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A seismic shift is taking place in the way audits
are being carried out. The audit market is being
transformed by a perfect storm of the automation
of key audit tasks, demands for real-time
information and the growing volume of metrics
available. We look at how technology is enabling
the larger audit practices to hive off the more
process-driven aspects of their work so they can
concentrate on data analytics and the sexier stuff that allows them to
continue to charge a premium for an otherwise increasingly commoditised
service. See the article on page 18.
On the subject of modernising processes, our big interview this month
reveals the hard work of the National Trust finance director, Andy Copestake
FCCA, in streamlining the complex finance structures behind the largest
member organisation in the UK (see page 14). We find out how he
manages to balance the institution’s diverse conservation priorities as well
as its books.
Continuing this environmental theme, we look back at the strides that
have been made in sustainability reporting, from its green shoots of
reporting on environmental impact to its contribution today to transforming
corporate reporting.
Against a backdrop of tax-related controversy and investigation, we also
look back at corporate taxation in 2014 and the contribution it made to the
UK economy, as well as where the UK ranks in terms of tax competitiveness
(see page 22). As we begin the long march towards May’s general election,
cutting the deficit is proving a major campaign issue and taxation is likely
to remain in the spotlight.
Jo Malvern, editor, joanna.malvern@accaglobal.com
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news | pictures

▼ painting by numbers

Painting considered homage to John Constable,
in a series featuring Salisbury Cathedral proves
genuine and goes on sale for £2m

▼ meeting of minds

Chancellor Angela Merkel talks to European
Central Bank president Mario Draghi as
Germany drags its feet over quantitative easing

▼ Paying their respects

Participants gather during a march against
terrorism in Paris, France in the wake of
the Charlie Hebdo terrorist attack

▲not so mini

Car production in Britain is at its highest
level since 2007, according to trade body the
Society of Motor Manufacturers and Traders

Accounting and Business
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◄ testing times

Indonesian president Joko Widodo (l) with
AirAsia CEO Tony Fernandes (r) after an AirAsia
plane crashed en route to Singapore

▼ picture imperfect

Fallout from the cyber attack on Sony Pictures continues, amid speculation of North
Korean involvement in retaliation for the release of satirical film The Interview

▲ blue Christmas

Ex-Tesco CFO Andrew Higginson takes over as
Morrisons’ CEO from Dalton Philips (pictured)
after the retailer posts dismal Christmas sales

▲ Droning on

Like them or loathe them, one of the biggest attractions at this
year’s Consumer Electronics Show in Las Vegas were the drones

Accounting and Business
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News round-up
Big Four revenue increases, tax investigations, calls for valuation transparency, financial
reporting trends, and tax and economic concerns in Europe

Deloitte, PwC and EY were all
named as among the best 25
large businesses to work for
in the UK in the Glassdoor
2015 awards. Deloitte was
9th best, PwC 10th best
and EY the 16th best large
employer. The assessments
were based on employee
evaluations. Google was
named as the best employer
and John Lewis – which is
owned by its employees
– was second. Accenture,
which emerged from the
former Arthur Andersen
practice, was fourth.

KPMG REVENUE UP

KPMG has grown UK
revenues by 5% to £1.9bn in
the year ending September
2014. Advisory revenues
grew by 5%, audit rose
by 2%, but tax revenues
dropped by 8%. Pre-tax
profits fell by 9%, which
the firm said was the result
of investment in people,
business lines and new
offices. Average partner pay
rose by 0.3% to £715,000.
Global revenues rose by
6.3% to US$24.8bn, with
strong performances in
India, the Americas, the
Middle East and Africa.

KPMG AND BOTTLENOSE

KPMG Capital has taken an
equity stake in Bottlenose, a
Los Angeles-based real-time
trend intelligence provider.
Bottlenose’s cloud-based
trend intelligence solution
analyses real-time streaming
data to enable enterprises
to identify, anticipate and
monitor trends that drive
their businesses. Bottlenose
believes it is the only
provider of this type of data.
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UNFILLED FINANCE JOBS PROVE COSTLY FOR UK COMPANIES

The UK is dealing with a growing challenge of an unfillable talent shortage,
according to recruitment adviser Indeed. The total economic impact on the UK could
be £18bn a year.

£115M Empty desks in the UK’s professional services sector cost the

TRENDS

BIG THREE MAKE LIST

economy an average of £155m per month.

1.3% The proportion of

unfilled vacancies in high value-added sectors
means that empty desks in the UK are of greater economic significance
than in the US, Germany and Australia – representing 1.3% of monthly
GDP across the UK economy compared to 0.9% in the US.

27% Almost half of UK job listings take over a month to fill, with
27% remaining vacant for over three months.
£1.5BN Openings over a month old represent a combined loss of
£1.5bn in potential economic output each month.

Mark Toon, CEO of KPMG
Capital, said: ‘Providing
clients with access to a tool
that can detect and monitor
emerging developments
as they occur can greatly
enhance decision-making.’

SALARIES EXPOSED

More than 30,000 Deloitte
partners, employees and
former employees in the US
have had salary information
leaked as a result of the
hack into the data systems
of Sony Pictures. The
hacking is believed to have
been carried out by, or
at the instigation of, the
North Korean government.
As a result of the leaked
information, it has emerged
that 24 Deloitte directors
and senior managers in
northern US states, earned
more than US$400,000
in 2005. Apparently the
information was held by an
individual who previously
worked for Deloitte and was
subsequently employed

by Sony Pictures, who had
saved the information on
Sony’s IT systems.

RISERS AND FALLERS

Baker Tilly revenues grew
by nearly 50% in the
year ending March 2014,
following its acquisition of
RSM Tenon in September
2013. The tax and advisory
practice revenues grew by
41% to £107m; audit and
assurance rose by 23%
to £66m; restructuring
and recovery grew by
14% to £27m; corporate
finance revenues rose by
35% to £16m; while the
firm’s new risk advisory
service generated £15m in
revenues. Driven by Baker
Tilly UK’s admission into the
RSM network in April, RSM
International’s revenues in
Europe rose by 79% in the
year ending December, with
global revenues rising by
18% to US$4.4bn. Johnston
Carmichael’s revenues
grew by 10% in the year to

May 2014, to £36.8m. But
first half-year revenues at
insolvency and restructuring
specialist Begbies Traynor
fell from £21.4m in 2013 to
£20.8m in 2014.

GRANT THORNTON CEO

Sacha Romanovitch has
been appointed CEO of
Grant Thornton UK. She
is leader of its advisory
practice, the fastest growing
part of the UK firm, a
former leader of the audit
and tax practice and chair
of the Patron Group for
Access Accountancy, the
body promoting diversity
in the profession. She will
replace Scott Barnes, who
served two terms in which
revenues grew significantly.
He will take up the role of
chairman of Grant Thornton
International when he steps
down as CEO in June.

WARSOP TAKES CHAIR
Jon Warsop has been
appointed chairman of

»
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TRENDS
REPORTING MESSAGES THAT MATTER

2013/14 was a year of change in reporting, with regulatory changes such as the
introduction of the strategic report, the UK corporate governance code and its fair,
balanced and understandable statement, and the growing influence of integrated
reporting. PwC’s review of FTSE 100 reporting for financial years ending 31 March
2014 identifies how these factors influenced UK companies.
Overall, companies showed improvements including in reporting strategy,
integrating the business model with other narrative, and providing more forwardlooking orientation. The report is available at tinyurl.com/reportingmessages

99%
Include strategic priorities*

95%
Provide some discussion on future market trends

97%
Provide some insight to their business model

94%
Explain how they mitigate key risks
* Of the strategic priorities reported by the FTSE 100, 39% explicitly link strategy to
KPIs; 34% of companies make a clear attempt to use strategy to drive the narrative;
and 45% link key risks to strategy or other parts of main report narrative.

UHY Hacker Young. He
replaces Howard Spencer,
who held the chairmanship
for 17 years – in which time
revenues grew fourfold.
Warsop is a partner in the
firm’s Nottingham office,
specialising in audit,
strategic business planning,
corporate finance, mergers
and acquisitions and the
non-profit sector.

loss. Interim non-executive
chairman David Currie said:
‘The appointment of PwC
to conduct an independent
review is the natural next
step to give additional
support to the board’s
confidence in the business
and will also assist the
company in assessing its
future strategy and outlook.’

QUINDELL HIRES PWC

PwC has won the audit
contract for Euromoney
Institutional Investor.
Deloitte had been auditor
since 1998. Euromoney
is a FTSE 250 company,
majority-owned by the Daily
Mail group. Deloitte has
been appointed as auditor
of publishing company
Quarto in place of Grant
Thornton, which stood down
over conflict of interest
issues. Analysis conducted
by PwC concluded that 75%

Legal services company
Quindell has commissioned
PwC to conduct an
independent review
of its accounts. The
announcement came in
an interim trading update,
following several senior
board and management
changes. Quindell said
the review will focus on its
business operation providing
support for clients suffering
noise-induced hearing

ACCOUNTING AND BUSINESS

AUDIT WINS

of FTSE 100 companies
that have conducted audit
tenders since October 2012
have switched auditors.

FRC INVESTIGATES PWC

The Financial Reporting
Council has launched
an investigation into
PwC’s audits of Barclays
Bank in relation to the
bank’s compliance with
the Financial Services
Authority’s (FSA) client asset
rules for the years 2007 to
2011. Barclays Bank was
penalised £37m by the
Financial Conduct Authority
– the successor body to
the FSA – in September for
breaching client asset rules.
PwC did not respond to a
request for comment.

GRANT THORNTON SUED
Grant Thornton is being
sued by Barclays Bank over
the firm’s audit of hotel

chain Von Essen. Barclays
claims that Grant Thornton
should not have approved
the hotel group’s accounts
for the period 2006 to 2009.
Barclays and Lloyds loaned
between them £250m to
Von Essen. The company
went into administration in
2011. A spokeswoman for
Grant Thornton said: ‘As a
large professional services
firm, there are inevitably
occasions where we become
involved in legal claims.
Naturally, our obligations
of confidentiality mean that
we cannot comment on the
existence or detail of any
litigation in which the firm
might be involved.’

EX-PWC WORKER ARREST
A former PwC Luxembourg
employee has been
charged with theft of
documentation relating to
clients’ tax affairs, breach
of confidentiality, violation
of trade secrets, money
laundering and fraudulent
access to an automated
data processing system.
The charges follow reports
in the media worldwide
of details of alleged tax
breaks that were secretly
agreed by the Luxembourg
government with several
of the world’s largest
corporations, including
Apple. Margaret Hodge, the
chair of the Public Accounts
Committee, told PwC at
a hearing last December
regarding its advice to
Shire Pharmaceuticals
that it was responsible
for ‘tax avoidance on an
industrial scale’. Kevin
Nicholson, PwC’s head of
tax, responded: ‘We do not
do tax avoidance.’

‘GOOGLE TAX’ WARNING

ACCA has expressed concern
about the government’s
proposed diverted profits
tax, or ‘Google tax’. Chas
Roy-Chowdhury, ACCA’s
head of tax, said: ‘While

ROUND-UP | NEWS

we welcome the measure
in principle, we need to
ensure legislation does
not drive away global
companies from doing
business and from making
tax contributions to the
UK exchequer through the
basket of taxes they already
pay – such as income
tax on their employees,
national insurance, VAT and
duties.’ ACCA is unhappy
that a multinational must
report itself to HMRC and
then argue against the
imposition of a 25% charge
on certain profits.

LUXEMBOURG PROBE

Luxembourg is to be
subjected to a full European
Union investigation of its
agreements on tax with
multinationals registered
there. The EU will also
consider all tax deals
made by EU member
states in recent years. ‘We
need a full picture of the
tax rulings practices in
the EU to identify if and
where competition in the
single market is being
distorted through selective
tax advantages,’ said EU
competition commissioner
Margrethe Vestager.
Investigations were already
underway into Luxembourg’s
tax agreements with Amazon
and Fiat; Ireland’s with
Apple; and Netherlands’
with Starbucks prior
to the commissioner’s
appointment in November.
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STARBUCKS TAX ON SLOW BREW
Starbucks will not be paying ‘normal levels’ of UK
corporation tax until at least 2017, the company’s chief
executive Mark Fox has said. In an interview with the
Evening Standard, he said that the chain will continue
to report losses for the next three years and therefore
not be liable for corporation tax. Starbucks pays
royalty fees of 6% of its UK turnover to its European
headquarters in the Netherlands, where the low tax rate
charged is subject to a European Commission state aid
investigation.

EU TO SET UP REGISTER

The European Union is to
create a centralised register
of company ownership in
an attempt to counter tax
avoidance and evasion. The
register will record details of
owners, including trusts that
generate taxable income
and trust beneficiaries. The
setting up of the register will
form part of the latest antimoney laundering directive.
Details in the register will
be available to members of
the public who can prove
they have a ‘legitimate
interest’. Three member
states – the UK, France and
Denmark – intend to make
their national registers fully
publicly accessible. The
directive will also include
requirements for auditors
and other professionals to
report clients engaged in
suspicious transactions.

FIRMS CHARGED BY SEC

Eight accountancy firms
have been sanctioned by the

SEC for violations of auditor
independence rules. The
SEC found that the firms
took data from financial
documents supplied by
clients to prepare financial
statements. In doing so,
the firms broke rules
preventing them from
providing non-audit services
to audit clients. All the
firms admitted the charges,
and between them will pay
US$140,000 in penalties.
The firms concerned were
BKD, Boros & Farrington,
Brace & Associates, Robert
Cooper & Company, Lally &
Co, Lerner & Sipkin, OUM &
Co and Joseph Yafeh.

VALUATIONS ‘DISTORTED’
Sir David Tweedie has called
for greater consistency
in how banks value their
assets. The former chair of
the International Accounting
Standards Board, who
is now chairman of the
International Valuation
Standards Council (IVSC),

CSC SETTLES NHS ACCOUNT
IT services company CSC is to pay the US Securities
and Exchange Commission (SEC) US$190m to settle
charges that it breached accounting regulations.
CSC agreed to make the payment without admitting
guilt. In a statement the SEC said that ‘the company
has previously acknowledged certain historic errors
and irregularities relating to accounting entries
arising from the Nordics region, Australia, and the
company’s contractual relationship with the UK National
Health Service’.

told an audience at the
City University of New
York that without clearer
rules for valuations, global
financial stability remains
at risk. ‘We have a lacuna
in financial regulation: the
assumption behind the fair
value accounting standards
and regulatory capital is
that the values used by
institutions are comparable
– it would seem that they are
not!,’ said Sir David. Under
Sir David’s leadership, the
IVSC is trying to produce
consistent metrics for
banks’ asset valuations.
See Sir David Tweedie
interview, www.accaglobal.
com/ab/157

AUDITS GET TOUGHER

The Bank of England is
to strengthen its auditing
of banks’ capital position
statements following
the admission by RBS
that it made errors in its
submission to the bank.
Stress tests on eight
important banks led to the
Bank of England concluding
that RBS, Lloyds Bank and
the Co-operative Bank all
need to strengthen their
capital positions, though
only the Co-operative Bank
failed the stress test.

TRANSPARENCY CALL

Asset valuations reported
by energy companies
should be reviewed, says
energy secretary Ed Davey.
Not only have oil prices

»
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tumbled in recent months,
but Davey argues that the
move away from a carbon
economy casts doubt on
the valuations of fossil fuel
assets reported by energy
companies. ‘I think there is
a case for making energy
asset valuation transparency
mandatory,’ Davey said at a
United Nations conference.
He also called for a review
of energy companies’
disclosure obligations.

MBE FOR EX-PRESIDENT OF ACCA
Former ACCA president Peter Langard was awarded
an MBE in the New Year’s Honours List. The award
recognised his services to the accountancy profession
and for charitable work in Birmingham. Langard founded
the Lifford Hall practice and is the firm’s chairman.
He is a former SME chairman at the Federation of
European Accountants.
Liz Bingham, EY’s managing partner for talent, was
awarded an OBE for services to equality in the workplace.
Christopher Ridley FCCA, former director of financial
management at the House of Commons, received an OBE
for services to public finances and to campanology.

CALL FOR ETHICS RULES

ACCA has urged financial
regulators to integrate
ethical principles in
their work. A roundtable
discussion organised by
ACCA and attended by
regulators, economists,
academics, think-tanks,
bankers and accountants
agreed that to rebuild trust
in the financial system,
transactions need to have
an ethical underpinning.
Participants agreed that
regulators need to create
greater levels of demand for
ethical financial products
and encourage a wider range
of providers offering ethical
alternatives to traditional
finance products such
as loans and mortgages.
Alternative providers that
might be encouraged
include community
schemes, credit unions and
innovative workplace-based
approaches.

FEE APPOINTS KRIZ

The Federation of European
Accountants (FEE) has
appointed Petr Kriz FCCA
as president for a two-year
term. Kriz is a PwC partner
in the Czech Republic,
a member of the Czech
Chamber of Auditors and
was FEE deputy president
for 2013 and 2014. Kriz
says his aim during his
presidency is to win
back public trust in the
accountancy profession
and ‘emphasise the
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valuable contribution that
accountants and auditors
make to the economy’.

FRC UPDATES RULES

Independent disciplinary
arrangements for
accountants and actuaries
have been updated by
the Financial Reporting
Council. These apply to
members and member
firms of accountancy
bodies including ACCA and
to participating actuarial
bodies. The effect of the
changes is to enable joint
tribunals to be convened
where formal complaints
are raised under both the
accountancy and actuarial
schemes, producing a more
streamlined and costeffective system.

ROTATION CUTS FEES

Analysis conducted by
the US Public Company
Accounting Oversight Board
(PCAOB) has concluded
that audit firm tendering
and rotation has had the
effect of reducing audit
fees in Europe. PCAOB
member Lewis Ferguson
said that while mandatory
audit rotation does not
come into force in the
EU until 2016, ‘many
companies are already
beginning to rotate’. The
International Forum of
Audit Regulators believes
that audit fees have fallen

by 20% to 40% where
audits have rotated in the
EU – though not in the UK –
leading to PCAOB concerns
about audit quality.

IPOS REACH A HIGH

The first half of 2014
saw the highest level of
European IPOs since 2007,
according to PwC’s IPO
Watch. However, investor
engagement fell later in the
year, with several IPOs pulled
and delayed. Despite this,
PwC says the IPO pipeline
for early 2015 looks strong.
Total IPO valuations in
Europe last year were around
€50bn, compared to a
combined figure of €37.8bn
for 2012 and 2013.

EUROZONE DEFLATES

Prices in the eurozone fell
by 0.2% last year. Oxford
Economics predicts deflation
will hit most EU countries
this year, possibly including
Germany, France, Italy,
Switzerland and the UK.
December’s UK inflation
rate was just 0.5%, down
from 1.0% in November. The
collapse in crude oil prices
is a major factor in falling
prices, but many economists
fear that underlying weak
demand could trigger a
renewed eurozone crisis.
The European Central Bank
is expected to introduce
quantitative easing – the
unfunded purchase of bonds

to increase money supply –
in an attempt to inflate the
economy.

DELOITTE TRIBUNAL

Deloitte’s audit of Aero
Inventory for the 2006, 2007
and 2008 financial years is
to be subject to a Financial
Report Council disciplinary
tribunal. The company went
into administration in 2009.
The FRC’s executive counsel
has lodged a complaint
against Deloitte and its
partner John Clennett,
alleging that their conduct
fell ‘significantly short’
of expected standards. A
Deloitte spokeswoman said:
‘We note the announcement
from the FRC and will
continue to cooperate fully
with this process. We take
this matter very seriously,
but will not comment further
prior to the tribunal hearing.’

EXEC PAY GUIDE

A group of investors, lawyers
and FTSE 100 company
secretaries has issued new
guidance on executive pay.
Matthew Findley of law
firm Pinsent Masons said:
‘Remuneration committees
will find it useful to check
their pay policy and reporting
process against the guidance
when preparing for their next
report and AGM.’ ■
Compiled by Paul Gosling,
journalist
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National treasures
Long-serving National Trust finance director Andy Copestake has brought both logic and
an empowering dose of business partnering to an institution focused on tradition

M

The great outdoors
One thing challenging Copestake’s creativity is a discernible
shift in strategy towards the outdoors – the 700,000 acres
of countryside and miles of coastline in the National Trust’s
portfolio. ‘The public at large don’t really know the Trust for
its landholding. They know the Trust for places like this,’
he says, gesturing around the room. ‘We think the biggest

1997

Joins National Trust as finance
director

1990

cv

uch loved actors of a certain age are not the
country’s only national treasures and some of
the others are rather more enduring. Take, for
example, the 350 historic houses and gardens,
the vast swathes of countryside and the 750 miles of
this island nation’s coastline that are looked after by the
National Trust.
Founded in 1895, the National Trust is a conservation
charity like almost no other in the world. It is active in
England, Wales and Northern Ireland, and has some
four million members, making it the biggest membership
organisation in the UK. It also works to sustain the
traditional skills needed to preserve its timeless assets – the
stonemasons, dry stone wallers, lime plasterers and the
rest. Its core task is the preservation and conservation of
historic places and spaces.
We meet its finance director Andy Copestake at Avebury
Manor in Wiltshire, a 16th century house next to the largest
prehistoric stone circle in the world. It’s tempting to think
that he heads a finance function as historic and traditional
as the dining room where we talk. That may have been true
when he joined the National Trust as FD 17 years ago, but
today Copestake talks about ‘creative solutions’, ‘business
partnering’ and ‘reorganisation’ – even ‘new systems’. This,
clearly, is a finance function to be reckoned with.
‘It’s absolutely chalk and cheese,’ he says, describing the
difference between the finance function he joined and the one
he has now. ‘When I got here we had 15 regions, each with
their own finance department and a much smaller central
finance department. All the transaction processing was done
out in the regions, to a large extent on different systems. The
concept of monthly accounting almost wasn’t there.’
Having ensured the controls in place were up to the job,
Copestake set about centralising the processing, introducing
new financial systems and reorganising the regions. ‘Halfway
through my period here things settled down, and then we
could start thinking about delivering real value,’ he says.

Finance director of St Mary’s NHS trust,
Paddington, London

1981

Qualified with ACCA at Thorn-EMI,
eventually rising to group financial
controller for the home electronics division

conservation challenge is in the outdoors, so we’re putting
a lot of effort into improving the quality of our land and
working with others to deliver conservation benefit outdoors.’
The problem for finance is that the outdoors isn’t as good
at generating revenue as the indoors – and it’s expensive to
maintain. Sensitively sited car parks help but, as Copestake
says, ‘We are trying to be creative.’ So much so that the
National Trust now has several hydroelectric schemes, which
generate electricity and income while staying true to the
Trust’s environmental principles.
‘We’re looking to invest tens of millions of pounds in
renewable energy because it delivers a very good return,’
he says. ‘In Snowdonia, it’s built into the hillside, so you
literally can’t see anything apart from a small shed at the
bottom of the hill – and yet it will generate millions of
pounds for the Trust over a number of years.’
While it’s mostly a range of pilot schemes at the
moment, it will be a useful add-on to the current revenue
streams. ‘If it is raining and people don’t come to our
properties, it’s great for the hydro,’ Copestake says. ‘At least
we’re diversifying.’
Today, money from membership, wills and donations,
income from cafés, hotels and gift shops, plus rents from
landholdings add up to revenue worth the thick end of half a
billion pounds. ‘Luckily, Trust performance stays pretty strong
through economic cycles. And every year we grow by a net
100,000 members. Our underlying income growth is 4-5% a
year,’ Copestake says. ‘The problem is, we just have to make
sure our costs are under control so we can spend more on
conservation and tackle more of the backlog of work.’
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£460m

‘Tackle any people issues, any
underperformance issues, and get
the right team around you. It makes
life so much easier when you’ve
got some creative, proactive people
supporting you.’

