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‘INSOURCING’ THE CFO?

With a growing number of large corporates hiving
off their finance function to a shared service centre,
our cover story asks whether or not someone with a
shared services background can really become a CFO:
will the changing career trajectories of ambitious
finance professionals coming up through the shared
service ranks mean that we will see the emergence of a
new type of accountant whose skills can be redeployed
in the corporate finance function?
As one of our commentators points out, the shared service environment can
give you access to a much more senior level in the organisation than you would
get as an individual country CFO. It will be interesting to see over time how career
prospects within this channel develop.
In this January edition we continue our review of emerging trends by
considering what employers are doing to address the challenge of mental
health issues in the workplace. January – a difficult month for many – seemed
a suitable opportunity to explore the increasing concern around depression,
anxiety and stress at work. Employers are beginning to understand the need
for a culture of openness and support as a first step to managing the problem
at work. But there is some way to go. We look at the challenges and some best
practice – see page 22.
And with the conference season just behind us, we update you on the World
Congress of Accountants (page 36) and ACCA’s International Assembly (page 80),
both of which were platforms for new IFAC president Olivia Kirtley to set out her
vision. We also talk to her about her new role – see page 40.
Finally I am pleased to introduce myself as the new editor in chief of
Accounting and Business. Already I am seeing what ACCA is doing in the interests
of its members, and I look forward to being part of the exciting work.
Jo Malvern, editor, joanna.malvern@accaglobal.com
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news | pictures

▼ heated emotions

Demonstrators rally in New York ahead of the
United Nations Climate Summit, where economic
leaders were due to sign a global emissions pact

▼ fashion victory

Designers Stefano Gabbana and Domenico
Dolce were cleared of tax evasion in Italy,
overturning earlier guilty verdicts

► whisky galore

Japanese single malt whisky,
Suntory Yamazaki, has beaten
Scottish rivals to win the title
of ‘best whisky in the world’ in
the 2015 Whisky Bible

Accounting and Business
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▼ courting controversy

UKIP leader Nigel Farage after the party’s victory at Clacton-onSea. His anti-immigration stance is not shared by many businesses

▲ happy anniversary

The Prince of Wales hosted a summit in London
to celebrate 10 years of his Accounting for
Sustainability project

▼ Ebola fight

Bob Geldof’s Band Aid 30 recorded a new version of Do they
know it’s Christmas? to raise money for the fight against Ebola

▼ face of austerity

Protesters demonstrated
outside Downing Street
against further cuts outlined in
chancellor George Osborne’s
Autumn Statement

Accounting and Business
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News round-up
Autumn statement update, BDO’s global results, PwC denies providing tax avoidance
advice and property developer Vincent Tchenguiz’s action against Grant Thornton
BDO GLOBAL RESULTS

BDO’s global revenues rose
8.81% in the last year, to
US$7bn, organic growth
being boosted by a string
of mergers. BDO completed
28 mergers in the year,
with new firms joining
from Fiji, Réunion Island,
Bangladesh, Papua New
Guinea and Sierra Leone
and existing firms expanding
into Afghanistan, Laos and
the Maldives. Revenues at
BDO China were up by 16%,
making it the fourth largest
firm in China – ahead of
both EY and KPMG. The US
firm grew revenues by 22%,
to US$833m.

PwC DENIES AVOIDANCE
PwC has rejected media
reports that it provided
advice to multinational
companies to enable them
to artificially avoid taxes
using companies registered
in Luxembourg. PwC said
the media reports ‘are

TOP OF CORPORATE
GOVERNANCE LIST

TRENDS

ACCA and KPMG have
released a joint study
comparing countries’
corporate governance
requirements (for
more, see page 12).

1
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Russia
Brazil
Taiwan

ACCOUNTING AND BUSINESS

AUTUMN STATEMENT
The chancellor of the exchequer’s 2014 autumn
statement was described by the ACCA’s head of taxation
Chas Roy-Chowdhury as an ‘investing’ one, with no tax
cuts, and with money pouring into the NHS, roads and
transport and new civic power.
‘The chancellor’s spending plans give the false
impression that the coffers are full ahead of the general
election,’ said Roy-Chowdhury, ‘but we are concerned
about how sustainable this spend actually is during what
are still economically turbulent times globally.’
For more information, see ‘Technical Update’ on page
52 and ACCA’s comments at www.accaglobal.com/ab149

based on partial, incomplete
information dating back four
years or more, which was
illegally obtained’. According
to the firm, inquiries are
taking place to investigate
the person believed to have
taken the documents. The
firm added: ‘All our advice
and assistance is given in
accordance with applicable
local, European and
international tax laws and
agreements, and is guided
by the PwC global tax code
of conduct, which has been
in place since 2005.’

and Hossein Hamedani deny
all of the claims made. We
have all acted appropriately
and in accordance with our
professional responsibilities
and legal obligations
throughout. After years of
speculation in the media, we
will now have the opportunity
to defend ourselves
through the court process.’
Kaupthing’s winding up
committee said in late
November that it had not
been served with papers but
the claim would be defended.

TCHENGUIZ SUES GT

The Big Four firms would
be banned from auditing
Russian companies that
are majority owned by the
state if a bill proposed
by the LDPR party is
approved. The party, led by
Igor Lebedev, has tabled
the bill in the State Duma.
Lebedev told Russian
newspaper Izvestia: ‘State
corporations are a serious
and significant sector of
our country’s economic life.
Allowing foreign companies
or companies with partial
foreign ownership to audit
them cannot be safe.’

Property developer Vincent
Tchenguiz is taking legal
action against Grant
Thornton and its partners
Steve Akers and Hossein
Hamedani, alleging a
conspiracy with Kaupthing
Bank and a lawyer to
instigate a Serious Fraud
Office investigation. The
investigation was abandoned,
with the SFO paying
£300m damages to Vincent
Tchenguiz and his brother
Robert. A spokeswoman for
Grant Thornton said: ‘Grant
Thornton UK LLP, Steve Akers

BIG FOUR BAN PLANNED

TECH SUPPORTS IR

Leading technology providers
are working together to
support integrated reporting,
says the International
Integrated Reporting
Council (IIRC). Deloitte,
PwC, SAP, CRedit360
and Tagetik have become
‘charter members’ of the IR
initiative to support it with
appropriate technologies,
while pledging to share
experience to lead market
innovation. Meanwhile, the
United Nations Development
Programme is supporting
the global application of IR
for public sector accounting.
The Public Sector Pioneer
Network was launched at a
World Bank conference and
will test how the principles
of IR can be applied to
public bodies.