Revenue in 2013/14

Number of historic houses and gardens
protected by the National Trust

61

Number of pubs owned by the National Trust

19m

Number of paying visitors each year

75m

Number of visitors to open air properties

43%

Amount of rainwater in England and Wales
that drains through National Trust property

3.77m

Hours contributed by more than 70,000
volunteers every year

Challenging partnership
And that’s where the business partners come in. Copestake
heads a 150-strong finance department that covers all
of the usual finance functions along with risk, insurance
and procurement. ‘The business partnership model runs
through it all,’ he says. ‘We’ve got senior finance business
partners working alongside regional directors. Functionally
they report into me so we get consistency of approach, but
they are seen as one of the team, working at a commercial
level with the regional director. It’s been one of the big
successes of the reorganisations that we’ve carried out over
recent years.’
The essence of business partnering in the organisation is
‘the challenge element’ in the role, ‘challenging our business
cases and development proposals and opportunities’,
Copestake explains. ‘It does need a different set of
interpersonal skills to be a good business partner, and the
old bookkeeper-type of accountant hasn’t fitted well into
that role. They’ve got to be able to sit down with a group of
general managers at properties like this and hold their own.
They can’t be shrinking violets. They’ve got to have some
presence about them.
‘The good ones are fantastic – we have some really good
people on the team, making a big difference and adding
a lot of value. The big thing for the finance team in the
Trust is it’s got to be enabling. It can’t just say no all the
time. I reckon I’ve got a really, really good, strong team.
Individually, they are contributing so much: they are creative
thinkers, they are challengers.’
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‘Try to be an enabling finance director
as opposed to a controlling finance
director – but without losing sight of
the need for good basic control.’
‘Don’t just accept the status quo.
Challenge deeply held beliefs in any
organisation and just see whether there
is a creative solution.’

The question is, how do you evaluate the financial
viability of a conservation or restoration project that might
not have any revenue attached to it? ‘It is really difficult,’
Copestake says, ‘because you’re comparing desilting a lake
with replacing a roof with building a new café.’
The Trust adopts a triple bottom-line approach to
projects but the aim is to end up in a position where
commercial projects are evaluated one way, while
conservation proposals follow a different route. ‘We think
we just about get it right, but it is a tortuous process at the
moment,’ he says. ‘We have a list of priority conservation
projects and we have a list of commercial projects, but
making sure you invest in the right areas to get the best mix
and the best outcome is tricky.’

Removing the ringfences
Finance has been particularly creative in addressing the
age-old problem posed by most of the Trust’s money
being legally earmarked for particular properties, regions
or projects. In fact, Copestake calculates that 80% of the
organisation’s money is restricted in some way. ‘Trying to
get money to the right place has been a massive challenge,’
he says.
The restrictions may arise because of the terms of
someone’s will or conditions attached to gifts. That much
isn’t changing. But what is changing is how membership
income is allocated.
Historically – and there isn’t much in the National Trust
that isn’t historical – membership income was treated as
unrestricted when it came into the Trust but then treated
as restricted when it was allocated to properties that had
been donated to the Trust. The law and the accounting are
complicated, but this meant that one property might be
well off, with a sizable reserve, while another property down
the road might have the roof falling in and no money to pay
for repairs.
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▌▌▌‘I don’t see myself as an accountant
at all. I like to create solutions rather
than keep saying no all the time’
After taking legal advice, the Trust now moves its
membership money around without applying that restriction.
‘This new regime will at least allow us to make better use of
the funds we’ve got. It has been a very big change,’ he says.
Getting to this stage has been a two-year project. ‘It’s
needed a lot of engagement – at trustee level, executive
board level, at every level in the organisation – to explain
what we’re trying to do and to allow people to raise concerns
and issues, and then we’ve adapted the solution as we’ve
gone along,’ Copestake explains. ‘We’ve had to check out
some deep-rooted thinking in the organisation.’

3,500 separate funds
A new financial system that’s about to be implemented will
help simplify the incredibly difficult task of keeping track of
what are in effect 3,500 mini-charities – ‘separate funds that
we have to account for in terms of income and expenditure
across the organisation’, Copestake explains.

Copestake qualified with ACCA back
in the early 1980s when he was with
Thorn-EMI. ‘That gave me a very broad
base of experience. The strength of the
certified qualification is that breadth.
So that stood me in good stead. It feels
more flexible than some of the other
qualifications, as well, in terms of its approach.’
But he adds: ‘People know that I know how it all works, so
they can’t pull the wool over my eyes, but I don’t see myself
as an accountant at all. In a very logical structured way I like
to create solutions rather than keep saying no all the time.’
Even though, in his 17 years at the National Trust,
Copestake has had to deal with ‘a lack of logic in some
of the things we have done in the past’, and gently nudge
the organisation towards ideas that ‘make logical sense’,
he still believes he has the best finance job in the country,
if not the world. ‘These places!’ he says, gesturing around
the dining room where a kindly volunteer waits to be asked
any questions by the tourists. ‘I’m never bored. Whether it’s
acquiring a mountain somewhere or the work we’re doing
on renewable energy, every day there is something new,
something challenging – but it’s very, very rewarding.’ ■

Andrew Sawers, journalist
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Big data auditing
dynamite

Big data is transforming the way audits are conducted, but also posing a major challenge
to existing standards and training as well as systems and processes

I

t is often said (and impossible to corroborate) that 80%
of the world’s data has been created in the past two
years. The proliferation of data has transformed our
lives, not least in the way we act as consumers. The
era of big data also continues to reshape how businesses
operate, giving them far greater insights than before into
their customers, suppliers and business partners as well
as their own operations.
We have probably only skimmed the surface of the
benefits that big data can bring to business, as technology
and analytics software boost our ability to exploit
information. It is not unlike discovering an engine far
more powerful than anything ever seen – the rest of the

the Experts conference at the end of last year that big data
and technology would have a bigger impact on auditing
than anything else.
Others agree. In the summer of 2014 the Fédération
des Experts Comptables Européens (FEE) published a
discussion paper, The future of audit and assurance, arguing
that big data technologies will be ‘revolutionary for the audit
profession’. In their responses to the paper, various firms
describe how technology and big data in particular are
changing the nature of the audit.
‘Technology innovation for audit is a key area on which
the profession should focus, to consider how technology
can be used to perform better audits,’ Deloitte says in its
response to the paper. It adds that
‘technology innovation is making it
possible to automate highly repetitive
work, which is fast becoming
commoditised in the audit process’,
and also eliminating traditional
records, which puts greater reliance
on IT records to support transactions
and which in turn necessitates a change in the way
companies are audited.
‘Technology innovation has also made use of analytics in
audits more accessible,’ it goes on. ‘More financial and nonfinancial data is available to assist with risk assessment and
analysis. The use of electronic audit techniques also allows
the use of unstructured data as part of the audit. And we
are seeing companies making greater use of cloud-based
technologies, which will likely impact how financial data is
managed, stored and controlled, and in turn also impact
how we audit.’
It is clear that the fundamental nature of audit is
changing. Technology is allowing the monitoring of very
large or complete sets of data, rather than samples, on a
more frequent and perhaps eventually continuous timescale.
In theory the result is a more thorough, better quality and
more efficient audit.
But already auditors are going further. Hywel Ball, EY’s
head of assurance in the UK and Ireland, explains that

▌▌▌‘One of the consequences of more
audit tendering activity is that firms are
using technology as a key differentiator’
vehicle may need adapting but the potential for speed is
electrifying. The question for our particular profession is,
what does auditing look like in a big data world?
The answer is that it looks very different indeed. The
quantity of data produced by and available to companies,
the replacement of paper trails with IT records, cloud
storage, integrated reporting and growing stakeholder
expectations for immediate information – any one of these
alone would affect the auditing process, but big data is
bringing them all, and more, at the same time.
The profession has historically struggled to stay ahead
of the data curve. In the first few years of electronic
communication, auditors were playing catch-up as the
volume of data produced by clients increased far faster than
the technology to monitor it properly could be developed.
But big data has handed the audit profession an opportunity
to mine this deluge of information to maximum effect.
That is why Winfried Bischoff, chairman of the Financial
Reporting Council, told delegates at the PwC/IASB Meet
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new technology and techniques have brought a far greater
ability to mine data and look for anomalies and red flags
as part of the audit. He explains: ‘Take unstructured data,
which usually means things like email traffic. If we were
looking for a rogue trader at a bank, for example, we could
correlate between that unstructured data and the structured
data – the official records that traders produce – to look for
anomalies and add greater insight. These are techniques
that were developed by our forensic accounting practice but
increasingly we’re using them in auditing.’
But, he adds, why stop there? In a big data world, there
is an almost limitless supply of information, which may
be equally relevant to an auditor. ‘There might be a case,
for example, where a flurry of outraged comments on
Twitter could alert you to an environmental issue affecting
a company,’ he says. ‘At the moment, as auditors, we focus
on the information within the client company’s business
and systems, but the advent of social media and internetenabled devices means that there’s an awful lot of data that
sits outside the organisation that could be equally relevant.
That’s the next wave of big data understanding.’

Tech link-ups
For the Big Four in particular, this is an ideal opportunity
to take back some of the lost ground on audit and
assurance, which has increasingly been commoditised in
recent years. ‘One of the consequences of an increase
in audit tendering activity has been that firms are using
technology as a key differentiator,’ says Ball. ‘All of the
firms are moving to internet-based auditing software.
Tendering is driving innovation.’
It also helps to explain the huge investment the largest
firms are making in data analytics. KPMG, for example, is
halfway through a $1bn, five-year global investment plan
in data and analytics solutions, which has seen it form a
strategic alliance to apply McLaren Applied Technologies’
predictive analytics and technology to its audit and advisory
services, and take an equity stake in Bottlenose, a real-time
trend intelligence company.
The theory is that analytics will provide a better quality
audit that adds extra insights of value to the client. Costs
can be controlled to some extent if the process-driven
grunt work can be handled by shared service centres, while
the power of data analytics adds more value than ever to
the service provided. In practice, though, there is still some
way to go before clients see audits as a genuinely valuable
exercise, and audit fees have not increased significantly as
the new technology has been introduced. ‘At the moment
we are putting more cost on without taking anything out,’ is
how Ball puts it.
In spite of the rate of audit innovation, not everyone is
convinced that the profession is adapting quickly enough to
the world of big data and all its challenges.
A recent white paper, Reimagining auditing in a wired world,
produced by the Emerging Assurance Technologies
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Standards must adapt

Task Force of the American Institute of CPAs (AICPA),
points out that if auditing were to be invented today, the
processes would be designed to make best use of the
available technology so that auditors could provide the most
effective and efficient services possible. Instead, says the
paper, ‘for the most part auditors use legacy processes that
are not much different from 50 years ago, except that they
have been computerised’.
The white paper argues that the profession needs to take
‘a quantum leap’ and redesign audit processes using today’s
technology. ‘Although auditors embrace and make extensive
use of IT, little has been done to consider how auditing
might be transformed by it,’ it says. ‘For the most part, IT
has been used to computerise and improve the efficiency
of established processes rather than transform or replace
them. Consequently, improvements have been incremental
rather than transformative.’
The paper argues that while technology could be used to
achieve the same level of assurance more efficiently and at a
lower cost than current systems can provide, it would be an
even greater benefit if it was used to deliver a higher level of
assurance at a similar cost. This would result in better audit
quality for clients and investors, and reduce risk and liability
for the auditor.
Some auditors argue, though, that auditing standards
are holding back true innovation. At the moment, there is
no definitive guidance on, for example, what data should be
made available to auditors (the AICPA published an audit
data standard in 2013, which discusses which data should
routinely be made available to auditors and in what format,
but the standard is voluntary). An added difficulty is that
current auditing standards have their roots firmly in the
traditional audit process, where samples of transactions are
examined rather than an entire body of data.
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‘It’s right that we’ve been doing audit in more or less the
same way for 50 years,’ says Ball, ‘but that has been driven
by our auditing standards. We now have all these new
systems available for workflow management and managing
and interrogating data, and we’re working out how best to
use them, but we also need auditing standards to allow us
to use them efficiently. The standards are prescriptive about
points we need to hit and what we need to do, and you can
be so worried about missing them that you end up doing it
the old way.
‘Auditing standards set the boundaries of what we
can do. We can only move so far ahead – we need the
standard-setters to move.’
One of the recommendations of the AICPA’s white
paper is that auditing standards need to be modified
to incorporate the concepts of big data and continuous
auditing. It is a call that the standard-setters are
preparing to meet.
In December, the International Auditing and Assurance
Standards Board (IAASB) published its work programme for
2015/16, which included a number of projects classified as
information-gathering activities to inform future work. The
IAASB has said it will form a working group to monitor ‘the
various applications of data analytics and the relationship
to the audit, such as the effect on risk assessments,
testing approaches, analytical procedures and other audit
evidence’. An initial IAASB discussion is planned for June
2015, including a review of international auditing standards
that might be affected by changes in IT, followed by the
development of a discussion paper.
A further priority for the auditing profession is to
ensure that it trains auditors in the skills needed to
meet the demands of a big data world. FEE’s paper
points out: ‘It will be essential for auditors to evolve and
maintain professional knowledge and skillsets at the level
required to respond to and keep up with the changes. To
this end, the appropriateness of the current education
and training models, which are based on a number of
historic disciplines, are increasingly being questioned as
to whether they continue to build and develop the right
competencies for the future.’
Deloitte agrees with this point in its response to the
paper: ‘Automation of many lower-level and possibly even
some knowledge-based tasks will have a direct impact on
the talent model of accounting firms.’
There is no suggestion, though, that computers will
eventually replace auditors altogether. The firms argue that
automation of many parts of the audit is in fact a good
thing because it frees up audit professionals to concentrate
on the most value-adding (and exciting) areas. ‘However
good the software,’ says Ball, ‘it’s never going to be of much
use unless you have people to ask the right questions.’ ■
Liz Fisher, journalist
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THE CHANGING
TAX LANDSCAPE

UK companies paid a record amount of tax in 2014, but as the business taxes burden
rises – much of it overlooked – so Britain is slipping down the tax competitiveness league

Total tax contribution in 2014
14.1%

The total tax contribution of the entire
100 Group membership is put at £80bn,
a record high since PwC began its Total
tax contribution survey in 2005. This
amounts to 14.1% of total government
receipts. The tax payments made by these
companies, among the biggest in the UK,
have now returned to pre-financial crisis
and pre-recession levels.

£80BN

Total tax contribution breakdown 2014
100 Group tax
contributions
(£m)

As a % of
government
receipts

Corporation tax

5,507

0.9%

Other taxes borne

18,000

3.2%

Taxes collected

56,449

10.0%

Total tax contribution

79,956

14.1%

Trends from 2005 to 2014
Between 2005 and 2014, irrecoverable
VAT more than doubled, largely driven
by a rise in the rate to 20% in 2011,
along with changes in the EU VAT system
in 2010. Business rates went up 78%,
mainly driven by bigger multipliers,
rateable property values and growth in
the retail sector. Employers’ national
insurance contributions rose by 47% as
a result of higher rates from 2011 and
rising staff numbers and wages.
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120%

78%

T

he contribution to the public finances made
by the UK’s largest companies in terms of
the taxes they pay and those they collect on
the government’s behalf reached a record
high in 2014. At £80bn, this contribution was £2bn
more than in 2013. ‘The findings are in line with
the growth in the economy,’ says Andrew Packman,
a tax partner at PwC. ‘So it is encouraging that the
100 Group’s total tax contribution is back to prerecessionary levels – and at an all-time high.’
As revealed by PwC’s report, 2014 total tax
contribution survey for the 100 Group – rebalancing the
tax regime, the tax profile of the UK’s corporates
is changing. When PwC first issued the study in
2005, 100 Group companies (principally FTSE 100
businesses but also some privately held) paid roughly
equal amounts of corporation tax and other business
taxes. In 2014, for every £1 paid in corporation tax,
they paid £3.27 in other business taxes. Employers’
national insurance contributions (NICs) accounted for
the largest part of the 100 Group’s 2014 business
taxes bill (28.2%), followed by corporation tax
(23.4%), business rates (19.5%) and irrecoverable
VAT (15%). The bank levy alone accounted for 5.9% of
100 Group taxes borne – and 23% of total taxes paid
by the banking sector itself.
‘The real story is that an awful lot is being paid
outside corporation tax,’ says Chas Roy-Chowdhury,
ACCA’s head of taxation. ‘For example, there is a
huge contribution coming from the banks through the
bank levy, and from banking and insurance through
irrecoverable VAT. So there is a lot of tax being paid by
large businesses, which I think is overlooked.’

VAT goes up, must come down
47%

Looking at tax trends over the past 10 years,
irrecoverable VAT has more than doubled (up 120%)
due to the VAT rate rising to 20% in 2011 and other
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factors such as changes in the EU VAT system in
2010. Business rates have increased by 78% during
the decade, driven by increasing rateable property
values and growth in the retail sector. Employers’
NICs rose by 47% over the past decade, reflecting the
higher rates that came into force in 2011 and rising
employee numbers and wages. Packman says: ‘As
we move away from taxes on profits towards taxes on
labour and property, there is a policy question about
whether this is appropriate and something people feel
comfortable with.’
Alongside tax paid, PwC’s research highlights
the role played by companies in collecting taxes for
the government. Fuel duties represented the largest
proportion in 2014 (26.7% of all taxes collected by
the 100 Group), followed by PAYE (24.8%) and net
VAT (18.1%), with employees’ NICs and various other
duties and taxes making up the balance.
Getting the total tax contribution message out is
something 100 Group members are increasingly keen
on. PwC’s survey shows more companies are reporting
their data externally – in media releases, financial
statements and corporate responsibility reports. ‘At
a time when tax transparency and competitiveness
are under the spotlight and international tax rules are
changing, understanding the full tax contribution has
never been more important,’ says Andrew Bonfield,
chair of the 100 Group tax committee.

Facing global competition
Tax rates and the burden of tax compliance and
administration are important issues, not least because
of their impact on the UK’s tax competitiveness. While
the descending rate of UK corporation tax (set to fall
to 20% in April) may help boost the attractiveness
of the UK as a place to do business, red tape also
needs to be considered. As found in the Paying taxes
2015 report, prepared by PwC and the World Bank,
the UK has slipped two places in a league table of
tax systems ranked by competitiveness according to
measures of the compliance burden and tax rates.
Now in 16th place, the UK has been leapfrogged by
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EASE OF PAYING TAXES:
TOP 10 GLOBAL RANKING
QATAR
UNITED ARAB EMIRATES
SAUDI ARABIA
HONG KONG
SINGAPORE
IRELAND
FYR MACEDONIA
BAHRAIN
CANADA
OMAN
UK

1
1
3
4
5
6
7
8
9
10
16

Macedonia (ranked seventh after introducing a number
of tax reforms) and Norway (15th).
Nevertheless, among G20 countries, only Saudi
Arabia (third) and Canada (ninth) do better than the
UK; Germany is ranked 68th and France 95th. ‘In the
big scheme of things, the UK isn’t doing too badly,’
says Roy-Chowdhury. ‘We need to keep on our toes and
make sure we remain competitive. But it’s not a bad
result given what we are up against in terms of trying
to cut the deficit.’
Packman agrees that there is no immediate cause
for concern over the UK’s competitiveness. ‘The
government is faced by the dual need to balance
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▲ tax double

The government’s latest revenue raising proposals include a diverted
profits tax on multinationals and a cap on loss offsetting by banks

league. We need to be careful with
competitiveness and generate
the tax measures we introduce not to
revenue – it has to manage that
trigger a migration of companies out
tension,’ he says. ‘The UK does
of the UK. Plenty of other jurisdictions
quite well in competitiveness
£3.27
would welcome them.’
compared to its proper comparator
paid in other taxes for every £1 of
The devolution of tax powers as
group. Countries at the top of
corporation tax
far as they affect corporates could
the competitiveness ranking have
also have an impact on the UK’s
significant natural resources and
28.2%
perceived tax competitiveness,
don’t need a significant domestic tax
of the total tax bill went on national
including ultimately any devolution
base. A more helpful comparison for
insurance contributions
of corporation tax powers to
the UK is with developed countries.
Northern Ireland. ‘It’s too early to
In France, for example, the level of
5.9%
tell,’ Packman says. ‘Clearly there
payroll taxes is very high, and some
of total taxes paid went on bank levy
are people in Northern Ireland who
would regard that as a problem in
see a significant attraction in having
terms of competitiveness.’
a corporation tax rate that is closer to the rate in the
The tax landscape never seems to stand still, however.
Republic. But with any change of that kind, there will be
The UK government’s proposals for a diverted profits tax
some consequential impact on complexity. Governments are
or ‘Google tax’ could add an extra layer of complexity and
always having to trade off complexity on one hand and the
reduce competitiveness. Roy-Chowdhury describes the
incentive component of their policies on the other.’ ■
proposals as ‘aggressive’ in that companies will be required
to report themselves to HMRC and then mount a defence of
their position. This could be ‘reputationally damaging’ to the
Sarah Perrin, journalist
UK, he warns. He also notes that while developments such
as the diverted profits tax grab headlines, the corporation
For more information:
tax involved is relatively small in context.
Another proposal announced in the chancellor’s autumn
The 2014 Total tax contribution survey for the 100 Group
statement, the capping of banks’ ability to offset losses,
report is at tinyurl.com/2014TTC
could also damage UK competitiveness, fears Roy-Chowdhury.
‘These are bona fide losses and should therefore be entitled
The Paying Taxes 2015 report is at
to relief,’ he says. ‘The UK’s financial sector is in the premier
tinyurl.com/taxleague

tax spectrum
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The conflicted world of IFRS
Financial reporting under IFRS continues to come under the spotlight, with fundamental
confusions still unresolved and a tangled web of forces at play, says Robert Bruce
The business world has become a
smaller and more connected place in
the last decade. That the accountancy
profession has become a much larger
influence and presence within those
connections is mostly down to the
spread of International Financial
Reporting Standards (IFRS) as the
norm around the world.
IFRS has revolutionised the reach
of accounting careers. Once most
large companies and organisations
around the world operate under the
same financial reporting principles and
rules, the career becomes portable.
If the same standards are used from
Accrington to Adelaide and from
Poole to Paris, the world truly is the
accountants’ oyster.
This is an astonishing change in
a very short period. But, as so often,
rapid change brings other issues
into focus. As IFRS has reached into
the more complex parts of financial
reporting, it has struggled to maintain
the original idea that the corporate
financial entrails would become easier
to understand and analyse as a result.
Anyone who has sat in on a technical
conversation about the more arcane
areas of hedge accounting knows that
they might as well have been listening
to people from the planet Mars.

It takes longer to achieve standards
that deal with the more complex and
politicised areas of business. People
frequently criticise the International
Accounting Standards Board (IASB) for
moving too fast and not giving anyone
time to draw breath. Yet its chairman,
Hans Hoogervorst, will point out that
the process of sorting out a standard
on leasing has been going on since
1997 and is still far from settled.
Quickfire arguments are not the issue.
Meanwhile examples of the
accounting unravelling, as in the
confusion over the reporting of rebate
income from suppliers received by
supermarket chain Tesco, sow the
seeds of doubt in the public’s mind.

Data versus information
So within the success of IFRS there
are still fundamental confusions where
the consequences have yet to play out.
The nature of the information reported
is one of these. The idea is that the
information provided by IFRS is aimed
fairly and squarely at investors. And

that feeds two conflicting ideas. The
IASB has worked hard to improve
disclosure in corporate reporting.
It recently amended the relevant
standard to enforce a consideration
of materiality in both the standards
and the disclosure. By doing this it
hoped to stop companies chucking
every last bit of information into the
published accounts to avoid being
second-guessed on anything. But the
people the IASB serves, the analysts,
have no real motivation to press
for this. ‘Analysts like IFRS,’ says
Jonathan Hayward, chief executive
of consultancy Independent Audit. ‘It
gives them more and more data. And
they might spot something on page
480 that will give them a competitive
edge.’ This is the difficulty. Data is not
the same as information.
Meanwhile, everyone bar the
analysts is looking elsewhere to gain
an understanding of what is going
on. ‘In essence, the focus is moving
from financial reporting to corporate
reporting,’ says Guy Jubb, global head
of governance and stewardship at
Standard Life Investments.
And frustration is growing. ‘There is
still considerable concern at the length
of corporate reports, and with growing
emphasis on narrative reporting there
is no sign of this abating,’ Jubb says.
‘Boards should look at more
non-financial indicators of strategic
achievement,’ says Hayward. ‘Boards
suffer from too much financial
information. Management promotes
the detail.’

Pseudo-economic view
Meanwhile the understandability
point shows no sign of going away.
Jubb says: ‘The IASB still has to
demonstrate convincingly it is
not just a technical talking shop.
The resulting reports are still very
challenging for many users to
comprehend.’ Hayward agrees – ‘totally
bamboozling’ is his verdict.
The basic question of whether
IFRS is a good thing in general is still
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not settled. And that creates more
uncertainties. Accounting has moved a
long way from its roots. One observer
describes the current structure as
‘a little foundation of double-entry
beneath a huge pyramid’.
Hayward says: ‘Conceptually,
IFRS is trying to change from
being a description of the
transactions of a company to a
pseudo-economic view of the
future of the present value of
the business. That should be
the analysts’ job rather than
the accountants’.’ These
arguments eat away at the
credibility of the edifice.

The sacred circle
And all the knowledge of IFRS
has tended to move to the Big
Four firms, the high priests
of IFRS, to whom all must go
for advice. ‘The problem is that
there are so few big accounting
firms,’ says Jubb. ‘The influence
they can exercise on standard
setting is difficult for others to
challenge and that gives them the high
ground.’ Others suggest that regulators
should require a common database of
precedents and issue resolution to be
created so that smaller audit firms can
find out what the others are doing.
All these tangled issues are
inevitable. The world is complex.
Hoogervorst says: ‘Corporate
governance is constantly struggling to
contain conflicts of interest between
management and the investor.’ But
for him the fundamentals have to take
precedence: ‘Our job as an accounting
standard-setter is to provide
transparency and to keep capitalism
honest.’ IFRS, in his view, ‘helps to
close the financial knowledge gap
between management and the market’.
And that is happening around ever
more of the world. Japan, China and
India are moving steadily into the IFRS
orbit. The US will ultimately have to
overcome its cultural stubbornness
over a global harmony not invented
at home. The arguments will continue
over everything from conceptual issues
to technical details. Despite this,
the signs are that critical mass and
momentum will find solutions. ■
Robert Bruce is an accountancy
commentator and journalist

A DECADE OF IFRS PROGRESS
Ian Mackintosh, the IASB’s deputy chairman, sums up the progress made
by IFRS over the last decade as follows: ‘On 1 January 2005, the then
25 EU member states simultaneously made the transition to IFRS from
different and generally incompatible sets of national accounting standards.
‘IFRS provided Europe with an off-the-shelf, high-quality set of
accounting standards for use across the European Union. Australia, New
Zealand, Hong Kong and South Africa quickly followed in adopting IFRS.
Those decisions provided the necessary legitimacy and momentum for most
of the major economies of Africa, Asia and the Americas to also begin their
transitions to IFRS.
‘Research that we recently conducted shows that 114 countries of the
138 we surveyed require the use of IFRS for all or most publicly listed
companies. In other words, four-fifths of the countries that we researched
now mandate the use of IFRS. On top of that, IFRS is the predominant
reporting language for most global industry sectors, while far more Global
Fortune 500 companies use IFRS than any other reporting language – 52%
use IFRS, while the next closest is US GAAP at 29%.’
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Nipped in the bud
Employers are finally starting to see mediation as a serious option for ending workplace
disputes – and perhaps even stopping them arising in the first place, says Peter Williams
Workplace grievances can soon
turn nasty. Rows at work are horrid,
whatever side of the argument you are
on. No one can have been part of the
world of work without falling out with
someone over something. But if the
row doesn’t get fixed quickly then too
often any chances of a relatively painfree resolution are overwhelmed by a
seemingly inevitable escalation. The
result can be a toxic work environment.
And we’re so bad at handling work
rows. I remain astonished by one
public sector-employed friend who
some years ago was left languishing
for months, suspended from work,
while some pretty minor row between
him and the boss over expenses
payments wound slowly through
labyrinthine procedures. In the end it
became a farcical, unsatisfactory timewaster for all concerned, with no sense
of justice done or resolution reached
(and you can count the taxpayer in
that ‘all concerned’).
A mediation process with a dose of
common sense would have been a so
much better option. But no: research by
Professor Stephen Wood of Leicester
University, released at the end of 2014,
shows that most employers now adopt
formal procedures. Wood also showed
that while mediation is seen as the

best way to handle disputes – and is
becoming a feature of the workplace
in Britain – it is not as effective as it
could be because it is not being used
at an early enough stage to prevent
escalation to formal procedures or
litigation. Disciplinary and grievance
procedures have been promoted by
governments over years as a way
of underpinning good employment
practices, as they are seen as providing
an opportunity for fair and consistent
treatment in the workplace.
Instead of being a real option,
mediation has too often seemed a
grudging reaction by employers to
their bad experience of disputes
with employees. However this may
be changing. Following government
moves to discourage employees going
to tribunals by, among other changes,
making them pay, mediation may
become a more attractive option for
all. At the same time HR professionals

think that employers should view
mediation as ‘a breath of fresh air’ and
a vehicle for encouraging more ‘adult
to adult’ conversation in the workplace.
Mediation should not be seen as a
soft touch where we all pretend to like
one another. Mediation conversations
should be businesslike and businessorientated and should place emphasis
on measuring cost, return on
investment and benchmarking against
best practice. In large organisations
the best mediation schemes should
involve multiple stakeholders – senior
management, employees, trades
unions and relevant experts such as
occupational health professionals –
though how that could be replicated in
a small employer is not clear.
Better than dealing with grievances
as soon as possible is not to have them
at all. As long ago as 2011, HR body the
Chartered Institute of Personnel and
Development was talking of ‘conflict
coaching’ where managers are given
specific help. They may have a history
of above average grievances or simply
be known as not being brilliant with
people. Practical help can be given in
terms of advice on how to have difficult
conversations or offering a helpline
for when problems emerge. Such
help should be easy, quick and cheap
to access. No point booking onto a
mediation course in two months’ time if
a situation is exploding around you now.
Companies should also be able to
learn from their mediation process
in a way that is more difficult to
achieve in a legal setting. A company
may see a certain type of dispute
arising time and again, which should
prompt a look at root causes. And
they can apply lessons from good
resolutions. That way both employee
and employer should feel they have
some control. At its best mediation
could be the focus for putting people
and humanity back into the centre of
solving workplace disputes. ■
Peter Williams is an accountant
and journalist
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Fighting the forces of evil
In the war on money-laundering, in which people are suffering and dying, we finance
professionals are on the front line, says ACCA president Anthony Harbinson
All too often, the issue of money laundering is seen as being remote from
everyday life. It’s viewed as something that happens in
corrupt regimes or in the more shadowy businesses at
the fringes of society.
As finance professionals, we have a
responsibility to support anti-money laundering
initiatives – to report our suspicions and
to help prevent this serious crime. But
how often do we look at this as anything
more than a form-filling process – as just
something we have to do as part of our
professional status?
Last year, as chairman of the
Consultative Committee of Accountancy
Bodies (CCAB), the collective forum
made up of ACCA, ICAEW, ICAS, CIPFA
and Chartered Accountants Ireland, I was
proud of the work we did to highlight the
need for improvements to be made in the UK
and Ireland’s anti-money laundering regime.
This involved flagging up the risks presented by
unqualified and unregulated accountants, as well
as calling for a more joined-up approach between
organisations.
In 2015, we want to build on that work by making
all members of society aware of the threat posed by
money laundering. Far from being a ‘victimless’ crime,
money laundering funds terrorism; it buys bullets and
bombs; it also enables human traffickers to continue to
ply their evil trade, and for slavery to continue to thrive in
the 21st century. People suffer and die as a result. Money
laundering doesn’t recognise national boundaries; it
affects everyone.
If this is a war, then we as finance professionals are
on the front line, regardless of the sector in which we
work. This is why we will be working with the other
bodies again to highlight the impact of money
laundering on society as a whole. We will need your
help. We will be asking finance professionals
for their experiences as well as talking to lawenforcement agencies to join the dots between
the act of money laundering and what that
money is used for.
I know that you will support this
important initiative; it’s one about
which I am passionate, and it’s one
on which we must focus to help
reduce the threat it poses to the
global community. ■
Anthony Harbinson FCCA is director
of safer communities in Northern
Ireland’s Department of Justice
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What has IFRS ever done for us?
Well, a surprising amount of good seems to be the verdict, although the users and
preparers of financial reports have some pointed issues for it to address, says Jane Fuller
In the Monty Python film, The Life of
Brian, the question ‘What have the
Romans ever done for us?’ was met
with a double handful of positive
answers. Late last year, the European
Commission conducted a consultation
that might have been dubbed ‘What
has IFRS ever done for us?’ Have
international financial reporting
standards gained at least grudging
respect in Europe?
The commission’s exercise followed
a report by Philippe Maystadt, former
president of the European Investment
Bank, that spread relief among
supporters of IFRS. He found that
several benefits had flowed since the
standards were implemented in 2005
and did not advocate the development
of an EU version of IFRS.
Many respondents are similarly
positive about the increase in
transparency and comparability of
company accounts, and support
the promotion of global standards.
But the International Accounting
Standard Board (IASB) gets a more
mixed response to the quality of
the standards – whether they have
enhanced confidence in financial
markets and eased understanding.
On quality, the weight of some
important bodies is behind IFRS,
including BusinessEurope and the
European Banking Federation. Both will
be represented on the new board of the
European Financial Reporting Advisory
Group (EFRAG), which seeks to
influence the IASB and advises on EU
endorsement of IFRS. But they do see
room for improvement – for instance, in
the reporting of profits and cashflows,
and in rationalisation of disclosures.
More challenging questions are
raised by some preparers and users
of accounts. The UK-based 100
Group of FDs says that difficulty in
identifying ‘underlying performance’
has prompted alternative measures
that risk undermining the credibility
of IFRS. The Belgium-based Better
Finance – an affiliation of financial
services users – would prefer
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accounting valuations to be based
more on cost than on market values.
Users of accounts are not united
here. The UK-based Investment
Association (the new name of the
Investment Management Association)
says that historic cost fixes value at an
‘arbitrary moment’; however, changes in

net asset values based on market prices
do not necessarily reflect business
activity or future cashflows either.
The IASB has responded by
supporting a hybrid valuation model,
using cost or market value according to
relevance, and by consigning some of
the more awkward ‘fair value’ changes
to Other Comprehensive Income. Let’s
hope that the IASB goes further in
disaggregating different types of
profit and valuation change in the
income statement.
Confidence in financial markets has
been damaged by the financial crisis.
Some blame accounting standards
for a failure to provide sufficiently
for bad debts; others say that that’s
the job of prudential regulation and
that accounting standards are there
to inform investors. Eumedion, a
continental forum for institutional
investors, says confidence was
‘negatively affected by financial
institutions that took too much risk,
and not by a reporting framework that
makes risks more transparent’.
The switch to an expected loss model
for loan provisions and reinstating
the word ‘prudence’ in the IASB’s
conceptual framework should soothe
some of the concerns. As for ease of
understanding, which is somewhat
subjective, the new disclosure project
should aim to improve clarity.
The EU wants to increase its
influence over the IASB. It would help
if the reformed EFRAG can present a
more united front – although minuscule
user representation on its board is a
weakness. The IASB will have to show
it is listening through the Accounting
Standards Advisory Forum and better
field-testing of proposed changes.
Let’s hope that the EU’s new goal
of capital markets union will reinforce
support for IFRS as the best route to
harmonised standards. ■
Jane Fuller is a former financial editor
of the Financial Times. She serves on
the Audit and Assurance Council of
the UK’s Financial Reporting Council
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The view from

‘

WHEN CONSUMERS SEEK TO SPEND LESS, WE
FACE COMPETITION FROM LOW-VALUE BRANDS’
AMANDEEP BANGA ACCA, EUROPEAN SENIOR
FINANCE MANAGER AT HEINZ
When considering a
career in accountancy, I
was always drawn to the
corporate sector. It offers
many areas of accounting
to choose from – including
financial accounting,
management accounting,
tax, internal audit, strategy
implementation – as
well as opportunities to
advance and become a
finance director.
As a European senior finance manager
at Heinz, my duties are wide and
varied. They involve the management
and financial reporting under US
GAAP of 16 limited companies, which
consist of a combination of holding
companies, treasury companies
and a central Europe cost company.
I also manage zero-based budget
implementation and quarterly
forecasting, do monthly cashflow and
adjusted net income presentations,
handle dividends and capital
repayments planning, and prepare
the statutory accounts of all 16
companies. And I supervise a financial
analyst and a finance manager.
My role regularly challenges me.
The most challenging day-to-day
task is managing ad hoc requests
from European business planning
and performance teams, along with
meeting the set deadlines of US
corporate reporting.
At Heinz, we seek to plan ahead and
address potential challenges over
the next 12 months. For example the
continuing changes in weather patterns
affect the sales of Heinz soups in
the UK. Stiff competition between
supermarkets also makes it difficult for
Heinz to maintain its price range. And

we anticipate further costcutting through zero-based
budget policies.
Heinz is a large company
spread across many
areas. However, the global
economic crisis has
impacted on us. When
consumers seek to spend
less, Heinz faces tough
competition from lowvalue brands. Maintenance of working
capital has also been challenging to
meet year-on-year targets.
Despite these economic challenges,
the Heinz brand remains a strong one.
Such challenges have placed pressure
on Heinz and its employees. The
company has reacted quickly to the
changing landscape when required. For
example, we have taken measures to
reduce costs where appropriate and to
bring the EBITDA into a position where
it will either be in line with or exceed
the year-on-year comparison.
My ACCA Qualification has been a
great benefit in my career so far.
Studying for the ACCA Qualification set
me on my career path here at Heinz
and has helped support a number of
steps along that path so far. I know it
will prove invaluable as I plot the steps
necessary to my next significant career
goal – to become a finance director.
I am open-minded about the direction
of my career. I appreciate that the
corporate sector is a broad one and
presents many opportunities. I have
actively sought experience in different
parts of the sector and today can
demonstrate skills and knowledge
acquired working in logistics, software,
gambling, practice and fast-moving
consumer goods. ■

SNAPSHOT:
TELECOMS
According to telecoms
research site Budde.com,
there are now more mobile
subscriptions than the global
population. The sector also
employs more people than
any other in the world.
The big accounting issue
facing the sector is the
IFRS 15 financial reporting
standard, issued in May 2014,
which governs the recognition
of revenue from contracts
with customers. The standard
is intended to improve
revenue recognition and topline comparability in financial
statements globally.
Mariano Godino, director,
assurance, products
and services at EY, says:
‘Telecoms companies around
the world are expected to
face significant difficulties
in implementing the new
standard, given that their
existing systems and
processes will not always have
all the necessary information
to apply it.’
The standard is effective
for annual periods beginning
on or after 1 January 2017,
with early adoption permitted.
‘Companies can adopt it using
a full retrospective approach
or a modified retrospective
approach,’ says Godino.

US$4.34BN

Data from 451 Research
indicates that the value of total
mobile payments in the UK will
hit US$4.34bn by 2018.
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Raising the red flag
Corporate whistleblowing is on the rise, but many concerns that are raised are ignored,
and over a third of whistleblowers are likely to lose their jobs. So is it worth speaking up?
The highest payout ever made to a
whistleblower by the US financial
regulator, the Securities and
Exchange Commission, is US$14m.
The SEC pays whistleblowers,
including non-US citizens, between
10% and 30% of the amount
collected as a result of the
information received.
In 2014, whistleblowers from the
UK provided the SEC with 70 tip-offs,
topping the foreign tip-off table as a
result. But there are no such rewards
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for whistleblowers in the UK itself –
no rewards at all, in fact – and the
Financial Conduct Authority (FCA)
has recently advised the government
against introducing them in future.
Yet corporate whistleblowing in
the UK is on the rise. According to
a report by Public Concern at Work,
there were 17% more cases across all
sectors in 2013 than in 2012.
More and more complaints are
raised within the financial services
industry too. Research by Kroll shows

that 5,150 people called the FCA’s
whistleblower hotline in the year to
October 2013, compared with 3,813
in the preceding year. As a result,
the regulator opened 254 new cases,
compared with 148 a year earlier. The
cases that made big news in 2014
were Tesco, and the foreign exchange
trading scandal where, after six years
of investigation, the FCA brought
enforcement actions against five major
banks for attempted manipulation of
forex benchmark rates.
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Controls have been tightened,
most probably as a result of the rise
in reports, mainly from the financial
services sector. And the threat of
hefty fines has helped sharpen the
focus of businesses on compliance
and reporting obligations.
‘The tough regulatory penalties
that emerged from the Libor scandal,
and the recommendations from the
Commission for Banking Standards,
have encouraged more people
from the sector to report potential
wrongdoing,’ says Cathy James, chief
executive of Public Concern at Work.

Unprotected
However, many more potential issues
go unreported. In a Roffey Park
survey of over 1,800 managers, more
than half say they have observed
misconduct in their company but a
third chose to stay silent because they
did not think corrective action would

services sector appear to be silenced
far faster than in any other. And those
who decide against raising concerns
do so because they anticipate gagging
or non-disparagement clauses, says
James.
Many fear blowing the whistle
could affect their health as well as
their careers. When Paul Moore,
group head of regulatory risk at
HBOS, alerted the board to the bank’s
excessive risk-taking, he lost his job.
He told the Financial Times that the
process ‘nearly killed him’. Parry
says: ‘He’s not alone in finding there
can be a high price to pay for doing
the right thing.’
Some people report anonymously,
but, says Andrew Durant, head
of forensic investigations at FTI
Consulting, ‘in my experience,
companies invest a lot of time in
trying to identify exactly who the
person is’.

▌▌▌the most common whistleblowing
disclosure is breach of a legal
obligation, including accounting rules
be taken or feared reprisals. Steve
Hearsum, senior consultant at Roffey
Park, says it can be hard to reconcile
the dilemma of whether people
should stay true to their personal and
professional standards by speaking
up, but risk their position, salary
and ability to support their family
in the process. ‘It can be a catch-22
or damned if you do/damned if you
don’t situation,’ he adds.
Figures from Public Concern at
Work show that in 2013, across all
sectors, 63% of the issues raised
were denied or ignored, and over a
third of whistleblowers lost their jobs.
Ignorance was bliss in the case of
Tesco too. ‘The Tesco whistleblower
appears to have been largely
ignored for many months until the
appointment of the new CEO Dave
Lewis,’ says Oliver Parry, corporate
governance adviser at the Institute of
Directors.
Public Concern at Work’s
report Silence in the City reveals
whistleblowers in the financial

Accountants’ duty
Whistleblowers may receive
compensation for any adverse
consequences for them, but whether or
not that balances the personal as well
as financial costs is another matter.
Hearsum says: ‘I can tell you that
speaking out is the right thing to do,
but I don’t have to live with the fallout.’
But Sue Almond, external affairs
director at ACCA, believes blowing the
whistle is a professional and ethical
responsibility. ‘Whistleblowing is about
acting in the public interest, and our
rulebook for members details what
it means – exposing misconduct and
alleged dishonest or illegal activity
occurring within an organisation,’ she
says. ‘I believe it’s a fundamental duty
of the accountant and the auditor to
call it out when it’s wrong, dangerous
or illegal, and to speak out, however
difficult they may feel this is.’
David Whincup, employment
partner at law firm Squire Patton
Boggs (UK), says the most common
subject of a whistleblowing disclosure
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is that a person has breached or
is likely to breach a binding legal
obligation, including a breach of
accounting rules – but not just a
breach of good accounting practice.
He also confirms that an accountant
does not have a statutory obligation
to report such a breach, although
their contract of employment and
professional code of ethics may
impose that obligation.
‘Especially where the individual
is employed at board level or in a
risk or audit function, they are likely
to have a contractual obligation to
raise compliance issues with their
employer,’ he says. ‘To see something
material in those circumstances
and not raise it could be construed as
misconduct and if it’s very serious – if
the breach is extremely grave and very
obvious – it could even count as gross
misconduct, justifying summary
dismissal.’

Making the call
Those employers that do have
whistleblowing policies in place
normally set out the procedures
on the intranet or in the employee
handbook. ‘So, in theory, it should
be fairly easy to establish what the
steps are – report to manager, general
counsel, audit committee or third
party nominated for receiving such
reports,’ says Durant.
Unfortunately, Public Concern
at Work’s statistics suggest most
organisations just pay lip service to
whistleblowing: although 93% have
formal whistleblowing arrangements
in place, more than half do not train
key members of staff designated to
receive concerns and one in 10 admit
their arrangements are not clearly
endorsed by senior management.
This is why Public Concern at
Work has developed a code of
practice for employers, workers
and their representatives, with
recommendations for raising and
handling complaints, training staff and
reviewing procedures. ‘We are running
a First 100 campaign, encouraging
organisations to sign up to the 15
principles of the code,’ says James.
‘We want to see leadership from
the top, demonstrating to staff that
concerns will be taken seriously.

»
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If boards start to ask themselves
whether their arrangements are
working in practice and sanction
those who treat whistleblowers
badly, then we might see a shift in
attitudes.’
In the meantime, what can
you do if a concern you raise is
not dealt with, or not dealt with
adequately? Durant says: ‘You may
need to escalate it in accordance
with internal procedures or, if you
don’t get any traction, you have
the option of reporting to relevant
external authorities.’
You may be able to report
externally straightaway if you feel
unable to tell your employer in
the first place. ‘The Department
of Business, Innovation and Skills
has an online publication that lists
prescribed bodies, such as HMRC for
tax fraud,’ says Almond.
The findings of Silence in the

PROTECTED DISCLOSURES
For a disclosure to be ‘protected’, it must be made in the public
interest. The whistleblower must reasonably believe that one or more
of the following is either occurring, has occurred, or is likely to:
a criminal offence
a breach of a legal obligation
a miscarriage of justice
danger to the health or safety of any individual
damage to the environment
deliberate attempt to conceal any of the above.
The whistleblower should make the disclosure to the employer first or, if
they feel unable to do so, to a prescribed person or body.

*
*
*
*
*
*

that they are making the disclosure
to the correctly prescribed person,’
explains Nick Matthews, global
head of forensic services at Kinetic
Partners.
Whincup clarifies this: ‘There is no
protection if the disclosure is made
for personal gain or made outside

▌▌▌‘THERE ARE GAPING HOLES IN THE LAW
INCLUDING THE PREVENTION OF BLACKLISTING
AND THE ISSUE OF GAGGING CLAUSES’
City show that financial services
whistleblowers are more likely to
approach a regulator directly. ‘This
suggests a lack of trust in employers
and in the internal structures to
protect whistleblowers,’ says James.
She recommends that potential
whistleblowers seek advice at an
early stage. ‘Public Concern at Work
runs a free, confidential advice line,
we operate on a lawyer-client basis
and all communication is legally
privileged.’