TWO IN THREE PROBED

Two out of every three large
corporations operating in
the UK are being
investigated by HMRC,
its director general
of enforcement and
compliance, Jennie Granger,
told an HMRC stakeholder
conference. But, she

»
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KPMG CRITICISED OVER CO-OP
KPMG has been criticised for its audits of the Cooperative Bank in accepting a ‘looser’ approach to
reporting impairment losses than was used by other
banks. The House of Commons Treasury Select
Committee recommended that the Financial Reporting
Council (FRC) consider this as part of its investigation
into KPMG’s audits of the bank. ‘This may need
to consider not only the work by KPMG, but also
the merits of the audit process for banks,’ said the
committee’s chair, Andrew Tyrie. A spokeswoman for
KPMG responded: ‘We take our auditor responsibilities
to the capital markets very seriously and will study the
Treasury Select Committee report in detail.’ She added
that KPMG will cooperate with the FRC investigation.

added, this did not imply
that the companies are
‘on the make’. Most of the
inquiries involve multiple
issues. The investigations
are part of HMRC’s large
business strategy, which
has generated an additional
£31bn of revenues in the
last four years.

TAX RECOVERY CHANGE

HMRC is to implement
amended plans to directly
recover tax and tax credit
debts from taxpayers’
bank accounts. Direct
recovery of debts will be
used with some debtors
who owe £1,000 or more
and is expected to generate
£100m a year. Chas RoyChowdhury, ACCA’s head of
tax, responded: ‘There will
now be a totally different
ethos behind the way the
power will be designed and
implemented…. There will
now need to be face-toface engagement between
HMRC and the taxpayer
before anything can happen.
Vulnerable taxpayers will
be identified and taken
out of the process entirely
and put in touch with a
dedicated helpline.’

CFO CHURN INCREASES

CEO and CFO churn has
reached a post-crisis high,
according to KPMG’s Guide

ACCOUNTING AND BUSINESS

to Directors’ Remuneration.
A quarter of FTSE 100
companies changed CEOs
in the year from May 2013
to April 2014, up from 14%
on the year before. CFO
turnover was slightly higher.
More than half of FTSE 100
companies had at least one
change in the executive team
in the year. KPMG concluded
this high rate of executive
turnover suggests that
incentive pay packages may
be inappropriate.

TAX TAKE RISES

The total tax contribution
of The 100 Group of major
companies hit a record
high in 2014, analysis by PwC
shows. The tax take from 100
Group companies rose from

£78bn in 2013 to £80bn in
2014, the highest amount
ever recorded. The rise largely
reflected additional national
insurance contributions
as a result of increased
employment. When the survey
began in 2005, companies
paid roughly equal amounts
of corporation tax and other
taxes, such as national
insurance, VAT and
business rates. This year
£2.86 was paid by big
businesses on other taxes
for every pound paid in
corporation tax.

100 GROUP NEW CHAIR

Simon Dingemans is the new
chair of The 100 Group of
the largest UK companies.
Dingemans is CFO of GSK,

which he joined in 2011
from Goldman Sachs. At
Goldman Sachs, Dingemans
was a managing director
and partner, taking roles
as head of UK investment
banking and leader of its
European mergers and
acquisitions (M&A) business.
Previously he was an M&A
specialist at SG Warburg.

PROFIT WARNINGS HIGH
Listed companies in the UK
issued 69 profit warnings in
the third quarter of 2014 –
the highest quarterly level
since the onset of the global
crisis in 2008 – reports EY.
Causes include competitive
and pricing pressures, plus
the impact of currency
fluctuations. Profit warnings
were particularly common
in the construction and
materials sector. There has
also been a marked increase
in the number of companies
issuing multiple profit
warnings.

PUSH ON FOREX CLAIMS
Lawyers Carter Ruck are
offering to represent bank
clients who believe they
have made financial losses
through manipulation of
the forex and Libor markets.
Carter Ruck has already
lodged a large number of
claims against banks and
other multinationals to

AUDIT CHANGE ACCELERATES
EY has won the audit contract for RBS from 2016,
replacing Deloitte. PwC takes over as auditor of Diageo
in 2016 from KPMG. PwC also won the audit for troubled
security company G4S, replacing KPMG from 2015.
BDO was awarded the audit for AIM-listed Nichols plc,
in place of Grant Thornton. A review of the audit market
by Proxima found a fast acceleration of audit tendering,
with nearly a quarter of FTSE 350 companies tendering
their audits in the last three years. While 98% of the
FTSE 100 and 95% of the FTSE 250 are audited by Big
Four firms, one mid-tier firm works with 107 of the FTSE
350 companies. There are still 183 of the FTSE 350
that have not changed auditor in the last decade. But 46
companies changed auditors in the first half of 2014.
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Ease of paying taxes
Easy

Hard

EASE OF PAYING TAXES AROUND THE WORLD

PwC’s study, Paying Taxes 2015, looks at how tax systems are changing around the world. It found that 43% of
economies now have electronic filing and payment systems, which are used by the majority of companies. A total of
379 reforms to make it easier and less costly to pay taxes have been introduced since 2004; 105 of these relate to
electronic filing and payment.
The average Total Tax Rate fell by 1.3 percentage points in 2014. Excluding the replacement of cascading sales
taxes in Africa with VAT, the Total Tax Rate still fell by 0.2 percentage points. This is made up of a rise in profit taxes
of 0.1 percentage points and a fall in ‘other’ taxes of 0.3 percentage points.

recover losses from market
manipulation. The firm
says that clients are in the
strongest position to lodge
claims relating to forex
misuse, as it is easier to
prove financial loss than is
the case with Libor. Litigation
is most appropriate,
says Carter Ruck, where
customers were not told by
regulators how they could
claim financial redress.