Whistleblower protection
Whistleblowers in the UK are
protected under the Public Interest
Disclosure Act 1998 (PIDA),
amended by the Enterprise and
Regulatory Reform Act 2013, against
retaliatory action by employers, such
as dismissal or attempted gagging.
However, their disclosure must meet
certain criteria. ‘The disclosure must
be made in the public interest, they
must reasonably believe that the
information is substantially true and
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the employer without good reason –
the whistleblower must reasonably
believe they would be subject to
detriment if they made a disclosure
internally, or that if they did so,
relevant evidence of the wrongdoing
would be destroyed.’ Similarly, they
will not be protected if the disclosure
concerns something other than the
breach of a legal obligation.
‘In addition to ordinary
employees, the whistleblowing
protection extends to “workers”,
a wider population that includes
partners, agency workers and some
self-employed consultants,’ says
Whincup. But it does not extend
to corporates. ‘So if a firm of
accountants makes a disclosure
about the financial practices of a
client and, in consequence, the client
withdraws its business, there is little
the firm can do.’
Whistleblowers making a
‘protected disclosure’ (see box) are
also protected against victimisation
by colleagues. ‘Workers and agents

will be personally liable if they
victimise a whistleblowing colleague,’
says Matthews. ‘Furthermore,
the employer will also be liable
if they fail to prevent any acts of
victimisation, unless they can show
they took all reasonable steps to
prevent it happening.’
Parry believes PIDA gives the
UK one of the strongest regimes in
Europe for whistleblower protection.
‘It makes the dismissal of an
employee who makes a protected
disclosure automatically unfair, and
compensation is unlimited,’ he says.
But more needs to be done. In
2014, the government announced
proposals to encourage more
employees to come forward. These
include improved guidance for
individuals on how to blow the
whistle, a model whistleblowing
policy for employers, and the
introduction of a duty on prescribed
persons such as regulators to report
annually on the concerns received.
MPs have also been added to the
prescribed persons list.
James says: ‘While the new
requirement on regulators is a step
in the right direction, there are
gaping holes in the law including the
prevention of blacklisting of those
who have blown the whistle and the
issue of gagging clauses.’ ■
Iwona Tokc-Wilde, journalist
FOR MORE INFORMATION:

The Silence in the City report
is available at tinyurl.com/
SilenceCity
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TRUST ERODED, GROWTH UNDERMINED

Corruption, and the perception of corruption, erodes trust
in governments, businesses and markets, according to the
OECD’s recent foreign bribery report. Corruption
also undermines growth and development, with
businesses forgoing innovation and competitiveness in
preference for bribes, and individuals within governments
diverting funds for their own personal use that should be
used to promote the well-being of the public and the state.

1 in 3 cases were instigated by self-reporting
2% of

cases were instigated by whistleblowers

19%

9%
16%

15%

41%

Extractive

SECTOR SUSCEPTIBILITY

Two-thirds (59%) of the foreign bribery
cases occurred in four sectors: extractive;
construction; transportation and storage; and
information and communication.

Large companies

Manufacturing

60%

8%

Information and
communication

Unknown

Transportation
and storage

22%

36%

SMEs

Construction

10%

12%

4%

15%

Management

Non-management

CEO/
president

Unknown

Third
party

THE BRIBE PAYERS

Only 4% of sanctioned companies were SMEs. In 60%
of cases, the company associated with the corrupt
transaction had more than 250 employees. 53% of
cases involved corporate management of CEOs.

RETURNS AND
RETRIBUTION

17 CASES

Fined <50%
of profits

5 CASES

Fined 50%-110%
of profits

7 CASES

Fined 100%-200%
of profits

8 CASES

Fined >200%
of profits

On average, bribes equalled
10.9% of a transaction value
and 34.5% of profits. In 41%
of the 37 cases where data
was available, fines amounted
to at least 100% of the
proceeds gained by bribes.

ABOUT THE SURVEY

The OECD foreign bribery report: an analysis of the crime of bribery of foreign public officials measures and describes
transnational corruption on the basis of data from the 427 foreign bribery cases that have been concluded since the OECD
Anti-Bribery Convention in 1999 came into force. The report is at tinyurl.com/bribery-OECD
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child protection

Companies need to establish and prove that no child exploitation is taking place within
their supply chains. It’s not just a corporate governance issue – it’s a reputational one, too

J

ust over one in 10 children around the world
– some 168 million – are currently working as
child labourers. This has now become a business
issue – one that has the potential to damage
corporate brands where companies are found to have
turned a blind eye to the exploitation of children in
their supply chains. For businesses, therefore, taking
action to protect the rights of children isn’t just about
philanthropy; it is increasingly part of essential
and expected corporate governance.
As highlighted in the recent ACCA report, Accounting
for children: implementing child rights for better business,
companies can have an impact on children’s rights in
numerous ways. Products and advertising can have positive
or negative effects, while exploitation of children via the
internet is a major concern of modern life.

Workplace impact
The workplace is of particular importance when
considering business impacts on children’s rights, not
least as a result of child labour. UNICEF defines child
labour as ‘work that deprives children of their childhood,
their potential and their dignity, and that is harmful to
physical and mental development’. Employing children
under the legal minimum working age – or requiring
anyone under the age of 18 to perform hazardous work –
is child labour.
The problem is particularly widespread in subSaharan Africa, where 21.4% of the region’s children
(59 million) are estimated to be involved. In Asia and
the Pacific, 9.3% of the region’s children (78 million)
are child labourers. Given the increasingly long supply
chains involved in global business today, many Westernbased groups could be unknowingly exposed to the
risk of child labour. Many industries can be affected,
including agriculture and food production, retail, mining,
travel and tourism.
The workplace can have an impact in other ways, too.
If parents are paid wages below the level that they need
to support their families, then their children may be
forced to earn an income. Every company board should
therefore be asking and addressing a number of questions
around children’s rights and the workplace, encompassing
child labour, working conditions, migrant workers and
discrimination.
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boardroom watch list
Questions the board should ask:
How do we know that we are not employing children
under the legal minimum working age?
How do we know that our business partners, via
the supply chain, are not employing children
illegitimately?
How do we know we are not providing poor working
conditions and pay, making it impossible for parents
to provide supportive environments for their children?
How do we know we are not employing migrant
workers who leave their children when they move to
new cities or countries in search of employment?
How do we know we are not discriminating against
certain groups of children, such as those with
disabilities, girls or ethnic minorities?

*
*
*
*
*

Benefits and risks
When boards ask such questions and take steps to
protect children’s rights, the benefits can extend beyond
enhanced risk management. Corporate reputations can
be strengthened when businesses are perceived to behave
responsibly, and the social licence to operate secured.
Businesses that take their responsibility towards
children seriously may also become more attractive
to prospective employees, and benefit from greater
staff retention and motivation. Many employees are
parents, for example, and appreciate employers who
pay a fair wage and offer good working conditions. In
general, businesses that play their part in supporting the
communities in which they operate – including protecting
the interests of children by minimising pollution or
supporting educational opportunities – help to create a
stable and sustainable business environment.
If these are potential business benefits of protecting
children’s rights, so there are risks that arise from ignoring
them. These include increased risk exposure, potential legal
action, reputational and brand damage, human resource
challenges and an unstable social and business environment.
In effect, if business and finance leaders fail to take account
of children’s rights, they run ethical, reputational and legal
risks that will affect the bottom line.

»
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▲ sacrificed childhood

In Bangladesh, more than 650,000 children live on the streets.
They are found working in almost all the sectors of the economy.
Many work 48 hours a week and earn less than $6 per month
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▲ safeguarding education

Syrian child refugees attend a school funded by the European Union
at Al Zaatri refugee camp, in Mafraq, Jordan, near the Syrian border

If businesses need any more persuasion to act, then
shareholders and governments may provide it. There are signs
that shareholder groups are becoming more interested in
the issue of children’s rights – for example, by questioning
whether a company’s advertising and privacy policies
adequately safeguard children. Some investors are beginning
to develop procedures for integrating children’s rights into
their investment decision-making processes. Governments,
too, have been paying attention to the way that companies
impact on human rights, which include the rights of children.
Greater transparency is also being expected, with UK quoted
companies now required to disclose information on human
rights that could affect the business.

How can business respond?
Once businesses acknowledge their responsibilities in
relation to children and their rights, the next challenge is
to act on those responsibilities across all their operations.
The Children’s Rights and Business Principles, developed
by Save the Children, UNICEF and the UN Global Compact,
provide an invaluable launch pad. The principles build on
previous international conventions, and set out actions that
businesses can take to fulfil their corporate responsibility
to respect and support children’s rights in the widest sense:
in the workplace, marketplace and community.
Organisations such as UNICEF have also developed a
number of business toolkits. These are designed to help
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businesses develop policies and codes of conduct in relation
to children’s rights, assess their risks associated with
children’s rights, take action to address and mitigate those
risks, and report on their actions.
Dr Faiza Shaheen, head of inequality and sustainable
development at Save the Children, has no doubt that
such efforts by business are essential. ‘It is becoming
increasingly clear that respecting children’s rights is not
desirable but necessary if businesses are to have a strong
foundation,’ she says. ‘To fully recognise children’s rights,
companies must embark on thorough investigations of their
supply chains, core business and sales activities.’
Childhood is a time of physical, mental and emotional
development – which can all be affected by the actions of
business. Yet children often lack a public voice: they cannot
vote or form trade unions; they cannot influence companies
through buying stocks and shares, and attending shareholder
meetings. Businesses thus have an inescapable responsibility
to consider their impacts on children’s rights carefully. ■
Rachel Jackson, head of sustainability, ACCA
For more information:

You can download ACCA’s Accounting for children:
implementing child rights for better business report at
www.accaglobal.com/ab137
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DON’T ASSUME YOUR COMPANY HAS NO IMPACT ON CHILDREN
Children’s rights are an issue for
business – because children are
important. And this is an issue for a
wider range of companies than you might
think. Any company should ask itself
how it might affect children’s rights, and
what those impacts on children are.
The workplace can have an impact in
a range of ways – particularly in terms of
levels of pay. One of the causes of child
labour is the low rate of wages paid to
their parents. When parents are paid a
poverty rate, they have no choice but to
get their children to work. So the default
position for all companies should be
that they probably do have a significant
impact on children. It is an issue they need to address.
This might not be an issue that comes across the
desks of accountants every day. But what is the remit
of the accountancy profession? It’s not only to look

after the money, but also to look after
the public interest. Accountants have a
mandate to look at their business more
broadly and consider children’s rights.
When children’s rights are not
respected, that could create a risk for
the business. Considering the business
impact on children’s rights ought to be
part of any due diligence review of risk –
which is a familiar activity to accountants.
Finally, we are seeing an increasing
number of regulatory requirements
around non-financial reporting, and these
include the reporting of issues related
to human rights. So this is an issue that
is only going to figure more strongly in
the lives of accountants in future.
Adrian Henriques, ACCA Global Sustainability
Forum member

PROTECTING CHILDREN’S RIGHTS IS BENEFICIAL TO BUSINESS
Children matter to business – as
consumers, family members of
employees, young workers, and as future
employees and business leaders. When
businesses think of children’s rights
they almost always refer to the risk of
child labour in the supply chain. But
almost every business activity leaves a
footprint on children’s lives – whether
through employment conditions of
parents, product safety, marketing
practices or environmental impact.
More companies are beginning to
recognise that protecting children’s rights
is good for business as it leads to better
risk management, enhanced reputation
and the social licence to operate, a motivated workforce,
and a stable and sustainable business environment while
also delivering long-term shareholder value. It is also
undeniably the right thing to do.
The UN Guiding Principles on Business and Human
Rights have changed the expectation of business. The
growing demand for corporate reporting on human rights
from consumers, shareholders, investors and governments
increases the pressure on businesses to undertake due
diligence. This process regularly identifies, prevents,

mitigates and accounts for how impacts
on human rights – including those of
children – are being addressed. It firmly
moves businesses away from a reactive
approach to human rights and towards
one whereby it is their responsibility
to seek out and address any actual or
potential negative impact their activities
may have on individuals and communities.
For businesses new to this concept, the
process may seem daunting. That’s why
UNICEF developed the Children’s Rights
and Business Principles, which guide
companies on the actions they can take to
respect and support children’s rights. It
has also created tools that help businesses
integrate children’s rights into due diligence processes.
There’s much more to this approach than businesses
just avoiding harm. The private sector can be an
incredible force for good in children’s lives and companies
should consider how they can leverage their resources,
skills and innovative approaches to ensure that core
business achieves transformational change for children.
Samah Abbasi, private sector policy and advocacy
adviser: child rights and business, UNICEF UK
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the ebola effect

The fear spread by the Ebola epidemic stretches far beyond the actual geographic reach
of the disease, which has devastated the economies of the three countries hardest hit

A

frica’s economic future is looking bright, as
illustrated by a Deloitte survey released last
November that concludes this is the optimum
time to invest in the continent. In 2013 the gross
domestic product of sub-Saharan Africa grew at a blistering
4.9%, outpacing all of the BRIC nations (Brazil, Russia,
India and China) with the exception of China. And this was
no one-year wonder. The average 5.5% growth rate over the
past decade has been more than double the 1990s rate.
But, as global headlines make only too clear, two
ominous clouds currently hang over the continent. The
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first is a slide in commodity prices, which account for the
lion’s share of African countries’ export revenues. And the
second is a widespread outbreak of Ebola, a gruesome
haemorrhagic fever.
Aside from the obvious human impact of the disease,
any epidemic can have an extremely damaging effect on
an economy. At the height of the panic over severe acute
respiratory syndrome (SARS), for example, a form of avian
flu, retail sales plunged around 15% in Hong Kong, even
though the disease resulted in no more than around 300
deaths in a province with a population of 7.2 million.
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▲ aversion therapy

Greater disease surveillance and
treatment capacity will not only stem the
epidemic but help reverse the behaviour
causing so much economic damage

◄ writing on the wall

The World Bank has warned that the
Liberian economy will contract this
year unless the Ebola outbreak is
quickly contained

Africa may be even more
vulnerable to the panic caused by
the spread of a contagious disease,
worries Edouard Messou, PwC’s
senior partner for francophone
Africa. ‘Many outsiders see Africa
as a single country rather than a
continent,’ he says. ‘So even though
Ebola has so far been contained in
a tiny part of West Africa it risks
scaring off the foreign visitors and
foreign investors who have become
a key driver of economic growth for
many nations.’

Economic toll

in numbers
World Bank has estimated that if the Ebola virus is left unchecked, it
* The
could cost West Africa as much as US$32.6bn.
US spends US$8,895 per person on healthcare, Guinea US$32 per
* The
person, Liberia US$66 and Sierra Leone US$96.
of November 2014 Ebola had killed 5,674 people.
* As
The number of deaths as a result of road accidents worldwide is 1.24
* million, according to the World Health Organisation.
Ebola epidemic could slash up to 12% off the GDP of Liberia – more
* The
than twice what the US economy lost during the global financial crisis.
International Monetary Fund expects sub-Saharan Africa to grow by
* The
5.8% in 2015 compared with 5% for all emerging markets and 2.3% for
rich nations.

The fear that Ebola engenders extends
far beyond the disease’s actual geographical reach and may
linger long after Ebola fades from the headlines. The main
question for economists is whether this could be sufficient
to slow Africa’s promising growth spurt.
There can be no doubt as to the devastating toll on the
three nations hardest hit by Ebola – Guinea, Sierra Leone and
Liberia. Worst off of all is Liberia, one of Africa’s poorest

countries, with a per capita income of just US$410. As of
November 2014, the tiny nation accounted for about 3,000
of the 5,700 deaths from the disease. The understandable
panic has been a hammer blow to a nation that had been
struggling to recover from a long and bloody civil war.
A World Bank report, The economic impact of the 2014
Ebola epidemic, concluded that the biggest economic

»
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▲ commodity consequences

Cocoa prices rose after major producer Ivory Coast shut
its borders to migrant harvest workers coming in from
Guinea and Liberia, its Ebola-ravaged neighbours

consequences were not the direct effects of death, surging
health spending or loss of workers, but rather ‘changes in
behaviour – driven by fear – which have resulted in generally
lower levels of employment, income and demand for goods
and service’.
Investments in vital sectors such as mining, which
accounts for 17% of GDP, have also been put on hold.
As recently as June 2014, the World Bank had expected
Liberia’s economy to expand by 5.9% in 2014. By October
it was forecasting just 2.5%. Few Africa experts would be

the most affected countries, offers one example of this. ‘To
keep our staff as safe as possible we have been restricting
their travel to the worst-hit areas for assignments,’ says
Messou. ‘Since using public transport can increase the risks
of infection, we have arranged a minibus to take some staff
to work. The extra travel time means that instead of working
eight hours a day, some employees are now able to be in the
office just five or six.’
Of course, Guinea, Sierra Leone and Liberia are three
of Africa’s smallest economies, with a combined GDP
of just US$14bn in 2014. That is a
mere 0.8% of sub-Saharan Africa’s
US$1.7 trillion economy, according to
data from the International Monetary
Fund. Whether Ebola harms the
entire African economy will depend
on several factors: how far afield the
disease spreads, how quickly it can be
contained, and how far it is possible to
convince wealthy outsiders not to punish Africa as a whole
for a regional outbreak.
In terms of the spread of the disease there are some
grounds for cautious optimism. True, the outbreak is already
the deadliest by far since the disease was first identified in
Zaire almost 40 years ago. Fatalities from previous Ebola
epidemics have never risen much above 300. The US Center
for Disease Control estimated in September last year that
up to 1.4 million people could be infected by Ebola by early

▌▌▌‘Ebola risks scaring off the foreign
visitors and investors who have become a
key driver of growth for many nations’
surprised if the outcome turns out to be even worse. Extra
healthcare spending and lower tax revenues for Liberia alone
have been estimated to amount to more than US$100m –
5.1% of the country’s GDP.
Add in Sierra Leone and Guinea, and the short-term hit
measured in lost GDP for 2014 alone is likely to add up to
US$359m, the World Bank has estimated.
Part of the damage comes through lower productivity and
higher costs for businesses. PwC, which has operations in
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2015 if the response did not improve. Since the disease has
been killing about 70% of those who get infected, that is a
terrifying prospect. Meanwhile the World Bank has projected
that if the epidemic spreads into neighbouring countries
the total cost by the end of 2015 could reach US$32.5bn –
more than twice the GDP of the three nations at the heart of
the epidemic.
But most experts agree that the response has already
improved. The nations that border Guinea, Liberia and
Sierra Leone have been strikingly successful at containing
the outbreak. Officials in Nigeria and Senegal meticulously
tracked down anyone who could have been exposed to the
disease and monitored them for signs of the illness. As
a result the disease has so far been contained in these
countries. ‘This is extremely encouraging,’ says Amadou
Sy, a senior fellow at Brookings Institution’s Africa Growth
Initiative. ‘The first step is to prevent this from becoming a
continent-wide problem.’
For nations with functioning healthcare systems, Ebola
should be relatively easy to stop. The virus is not airborne
and sufferers are contagious only once they start to exhibit
the conspicuous symptoms of the disease. As a result the
average sick person will infect no more than two others. That
compares to four for HIV and SARS, 10 for mumps and 18
for measles. ‘I believe that within a year the issue with the
disease itself will be largely fixed,’ says Messou.

Back in business
If the disease does die down, the affected economies can
start to get back to some semblance of normality, says
Mead Over, a former World Bank health economist and
now a researcher at the Center for Global Development in
Washington. ‘The main worry over the disease is that it
stops people going about their normal economic business,’
he says. ‘A lot of people have been less willing to go into
work, potentially hollowing out companies and government
bureaucracies. Gradually that fear will subside as the
epidemic is brought under control.’
Unfortunately, outside perceptions may be harder to
shift. The tourism industry accounts for about 10% of
sub-Saharan Africa GDP, including indirect wealth creation.
Until the Ebola outbreak, visitor numbers had been growing
fast, hitting 36 million in 2013. There are already signs
that this burgeoning sector is being hit – even thousands of
kilometres from the affected areas. Bookings are down for
safari trips to Kenya, which is about as far from Liberia as
London is. ‘I was talking to somebody recently who said they
planned to cancel a trip to Papua New Guinea,’ laments Sy.
‘The mere fact that Guinea was in the country’s name seems
to have been enough, despite the fact that it is located on
a remote island north of Australia and obviously has no
reported cases of Ebola.’
‘The trouble with Ebola,’ says Over, ‘is that it plays into
the idea that Africa is a dangerous place, associated with
famine, war and exotic diseases.’
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▲ 3,000 miles

It is as far from Liberia as
London is, but Kenya reports
holiday bookings are down
due to the Ebola epidemic
in West Africa

Such aversion will almost certainly create strong
headwinds for Africa during this year. In addition, many
African nations will have to cope with some self-inflicted
woes during 2015, predicts William Jackson, an analyst for
Capital Economics: ‘Many countries in Africa squandered the
windfalls they received from a decade of high commodity
prices. We see a lot of countries with high budget deficits that
will be hard to sustain if raw material prices remain weak.’
Some African nations – Ghana and Zambia in particular,
– boosted government payrolls and subsidies instead of
investing in productivity-boosting infrastructure projects.
Despite such additional impediments, Messou of PwC
believes that Africa will overcome the Ebola epidemic.
‘This is not going to dramatically slow the continent’s
economic momentum,’ he argues. He points to several
grounds for optimism. ‘The main drivers for growth still
exist,’ he says, adding that the latest commodity price
slump is unlikely to last. ‘A growing global population will
need to be fed and Africa has a disproportionate share of
the world’s arable land.’
Large-scale investors interested in Africa’s mineral
wealth may respond more rationally to the outbreak than
international tourists – especially if the disease is kept
under control. ‘Africa also boasts a burgeoning middle class
and a youthful population, standard ingredients for fast
economic growth,’ says Messou. ‘Democracy and the rule of
law are also spreading and the level of corruption is starting
to decline in many places.’
Ebola may be dominating the continent’s headlines, but it
could be a speed bump that Africa will soon get over. ■
Christopher Fitzgerald and Fernando Florez, journalists
For more information:

Deloitte’s Africa on the cusp of a consumer boom report
is at http://tinyurl.com/Africa-boom

Accounting and Business

44

INSIGHT | CAREERS

Career boost
When you need to persuade colleagues of a new course of action, the numbers are only
half the story, says talent doctor Rob Yeung. Plus, the perfect secondment

TALENT DOCTOR: PERSUASION
Imagine for a moment that it’s Sunday morning and
someone phones you at home. The caller explains he’s
raising money for charity and says: ‘In Zambia, severe
rainfall deficits have resulted in a 42% drop in maize
production since 2000. As a result, an estimated three
million Zambians face hunger.’
But suppose another caller is using a different script
and says: ‘Any money that you donate will go to Rokia, a
seven-year-old girl from Mali, Africa. Rokia is desperately
poor, and faces a threat of severe hunger or even
starvation. Her life will be changed for the better as a
result of your financial gift.’
Which do you think is the more effective charity appeal
– the first or the second? When University of Pennsylvania
scientist Deborah Small ran an experiment actually
asking people to donate to charity, she found that the
second version raised 76% more than the first.
The first type of call is known as a statistical appeal.
And we are trained at work to argue through data,
facts, numbers, logic. But humans have only been using
statistical arguments for a couple of hundred years. On
the other hand, our ancestors have told stories for many
thousands of years.
If I ask you to imagine what starving Rokia looks like,
I’m sure you can summon a mental image: a painfully
thin girl wearing rags, perhaps holding an empty bowl.
And the ease with which we can visualise the subject of
any story means that stories are an incredibly powerful
tool for persuasion.
Suppose you want to persuade colleagues about the
need for a new system, some new technology or way of
working. By all means quote numbers about the savings
that could be had or the benefits. But be sure to tell also
a story about how not having the technology scuppered
an actual project, or one about how a competitor with the
system managed to leap ahead.
Say you’re pitching a product to customers or
investors. Certainly, you should discuss numbers
around the market size and opportunity. But also make
sure to tell a story about how your product helped a
real person. How did it work in practice? How did the
customer feel? A real example brings your product to life
in your audience’s minds. Alternatively, you can share a
cautionary tale about how someone else struggled for
lack of your offering.
I recently coached a senior executive who found
himself unexpectedly out of a job – not through his
fault but due to financial malfeasance on the part of
the CEO. He had good enough experience to get invited
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to interviews, but he wasn’t getting offers. By working
together on stories of how he had led projects, brought
in income, reduced costs, coached members of his team,
implemented new technologies and so on, we helped him
turn himself into an immensely desirable candidate. He’s
now earning more at a major bank.
Rely on statistics and people switch off. But add a
compelling story and you burrow into people’s minds and
make yourself and what you do unforgettable. ■
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and the author of more than 20
career and management books, including How To Win:
The Argument, the Pitch, the Job, the Race. He also
appears as a business commentator on BBC, CNBC and
CNN news
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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TOO BUSY TO GO AWAY

One in five professionals
feel so overwhelmed by their
workload that they dare not
take their full annual holiday
leave allowance, according
to a Robert Walters poll.
Almost half of the 755
respondents said that
deadline pressures were
the cause, with a further
third putting the blame on
consistently large workloads.
In the league table of
professionals who take
their full annual leave,
accountants were middlerankers, with 61% using up
their full quota. However,
ACCA members working in
financial services will also
contribute to the 38% of
professionals in this sector
who don’t take their full
holiday entitlement.

HARDEST WORKERS
AND HIGHEST EARNERS

Another Robert Walters
survey revealed that
professionals worked an
average 44.6 hours per
week in 2014, 3% more
than in 2013. Accountants
again came mid-table,
working 44 hours a week,
slightly below the average,
while those in the financial
services sector worked the
longest at 47.7 hours.
Of the reasons people
gave for looking for a new
job, the most common was
lack of career progression
with 35%. More surprisingly,
in second place came
difficult bosses with 22%.
Perhaps ironically, in third
place were working hours
and company culture.
And to come full circle,
the survey also revealed that
those working the longest
hours earned the most. ■
This page is compiled and
edited by Neil Johnson
FOR MORE INFORMATION:
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THE PERFECT: SECONDMENT
A couple of years spent sunning yourself in Bermuda or the Caymans, some gentle
auditing work, long lunches on terraces with equally relaxed clients and then
apply to make that perfect secondment a long-term position or take your overseas
experience and head home to a CFO role and a champagne reception.
Ok, it’s probably the spiel a graduate recruiter gives a promising candidate, yet a
good secondment not only provides a great life experience, it also offers people the
opportunity to diversify their exposure to business and cultures, develop new skills and
make themselves more valuable to their employer.
‘Be prepared for a tough few weeks,’ says Dr Catherine Armstrong, a lecturer
at the University of Loughborough in the UK. ‘As with any new job it can be lonely
to begin with and also a steep
learning curve. However, you
will soon start networking with
your new set of colleagues and
may even gain a completely new
group of friends.’
Be aware that you may be
expected to hit the ground
running in a secondment,
as people will see you as an
experienced colleague rather than
a novice. ‘So you will probably
have to adjust to your new
environment very quickly and
smoothly,’ continues Armstrong.
‘But if you are adaptable and
aspire to developing new skills
and areas of expertise, you will
thrive in a secondment role and
hopefully be offered exciting
career development opportunities
along the way.’

THE BIG BREAK:
CHAD SINCLAIR FCCA

Assurance senior at EY Los Angeles and president of the Oxford Brookes University
Alumni Association for the US, Chad Sinclair says he has had two big career breaks.
‘The first was the opportunity to start working in the UK in public accounting from
the young age of 19. The second was when I came to the US and required sponsorship
to work here. It took nine months to find what was one of the best experiences of my
life working for an incredible businessman and philanthropist in the mortgage banking
industry. The move also allowed me to be with my girlfriend – now wife – after a twoyear long-distance relationship.’

Top tips for relocating

open to all job opportunities. I came to the US in 2010 when no firms were
* Be
hiring people without visas, so I made a conscious decision to find a role that would

*
*

fit in my desired industry. It wasn’t the exact role I wanted but it let me develop
marketable skills.
Relocate with a large firm. I never had this luxury but mobility is top of mind for
many companies, so if you are thinking of moving to the US, work for a company in
your native country that has the ability to send you abroad.
Be persistent and never give up. I must have sent over 500 emails over a period of
nine months just to get a few interviews.

www.accacareers.com
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Amazon’s mighty flow
In this second article in a series on how strategic vision can create
competitive advantage, Tony Grundy looks at Amazon’s success
I first wrote about Amazon
back in 2001, around the
time the dotcom bubble
burst and the share prices
of dotcom companies
collapsed. Before this,
there had been a spike
in the dotcom sector’s
share price movements
reminiscent of those of
railroad companies during
the 19th century, the great
tulip craze in Holland in the
1630s, and the South Sea
Bubble in 1720.
These surges and
collapses are a product of
behavioural economics,
where rationality goes out
of the window. Amazon
got caught up in this
phenomenon just like
the others but Amazon
proved its resilience and
is now awesome, albeit
somewhat controversial.
Amazon is the product of
American genius Jeff Bezos.
Bezos had a promising
career in the corporate
world, but saw an
opportunity to give
the

▲ global reach

consumer more choice
and convenience through
the internet ordering of –
at the time – books, and
their delivery.
Back then, I thought
that this was a slightly
odd choice: although there
was an unfulfilled need
here, turning that into a

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

the bigger opportunity
was outside that: in
retail generally.
Ultimately, Amazon had
the potential to expand its
value-creating activities
into a network of other
internet retail areas – music
and films being obvious
examples. And why not have

▌▌▌However successful you are, there is no
excuse for not deploying strategic thinking to
turn you from overperforming to awesome
healthy margin would be a
challenge. So it wasn’t quite
so much of a surprise when
Amazon’s share price fell
along with other dotcom
companies. Much could be
blamed on investors, who in
economic/strategy theory
could be characterised
as being in the world of
‘bounded rationality’
(or, in everyday language,
being a bit foolhardy).
Bezos had a number of
ingredients of the
‘cunning plan’
(see my earlier
articles). He

Amazon founder Jeff Bezos in India
where the online retailer will invest
$2bn as part of its expansion plans
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offered customers a lot
more choice, speed,
reliability and superior
customer service. He broke
through what I have called
the industry mindset – that
is, the assumptions and
the expectations of what
an industry is like and how
competitors behave in it.

CPD

Amazon attacked
competitors in a very
innovative way. Its mindset
was hardly a love of books.
It simply provided a way
for customers to browse
for, order and receive
books. Indeed, while this
opportunity was the one
that triggered the
foundation of the
company’s original
business model,
for Bezos

a go at things like toys,
electronics, bikes – you
name it? The strategy was
a ‘cascade’ of one related
thing after another.
Another key ingredient
of the ‘cunning plan’ was

management and strategy | insight

the Amazon name, which
was so very simple. Bezos
spent just 10 minutes going
through the dictionary and
got midway through the
As. Reputedly he went to
his colleagues and said
very simply: ‘Our name
has got to be Amazon. We
are going to be very big –
like the Amazon river.’ He
was indeed prescient – by
2013 Amazon’s sales were
around $74bn with $2bn
free cashflow. Very early
on, Bezos had a clear if
stretching strategic vision.
Amazon’s product range
is incredible. I recently
wanted to buy some of the
‘magic spray’ that football
referees use so that I could
hold it up at accounting
conferences as an example
of a cunning plan. I bought
it quickly and easily within
five minutes on Amazon – it
therefore also adheres to
the 34th of my 55 ways of
being cunning: make what
you sell as effortless as
possible to buy.

Market strategy
Amazon is interesting
not just because of its
competitive scope, but
also because of its market
strategy. Michael Porter of
Harvard Business School
suggested in 1985 that
companies need to choose
not only whether to have
either a broad market/
product focus or a narrow
one (a niche strategy), but
also either a differentiation
or cost leadership strategy.
Otherwise you confuse both
the customer and yourself,
and don’t focus capital or
revenue cost expenditure
in the right way. Other
strategists would contend
that you can mix the two
as a hybrid.
A differentiation strategy
is where the product or
service is either perceived
to be, or is, of superior
customer value and has a

definite price premium. A
cost leadership strategy
is where the price may be
similar or usually lower than
the competition, but costs
are certainly lower.
From nearly 25 years
of consulting I have found
that hybrid strategies are
typically hard to bring off.
If you do adopt a hybrid
strategy, then (a) you need
to know where your main
focus is, and (b) you need
to ensure that you don’t
undermine value creation
or lower your costs through
being inconsistent in your
competitive style.
In Amazon’s case, the
core strategy is clearly more
a cost leadership one when
compared with bricks and
mortar retailers. Amazon
has massive warehousing
facilities and processing
capability, which give it
physical economies of scale.
That in turn gives it cost
advantages. But in its service
it is differentiated – so it is
something of a hybrid.
Amazon is ultra-keen
on customer feedback,
and Bezos has spread
customer focus as a mantra
throughout the organisation.
So when my wife’s year-old
Kindle suddenly stopped

working and she called
Amazon customer service,
they immediately agreed to
send her another. Delighted
customers spread such
feedback as I have just done.
Such service differentiation
doesn’t just bring loyalty but
also encourages customers
to buy more from Amazon.

Funerals too?
The company is venturing
into some perhaps
unexpected new areas (for
example, by exploiting its
distinctive capability in
handling large amounts of
data) and for new types
of customer (corporates),
sending a shiver down the
spines of many large IT
companies. In terms of
strategic options, it might
consider product extensions
to, for example, higher-price
items (cars or motorbikes?)
What about services too,
such as insurance, funerals
and holidays?
The Amazon brand is
potentially limitless. For
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example, could Amazon
sell higher-value products,
say over £1,000? And if
so, could it also provide
the finance? Maybe it
could combine the two and
become a bank. It could
buy a batch of high-value
products under a ‘when it’s
gone, it’s gone’ model, sell
it for 10% less, provide costeffective finance and deliver
it next day.
However successful you
are, there is no excuse for
not deploying strategic
thinking to turn you from
overperforming to awesome.
Amazon has made some
mistakes, but it is quick
to learn from these and
change – it really is the
adaptable corporation.
So consider: what can
your company learn from
Amazon’s truly visionary
business model? ■
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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The free accounts payable system
In this second article in a series on the accounts payable function, David Parmenter
explains why your organisation needs a ‘purchase card’

Accounting and Business

AP and p-card targets
Numbers
of suppliers’ invoices
Invoices over
£2,000
20% to 30%

Value
of suppliers’ invoices

Handled
by AP
systems

Invoices over
£2,000
70% to 80%

Invoices
under
£2,000
70% to 80%

Handled
by p-card
system

Invoices under
£2,000

Total value spent

Most organisations are
happy with this level of
control and will accept
sole liability for all p-card
expenditure. However, the
overly cautious can have the
liability rest with a member
of staff and then reimburse
them before payment
is due. This involves the
organisation in more
processing, so it is not the
preferred option.
P-cards work particularly
well with designated
suppliers, who insert the
purchasing organisation’s
general ledger (G/L)
code information for the
transaction, having been
briefed what the relevant
G/L codes are.
The p-card would not
be used on a transaction
that is trapped through a
major supplier’s electronic
consolidated invoice.
All the p-card holder
has to do is access the
bank’s p-card system via
the internet and enter their
security details to view
their statement. If they
have purchased from a
designated supplier, all will
be coded, thus underpinning
the use of designated
suppliers. It will only be the
one-off purchases that need
coding. The p-card system
can be preset with the most
frequently used p-card G/L
codes to aid efficiency.
AP staff look at p-card
coding status, send warning
emails off – ‘You only have
24 hours to finish your
card coding’ – and place
all uncoded expenditure
into a default account in
the budget holder’s area
that is called ‘uncoded
p-card expenditure’.

Total invoice numbers

The average cost of a
whole purchasing cycle is
estimated at £30 to £40
per transaction. This cost
is horrific when you realise
that a high portion of your
transactions are for minor
amounts. The diagram to
the right shows a typical
profile of accounts payable
(AP) invoices.
The bulk of invoices can
be for low-value amounts,
especially if consolidated
invoices have not yet been
organised. Remember, it
costs the same to process a
£20 transaction as it does a
£200,000 one.
In addition, is it
appropriate to request
that budget holders raise
an order in your purchase
order system for a £20
transaction? Surely the AP
system should be designed
around 100% compliance
on major invoices – say, over
£2,000, £3,000 or £5,000,
depending on your size?
Here’s where the
purchase card – or ‘p-card’ –
comes in. P-cards have been
undersold to management.
Never call them another
credit card; I call them
‘a free accounts payable
system’ – that usually
catches their attention.
There are many controls
over p-card expenditure
(I have never come across a
p-card fraud): p-card holders
have a limit on any one
transaction as well as daily/
weekly/monthly expenditure,
cannot purchase items
that do not relate to their
function, and so on. The
controls are all recorded on
the card’s magnetic strip,
with different card holders
having different limits.

20% to 30%

Next steps
1 For more information search the internet for
‘purchase card’ and ‘name of your bank’.
2 Visit p-card sites and download free p-card
procedure manuals.
3 Contact the provider of your accounts payable
application and ask for three organisations that are
using a p-card with your general ledger.
4 Email me at parmenter@waymark.co.nz for a list
of p-card better practices.
5 Practise your sales pitch 10 times live before you
deliver it to senior management (see my earlier
article on selling change).

It is important that the
CEO supports the system
by making phone calls to
the main offenders: ‘What
do you not understand
about the importance of the
p-card system?’, making it
clear that non-compliance is
a career-limiting activity.
AP can simply upload all
the expenditure straight into

the G/L, and all the p-cards
are paid by one – yes, one!
– direct debit payment.
Now you can see why most
organisations in the US use
this system. ■
David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
For more information:

www.davidparmenter.com
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The introduction of a new
accounting standard or a
change in an accounting
standard can have a
significant impact on an
entity from an internal
as well as an external
perspective. As a result, the
International Accounting
Standards Board
(IASB) has
recently agreed
to conduct
an ‘effects
analysis’ before
publishing any
International
Financial Reporting
Standard (IFRS).
When the IASB issues
a new or significantly
amended IFRS, it changes
the way in which financial
statements show particular
transactions or events.
Changes in reporting
requirements always come
with a cost.
The IASB uses
discussion papers and the
‘basis for conclusions’ to
explain the steps taken to
ensure that a proposed IFRS
has taken into account the
costs and benefits of the
new reporting practice that
it introduces.

What’s the impact?
The IASB considers a
variety of matters prior to
the issue of a standard.
These matters include how
the changes improve the
comparability of financial
information and the
assessment of the effect on
an entity’s future cashflows.
Further considerations
include whether the
changes will result in better
economic decision-making,
the likely compliance costs
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Accounting for changes
Graham Holt discusses the IASB’s application of effects analysis to
new standards and any material changes in existing standards

for preparers, and the
potential cost for users of
extracting the data.
On application of the
new IFRS, investors will
be provided with different
information on which

This, in turn, could affect
how investors vote at a
shareholder meeting or
influence their investment
decisions. New financial
reporting requirements
may call for the disclosure

▌▌▌NEW REPORTING REQUIREMENTS MAY CALL
FOR DISCLOSURE OF INFORMATION THAT IS OF
COMPETITIVE ADVANTAGE TO THIRD PARTIES
to base their decisions.
Investors’ assessment
of how management has
discharged its stewardship
responsibilities could be
changed as could the cost
of the entity’s capital.

of information that is of
competitive advantage to
third parties, which would
be a cost to the entity.
A change in an
accounting standard could
result in some entities no
longer investing in certain
assets or change how they
contract for some activities.
For example, the comment
letters on the exposure draft
on leases suggest that some
entities would change their
leasing arrangements if
operating leases had to be
shown on the balance sheet
with ‘adverse economic
impacts including the loss
of thousands of jobs’.
Further IFRS-based
financial statements
are used in contracts
or regulation. Banking
agreements often specify
maximum debt levels or
financial ratios that refer
to figures prepared in
accordance with IFRS. New
financial reporting

»
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permit use of the last-in
first-out (LIFO) method,
companies using LIFO
would have to pay income
taxes sooner because of the
higher cost of sales under
LIFO. The impact has been
estimated to be greater
than US$80bn if the tax law
was not changed. However,
neither the FASB nor the
IASB base accounting
policy decisions on
tax consequences.

on or after 1 January
2014. This amendment
provides an exemption
from consolidation of
subsidiaries for entities
that meet the definition
of an ‘investment entity’,
such as some investment
funds. Instead, such entities
measure their investment in
certain subsidiaries at fair
value through profit or loss
in accordance with IFRS 9,
Financial instruments, or IAS
39, Financial instruments:

▌▌▌WHERE IFRS IS USED AS THE BASIS FOR INCOME
TAX, A CHANGE IN A STANDARD CAN AFFECT THE TAX
BASE. THE CONSEQUENCES CAN BE SIGNIFICANT
requirements can affect
those ratios, with potential
breach of contracts. Many
jurisdictions have regulation
that restricts the amount
that can be paid out in
dividends, by reference to
accounting profit. Further,
some governments use IFRS
numbers for statistical and
economic planning purposes
and the data as evidence for
constraints on profitability in
regulated industries.
Taxation is often
calculated on the profit
measured for financial
reporting purposes. Where
IFRS is used as the basis
for income tax, a change in
a standard can affect the
tax base. The economic
consequences of the link
of accounting with tax
liabilities can be significant.
If the US Financial
Accounting Standards Board
(FASB) were no longer to
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Some jurisdictions
require an impact
assessment before a
new standard, or an
amendment to a standard,
is incorporated into the
law. Such a review may take
into account the increased
administrative burden on
entities in that country or
its consistency with local
company law.

Financial statements
On a micro level, where new
and revised pronouncements
are applied for the first time,
there can be an impact on
the drafting of the financial
statements. The financial
statements will need to
reflect the new recognition,
measurement and
disclosure requirements.
For example IFRS 10,
Consolidated financial
statements, was amended
for annual periods beginning

recognition and measurement.
The consequences of this
amendment will be farreaching for those entities.
IAS 8, Accounting
policies, changes in
accounting estimates and
errors, contains a general
requirement that changes
in accounting policies are
fully retrospectively applied.
However, this does not apply
where there are specific
transitional provisions. For
example, when first applying
IFRS 15, Revenue from
contracts with customers,
entities should apply the
standard in full for the
current period, including
retrospective application
to all contracts that were
not yet complete at the
beginning of that period.
For prior periods, the
transition guidance allows
entities an option to either:
1 apply IFRS 15 in full

CPD
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to prior periods (some
limited practical
expedients are available)
2 retain prior period
figures as reported
under the previous
standards, recognising
the cumulative effect
of applying IFRS 15
as an adjustment to
the opening balance of
equity as at the date
of the beginning of the
current reporting period.
Further, IAS 8 requires the
disclosure of a number
of matters about the new
IFRS. These include the title
of the IFRS, the nature of
the change in accounting
policy, a description of
the transitional provisions,
and the amount of the
adjustment for each
financial statement line item
that is affected.
Additionally, IAS 1,
Presentation of financial
statements, requires a third
statement of financial
position to be presented if
the entity retrospectively
applies an accounting
policy, restates items or
reclassifies items, and those
adjustments had a material
effect on the information in
the statement of financial
position at the beginning of
the comparative period.
IAS 33, Earnings per
share, requires basic
and diluted earnings
per share (EPS) to be
adjusted for the impacts
of adjustments resulting
from changes in accounting
policies accounted for
retrospectively, and IAS
8 requires the disclosure
of the amount of such
adjustments. Where there
are new accounting policies,
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the impact on the interim
financial statements will
not be as great as on
the year-end accounts.
However, IAS 34, Interim
financial reporting, requires
disclosure of the nature
and effect of any change
in accounting policies and
methods of computation.

Entity assessment
The entity itself should
prepare an impact
assessment relating to
the introduction of any
new IFRS. There may be
significant changes to
processes, systems and
controls, and management
should communicate the
impact to investors and
other stakeholders. This
would include plans for
disclosing the effects of
new accounting standards
that are issued but not yet
effective, as required by
IAS 8. Audit committees
have an important role in
overseeing implementation
of any new standard in
their organisations.
For example, under
IFRS 15, an entity may
need to evaluate its
relationships with contract
counterparties to determine
whether a vendor-customer
relationship exists.
Existing revenue
recognition
policies will
also need to be
evaluated to determine
whether any contracts
within the scope of IFRS
15 will be affected by the
new requirements.
Where a new standard
requires significantly
more disclosures than
current IFRS, the entity
may want to understand
whether it has sufficient
information to satisfy the
new disclosure requirements

or whether new systems,
processes and controls
must be implemented to
gather such information
and ensure its accuracy.
The entity should choose a
path to implementation and
establish responsibilities
and deadlines. This may
help to determine the
accountability of the
implementation team
and allow management to
identify gaps in resources.
For example, IFRS
15 requires entities that
select the full retrospective
approach to apply the
standard to each year
presented in the financial
statements. This will require
entities to begin tracking
revenue using the new
standard from the current
period to the effective date
of 1 January 2017.