LENDERS FAILING SMES

Finance providers are failing
small businesses, concludes

a global review of access to
finance. ACCA’s first State
of Business Finance review
found that lenders are
using ‘limited’ information,
causing decision-making
to be slow, risk-averse, and
‘ripe for disruption’. The
review criticised lenders
for focusing on ‘risk free’
lending, starving the most
promising young businesses
of finance. A ‘new breed’
of finance professionals
is needed to help finance
businesses, concluded
the report.

CLEAR VISION NEEDED

A clearer vision for the
accountancy profession
is needed, ACCA and the
Institute of Management
Accountants have told
the World Congress of
Accountants in Rome.
The two organisations are
collaborating on a series
of research projects to
examine how the role of the
finance function is changing,
including through the use of
data, cloud computing and
social media. Ewan Willars,
director of policy at ACCA,

said: ‘The pace of change
has shifted up a gear, and
developments that we could
see in the distance are now
more rapidly approaching
us. This future is full of big
opportunities – and some
major threats – for the
finance profession.’ See
WCOA report, page 36.

CT DEVOLUTION FOR NI

Corporation tax could be
devolved to the Northern
Ireland Executive, Chancellor
of the Exchequer George
Osborne announced in his

»
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TRENDS
SOCIAL MOBILITY IN ACCOUNTANCY

Accountancy is a profession that benefits from substantial social mobility, the ACCA
survey Who accounts for social mobility? has found. Just under half (45.5%) of
members responding said they came from the higher professional and management
(AB) classes; 77% said they were now in those classes themselves.
Just 7% of ACCA members attended fee-paying schools; 88% of those attending
school in the UK were state-school educated. See the full report at www.accaglobal.
com/ab150

46%
ACCA members coming from AB classes

77%
ACCA members now in AB classes

7%
Attended independent fee-paying school

88%
Attended a state school

Autumn Statement. The
move will be legislated for in
the current parliament, said
the chancellor, but only if
the current budgetary and
political crisis in Northern
Ireland is resolved. The
chancellor also announced
a 25% tax to be levied on
multinationals engaged in
‘profit shifting’, changes to
tax reliefs on losses for banks
that will generate an extra
£4bn in tax revenues and the
introduction of country-bycountry reporting.

PROVISIONING FALLS

Provisioning for impaired
goodwill by European
companies fell by a quarter
in 2013, according to a
study conducted by Duff &
Phelps and Mergermarket.
Total goodwill impairments
in 2013 among companies
in the STOXX Europe 600
Index fell from €66.4bn
in 2012 to €49.6bn in

ACCOUNTING AND BUSINESS

legacy as the man who
dared to find a formula
that could work, seeking a
solution to a conundrum
that still creates debate
and controversy,’ said
Sarah Hathaway, head
of ACCA UK.

GLOBAL GOVERNANCE

There are wide differences
in corporate governance
requirements internationally,
according to a joint study
conducted by ACCA and
KPMG looking at 25
markets. The study found
the strongest and clearest
corporate governance
obligations are in place
in developed economies.
The report, Balancing rules
and flexibility, calls for
governments to work towards
meeting global corporate
governance standards based
on principles established by
the OECD.

MICROSOFT PAYS UP
2013. Over two-thirds of
goodwill impairments in
2013 were recorded in the
financials, utilities and
telecommunication sectors.

INVEST IN AFRICA NOW

This is the optimum time to
invest in Africa, a Deloitte
report suggests. It predicts
Africa’s economy will grow
by US$1.1 trillion – around
50% – to $3.7 trillion by
2019. This will be backed
by a big rise in Africa’s
middle class population,
with half a billion Africans
expected to enter the
affluent income brackets
by 2030. Over the next five
years, 15 African countries
– including Nigeria, Ethiopia
and Uganda – are predicted
to outperform China in
terms of economic growth.

LORD BARNETT TRIBUTE
Former Cabinet minister
and ACCA fellow Lord

Barnett, reknowned for
his ‘Barnett formula’, has
died aged 91. Born in
Manchester, the son of a
poor tailor, Lord Barnett
ended up as a senior
partner at JC Allen despite
leaving school at the age
of 14. He was elected to
parliament in 1964, serving
as chief secretary to the
Treasury from 1974 to
1979. The Barnett formula,
– which he devised in
1978, and that apportions
public spending between
England, Scotland, Wales
and Northern Ireland – was
only meant to hold good
for a year, but it remains in
place 30 years later. Barnett
recognised that the formula
was controversial; he said
in an interview in 2006 that
it was ‘unfair’. He died just
two months after the vote
for Scottish independence.
‘ACCA will remember Lord
Barnett as leaving a lasting

Microsoft is to pay China’s
tax authorities U$140m. A
report from China’s official
news agency said that a
Seattle-based corporation
fitting Microsoft’s description
is paying US$140m to
settle a demand relating to
transfer pricing accounting
treatments. But Microsoft
responded: ‘In 2012 the
tax authorities of China
and the US agreed to a
bilateral advanced pricing
agreement with regards to
Microsoft’s operations in
China. The agreement is an
acknowledgment by both
countries that Microsoft’s
profits are subject to the
appropriate tax in China.
Microsoft is proud to
have been a responsible
partner in these firstof-a-kind bilateral tax
negotiations on international
business between the US
and China.’■
Compiled by Paul Gosling,
journalist
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*
*

2007

‘Learn about the big issues. It’s
the difference between transactional
life and strategic life – and as an
accountant, you should be strategic.’

*
*

‘Always ask yourself if your action will
result in more of the same or whether
something, somewhere, will be better.’
‘Do what excites you. You have one life,
so use it for the best.’

ACCOUNTING AND BUSINESS

Chief executive, Cats Protection

1999

Deputy chief executive, Victim Support

CV

TIPS

‘It’s good to plan your career,
but be aware of opportunities that
come up – and take them with gusto.’

1994

Director of finance, York St John University

1988

Finance director, Stonham Housing
Association

1982

Finance director, Christian Aid
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THE CAT THAT
GOT THE CREAM

Cats Protection chief executive Peter Hepburn FCCA explains how he veered off the typical
FD career trajectory – and why economic forecasters are interested in cat neutering rates

T

he British are nuts about animals. Some 46% of
households in the UK have at least one pet and, if
you include fish, the pet population of the country
numbers 65 million, which is about a million more
than there are people.
It is cats and dogs, though, that particularly hog our
attention. The country might be broadly divided into cat
people and dog people, but the underlying emotions are
the same – we (mostly) love them and want to protect them
from hurt and neglect.
There is no better illustration of our feelings towards
our furry and feathered friends than in our charitable giving
habits. According to the latest figures from the Charities Aid
Foundation, the five largest animal charities in the UK – the
RSPCA, RSPB, Dogs Trust, PDSA and Cats Protection – have
a combined income of around £445m, including legacies
of £173m.
However enormous the sum, it is money that is sorely
needed. There are, for example, over 10 million owned cats
in the UK – the loved and cared for cats – but those lucky
ones are supplemented by many millions of stray and feral
cats (the number is impossible to estimate accurately with
any confidence).

Today is a relatively rare day for him at the charity’s
headquarters, where visitors come and go, view the cats that
are ready to be rehomed, browse the gift shop and stop for
a cup of coffee. At one time or another the owner of three
Cats Protection cats, Hepburn is both a cat fanatic and
someone who wants to spend his career actively making a
difference, wherever that may be.

From corporate to charity
He describes his career as falling into two distinct halves. He
went through university on a scholarship from BP and spent
each holiday working in various departments of the energy
company. Accountancy, he says, and ACCA in particular was
an obvious choice because he was ultimately aiming for a
career in management.
‘The qualification was all about helping management
work well,’ he says. ‘I’ve remained very loyal to ACCA
even though I’m not working in finance any more.’ After
qualifying, he worked his way up to become FD of an
international construction group, which has since merged

»

200,000

The number of cats and kittens helped by
Cats Protection every year

Nationwide care

£25.3M

BASICS

Thank goodness, then, for Cats Protection, established
in 1927 as the Cats Protection League, and the country’s
largest feline charity. It rehomes (or reunites with owners)
more than 46,000 cats and kittens every year but also,
through a neutering programme that treats over 170,000
cats annually, helps to keep the UK’s cat population under
control. Education is the third plank of its strategy – making
sure that this generation and the next understand what it
takes to look after a cat.
The charity’s network of 31 adoption centres and more
than 250 volunteer-run branches (generally the physical
location is the front room of someone’s home) reaches
from its bustling headquarters in East Sussex right up to
the Shetlands. ‘That’s why I spend so much of my time
travelling,’ says its chief executive, Peter Hepburn.

Income from legacies in 2013

£9.3M

Income from subscriptions and donations
received in 2013

£44M

Total income for 2013

4.6M

Estimated number of hours put in by the
charity’s volunteers in 2013

ACCOUNTING AND BUSINESS

16

Focus | interview

with other companies. ‘It was fascinating because it was a
cash-generating business on the acquisition trail,’ he says.
He was working as a volunteer for Christian Aid in his
spare time when, in his mid-30s, the role of FD at the
charity was advertised. ‘I thought, how can the world get
any better than this? This was the chance to combine my
finance expertise with personal commitment. I’ve been in
the voluntary sector ever since and I love it.’
Christian Aid, he says, ‘opened my eyes to a completely
different world. The India desk was one man, which was
quite a contrast to BP. That epitomised the challenges of the
voluntary sector for me.’ His time at Christian Aid coincided
with the Ethiopian famine of the 1980s and Michael Buerk’s
famous BBC report, which resulted in one of the most
high-profile fundraising efforts of modern times. ‘It changed
the nature of charity and volunteer organisations, it was a
seminal moment,’ says Hepburn.
At the time, Christian Aid was one of the five member
charities of the Disasters Emergency Committee that took
turns to coordinate appeals; Christian Aid was in charge
when the committee launched its Ethiopian famine appeal.
‘It was the biggest emergency appeal there had ever been
and I was running the whole thing,’ he says. ‘One day I had a
bag of mail and would wonder what was coming next; by the
following week the mail was delivered in 20 vans.’
His next role was finance director of a national housing
association, during which he oversaw the transformation of
a £5m deficit into a £5m cash surplus. ‘When I joined there
was a 100-page auditors’ report. When I left, it fitted on
one side of A4. I think the difference I made there was not
financial, but that young people could be housed because
the association didn’t go belly-up.’
Hepburn’s first deputy chief executive role was at Victim
Support. ‘I had an amazing CEO who taught me everything
about strategy,’ he says. The Victim Support model mirrors
the approach at Cats Protection – fundraising nationally, but
offering services locally. ‘When I moved to Cats Protection
I was looking for something that fitted me, not just what I
believe in but with the skills and experience I had gained.’

Hard hit
He joined Cats Protection in 2007, a few months before the
financial crisis hit. While the charity was well established,
its internal workings, he says, ‘needed to be polished up’.
His first task was to put in place a 10-year strategic plan,
the first the charity had ever had. It was a rocky introduction
to his first role as chief executive, though, as donations
across the voluntary sector flatlined during the recession.
The sector has not yet fully recovered – according to the
Charities Aid Foundation, the total income for UK charities
was £57.28bn in 2012, down from £60.82bn in 2011.
‘We had to tighten our belts during the recession and
being an accountant helped a lot,’ he says. ‘We had reserves
for a rainy day but no-one knew how long the rain would last,
and it was painful. People trust us with their money because
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▌▌▌‘our volunteer time is
worth £60m a year to us – and
that’s something no business
can get near’