Implementation time
A key thing about recent
standards is that the
IASB has given entities a
reasonable amount of time
to plan implementation.
For example IFRS 9,
Financial instruments,
has an effective date of
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expected credit loss model
for calculating impairment.
It also supplements the new
general hedge accounting
requirements that were
published in 2013.
Insurance companies will
be greatly affected as they
plan to adopt new standards
on financial instruments
and insurance contracts.
However, before insurers
reach conclusions about
how they apply IFRS 9,
they will want to consider
its interaction with the
forthcoming standard on
insurance contracts.
Accounting standards
have economic effects,
which can be beneficial
for some entities and
detrimental to others. The
IASB’s evaluation of costs
and benefits are by nature
qualitative. The quantitative
effects should be anticipated
by entities as they are the
ones that will feel them. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan

1 January 2018. However,
insurance companies will
need this time to plan
their implementation.
The new IFRS 9 standard
includes revised guidance
about the classification and
measurement of financial
assets, including a new
FOR MORE INFORMATION:

www.ifrs.org
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly
round-up of the latest developments in financial reporting, audit, tax and law

REPORTING
FRS 101

The Financial Reporting
Council has proposed a
small number of additional
disclosure exemptions to
FRS 101 in its consultation
FRED 57: Draft amendments
to FRS 10; Reduced
Disclosure Framework. It
seeks views on amendments
to IAS 24, Related Party
Disclosures and IFRS 1, Firsttime Adoption of International
Financial Reporting Standards,
and discusses why it has
not considered amendments
to IFRS 15, Revenue and
IFRS 9, Financial Instruments,
at this stage.
The consultation is
open for comment until 20
March and would apply to
periods beginning on or
after 1 January 2015. It can
be found at tinyurl.com/
fred-57

DISCLOSURE

The Financial Reporting
Council has indicated that it
‘expects to see high quality
disclosure’ of complex
supplier arrangements ‘in
forthcoming annual and
interim reports and accounts
and plans to include it as
an area of focus when it
reviews audits and accounts
during 2015’. It urges
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that boards of ‘retailers,
suppliers and other
businesses provide investors
with sufficient information
on their accounting
policies, judgements
and estimates arising
from their complex
supplier arrangements’.
They regard B2B fees,
contributions, discounts,
multiple offers and volume
rebates as falling within
the definition of ‘complex
supplier arrangements’.
You can find out more
at www.accaglobal.com/
advisory

REMUNERATION

The GC100 and Investor
Group published a
statement updating its
guidance on the Directors’
Remuneration Reporting
Regulations 2013. The
update takes account of
the views and experiences
of the group over the 2014
AGM season as well as other
developments. The 2014
statement highlights nine
areas of clarification or
change from the previous
guidance that need to
be considered. They
include 2014 UK Corporate
Governance Code: Impact
on remuneration policies
previously approved – malus
and clawback and Information
about the approved policy
in subsequent remuneration
reports. You can find out
more at tinyurl.com/
dir-guide

AUDIT
EDUCATION:
ENGAGEMENT PARTNERS
International Education
Standard 8, Professional

Competence for Engagement
Partners Responsible
for Audits of Financial
Statements (Revised), is
aimed at International
Federation of Accountants
bodies but should also be
considered by firms and
engagement partners.
The revised standard
focuses on the professional
competence requirement
for engagement partners
who have responsibility
for audits of financial
statements and is effective
from 1 July 2016.
Table A, ‘Learning
Outcomes for the
Professional Competence
of an Engagement Partner’
highlights the minimum
CPD assessment that
will be required by an IFAC
body of a professional
accountant performing
the role of an engagement
partner. Auditors and
firms may wish to review
the table and their auditor
training requirements.
The standard can be found
at tinyurl.com/ies8-rev

AUDITING AND ETHICAL
STANDARDS

The Financial Reporting
Council (FRC) consultation
on the options available
following the EU Audit
Directive and Regulation
amending auditing and
ethical standards is open
until 20 March. The new
requirements come into
effect on 17 June 2016 and
will apply to financial years
starting on or after that date.
The FRC highlights
the following areas, while
stressing that any specific
changes to standards will be
consulted on during 2015:
Entities not covered by
the definition of public
interest entities (PIEs):
The EU definition is
different from the
current requirements of
the FRC’s auditing and
ethical standards;
Non-audit services: The
regulation prohibits the
provision of certain nonaudit services by auditors
of PIEs through a ‘black
list’ and places a cap on

*

*

ONLINE IFRS SERVICE
The IFRS Foundation has launched its latest online
resource, eIFRS Professional, which provides access
to authoritative, annotated versions of IFRS and
supporting materials.
Benefits to subscribers include:
a standards comparison tool;
a new user interface, with access to all IFRS content;
a new search facility;
access to the IFRS Foundation’s Education resources;
access to the foundation’s archive of content,
available in multiple languages and spanning more
than four decades.
To find out more, including a walkthrough of the new
functionality, visit tinyurl.com/eifrs-pro

*
*
*
*
*
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permitted services. The
FRC is consulting on how
to apply the cap and the
list most effectively in the
UK; and
The geographic extent
of application: Under
the regulation, the
prohibitions on non-audit
services to PIEs or their
controlled entities within
Europe apply to auditors
and their network firms.
The consultation seeks
views on whether these
prohibitions should apply
in relation to all audited
group entities, irrespective
of their location.
More at tinyurl.com/frccons-eu
The IAASB’s changes to
its requirements on auditor
reporting will be explained in
next month’s issue.
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TAX
CONTRACTORS
LOAN SETTLEMENT
OPPORTUNITY

Originally open until
9 January 2015, the
opportunity to disclose has
been extended to 30 June,
with HMRC stating that
any settlement ‘should be
agreed by 30 September
2015 at the latest’. It has
also stated that ‘if you
have taken advice and do
not want to settle, please
contact us. You do not have
to wait until September
2015 before you can
progress a case to First
Tier Tribunal.’ HMRC says
that where payments made
under a loan scheme make
use of a discretionary trust
or trusts, then as well as
being subject to income
tax, many schemes will also
give rise to an IHT liability.
This ‘is a reflection of the
more general position where
taxed or untaxed income is
settled into discretionary
trusts which is then subject
to “relevant property” trust
charges for IHT.’

CHARITY AUDIT
The short consultation, which took place over Christmas and the New Year on charity
audit and independent examination, closed on 27 January with the promise that any
changes would come into force on 6 April. The proposals, which impact charities in
England and Wales, would see independent examination thresholds remaining at
current levels, possible additions to the list of independent examiner bodies and an
increase in the audit threshold.
The proposed new audit threshold would be where a charity has:
An income of more than £1m; or
One of the following options highlighted in the consultation:
Assets worth more than £3.26m and an income of more than £500,000;
Assets worth more than £5m and an income of more than £500,000.

*
*
*
*

The two main charges that
apply are the anniversary
charge and an exit charge,
which may also arise when
the trust makes a payment
or transfers value to the
contractor, or the trustees
take an action that reduces
the value of the trust fund.
The following is an
example of an s86 Trust
with sub trusts, provided
by HMRC:
Ali is a contractor who
used a contractor loan
scheme between April 2007
and March 2011. During
that time he was contracted
to provide strategic IT
services for a UK company.
Monthly payments under the
contract were paid through
an offshore remuneration

company, then onwards
to a trust that meets the
conditions of s86. The Trust
allocated £8,500 per month
to a sub trust of which he
was the sole beneficiary,
and it loaned him the full
£8,500 immediately. Over
the period, loans totalling
£408,000 were made to Ali
by the trustee.
As the sub trust does not
satisfy s86, an s72 charge
on property leaving an s86
trust may apply. However,
the allocation to the sub
fund was made within three
months of the trust receiving
the payment and does not
therefore trigger any s72
liability. For the charge to
apply the payment must have
been held by the s86 trust

for at least three months
before it leaves the s86 trust.
Ali wants to take
advantage of the settlement
opportunity and arranges
through the remuneration
company and trustee to
provide him with written
confirmation that the loans
have been written off on
10 January 2015.
Broadly, the IHT
computation is based on
the value lost by the trust
and the length of time from
April 2007 to March 2011 for
which the loans have been
held as relevant property,
and takes into account the
nil rate band. The total IHT
due is £2,801.25.
More at www.accaglobal.
com/advisory
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number of safeguards:
‘4.9 We intend the power
to be used sparingly, in
cases involving significant
tax under consideration
or involving issues which
are novel, complex, or
have a wider impact,
including those which can
include tax avoidance.
4.10 Operational
arrangements for
exercising the power
will be put in place to
ensure the power is
used appropriately,
fairly and consistently.
These arrangements will
include nominated senior
officials to approve each
use of the power. HMRC
will consider whether
it would be practical
for that person to have
no line management
responsibility for case
workers or any role in the
affairs of taxpayers to
maintain a separation of
responsibilities.
4.11 We anticipate that
the taxpayer would also
have the right of appeal
against the “Tribunal
referral notice”, in respect
of the application for sole
referral to Tribunal. If
the taxpayer did appeal,
and this was heard by the
Tribunal, a hearing on the
substantive issues would
follow, unless the Tribunal
decides the HMRC
application was incorrect.
There will be no right
of appeal against the
“Tribunal referral closure
notice” (that puts the tax
into charge following the
final decision) unless it
fails to reflect the final
outcome of the litigation.
As such a notice would
only be issued once all
rights of appeal to senior
courts on a point of law
have been extinguished or
exhausted.’
The consultation is open until
12 March and can be found
at tinyurl.com/hmrc-clos

*

*

EXPORT
UKTI guides aim to assist businesses that are interested in developing their
overseas trade. They contain sections that consider start-up, legal, and tax and
customs issues. The latest updates are for Algeria and Libya and can be seen at
tinyurl.com/ukti-guides
You can find business, political and economic updates at tinyurl.com/gov-obr and
tinyurl.com/fco-updates
Details of regimes and designated persons subject to sanctions can be found at
tinyurl.com/HMT-sanctions

*

NOTICE AND GUIDANCE
UPDATES

Revenue and Customs
Brief 49 (2014): VAT –
Prompt Payment Discounts,
explains how the revisions
to paragraph 4, schedule
6 VATA 1994 will work
from April. The paragraph
requires suppliers to
account for the amount
they receive and customers
for the amount they have
paid. The system previously
allowed for VAT to be
calculated on the payment
discounted price. Suppliers
have two choices and will
‘need to decide, before
they issue an invoice, which
of the processes they
will adopt to adjust their
accounts in order to record
a reduction in consideration
if a discount is taken-up’:
Suppliers may issue a
credit note to evidence
the reduction in
consideration – in which

*
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case, a copy of the credit
note must be retained as
proof of that reduction.
Alternatively, if they
do not wish to issue a
credit note, the invoice
must contain the
following information (in
addition to the normal
requirements):
1. t he terms of the
prompt payment
discount (PPD terms
must include, but
need not be limited to,
the time by which the
discounted price must
be made);
2. a
 statement that
the customer can
only recover as input
tax the VAT paid to
the supplier.
HMRC recommends that
the following wording be
included on invoices where
the second alternative
is selected:
‘A discount of X% of the

*

full price applies if payment
is made within Y days of the
invoice date. No credit note
will be issued. Following
payment you must ensure
you have only recovered the
VAT actually paid.’
HMRC has also produced
a pro-forma invoice.
You can find links and
guidance on notices and
briefs at www.accaglobal.
com/advisory

TAX ENQUIRIES

HMRC consultation Tax
Enquiries: Closure Rules
proposes a change from the
current joint taxpayer/HMRC
referral to first-tier tribunal
by allowing HMRC a right of
sole referral. The proposal
changes the self-assessment
enquiry framework in
respect of income tax and
NIC, including class 2 and
4 in certain circumstances,
capital gains tax and
corporation tax. It contains a

Update | Technical

SCOTTISH TAXPAYERS

When the Scottish rate of
income tax is introduced
in 2016, the focus will be
on where that individual
resides. HMRC has said
that if the taxpayer’s ‘sole
or main place of residence
[is] in Scotland for more
of the tax year than in
another part of the UK’
they will be regarded as
resident in Scotland. HMRC
has said that it ‘expects
to contact individuals
in autumn 2015 if their
records indicate they are
a UK taxpayer and their
place of residence is in
Scotland. If an individual
believes their status is
incorrect they should
contact HMRC.’

GIFT AID

In its publication Gift Aid:
what donations charities and
CASCs can claim on, HMRC
highlights that Gift Aid can’t
be claimed on:
payments for goods and
services;
donations of money from
a company;
gifts made on behalf
of other people – for
example, a membership
subscription paid on
behalf of somebody else;
gifts that come with
a condition about
repayment;
gifts that come with a
condition that the charity
buys goods or services
from the donor;
payments received in
return for goods or
services – for example,
admission to a concert
or a fee for a sponsored
challenge;
a ‘minimum donation’
where there is no choice
about payment;
gifts made using ‘charity
vouchers’ or ‘charity
cheques’;
donations received before
the date that HMRC
accepts your organisation

*
*
*
*
*
*

*
*
*

as a CASC or a charity for
tax purposes.
In the section on charity
membership fees, HMRC
highlights that: ‘To qualify
for Gift Aid, charity
subscription payments
must be for membership
only. They must not give
members personal use
of the charity’s facilities
or services’, and it states
that ‘CASCs can’t claim
Gift Aid on membership
payments because
members are given personal
access to the club’s
facilities or services.’
More at tinyurl.com/
hmrc-gift-aid

FATCA: EFFECT ON
UK ENTITIES

As a result of the UKUS inter-governmental
agreement, the Foreign
Account Tax Compliance Act
(FATCA) is now part of UK
law, through section 222
of the Finance Act 2013.
The major impact will be
on banks, but accountancy
firms are also affected.
A financial institution
(FI) must inform the IRS
when any sums are paid
to or for a US person,
regardless of where the
payment is made. The IRS
must be confident that the
FI has adequate systems in
place in order to identify and
record US persons. A failure
to do this will lead to a
default, with the result that
penalties and penal rates
of withholding taxes (30%)
may be imposed.
UK entities are subject to
the rules and are likely to be
asked for their FATCA status,
together with the usual
money-laundering and client
identification processes.
More at www.accaglobal.
com/advisory

CAMPAIGNS

The Solicitors Tax Campaign
allows solicitors to bring
their tax affairs up to date.

They have until 9 March to
contact HMRC; they then
have until 9 June to make
the disclosure and pay what
they owe.
It will also be important
for solicitors to consider
the impact for them of their
rules and standards. Visit
www.sra.org.uk
More on the campaign at
tinyurl.com/hmrc-sol

LAW
EMPLOYMENT LAW

As highlighted last
month, the updated ACCA
employment law factsheet
suite sees the addition of
a new factsheet covering
family rights. This highlights
the changes that will apply
from April:
Shared Parental Leave (SPL)
In respect of babies
expected on or after 5
April, parents (which
includes adopters and
the partners of the
mother) will be able to
‘mix and match’ their
leave, sharing out a pot
of leave in a pattern to
be agreed between them,
subject to a limited right
to object by the employer.
Mothers will have to take
the first two weeks off
work after the birth of
their child (four weeks
in the case of manual
workers) but after that
they will be free to
return to work if they
wish to and hand some
or all of the remaining
leave to their partner/
father of the child. They
have to opt to terminate
maternity leave and
therefore give up the
rights and benefits of
maternity pay and leave.
In order to calculate what
period is available for
SPL, the employer will
add together any period
of maternity leave taken
before the baby is born
to the two weeks after the

*

*

*
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birth, and the balance
left from 52 weeks will be
available to share.
Once a woman returns
to work from maternity
leave, her leave comes
to an end, whereas
with SPL, either party
can return to work
sporadically, taking it in
turns to care for the baby.
Each parent will be able
to give a minimum of
three leave notices to
their employer. If they are
applying for a period of
continuous leave, eg four
weeks, then there will be
no discretion to refuse
them. If they are for
discontinuous leave – eg
two weeks on, two weeks
off – then the employer
will be able to refuse to
grant the request
Each leave notice must
be given to the employer
at least eight weeks
before the parent in
question wishes to take
their leave.
Adoption leave and pay
There are new rights
for the primary adopter
to take paid time off
for up to five ‘adoption
appointments’ and
for the secondary
adopter to take unpaid
time off for up to two
such appointments.
Leave becomes a ‘dayone’ right.
Statutory adoption pay
is to be brought into line
with statutory maternity
pay, so the first six weeks
will be paid at 90% of
the employee’s normal
earnings, rather than at a
flat rate.
This and the updated suite
of Technical Factsheets
147-157, including
example contracts of
employment, computer
use policy and standard
statement of terms and
conditions, can be found
at www.accaglobal.com/
advisory

*

*

*

*

*
*
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Technical | Update

AUTO-ENROLMENT
Recent research on auto-enrolment shows that:
Preparations should begin at least six months in
advance of the staging date.
More preparation will be required in the final month
prior to staging.
You should involve someone who is familiar with
running your payroll from an early stage.
You should communicate early and widely.
Not all advice is prohibitively expensive.
You can view the results at tinyurl.com/dwp-auto
The following is advice that the Pensions Regulator
has issued to employers preparing for auto-enrolment. It
highlights that many will be relying on their accountants
for support, advice and practical help.

*
*
*
*
*

What is automatic enrolment?
‘All employers have a legal duty to automatically enrol
certain staff into a workplace pension scheme by a
deadline that is specific to them. The law also applies to
employers who have one worker.’

What do I need to do?
‘Tens of thousands of small employers will be required by
law to automatically enrol their staff from June. Smaller
businesses may be more likely to leave things until the last
minute which will put them at risk of enforcement action
by the regulator. The regulator expects that it will use its
compliance powers more frequently.’

When do I need to do it by?
‘Your “staging date” is the date the new duties come
into force for your business. There are a number of tasks
employers will need to do before this date, however, and
the regulator recommends making a start 12 months
beforehand. It is vital you do not guess your staging date
– use the tool on The Pensions Regulator’s website, which
only takes a few minutes.
‘Once you know your staging date, you can use the
regulator’s handy timeline planner tool, which will help
show what you will need to do and by when.
‘Please tell the regulator who’ll be responsible for
automatic enrolment in your business to ensure you don’t
miss out on important communications.
‘You need up-to-date information about your staff
and should check if any existing payroll arrangements
are suitable for implementing automatic enrolment. A
pension and payroll system should be in place at least
six months before the staging date. As thousands of
employers will be doing the same it makes sense not to
leave these tasks to the last minute.
‘Five months after the staging date, employers must
complete a declaration of compliance with The Pensions
Regulator; this is a statutory requirement.’

Can I do it myself, or will I need extra help?
‘Recent research carried out by The Pensions Regulator
suggests that increasing numbers of small and micro

Accounting and Business

employers will be approaching their business advisers
(accountants/IFAs/bookkeepers) to guide and support
them through the automatic enrolment journey. If you are
thinking of asking your adviser for support, ensure you
allow plenty of time. Also, make sure you are clear about
the services they will offer you – and those they will not.’

What happens if I don’t comply?
‘The responsibility for complying with the employer duties
rests with the employer. The regulator has a range of
powers to tackle non-compliance, including serving fixed
and escalating penalties notices. If you fail to comply
with your duties, the regulator may take enforcement
action and issue a notice and/or a penalty.’
One of the areas highlighted is the need for contact
arrangements to be put in place. The Pensions Regulator
requires a primary contact but also allows for a secondary
contact. The primary contact will be a senior person within
the business – CEO or MD. The secondary contact can
be an internal person, such as the payroll manager or
accountant, or an external person, such as a practitioner.
The Pensions Regulator has responded to questions on
the sharing of information and the need for an equivalent
64/8, stating:
‘Agents will always require proper authorisation from
the employer they purport to act on behalf of, and this
is a matter for the agent and their client to agree.
The DoC (Declaration of Compliance) is currently
submitted via the Government Gateway Service.
The Gateway sign up process requires the agent
to provide certain information which an agent not
properly authorised should be unable to provide. A
unique ID number is issued and must be used in order
to access the DoC form.
Authorisation is verified by the agent having the two
known facts about the employer which demonstrates
a connection with the employer – letter code and PAYE
scheme reference.
The DoC also includes a compulsory tick box for the
agent to confirm that they are authorised to act on
behalf of the employer.
Following submission, an acknowledgment is sent to
the agent, with the employer receiving a copy of the
information submitted on their behalf – giving clear sight
of what has been submitted and by whom, as well as the
opportunity to say if the agent is not so authorised.
The equivalent of HMRC’s 64/8 form is therefore not
required by The Pensions Regulator for DoC purposes.
It remains good practice to ensure that proper
authorisations are in place between employer/agent. In
other circumstances, further proof of authorisation may be
required by TPR in order to discuss details of an employer
with agents.’
You can find guidance and letters for employees
and, for practitioners, engagement letters at
www.accaglobal.com/advisory ■

*
*
*
*
*
*
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TECHNICAL | IFRS REVIEW

Sturdy foundations
A review of IFRS in the EU has revealed widespread approval for the standards in Europe
and an appetite for bringing more companies and trading platforms under its control
ACCA is calling on the
European Commission
to propose extending the
scope of mandatory use
of International Financial
Reporting Standards (IFRS)
within the European Union,
stressing the value that is
created by IFRS in Europe
and worldwide.
The call comes following
the commission’s launch
of a review last year of
the impact of making
IFRS compulsory for the
consolidated financial
statements of around
7,000 EU companies whose
securities are traded on a
regulated EU market.
Mandatory IFRS was
laid down by the EU’s
International Accounting
Standards (IAS) regulation
1606/2002, and the
commission is now reviewing
the operation of that
regulation. It will assess the
feedback from the major
accounting players this year
and may draft amendments
to the regulation as a result.

Anomalies
In its submission, ACCA
notes ‘some anomalies’
created in the EU by the
regulation not requiring IFRS
for all major companies.
ACCA points out: ‘There are
some listed entities that
are not required to prepare
consolidated financial
statements in IFRS because
they have no subsidiaries.’
These entities can use
national generally accepted
accounting principles
(GAAP) ‘even though their
equity and/or debt is
publicly traded’.
Likewise, companies
traded on secondary markets
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in the EU are not required
to present IFRS financial
statements either, ‘even
though they have outside
investors in their shares
and bonds’. Such trading
platforms may not meet the
regulation’s definition of a
‘regulated market’.
‘These anomalies should
be corrected,’ suggests
ACCA. ‘An IFRS-based set
of accounts should be

In general, ACCA wants
more IFRS. Its consultation
note declares: ‘Comparable
and high-quality financial
reporting remains very
important for capital
markets. A single set of
accounting standards such
as IFRS is a necessary and
important component in
achieving that objective.’
This is why ACCA has
such a high opinion of the

to medium term goal’, but
this has not stopped the
spread of IFRS elsewhere.
Also, while differences
between UK GAAP and IFRS
were not always major,
contrasts with some EU
GAAPs were more profound,
with IFRS pushing real
change. ‘The restatements
that entities in different
member states reported in
2005 were evidence of the

▌▌▌‘MUCH OF THE COMPLEXITY OF THE FINANCIAL
PERFORMANCE AND POSITION BEFORE 2005 WAS
OBSCURED BEHIND APPARENTLY SIMPLER ACCOUNTING’
made available.’ ACCA’s call
comes despite the EU’s 28
member states potentially
having contrasting policy
goals for accounts released
by public companies without
subsidiaries. Some simply
want to provide financial
information while others
want to aid investment
decisions. ACCA accepts
that this diversity ‘could
make the requirement to use
IFRS problematic’.
For companies traded
on secondary markets,
ACCA accepts that writing
a broader common legal
definition to include such
platforms might be difficult
for the EU. It suggests that
dealing with this problem
might perhaps best be
done through a voluntary
process, by encouraging
member states to extend
IFRS to such companies
of their own volition. That
way, the need to agree a
common EU definition of
a secondary market could
be sidestepped.

IAS regulation, saying it
‘created a huge impetus
behind the adoption of IFRS
around the world’. It adds
that ‘EU adoption remains
a cornerstone of IFRS’,
with particular progress
being made by laying down
sophisticated rules for some
complex issues such as
financial instruments and
share-based payments that
are often poorly covered by
national GAAPs.
Looking ahead,
ACCA accepts that IFRS
convergence with US GAAP
‘is no longer a viable short

extent of these differences,’
says ACCA. And since then,
there has been ‘a significant
increase in comparability’,
not just in the EU, but in the
more than 100 jurisdictions
using IFRS worldwide.
While financial statements
have become longer since
2005 as a result, with
accounts wrestling with
more complex transactions,
ACCA thinks that this has
been positive: ‘Much of the
complexity of the financial
performance and position
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before 2005 was obscured
behind apparently simpler
accounting.’ It cites exposure
to derivatives-based risks
and their use in hedging,
which ‘was hidden under
previous GAAPs’.