they think we will do a good job, so we couldn’t let welfare
standards slip. We had to protect the brand, and that meant
concentrating on the cats and our customers.’
Donations duly stagnated during the recession and the
number of cats needing rehoming increased as did, more
unexpectedly, demand for another Cats Protection service.
‘One of the interesting things about that time was that
demand for our cat neutering scheme went through the
roof,’ says Hepburn. ‘I spoke to someone at the Treasury at
the time and they said they might consider using neutering
rates as an economic indicator for future recessions!’
An added problem for Cats Protection came when £11m
of its cash reserves disappeared into an Icelandic hole. The
charity had invested the money through the top-ranking
City bank Singer & Friedlander, which in 2006 merged with
Iceland’s Kaupthing Bank. Cats Protection gave notice that it
intended to withdraw its deposits but a few weeks before the
transaction was due to be completed, the bank was put into
administration by the UK government at a time when it was
bailing out other banks. Cats Protection has recovered some
of its money from the administrators since then and hopes
to recover most, if not all, of the rest.
‘It was mainly a cashflow problem but it was a rocky
period for us,’ says Hepburn. ‘The first thing I did was write
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to all our supporters and tell them what had happened. Our
AGM was the following week and we were expecting it to be
difficult, but afterwards we got many letters from people
saying how sorry they were and enclosing a donation.’

Streamlining
Careful financial management has put Cats Protection on
a stronger financial footing. Staff costs fell from £12m in
2012 to £10.3m in 2013. Donations in 2013 increased by
23% to £1.7m thanks to a donor recruitment drive and the
introduction of a lottery scheme; legacy income increased
from £20.4m in 2012 to £25.3m in 2013. The charity
reported an operating surplus of £8.3m for the year and an
increase in free reserves to £11.7m.
The recession hammered home to everyone that charities
need to be run in a businesslike manner. ‘It’s like a business,
but it’s also more complex because we have multiple
stakeholders,’ says Hepburn. He adds that while he may
have ‘100 things buzzing through my mind on any one
day, I’m always thinking about the long term. The world is
constantly changing – today it’s about social media and how
we can use Twitter to bring our communities together across
the country – but the long-term needs of cats will always be
the same.’
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Public support
A charity’s basic requirement, he adds, lies in its relationship
with its volunteers and donors. ‘I think charities are
fundamentally about trust – if we do a good job, and use the
money that people donate to us properly, they will support us.’
He adds that of the 10,000-plus people working for
Cats Protection, 95% are volunteers. ‘They give their time
because they want to help cats – not me, particularly, or
Cats Protection, but cats.’ The charity could not operate
without its volunteers, who act as fundraisers, educators,
trappers of feral cats and foster owners of cats up for
rehoming. At any one time the charity has between 5,000
and 6,000 cats in its care.
‘I met one of our volunteers the other day who had been
up all night bottle-feeding a litter of kittens. If we were a
business that sort of commitment would be very expensive,
but in the voluntary sector the resources are flexible
according to the needs at any particular point in time. We
needed 12 hours of labour to help the kittens, and we were
given it. We estimate that our volunteer time, which amounted
to 4.6 million hours in 2013, is worth £60m a year to us –
and that’s something no business can get near.’ ■
Liz Fisher, journalist
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THE EVOLUTION
OF THE CFO

Can finance professionals with a background in shared services go all the way to the
top, or is finance transformation a graveyard for the aspiring CFO?

A

s the finance function model evolves, businesses are
having to come up with new ways to develop talent.
The trend for global organisations to restructure
the function by setting up shared service centres,
or outsourcing to third parties, is changing the traditional
pathway to top finance roles.
Established wisdom has it that CFOs, to be effective,
need a rounded understanding of every aspect of finance.
That could include transactional functions, business
support and analysis roles, as well as central reporting.
But if those transactional functions have been separated
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out, they become less accessible to aspiring future finance
leaders. It then becomes a more deliberate choice to
move into a shared services role, assuming it is even
possible to do so.
So what is the impact of the shared services route on
the finance professional’s career path? Do the finance
transformation roles attract the best and brightest
professionals who want to be CFOs? Or is shared services
a graveyard for those whom the organisation believes
add value, but who are not expected to achieve the top
finance role?
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According to a recent ACCA report,
Finance transformation roles: pathways
to CFO, which examines the views of
finance leaders and experts across
a wide range of sectors, careers in
shared services seem to be underrated.
‘Right now, a so-called urban legend
positions finance transformation roles
as a dead-end for those who want
eventually to occupy the top finance seat at the executive
table,’ says Jamie Lyon, head of corporate sector at ACCA
and co-author of the report. ‘Perhaps that is because of the
relative immaturity of the shared services finance model,
or perhaps finance transformers just have not had time to
reach the top; perhaps it is because organisations need to
amend their view of the capabilities now required to balance
agility and risk, growth and compliance in increasingly
complex market contexts; or perhaps it stems from a lack
of imagination.’
But individuals who take this route, according to Julie
Spillane, managing director and global director of finance
excellence for Accenture Global Services, can gain valuable
skills and experiences in an era when the CFO role has two
distinct sides to it: strategy and investor relations on the one
hand, traditional finance operational leadership on the other.
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▌▌▌ SKILLS HONED IN SHARED SERVICES
ARE KEY TO BUILDING A STRONG FINANCE
MANAGEMENT BENCH AND TOP-TIER TALENT
‘Being able to navigate increasing business model
complexity internally means responding to changing
expectations – knowing how to deal with operations and
the implications of culture,’ she says. ‘Shared services
experience is extremely helpful for this new generation of
leaders.’ She explains that it helps develop the skills needed
for operational leadership.
Individuals who move into shared services can gain
greater responsibility and greater access to global C-suite
executives. Nigel Coffey, senior director of finance process
transformation at PepsiCo, says: ‘I spent 10 years as a
country CFO and I never met or spoke to the global CFO. On
my very first day in shared services I was presenting to the
senior leadership team. As a shared service leader you get
access to a much more senior layer in the organisation than
you will ever get as an individual country CFO.’

»
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front-office snobbery
‘When it comes to selecting a CFO, I think the choice is a CFO who
understands the numbers rather than understands the back-office
functions. There is a snobbery in finance: the guys in the front of the
house – the planning and reporting side – think they know the business;
they think the guys in the back office don’t really “get” the business.
I think the guys in the back office often understand the business an awful
lot better than the guys in the front.’
Nigel Coffey, senior director of finance process transformation, PepsiCo

Strategic vs functional

finance out of its silo

Nevertheless, roles in shared
services are seen as less
‘What’s interesting now is the movement to global
strategic, which could put them
business services or GBS – aggregating all business
at a disadvantage as potential
delivery under one functional group. While traditionally
springboards to the top finance
finance shared services sat under the CFO, now the GBS
role. Coffey recalls: ‘When I
head, often the former head of finance shared services,
was asked to go into a shared
is at the same table. As far as the executive committee
service and outsourcing [SSO]
is concerned, the CFO and the GBS leader are almost
role my first reaction was, “you
equals. It’s a different route; the finance shared services
must be joking!” I called it the
leader now says, “I’m not part of the finance team. I’m
graveyard of ambition; there’s no
going to run the business team separately while one of
progression, no career.’
my many stakeholders is now the CFO.”’
Peter Moller, a partner in
Deloitte Consulting, cautions
Chris Gunning, vice president of global shared
aspiring CFOs against
services, Unisys
overvaluing shared services
experience. ‘Let’s not kid
ourselves,’ he says. ‘Finance shared services leaders have
counters of old,’ says Andrew Bacon, head of the EMEA
limited experience moving up the finance value chain.
shared services centre for Korean multinational Doosan
Shared services operations by their nature are never going
Infracore. ‘Ask 100 shared services leaders and you’ll find
to be strategic.’
that few aspire to be the traditional CFO.’
Finance organisations most likely to see potential CFO
Indeed, some may be looking towards another top job
talent among shared services pools are those with very mature altogether. ‘For somebody entrenched in finance, the move
– and successful – SSO models. Such organisations are
into a more operational role might be a good move toward a
consciously plotting career pathways through SSO operations,
CEO role,’ Doosan says.
realising that skills honed there are key to building a strong
Whether it’s the shared services professional who needs
finance management bench and top-tier talent.
to be persuaded of the CFO job, or the board who need to be
Sandy Khanna, vice president at IBM global process
persuaded of the shared services candidate, it’s looking like
services, has seen organisations deliberately fast-tracking
both could benefit from a strong fit of skills and experience. ■
individuals into finance leadership through transformation
or shared services roles because they value the business
Sarah Perrin, journalist
experience gained. ‘You’ll always find that the good finance
leaders find great roles because they’re in demand,’ he says.
For more information:
Could it ultimately be that organisations wanting to
appoint their CFOs from shared services backgrounds will
Download the Finance transformation roles: pathways to
have to do the persuading? ‘We don’t want to be the beanCFO report from www.accaglobal.com/ab138
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pressure drop

As concern about depression, anxiety and stress among workers in the ‘brain-based
economy’ grows, businesses are starting to see the issue as one to solve, not stigmatise

D

epression affects 350 million people worldwide,
and in the UK it is estimated that one in 10 of us
will experience a depressive episode at some point
in our lives. For employers, it is an increasingly
important issue, since most of those suffering from
depression (in Europe they make up around 87% of all
those affected) are of working age.
While it may seem that the instances of depression have
increased in modern times, there is little statistical evidence
to support that view – mainly because it is impossible
to distinguish between an increase in the instances of
depression and an increase in reported cases because of a
greater willingness among sufferers to seek help.

Breaking the taboo
Until now, people suffering from depression have been
reluctant to talk to their employers about it – because of
a well-founded fear of stigma or discrimination. A recent
report by Bupa, Breaking the silence, based on interviews
with 50 business leaders and 500 employees with and
without mental health conditions, found that one in five of
the employees who had suffered mental health problems
had been put under pressure to resign, and 51% believed
they were less likely to be promoted as a result of their
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illness. Incredibly, all but three of the 50 business leaders
questioned admitted that their organisation had an issue
with mental health prejudice although the vast majority
were attempting to address the problem.
In recent months there are signs that the taboo around
mental health at work is lifting. However, while there
is a greater willingness to discuss problems related to
stress and anxiety, conversations about depression in the
workplace remain difficult.
Increasingly, employers are mobilising to address
mental health at work, based on the recognition that
early intervention and prevention is the most effective
and cost-efficient approach. The most visible result has
been an enormous increase in mindfulness and other
stress-management programmes (see box, below). With
the charity Mind recently condemning public spending on
mental health as ‘unacceptably low’ (it is just 1.4% of the
total health budget), investment by employers in education
and preventative measures is undoubtedly welcome.
In October, the first European Business Leadership
Forum to Target Depression in the Workplace was held in
London. The forum – backed by senior executives from some
of the world’s largest companies including BT, Barclays
and Unilever – launched a business charter, setting out six
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principles of workplace best practice to reduce instances of
depression among employees. At the launch event, former
cabinet secretary Gus O’Donnell said: ‘This charter is an
important step towards validating workplace policies and
practice so we know what really works when supporting
employees who are dealing with the effects of depression.’
This follows on from the City Mental Health Alliance, set
up in 2013 to encourage employers and employees to talk
about mental health issues more openly. Its goal is to ‘create
an environment in the City where mental health is discussed
in the same way as physical health’. KPMG is a founder
member, and Deloitte and PwC have also signed up.