Capital access ally
IFRS adoption has helped
companies access capital in
the EU and internationally.
By receiving financial
information based on
harmonised and robust
reporting standards,
transparency, accountability,
reliability and management
stewardship are all boosted.
Without IFRS in the EU,
the financial crisis would
have been harder to manage,
ACCA points out, and made
it tougher to untangle banks’
financial positions. Also, the
use of IFRS in the EU has
helped accounting staff move
between companies and
countries, enabling ‘easier
and improved training and
education of accountants’.
A detailed reform
favoured by ACCA would
be a change to the EU’s
macro-hedging carve-out

for IAS 39 on financial
instruments, allowing
banks to reflect their risk
management practices in
financial statements. ACCA
says that investors might not
be aware that this affects a
limited number of banks: ‘It
would be better, therefore,
if statements of compliance
by companies and their
auditors referred to “IFRS
as issued by IASB” [the
International Accounting
Standards Board] plus “as
endorsed for use in the EU”.’
Among other
contributions to the
European Commission
review, the Federation of
European Accountants
(FEE) is also largely positive
about the impact of IFRS
in the EU. It stresses it
‘has made it possible for
listed EU companies to
access international capital
markets (including in the
US) with their IFRS-based
financial statements without
any further reconciliation
or preparation of other
financial information’.
It suggests a more
comprehensive expansion of

IFRS in the EU than called
for by ACCA, saying the
IAS regulation should be
updated to include any listed
companies not currently
required by the IAS regulation
to present consolidated
financial statements.
And it wants the
regulation to ensure IFRS
should be made available
as an option to other
companies and entities:
‘This would be beneficial if
the entity seeks to go public
in the future. Therefore we
suggest that reporting under
IFRS should be available for
every company.’

Firm response
As for accounting firms,
Grant Thornton International
also supports extending
the IAS regulation to
listed companies without
subsidiaries. It also opposes
calls to exempt smaller EUlisted companies from ‘full
IFRS’, maybe developing a
reduced disclosure regime
for them.
‘We believe that IFRS is
sufficiently scalable that
smaller listed entities do
not face undue burdens
and that differential
reporting regimes among
EU-listed companies would
increase complexity and
impair transparency,’
says Grant
Thornton.
EU
adoption
of IFRS
has helped
push convergence
of US GAAP with IFRS,
according to Crowe
Horwath International,
even though the US has
not formally embraced the
international standard.
While Crowe
Horwath is largely
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happy with the scope of the
IAS regulation in terms of
mandatory IFRS, it is not
content with the way the EU
adds to IFRS on a standardby-standard basis. The
process typically takes eight
months, with the European
Financial Reporting Advisory
Group (EFRAG), the
European Commission, the
EU Accounting Regulatory
Committee, the European
Parliament and the EU
Council of Ministers all
discussing adoption.
‘This process is too long,
too bureaucratic and a
waste of public resources,’
says Crowe Horwath.
It adds that the IASB
already develops IFRS using
a ‘thorough and transparent
process’, making the
additional EU screening
‘largely unnecessary’ and
preventing companies
from implementing a
standard by an IASB
deadline. It is calling for ‘a
considerable simplification
of the process’, ideally
with each new IFRS being
adopted automatically.
This stance is backed by
the International Federation
of Accountants (IFAC),
which says it is ‘unclear
why the EU needs to have
an endorsement process
that follows the issue of a
standard by the IASB’.
IFAC suggests that
EFRAG should conduct
consultations and
assessments of the potential
impact of a standard in the
EU concurrently with the
IASB’s development of it.
This would allow EFRAG, and
the EU in general, ‘to be an
integral part of the process
of the development of the
standard’, says IFAC. ■
Keith Nuthall, journalist
FOR MORE INFORMATION:

Read ‘IFRS under the EU microscope’ at
www.accaglobal.com/ab/155
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The view from

‘

TO PROGRESS, I THINK IT IS IMPORTANT
TO STAY FLEXIBLE AND OPEN-MINDED’
DANIEL HOBDEN ACCA,
SENIOR MANAGER, HAINES WATTS
When I was younger I read an article
that estimated that 70 to 80% of CEOs
had an accountancy background. At
that stage I wasn’t sure which career I
wanted, so it seemed a safe bet to study
accounting and finance and ensure that
all options remained open to me.

The breadth of material that you
are required to study for the ACCA
Qualification has technically equipped
me for the challenges that I have faced
on client work. And the networking
opportunities that ACCA provides have
helped me to broaden my contacts.

I really enjoy meeting clients, hearing
about their businesses, the challenges
they face and the opportunities they
are presented with. It’s great to hear
them speak with such passion and
then use our skills within the firm to
assist them on their business journey.

Obtaining the ACCA Qualification
with some good grades and my social
life still very much intact has been a
particular high in my career so far.
Completing my first corporate finance
transaction after a few tense meetings
and challenges was also rewarding.

Working in the practice sector gives
you a range of experience with
clients across all sectors and at
different stages of their business
lifecycle. Also the accessibility
of service line experts allows
you to develop your own
understanding of the different
services that an accountancy
firm offers.

I had to make some early changes to
my career path because, after leaving
university in 2008, I had my heart set
on a career in corporate finance and
more specifically private equity. So
I adapted and followed the more
traditional accounting role. Upon
qualification, I made another
major move by transferring into
business development, which let
me to develop my networking and
strategic skills.
Finally, as the market
recovered I moved back
into chargeable work in
the corporate finance
service line, something
that I had waited for
and maintained an
interest in during
the downturn.

To progress, I think
it’s important to
stay flexible and
open-minded. Many
accountants I know
pass their exams
and look to leave,
but I personally
looked to move
internally first
into different
streams (from
accountancy
into business
development
and then into
corporate finance).
You can continue to
develop your value in
your current firm whilst
strengthening your CV.

Outside of work,
I enjoy spending
quality time with my
young daughter and
my wife. When I get a
chance, I enjoy going
to the gym, playing golf,
watching football and
horse racing or having a
beer with mates. ■

SNAPSHOT:
DIRECT TAX
Accountants specialising
in direct tax help clients
fulfil their tax obligations
and work with organisations
and individuals to structure
transactions and operations
in a tax-effective way that
mitigates tax risk and
complies with tax laws.
‘Broadly, corporate tax
specialists work can be split
into compliance-focused
and advisory-focused work,’
explains Matthew Gravelle,
partner at Brewer Morris.
‘Compliance centres around
ensuring that businesses
comply with all regulations
concerning tax returns and
tax accounting requirements.
Advisory is a catch-all term
for considering tax matters
affecting businesses.’
‘The market at the moment
is pretty buoyant,’ says
Gravelle. ‘The focus on tax
in the press and the increased
regulatory environment means
that businesses need to
ensure they are meeting
the requirements as set by
HMRC and international
revenue authorities.

24

KPMG’s Corporate and
Indirect Tax Rate Survey
2014, covering G20 and
OECD countries, showed that
nine countries had increased
and 24 had decreased their
corporate tax rate in the two
years since the previous
2012 report.
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A change of mindset
Finance professionals have a deserved reputation as trusted advisers to small businesses
and startups, but are entrepreneurs and accountants always on the same wavelength?
Entrepreneurs and accountants can be
a powerful combination. Accountants
provide the discipline and planning
that entrepreneurs can sometimes
neglect, analysing the implications of
ideas, articulating business plans
and projections,
and providing
reassurance
to potential
investors.
A good accountant can
be the difference between
success and failure for a
growing business, and as a
result accountants are widely
seen as the most trusted advisers
to business. But complacency
kills – which is why a new discussion
paper from ACCA’s Global Forum
for SMEs is looking at whether the
skillset of accountants is in danger of
becoming out of touch with the needs
of entrepreneurs.
The discussion paper, A new breed
of adviser for the modern-day enterprise,
argues that the pace of change of
business means that the accountancy
profession needs to constantly evolve
and innovate. ‘The professional training
received by accountants means that
they should be very well placed to
provide advice on financial strategies,
business planning, risk management
and other tasks crucial for startups’
health,’ the paper points out. It
goes on to say that the accountant’s
skillset is not automatically a good fit
for the needs of fast-growing young
businesses and that this gap is likely
to widen.
The paper says that finance
professionals do not typically excel in
‘unrelated’ skills such as marketing,
communications, brand and reputation
management, and suggests that
accountants need to ‘address these
weak spots in order to provide a more
rounded service that factors in the
value and impact of these areas on
the bottom line to get a truly accurate
picture of the financial health and
potential of a business’.

Accounting and Business

‘but that finance professionals
should make an active effort
to bear in mind the changes
going on around them
and the changing needs
of businesses in terms of
funding, business support,
technology and so on. It’s
about self-improvement,
recognising the skills they
need and considering
finance in the wider
business context.’

A different angle

Language barrier
The forum also argues that part of
the problem is that accountants
and entrepreneurs essentially
speak different languages. The
communication skills of accountants
tend to be interpersonal and
organisational (listening, building trust
and resolving conflict, for example),
while entrepreneurs speak the language
of leadership (persuasion, encouraging
change, building motivation).
Accountants, says the report,
need ‘to build a different set of
communication skills, involving
elements of marketing, advocacy
and influencing’.
The forum suggests that using
real-life business scenarios, case
studies and role-play as part of the
training process could help finance
professionals build these softer skills.
Its paper also considers the potential
of massive open online courses
(MOOCs) in enterprise education.
‘The forum is not suggesting that
the formal training of accountants
needs to change,’ says Charlotte
Chung, ACCA’s senior policy adviser,

The paper also suggests that
accountants could benefit
from a fundamental change of
perspective when dealing with
entrepreneurial businesses. The
profession ‘as a whole rightly focuses
on stewardship’, it says, with a business
treated as a going concern that must
be protected. Entrepreneurship, though,
is driven by risk, trial and error –
‘entrepreneur exits are the norm and
failure is common’, the paper says.
Appreciating how reporting and
performance measurement might
change in a move away from a
stewardship role, says the report,
would help accountants understand
early-stage entrepreneurship and earlystage investors better.
The paper includes a number
of recommendations for finance
professionals and entrepreneurs to
encourage them to work more closely
together. ‘The forum felt strongly that
there is a difference in the thought
processes of finance professionals
and entrepreneurs,’ says Chung. ‘The
paper is intended to start a discussion,
and ask whether the profession and its
qualifications need to adapt.’ ■
Sarah Perrin, journalist
For more information:

A new breed of adviser for
a modern-day enterprise is at
www.accaglobal.com/ab/154
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The view from

‘

I SAID I WOULD NEVER SIT ANOTHER EXAM’
PETER BATESON FCCA, CHIEF EXECUTIVE AND
FINANCE OFFICER, WITHAM FOURTH DISTRICT
INTERNAL DRAINAGE BOARD
SNAPSHOT:
BARNETT
FORMULA
The formula was introduced
in 1978 by the now deceased
Lord Barnett FCCA when, as
Joel Barnett, he was chief
secretary to the Treasury.
As the UK government
varies its spending on services
in England, block grant to
the devolved governments
of Scotland, Wales and
Northern Ireland is varied
proportionately. But according
to a 2001 report by the House
of Commons Library, if the
formula were replaced by an
objective assessment of need
in the devolved nations, each
would have their grant cut.
The Institute for Fiscal
Studies also says that the
devolution of business rates
to Scotland and Northern
Ireland has not been properly
taken into account. If it were,
Scotland would have had its
budget cut by an additional
£600m and NI by £200m from
the last two comprehensive
spending reviews.

IMPACT OF THE
BARNETT FORMULA

Breakdown of government
spending on public services
in 2012–13:
England £8,529
Wales £9,709
Scotland £10,152
Northern Ireland £10,876

*
*
*
*

Source: Public expenditure by
country and region, House of
Commons Library, 2014
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Ours is a small public
body, delivering waterlevel and flood-risk
management for over
700 kilometres of
watercourses running
across 40,000 hectares of
Lincolnshire. We operate
seven pumping stations
and in 2012 – our wettest
year so far – we pumped
the equivalent of the
contents of Rutland Water! As well as
leadership and finance, my role covers
regulatory and governance compliance
under the supervision of DEFRA.
My typical day starts at 7am for
a 60-minute commute to Boston,
Lincolnshire. On arrival I eat
my porridge and scan news and
social media for flood-related
comment or stories, signposting
these to colleagues. I respond to
correspondence, speak to the finance
and engineering teams to manage dayto-day issues, and work on reports and
consultations. I get to London monthly
for meetings of the Association of
Drainage Authorities, of which I am
company secretary.
I have a low boredom threshold, so I
like variety – and my role has plenty
of this. I can be preparing briefing
notes for a local MP one minute and
updating the board’s website the next.
Our workload is determined by
the rainfall, which makes budget
management tricky. Climate change
will make this even more erratic,
but so far we have stayed ahead of
the weather.
I wish the government would learn
from Holland and treat flood risk
management as a long-term strategic

‘must have’ and invest
accordingly. I saw the
impact of the flooding in
Boston in December 2013
first hand, and it took
families and businesses
an unbelievable amount
of time to recover.
Flooding has an impact
on so many parts of the
economy and our personal
lives. Prevention is much
cheaper than the costs of clearing up.
I began my career with Deloitte and
was part of their CSR initiative;
I believe in socially responsible
business. I am currently a Young
Enterprise Business Advisor at a local
secondary academy and a governor at
a local primary school. I introduced
‘CARE’ programmes in my previous
roles, which had huge benefits through
employee volunteering for individuals
and employers.
After qualifying in 1991, I said I
would never sit another exam. But
18 years later, I completed an MBA
at Nottingham Law School, which
cemented my interest in strategic
thinking. Dedicating £16,000 and most
of my spare time to the MBA was a
big commitment, so I was incredibly
pleased to complete it. My current role
benefits from my development through
the MBA programme.
I love new technology. I also sing
and play the guitar most evenings
and have played a couple of small
gigs. I play golf at the weekends and
have an allotment, which is neglected
for half the year, yet it still manages
to produce lots of vegetables. I am
also a member of the ACCA public
sector network and regularly attend
its meetings and events. ■
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Angel of the north
The government is devolving powers to northern cities as a way to rebalance the UK’s
heavily London-centric economy and promote regional growth. Will it work?
Around 80% of global
economic growth is
generated by cities, yet in
the UK only 61% of national
economic growth is created
by cities. Even so, the UK
has an economy that is
overdependent on London
and its financial services
sector. There is accordingly
a strong case for developing
a new economic model in
which the northern cities play
a central role.
In fact, argues the IPPR
North think-tank, the north
of England is far more
important to the UK economy
than Scotland, Wales and
Northern Ireland put together.
While the three devolved
nations contribute 13% of UK
economic activity, the figure is
19% for the north of England.
Yet in the 10 years to 2012
– a period in which Scotland,
Wales and Northern Ireland
gained devolved powers – the
devolved nations grew faster
than the north of England.
Devolution of governance
might, it seems, have a
direct impact on economic
performance. Here lies one
argument for giving northern cities
more powers and capacity to run
themselves. But the question now is
just how many powers and how much
capacity should be devolved.
‘In 10 years’ time, with the right
leadership and with a revitalised local
democracy, there is no reason why the
north of England shouldn’t take up its
place alongside the most prosperous
northern European regions,’ suggests
Ed Cox, director of IPPR North. To
achieve this, says Cox, we have to
implement the right policies, which
need to be locally relevant.
Jim O’Neill – the former chairman
of Goldman Sachs Asset Management,
who coined the BRIC and MINT
acronyms – chaired the City Growth
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▲ northern destiny

A new mayor for Greater Manchester is to
be endowed with executive powers over
transport, planning, skills and housing
Commission, which last October
published an influential blueprint for
the development of 15 major UK city
regions that it called ‘metros’. Several
of the metros are based in the north,
potentially forming what chancellor
George Osborne calls the ‘northern
powerhouse’ and which O’Neill, less
elegantly, terms ‘ManSheffLeedsPool’.

Urban mass
The commission’s report is strongly
focused on transport connectivity. ‘If
our closely geographically located

cities can have the best
transport between them,
allowing their current, and
potential future, consumers
and producers to feel as
though they are all part of
one urban mass, then the
benefits that typically accrue
to London could be repeated
elsewhere,’ says O’Neill.
The pathfinder for a
new devolution settlement
for northern city areas is
Greater Manchester, where
a combined authority brings
together 10 urban councils.
The chancellor announced
in the autumn statement
some £6bn of investment in
transport improvements for
the north. The headline project
is the previously promised
HS2 rail line from London
to Manchester, an HS3 line
connecting Manchester and
Leeds, plus an Oyster-type
electronic payment card for
local transport.
As part of the Greater
Manchester deal, there will
be a directly elected mayor
for the combined authority
area. The new mayor will
have executive powers over
transport, skills development, policing,
planning and housing.
Central to the City Growth
Commission’s findings is that
regional economic growth is best
directed locally, not from London.
Consequently, the Greater Manchester
deal is intended to be the first of many
such arrangements. Sheffield quickly
followed, again with a combined
authority that will deal with the
skills agenda, benefit from improved
transport connections and introduce
transport ticketing similar to London’s
Oyster cards.
But the politics of devolution are
difficult. Directly elected mayors,
for example, are a contested issue.
A referendum in the Manchester
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City Council area – just one part of
Greater Manchester – rejected the
elected mayor model. Yet the northern
devolution settlement contains the
paradoxical contradiction of imposing
an elected mayor on the city in order
to give it more devolved powers. In the
case of Sheffield, a settlement was
agreed with the combined authority
without a mayor being directly elected.

Achieving consistency
Another problem with devolution is
achieving a consistent approach. This
is obvious with arrangements with
Scotland, Northern Ireland and Wales.
Each devolved parliament or assembly
has different powers, as well as different
levels of block grant from the UK
government. Some of the tensions
became apparent during the Scottish
referendum debate and have raised
the question of whether there is now a
contest between devolution for English
regions and the devolved nations.
Fears during the Scottish
referendum that the electorate
was moving towards voting for
independence led to concessions
from the government that it may have
subsequently regretted. That, in turn,
caused a backlash among Conservative
MPs, who believe that Scotland,
Wales and Northern Ireland receive
too much financial support compared
to England. Some also feel that MPs
from the devolved nations should
not have a say in legislation affecting
England given that English MPs have
no say in most legislation for the
devolved nations.
The issue of how devolution plays
out in Scotland, Wales and Northern
Ireland is affecting the more limited
devolution to the English regions.
Some lobbyists argue that this is
why the devolution settlement for
the major cities has been less farreaching than many civic leaders
had hoped.
‘In the wake of the Scottish
Referendum, the coalition

▲ the fur could fly
Protester outside last
year’s Conservative
party conference, which
attracted demonstrations
against the proposed HS2
railway line from London
to Manchester

government is running scared,’ says
Michael Dawson, campaigns director of
the Campaign for the North pressure
group, ‘so much so, that “devolution” is
quickly becoming a political buzzword.
Therefore, the question is not if
devolution occurs, but how and to what
extent and on whose terms. Ensuring
that devolution is orchestrated by the
people and for the people – that is the
greatest challenge we face.
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‘Full tax-raising powers, the ability
to raise finance from an asset base and
our own banking and financial system
– this is genuine devolution that would
create an environment that attracts
investment and encourages local
economies to grow. It is for precisely
these reasons that the north needs a
devo-max government with the political
and economic clout to rebalance
Britain’s overly centralised economy.’

▌▌▌‘Without greater control over
local taxes, all talk of devolution and
rebalancing the economy is just hot air’
‘Take the North, for example. Does
Manchester want sham devolution,
whereby a mayor who has been
imposed on us by the chancellor
remains in the back pocket of the
civil service? Because as long as
our purse strings are controlled by
Whitehall, northern cities have no
real autonomy.

Richard Threlfall, UK head of
infrastructure, building and construction
at KPMG, makes a similar point.
‘It is deeply disappointing that the
government has failed to bring forward
any proposals for fiscal devolution to
England’s major city regions as many
had hoped,’ he says. ‘Compared to
other countries, the buying power in
the hands of UK local government is
almost pointlessly small. Without a
greater degree of control over local
taxes, all talk of devolution, investing in
our city regions and rebalancing the UK
economy is just hot air.’
O’Neill himself makes the same
point. He explains: ‘The UK is one of
the most centrally driven countries in
the world when it comes to tax raising
and spending. So we set ourselves
the question, could it be the case that
by giving our metro areas and others
more power we could confidently
expect a positive economic and social
impact?’ His answer to his own
question is ‘yes’.
The chancellor has listened
closely to the City Growth
Commission on many of its
findings but, like ministers
previously, has stepped back
from giving local government
more financial autonomy.
Central government’s
willingness to hand over
financial control will
be the ultimate test
for devolution within
England. ■
Paul Gosling,
journalist
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Cheques away!
At British Airways, Matt Dolphin’s team gets under the wing and knows how big an Airbus
A380 pushback tractor has to be – just one challenge of being finance business partners
Getting passengers into the
airport, through check-in, to
the gate, onto the aircraft,
with its doors to automatic
and crosschecked, and
pushed back from the
airbridge takes a lot of
money and a lot of people.
In among the uniformed
crew – the check-in and gate
staff, the baggage handlers,
the ramp crew – unnoticed
by the passengers, are the
accountants. Matt Dolphin,
head of finance business
partnering, operations, at
British Airways, is captain
of a fleet of 16 accountants
– who are now rebranded as
finance business partners.

Accounting and Business

The team looks after all
of BA’s worldwide costs
‘below the wing’ – known as
‘ground operations’ – and all
the ‘above the wing’ costs
incurred at the airport, from
the moment passengers go
to check-in to when they
show their boarding passes
to the flight attendant. ‘My
work is to do with getting the
plane away,’ Dolphin says.
That’s a telling phrase,
because the traditional
caricature of the accountant
might once have been that
they are there to prevent
the aircraft from getting
away, because that costs too
much money. As a finance

business partner, however,
Dolphin’s role is to work with
the business, not against it.
‘The role is to be the
face of finance among the
line areas – to be there for
support and for challenge,’
he says. ‘I suspect it’s
not a great deal different
from some finance roles
in the past, but I think the
wording aligns itself much
more accurately to what
individuals actually do as
finance business partners.’
Operational staff did have
finance support before, but
Dolphin says: ‘It was a bit
more gatekeeper accounting
– “No, you can’t have this;

okay, we’ll let you have
that” – rather than sitting
with the leadership team
and saying, “Let’s work on
these problems, let’s do it
together. You fail, I fail.” I
think they welcome that.’

World class
The job title arose out of
a BA initiative that began
a couple of years ago
to develop a world-class
finance function. ‘That’s
where we wanted to focus
our finance managers,’
he explains. ‘They are all
qualified accountants, and
we wanted to upskill them in
terms of how they approach

THE CHALLENGE | PEOPLE
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‘As a qualified accountant you’ve
earned a seat at the table. Now you
need to expand your skillset and
your breadth of knowledge to be
more influential in the business.’

TIPS

skills but also to have a
really good relationship with
the general manager that
they’re working with, without
going native,’ Dolphin says.
Dolphin deals with that
risk by asking managers
in operational areas for
feedback about how his
finance business partners
are faring. ‘I can gauge quite
a lot from that response. So
if it’s a bit too warm and
friendly… then it’s a bit too
warm and friendly! If it’s
kind of, “Fine, we get on,
but sometimes it’s a pain in
the backside,” then great –
that’s just what I want.’
He also reviews the
business cases coming
through to see if perhaps the
finance business partner has
been a bit soft in challenging
the proposal. ‘I’m one step
removed, so I can look at it
and say, “Is that the right
level of challenge?”’
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‘Culturally, places will be different;
some may be more political than others.
It is all about the people – you can’t just
say, “I’m really good at the numbers.”’
‘Feedback is a gift. After a presentation,
ask someone, “What message did you
get out of that? I was trying to get over
XYZ. Did that come across?”’

up and get close to it to
understand the challenges
that they’re facing,’ he says.
When he introduced the
finance business partner
concept to the team, Dolphin
recalls: ‘Some grabbed it and
really ran with it, and there
were a few others for whom
it was beyond their ability to

effective presentations and
build relationships.
‘There are backroom
accountants who should
never see the light of
day – they are fantastic
and we need them,’ says
Dolphin. ‘But we also need
accountants who almost
can’t be spotted as being an

▌▌▌‘WE NEED ACCOUNTANTS WHO CAN’T BE
SPOTTED AS ACCOUNTANTS FROM 500 YARDS AWAY.
IT’S ABOUT NOT LOOKING LIKE YOU’RE FROM FINANCE’
the internal customer. Part
of that transition – apart
from improving their soft
and hard skillsets – was
to change their job title to
finance business partner so
that in their head that was
how they saw themselves,
and also so that operations
staff saw them as the
finance business partner goto person.’
Tasks might involve
writing an investment
business case, trying to
extract the most value from
a limited budget or finding
new ways for people in
non-finance departments
to achieve their operational
objectives. A change in
the accountant mindset
is required, however. ‘The
challenge is getting them to
keep hold of their finance

Although Dolphin’s
team numbers 12 in BA’s
Heathrow headquarters and
another four in the US, he
has hardly ever seen the
entire team together – and
that’s the way he likes it.
‘Generally I would expect
them to spend at least
half of their week with
the line area that they are
supporting,’ he says.