An expensive business

This new openness is partly a result of more liberal
times but there is also hard business reasoning behind it.
Depression is, to put it bluntly, expensive for employers.
Bill Wilkerson, chairman of the Business Leadership
Forum and executive chairman of Mental Health International,
hit the nail on the head when he wrote in a foreword to a
Business Leadership Forum report: ‘Depression is… the
principal source of workplace disability, attacking the
individual’s ability to concentrate and work productively.
Today’s brain-based economy puts a premium on cerebral
skills, in which cognition is the ignition of
productivity and innovation. Depression
attacks that vital asset.’
The cost to business is difficult to
estimate accurately but is certainly
considerable. The City Mental Health
The number of high-profile organisations exploring the meditation-based
Alliance puts the annual cost to UK
technique of mindfulness as a way of improving employee well-being
employers at £26bn a year, while
and stress management has increased enormously in the past year. Many
a recent report by the Business
businesses have introduced mindfulness training into their resilience
Leadership Forum argues that ‘mental
and well-being programmes, as well as encouraging employees to use
disorders wipe out 4% of the European
meditation apps such as Headspace.
economy year in and year out’.
To boil a complex theory down to its essentials, mindfulness encourages
A study by the European Depression
you to pay attention to the present moment, without judgment, enabling
Association (EDA) found that one in
you to escape your in-built reactive response to pressure and demands.
10 workers in Europe has taken time
There is a growing body of scientific evidence that suggests that
off as a result of depression, with
mindfulness training is an effective way of changing our innate response
the average absence being 36 days
to stress, reducing anxiety, improving resilience, increasing well-being and
per episode. An equally big problem,
developing greater emotional intelligence.
though, is workers who struggle on at
Mindful business coach Palma Michel of BeYoCo says some of the
work through their depression. The EDA
biggest mental health benefits come from functional and structural changes
found that employees with depression
in the brain, which are responsible for attention, positivity, self-awareness
who remain at work reported lost
(including emotions and negative thought patterns) and resilience. While
productivity time of an average of
she warns that mindfulness training is not ‘a panacea for depression’, she
5.6 hours per week.
says it is a powerful support tool in combination with other interventions.
In the UK, it is estimated that 1.5
‘The thing about modern life is that pressure and demands won’t
times as much working time is lost
go away and we are often not in control of the circumstances we find
through this ‘presenteeism’ as it is
ourselves in,’ she says. Michel warns that mindfulness should not be used
from depression-related absenteeism.
as a sticking plaster over the real stressors at work but rather applied to
Since presenteeism is a phenomenon
create mindful cultures, including changing the way we approach meetings,
most likely to be seen in senior staff,
deadlines, emails and communication.
the costs can quickly escalate.

MINDFULNESS

»

ACCOUNTING AND BUSINESS

24

Focus | mental health

stress and the smartphone

The profession starts to engage
KPMG is one firm taking steps to raise awareness of mental
health in the workplace and is exploring how to offer a mental
health awareness programme for managers. Nick Baber, a
director in the firm’s financial services consulting team and a
member of the executive committee of the City Mental Health
Alliance, says a culture of openness and support is critical.
‘People often present a different persona in their personal
and professional lives, fearing rejection by their peers if
they fail to project a certain image,’ he explains. ‘It would
be far better if employees were comfortable enough in
their working environment to be themselves, but this will
only happen if senior business leaders with experience of
mental health problems tell their own stories and implement
performance indicators that measure and report on progress
in the workplace.
‘The taboo associated with openly discussing depression
will also be easier to remove if organisations commit
to providing mental health training for anyone with linemanagement responsibilities. After all, knowing how to
support a colleague is a critical first step in helping them
deal with their situation at work.’
Palma Michel, a former board-level headhunter and now
partner at BeYoCo, an organisation that trains executives
and organisations in mindfulness techniques, says there is
still a long way to go: ‘While many people feel comfortable
expressing they are stressed at work, people often don’t
feel comfortable speaking openly about being depressed or
feeling anxious. Events like mental health awareness weeks
and employers taking steps to create awareness around
symptoms are helpful steps, but to remove the stigma we
need to create supportive cultures where depression and
anxiety are not seen as a weakness but an illness.’ ■
Liz Fisher, journalist
For more information:

The European Business Leadership Forum to Target
Depression in the Workplace is at
www.targetdepression.com
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Modern technology and smartphones in particular have
created an always-on culture that makes it difficult, if
not impossible, to switch off from work. While there is
no definitive research proving that this is driving stress
levels up, a growing pile of academic studies points
fingers in that direction.
Our relationship with technology, though, is
complicated. A 2014 Gallup study in the US found that
staff who spend more hours working remotely outside of
the normal working day were more likely to experience
a substantial amount of stress. Some 48% of those
who said they ‘frequently’ send and receive work emails
outside office hours said they experienced stress ‘a lot of
the day’, compared with 36% of those who never email
outside work saying they experienced stress.
So far, so unsurprising, but Gallup also found that
staff who emailed the most outside working hours
rated their lives as of a better quality than those who
did not. The reason for this, Gallup argued, was that
smartphone technology and emailing outside work hours
gave people a sense of importance and status – it might
be increasing their stress levels, but they also saw it as
evidence of their professional success.
This was reinforced by a study by the University
of Worcester in 2012, which found that the need to
repeatedly review and respond to emails, texts and social
media alerts tended to increase anxiety in smartphone
users. However, the study found that this anxiety related
only to social interactions and that stress levels did not
rise significantly when the smartphones were used for
professional purposes.
Another finding from Gallup’s study was that one of
the biggest stress indicators was an employee’s level of
workplace engagement. Daily stress was significantly
lower for engaged workers than for actively disengaged
workers, irrespective of whether their employer expected
them to check email outside the office or not.
‘These findings suggest that workers will view their
company’s policy about mobile technology through the
filter of their own engagement,’ Gallup argued. ‘Instead
of tinkering with their policies, companies would be
better off developing a strategy to engage more of
their employees.’