Sleeves up
Dolphin has an airside
security pass, of course. ‘I
go out onto the ramp, I look
and see what a pushback
tractor looks like, so when
they say, “We need a new
one because that’s not
big enough to push back
an Airbus A380,” I can
understand that. You need
to get your sleeves rolled

grab some of the other skills
we were looking for.’

Soft skills
He adds: ‘I have no problem
getting qualified people.
What I struggle to get
is qualified people with
interaction skills or the ability
to influence or to present –
all those soft skills.’
Dolphin has recruited
not only from outside BA
but even outside the airline
industry. This raises a key
point: there’s nothing simple
about soft skills. It can be
easier for someone who is
a good finance business
partner to learn all the
operational and financial
details of a global airline
than it is for a good technical
accountant to learn how to
communicate well, conduct

accountant from 500 yards
away. It’s about not looking
like you’re from finance.’
How useful, then, is the
accountancy qualification
if it’s the soft skills that are
so much harder to come by?
‘The qualification gives you
a broad understanding of
what happens in business,
how businesses actually
work. And it’s a transferable
skillset, so it’s absolutely a
requirement,’ Dolphin says.
‘My caveat is that it’s
not the end of the road. It
just gets you through the
door. You can add value if
the person you’re working
with trusts you. You build on
that trust if you’ve got really
good people skills as well as
being a functional expert.’ ■
Andrew Sawers, journalist
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In search of growth
Battering away at market share while upholding good ethical values is the sure-fire way
to drive corporate growth, finance chiefs heard at the recent CFO European Summit
Given today’s uncertain
global economic
environment, it is up
to CFOs to manage
expectations and push for
their companies’ longterm growth through clear
planning and a responsible
corporate culture. Business
leaders from across the
globe discussed how to
navigate these issues at
the seventh CFO European
Summit, organised by
ACCA Poland and staged in
Warsaw in November 2014.
No matter the economic
conditions, companies are
always looking for growth.
But today, while the global
economy is looking up
in general, the European
economy is still sluggish.
With instability in the Middle
East and a simmering war
in eastern Ukraine adding
to geopolitical worries,
and continuing fears over
a potential Ebola crisis,

investment risk remains
high globally.
How should CFOs focus
and manage their growth
strategies to maximise
returns, while staying ahead
of potential risks?
Marcin Sojda, Central
Europe group finance
manager at Procter &
Gamble (P&G), said:
‘Growth doesn’t always
mean more. Sometimes, it
can mean less.’
He explained that P&G
was in the process of
spinning off more than 100
brands, many peripheral to
its core business so it can
build valuable market share
in key segments.

▲ talking growth

A focus on market
share was a theme at the
conference, where speakers
time and again said that
while achieving good top
and bottom-line figures
is important, increasing
market share is the key to
sustainable growth.
For example Scotlandbased investor Clyde
Blowers Capital expanded
its market share significantly
even during the global
economic crisis. CFO Allan
Dowie said it had invested
in sales and entered new
markets just as others were
scaling back in 2008. Sales
have since increased from
this wider client base.

Left to right: Daniel Thorniley,
president DT-Global Business
Consulting; John Rendall,
CEO HSBC Bank Polska;
Jaroslaw Gugala, journalist
and broadcaster; Allan Dowie,
CFO, Clyde Blowers Capital IM
/

/

But when looking to enter
new markets, businesses
need a clear strategy. John
Rendall, CEO of HSBC Bank
Polska, said companies need
to set out explicit financial
parameters. ‘When you
understand your business
and those parameters, it
enables you to act decisively
when an opportunity

»

seventh CFO European summit
The 2014 CFO European Summit was the seventh to be organised in Warsaw by
ACCA Poland. Some 150 FDs and managers attended the event. ACCA’s partners in
organising the summit were HSBC, Euler Hermes and Canon.
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BEST BEHAVIOUR
Ewan Willars, ACCA director of policy, recommended
the following methods for defining company values:
Seek to understand your company’s culture – both
the culture it has, and the culture it needs.
Embed core values at the top.
Be genuine about the value of regulation and codes.
Track how decisions are made.
Use qualitative and quantitative measures.
Beware the consequences of incentive schemes –
find out what motivates people.
Be mindful of changing expectations.

*
*
*
*
*
*
*

EUROPE’s SIX BARRIERS
Daniel Thorniley, president of DT-Global Business
Consulting, set out six major reasons why Europe’s
economy may continue to underperform over the
next three to five years, amid concern that the global
economy is currently exposed to significant risks:
SMEs still have problems accessing finance.
Thorniley described the situation as ‘a financing
cancer that goes up to the corporates and down to
the consumer’, and with no cure in sight.
Consumer confidence has been weak for the past
five years, especially in Europe.
Austerity programmes have crippled the eurozone,
with countries now drifting away from austerity.
Aside from a few recent M&A deals in the US,
companies are holding back on investment because
of the difficult global risk environment.
The rise in trade worldwide that happened early
in 2014 has turned out to be unsustainable, and
exports are not rising as they were expected,
hurting the EU’s big exporters.
Foreign exchange rates have remained volatile,
which hurts the bottom line for companies that
may be seeing significant growth in particular
countries but still have to translate their profits into
dollars for head office.

*
*
*
*
*
*

Accounting and Business

arises. The better prepared
you are, then the more able
you are to make a decision,’
he said.
But expanding into new
markets is never a quick fix.
Daniel Thorniley, president
of Austria-based DT-Global
Business Consulting, said
that businesses too often
see emerging markets,
especially Africa, as a
market where they can
come in, make huge sums
of money quickly, and fix
their financial problems.
This rarely works out to
be the case. Investment in
emerging markets requires
planning for the long haul.

Corporate culture
As companies pursue
growth, they cannot forget
about maintaining the right
corporate culture. While
following the right values
can bolster growth, how
should a company go about
defining its values?
Ewan Willars, ACCA
director of policy, presented
a report that set out a
methodology. The report
found that values can differ
even within an organisation,
depending on a particular
division’s responsibilities.
The report provides a
simple, logical assessment
tool to help company
leaders determine what their
values are, what they should
be, and what they can do to
get from one to the other.
Panellists discussing
the issue welcomed this
approach, and said that the
initiative was a necessary
one, especially since issues
of corporate culture and
values seem to come up
only during periods of
economic downturn.
Leaders must act as
role models for adhering

to a company’s values, but
it is often impossible for a
single person to be a role
model for every aspect
within a company.
‘The diversity of our
organisation is so great
that it is difficult to point
to a single role model,’
said Gavin Flook, executive
committee member for
talent at Deloitte Central
Europe. ‘In various contexts
you can point to one person
as a role model in certain
attributes, but in other
situations someone else
is a model. Some things
are non-negotiable: ethical
behaviour, results to our
clients. But one-size-fits-all
does not work.’

No contradiction
If a business behaves
responsibly, its employees
become more engaged,
and this leads to better
performance. For that
reason, there is not
necessarily any opposition
between following the right
values and generating profit
However, Ramin Khabirpour,
member of the supervisory
board at Polish fruit and
vegetable processor AgrosNova, said that there had
to be a change in how
businesses prioritise chasing
profit and maintaining
ethical standards.
‘The question is, do we
need more profit every year,
or is a stable profit good
enough? Do we need to
increase our profit margin
at the expense of the
environment, at the expense
of the ecosystem, at the
expense of paying taxes?’ he
said. ‘The world will dissolve
if we don’t realise we are in
a paradigm shift.’ ■
Andrew Kureth, journalist
For more information:

The ACCA report Culture and channelling corporate
behaviour is at www.accaglobal.com/ab153

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

Richard Waring
finance manager – strategic support, O2

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

www.accaglobal.com
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The future of education
With changes in the way business education is
delivered, how can we ensure it remains
relevant and valued?
How will qualified
accountants continue their
professional development
in future? And how will
students gain the skills and
knowledge that employers
value? The debate about
business education models
is a lively one, not least
because of the increasing
impact of online delivery.
The growth of massive
open online courses
(MOOCs) is an important
part of this phenomenon,
offering a way to open up
education to expanding
middle classes in fastgrowing economies as
well as to more learners in
developed nations.
The model is encouraging
collaboration between
business and universities.
UK retailer M&S, for
example, teamed up with the
University of Leeds in 2014
to run a MOOC on business
innovation. ACCA itself
has joined forces with the
University of Exeter Business
School in the UK and MOOC
provider FutureLearn to offer
a free Discovering Business
in Society course.
Alan Hatfield, director
of learning at ACCA, says:
‘Anytime, anywhere learning
is on the rise, providing
students with the flexibility
to learn at their own pace
and around their other
commitments such as work
and family.’
The recent See the Future
report by CarringtonCrisp,
the education market
researcher and consultancy,
indicates that technology is
expected to continue having
a widespread impact on
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Interested in doing an MBA,
MSc or other postraduate
qualification? Our occasional
Accounting and Business
articles explore the options and
the issues involved.

business learning. Deans and
directors of business schools
were asked for their views, as
were employers (CEOs and
chairmen). Just over 90% of
business school respondents
thought that technology
would promote the growth
of new business models for
business education.
The report, supported
by ACCA and the European
Foundation for Management
Development (EFMD), also
reveals that much of the
disruption of business
education may be demandled: just over 80% of
business school respondents
thought that degree
students would expect
delivery of programmes to
be, in part, online.
‘It has been clear for
many years that the pace
of change in business
education is accelerating,’
says Eric Cornuel, director
general and CEO at EFMD.
‘Understanding the drivers
of change and the demands
of those seeking to learn
in the future are key to our
member schools delivering
effective solutions.
‘Our members recognise
the need for business to be
studied in a wider context

to see the impact it has on
society. There is a growing
need for business schools
to work with other faculties,
departments and experts to
ensure students receive a
rounded education.’

Hybrid approach
Despite the disruptive
impact of technology, faceto-face learning will remain
important in business
education, not least because
of the potential for greater
interaction to support the
development of ‘softer’
skills. Almost 80% of the
business school respondents
surveyed by CarringtonCrisp
believe that executive
education for senior
managers and directors will
largely remain face-to-face.
Overall, however, online
resources will be used more
extensively. Of the employers
surveyed, 70% expect more
training and development to
be delivered online in their
organisation in the next five

years. By 2020, on average,
employers believe that 57%
of training and development
will be delivered online.
Employers typically think
that hybrid learning (a
mix of classroom, online
and experiential) offers
the best approach to
developing individuals.
Employers have a range
of demands when it comes
to business education.
They want value for money
and teachers with realworld experience. They are
looking for quicker, cheaper
approaches to training and
development that deliver a
more substantial impact.
They are also frustrated that
many business graduates
are strong academically but
demonstrate little evidence
of professional skills.
‘When they hire new
talent, employers believe a
professional qualification is
essential or desirable,’ says
Hatfield. ‘As a professional
body, ACCA is committed to
business education. Working
with universities, MOOC
providers and business
schools around the world, we
aim to ensure the future of
business education remains
relevant and valued.’ ■
Sarah Perrin, journalist
For more information:

For more information, visit www.carringtoncrisp.com
Access the See the future report at
tinyurl.com/qa3o6q7
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Diary
ACCA UK runs an exciting programme of talks, lectures and workshops organised
for members across the country. Here are highlights of upcoming events
ISLE OF MAN ANNUAL
DINNER

6 March, Palace Hotel,
Isle of Man
The annual dinner will begin
with a drinks reception,
followed by a three-course
meal and a live band
performance after dinner.

LEEDS BUSINESS
LUNCH WITH CRAIG
MATHIESON: POLAR
EXPLORER

6 March, Leeds
Craig Mathieson is a
polar explorer and exVAT specialist, and one
of ACCA’s most popular
speakers. His presentation
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will cover his exploits in the
Arctic tundra and his most
recent adventures on the
polar ice caps, as well as his
experiences from the world
of business and finance.

CPD CONFERENCE FOR
PRACTITIONERS

7 March, Bristol; 14
March, London; 21 March,
Sheffield; 28 March,
Manchester
These conferences are the
ideal way to keep your
professional knowledge
up to date and get your
CPD without disrupting
your working week. The
conference consists of

four sessions, with topics
including property taxes
and PAYE.

SPRING UPDATE FOR
ACCOUNTANTS

19-21 March, Birmingham
The spring update provides
a relaxed environment
in which to update your
skills and benefit from the
experience of your peers
and our expert speakers.
Delegates can attend 11
out of 29 sessions; mix and
match between business
and finance, taxation
and law and professional
development to gain
maximum benefit.

BUDGET BREAKFAST

27 March, Preston
Various speakers from
KPMG will cover the
Chancellor’s budget,
including any tax changes
for SMEs.

RISK MANAGEMENT
31 March, Leeds
This joint presentation
with AAT will consider
risk management
in accounting and
finance today. ■

FOR MORE INFORMATION:

www.accaglobal.com/
uk/events
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From acorn to mighty oak
Sustainability reporting has evolved from a need to report on companies’ environmental
impacts – pioneered by the Prince of Wales – to a transformation in corporate reporting
Sustainability and
accounting always used
to be firmly on different
sides of a definite divide.
Sustainability folk busied
themselves in one silo;
accountants hammered out
the figures in another. There
was no real connection. And
neither side ever deigned
much to talk to each other.
Then, as the stories of our
childhood might have it,
along came a prince and
transformed the world.
This was the founding
of what is now the Prince
of Wales Accounting for
Sustainability Project,
(A4S), back in 2004. And to

confirm the transformation,
the annual forum of the
project this year heard,
for example, the finance
director of the UK’s National
Grid, Andrew Bonfield,
telling the audience that
15 years ago he, as a CFO,
had been part of ‘a world
chasing the bottom line’, but
that world had now gone.
‘We cannot remain
immune,’ he said. The
skills and motivations of
the accounting community
were changing and had to
change more. Corporate
reporting now had to tell
the full story and not just
that of the figures.

This new world, said
Bonfield, ‘impacts our
customers, the public
attitude towards us, and
consumer attitudes’. Even
investors now wanted to be
in there for the long term.
It was a far cry from the
early days of the project.
The prince has long argued
that accountants needed to
do something about what
he described at this year’s
forum as ‘the constraints
of an increasingly crowded
planet’. He gave an interview
on the subject for BBC’s
Panorama back in 1989.
ACCA set up an annual
environmental reporting

award in 1991. Roger
Adams, then ACCA technical
director, recalls sitting
under the Natural History
Museum’s blue whale at the
award ceremony. But the
real change came when the
prince took aside his then
principal private secretary,
Sir Michael Peat – of the
family that represent the ‘P’
in Big Four accounting firm
KPMG – and berated him
about the ineffective nature
of his profession (see box).
The prince subsequently
spoke at the annual dinner
of the ICAEW; shortly
afterwards the then ICAEW
president, Paul Druckman,

»
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started to chair the small
group charged with putting
the prince’s vision into words
and action.
In a small attic room
(which had once been
Prince William’s bedroom)
in Clarence House, the
committee got to work. ‘Sir
Michael,’ recalls Druckman,
‘brought it down to very
simple language. To him,
company reporting had gone
wrong and that enabled
us to go down the route of
value creation rather than
just sustainability.’
That was the key to
early deliberations and, in
2007, the first report was
published. This was where
history was made in creating
a reporting model that
brought together financial,
narrative and sustainability
reporting under one roof so
that the combined effects of
these information streams
could influence strategy and
decision-making directly.
By 2011 what became
the International Integrated
Reporting Committee (IIRC),
with Druckman in command,
spun out of the project and
rapidly went international.
‘Without A4S and the
intervention of the prince,
we would not be having this
conversation now,’ he said.
‘It made things happen.’
The prince told Druckman
that it felt like being a father
whose children were leaving
but would always come back
for money. In the words
of the project’s executive
chairman, Jessica Fries: ‘In
an incredibly short time,
integrated reporting has
gone from a few ideas in that
first report from the project
that were tested by a few
companies, and been turned
into global momentum,
transforming reporting now
and in the future.’
Since then, the work and
culture of the A4S project
have also been transformed.
‘If you look at the attendee
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◄ green is good

The Prince of Wales has
championed sustainability
for more than 10 years

How the Prince’s project came about
Sir Michael Peat, then principal private secretary to the Prince of Wales, was not in
his bath when he had his ‘eureka’ moment. He was, he says, reclining in his office
when the phone rang. It was the prince, asking for an urgent meeting. He gave me
a look, he recalls, of ‘middling to heightened aggression’. ‘All you accountants are
useless,’ the prince apparently told him, and went on to point out that ‘climate
change was the biggest market failure ever’. That was in 2004. Ten years on, it
has all changed. As the prince recalled in his speech to the 2014 Accounting for
Sustainability Forum, which celebrated a decade of progress and transformation:
‘As a profession with such strong ethics, and with the link between sustainability and
financial success clear even at that time, it was evident that the way accounts were
prepared and decisions taken was a barrier to achieving the right results – right for
the bottom line, right for society and right for the environment which provides our life
support. As I said at the time, we need 21st-century tools to address 21st-century
challenges. With that challenge, my Accounting for Sustainability Project was born.’

list for the project’s annual
forum back in 2007, you see
it had a lot of people from
the sustainability world,’
says Fries. ‘[With] this year’s
list, the culture has changed.
The finance community now
takes a direct interest. It
is people from the finance
teams, or heads of investor
relations – not sustainability
experts – who are there.’
The fostering of networks
in the CFO community, and
building both understanding
and enthusiasm there has
become the driving force
for the A4S project. ‘One of
A4S’ most powerful roles,’
says Neil Stevenson, now

managing director, global
implementation, with the
IIRC, ‘is galvanising business
leaders with the idea that this
is an important part of their
role. They need to understand
that sustainability is part of
their role because it makes
business success.’
That idea was at the
heart of the 2014 forum,
which celebrated a decade
of progress but focused
on building momentum
within the CFO community.
‘Leadership, energising
networks and ensuring
that the next generation
of accountants are trained
with all of this at the heart

of their role’ is the key for
Stevenson. And that was
reflected at the forum.
Richard Mayfield, CFO for
retail giant Walmart EMEA,
warned businesses that ‘in
10 years your supply chains
may have dried up’. And
that sort of attitude deals
with the basics of power
and other fundamental
resources, like water, as well
as, for example, ensuring
that suppliers remain
resilient and reliable.
As one CFO responding to
the discussions pointed out:
‘We ask all our suppliers to
impose the living wage.’ John
Rogers, CFO of Sainsbury’s,
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said: ‘If we don’t embrace
sustainability, we won’t have
a business in 15 years’ time.’
Decisions were taken.
The CFO leadership network,
which has been nurtured
and built by A4S, will be
expanded worldwide. ‘A4S
needs to be a catalyst and
a contributor to CFOs and
their world,’ says Druckman.
And the momentum is
growing. As one seasoned
observer suggested, success
would be measured by
having the majority of FTSE
100 companies’ CFOs on
board and contributing. ‘We
are a good way down to that
mark,’ says Fries, ‘and it

gives us a strong basis on
which to work.’
The world of the CFO and
the finance leader is where
the culture is changing. It
makes the link to the board
and it ensures reporting
is relevant to investors.
The acorns planted in the
discussions back in that
regal bedroom are growing
into mighty oaks. ■
Robert Bruce has been
involved as a journalist
and board and committee
member of what is now the
Prince’s Accounting For
Sustainability Project for
most of the past 10 years
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Prince of Wales exhorts
‘Work to achieve the cultural shift required in your
own organisations to convince your board and senior
leadership of the importance of a truly sustainable
model. Reach out to your suppliers and customers,
and work with them to transform their approaches
alongside your own. Seek to convince your peers.
I understand that if every one of you here manages
to convince just five others to start accounting for
sustainability, and then each one of them engages
another five each year, in five years’ time we could
reach all of the three million accountants in the world.
For obvious reasons five years is too long. So each
of you needs to rush out and convince 10. And then
accountants really will be helping to save the world!’
Prince of Wales’ advice for CFOs delivered to his
Accounting For Sustainability Forum in December 2014.
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5.7%

An ACCA report has
found that 5.7% of
employees in high-income
countries have the
potential to undertake
entrepreneurial activity. A
new breed of adviser for the
modern-day enterprise can
be downloaded at www.
accaglobal.com/ab/154

About
ACCA
ACCA is the global
body for professional
accountants.
We aim to offer
business-relevant,
first-choice
qualifications
to people of
application, ability
and ambition around
the world who seek a
rewarding career in
accountancy, finance
and management.
We support our
170,000 members
and 436,000
students throughout
their careers,
providing services
through a network
of 91 offices and
active centres.
www.accaglobal.com
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ACCA in master’s first
University of London and ACCA to deliver the first ever master’s
course integrated with a professional accountancy qualification
ACCA and the University
of London are to offer a
master’s programme to
all ACCA students and
members. It is the first
time an accountancy body
has joined with a university
to enable students
around the world to gain
a master’s degree and a
professional accountancy
qualification at the same
time.
ACCA chief executive
Helen Brand said: ‘We are
delighted to be the first
professional accountancy
body to be able to deliver
this type of programme.

Providing global access
to a prestigious master’s
qualification as part
of ACCA’s professional
qualification will offer our
students and members the
opportunity to enhance their
employability even further.
‘We know that employers
in many markets place a
very high value on finance
leaders having both a
professional and a master’s
qualification. We also know
that the ACCA Qualification’s
flexibility and portability
are big factors for students
when making their decision
about which path to take.

ACCA and the University of
London have just increased
that access and flexibility.’
The programme will use
modern online tools and
interactive learning activities
in addition to offering a
range of learning support
available through UoL’s
well-established community
of teaching institutions and
online tutors.
The master’s programme
will be available from early
2016. Further details
relating to the routes
for ACCA students and
members will be made
available in March 2015.

rbs picks up global training award
RBS has been awarded
global accreditation for
trainee and professional
development. Receiving
the award, Victoria
North, RBS’s director
global finance services,
said: ‘My global
leadership team and
I are delighted RBS
has been awarded
global platinum status,
meaning that regardless
of location, you know
RBS provides the
highest standards to
support you with your
▲ seal of approval
studies or continuing
Left to right: David McGraw, financial director functions, RBS;
your professional
Craig Vickery, head of ACCA Scotland; and Victoria North,
development.
director Global Finance Services, RBS
‘This is extremely
important,’ added North, ‘as we have teams based in several locations who can now
take advantage of the benefits of being an ACCA Approved Employer.’
To gain the necessary approvals, RBS in India, Poland, Scotland and Singapore
provided corroborations from their ACCA students and members.
Craig Vickery, head of ACCA Scotland, said: ‘Gaining global accreditation for trainee
and professional development shows the commitment RBS has to developing its staff.
ACCA looks forward to further developing this relationship to assist RBS to create
finance professionals across the world.’
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