26

Comment | Robert Bruce

Integrated thinking is the next step
A changing operating environment means companies might at last move beyond economic
measurement of value to explain how they deliver sustainable value, says Robert Bruce
Once upon a time, the influence of the
governor of the Bank of England was
of the discreet but far-reaching sort.
An eyebrow would be reported to have
been raised almost imperceptibly
over some misconduct or other, and
everyone would scurry to put things
right again. This method combined
an implied threat with a consensus
in the markets that such changes
needed to be made.
Likewise, back in the 1970s, for
example, if a bank was in trouble
no one trumpeted the news. Instead
a leading insolvency expert would be
led through a side door of the Bank
of England on a Friday evening with
a coat over his head for anonymity,
and a plan to save the bank in
question would be hatched.
These were blunt but discreet and
effective methods. And the problems
being dealt with were very tangible
ones. These days it is different.
The change required is out in the
open. The current governor, Mark
Carney, turns up at a seminar at the
World Bank dealing with integrated
reporting and makes his views very
clear. It is not about fire-fighting an
imminent crisis. It is about influencing
the way people think ahead.
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Long-termism
And it is about, as a new year
opens ahead, making sure that the
corporate world makes the most of the
opportunities available. Carney’s theme
was what he termed ‘the tragedy of
horizons’, the way that companies
often work to artificial limitations.
He was arguing against not just the
traditional limitations that a short-term
view creates. His point was that such
attitudes damage long-term thinking
and strategy. What Carney wanted was
the integrated thinking that has always
been the long-term goal of the efforts
to implement integrated reporting
around the corporate world.
This takes us beyond a purely
economic measurement of
organisational value to a much broader
understanding of the connectivity and
the interdependencies in the way that
a business delivers sustainable value
for all its stakeholders.
And there are many different
reasons that explain why companies
are becoming more enthusiastic about

the idea. They are under pressure from
the outside world to explain more.
They understand they are operating
in a more complex environment.
And they know that they are facing
greater scrutiny from everyone, from
consumers to environmentalists.
Suddenly integrated reporting, and
the thinking that it prompts, is an
opportunity. At the World Accounting
Congress late last year (see page 36),
Nick Holland, CEO of Goldfields, one
of the largest gold mining companies
in the world, made this clear.
He has long spoken of the
challenges that mining companies face,
that of establishing a ‘social licence’
to operate. But at the Congress he
widened the argument. Companies
such as his find that environmental
pressures make it harder but, he said,
integrated thinking and integrated
reporting allowed you to talk to the
community in the widest sense, not
just the narrow financial community.
Crucially, it allowed you to talk in
the same language as that of the
wider community.

Catalyst
In some ways this is not new. As Paul
Druckman, CEO of the International
Integrated Reporting Council (IIRC),
makes clear, many organisations are
already doing integrated thinking.
‘We’ve not invented it,’ he says. ‘We may
have invented the term, but we have
certainly not invented the concept.’
The use of the balanced scorecard
and other similar management tools
all use what effectively is integrated
thinking. ‘What we have done,’ he
says, ‘is enabled the articulation of
that. Companies are using integrated
reporting, and it becomes a catalyst for
more collaborative thinking that drives
change through the business.’
And Druckman’s thoughts are
backed up by research conducted by
consultancy Black Sun. They found
that, among organisations that had
issued an integrated report, ‘79% agree
that business decision-making has
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explaining value
creation

▼ the big picture

Integrated thinking allows companies
to add long-term value by identifying
risks and opportunities

improved’ and ‘79% agree identifying
risks and opportunities has become
more effective’. That was the effect of
the use of integrated reporting.
Where companies had taken it
further and encouraged the integrated
thinking that comes out of that
process, the research found that 78%
reported ‘a current benefit of more
collaborative thinking about goals and
targets by the board, executives and
strategy departments’.

‘Logical development’
Back at the World Accounting Congress
Thomas Kusterer, CFO of German
utilities giant EnBW, simply made the
point that ‘integrated thinking was
a logical development’. It enabled a
company to reassess relationships,
risks and opportunities. And from that a
company could change behaviours and
identify how long-term value creation
could be brought about.
It is the thinking that
then becomes that catalyst.
Druckman is full of praise
for the way that the UK
Department of Business,

► the long game
Mark Carney criticises
the ‘tragedy of
horizons’
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Innovation & Skills introduced the
requirement that companies produce
reports explaining their strategy. ‘It is
exactly the sort of thing I am thinking
about,’ he says. ‘The idea was sound
and the implementation by the Financial
Reporting Council was very clever.’
The result was that the
requirements were converted into
a code. And that means that it,
too, can act as a catalyst. ‘It is the
opportunity that companies have taken
to go broader than just a strategy
report and look beyond at integrated
reporting,’ he says. Companies need
the encouragement of a structure
that enables them to go further rather
than seek the suffocating certainty of
compliance regimes.
And this is what Carney was really
warning about. It is not about financial
information – though obviously that is
part of it. It is about how the strategy
of a business relates to all the people
and groups of people that it
affects. And that in turn depends
on the integrated thinking within a
business that brings this about.
The ‘tragedy of horizons’
that stops this thinking is simply
about a corporate lack of
imagination. They know
there are limiting
factors up ahead,

Integrated thinking is defined by
the IIRC as follows:
‘Integrated thinking is the
active consideration by an
organisation of the relationships
between its various operating and
functional units and the capitals
that the organisation uses or
affects. It leads to integrated
decision-making and actions that
consider the creation of value over
the short, medium and long term.
‘Integrated thinking takes
into account the connectivity and
interdependencies between the
range of factors that affect an
organisation’s ability to create
value over time, including: the
capitals that the organisation
uses or affects, and the critical
interdependencies – including
tradeoffs – between them; the
capacity of the organisation to
respond to key stakeholders’
legitimate needs and interests;
how the organisation tailors its
business model and strategy
to respond to its external
environment and the risks
and opportunities it faces;
the organisation’s activities,
performance and outcomes in
terms of the capitals – past,
present and future.
‘The more that integrated
thinking is embedded into an
organisation’s activities, the more
naturally will the connectivity of
information flow into analysis,
management reporting and
decision-making. It also leads to
better integration of the systems
that support communication,
including the preparation of the
integrated report.’

such as climate change, for example,
but they stick to their narrow and, in
the short term, more comforting view.
The spread of integrated thinking
is changing all this. And companies
that are ignoring this process need to
respond to the Carney warning. ■
Robert Bruce is an accountancy
commentator and journalist
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Just another tax?
Merging national insurance and income tax seems a no-brainer, but NI’s peculiar status has
been enduringly popular with the Treasury and the nation – until now, says Peter Williams
In the Autumn Statement the words
‘national insurance contribution’ (NIC)
did not fall from chancellor George
Osborne’s lips. Well, apart from some
minor tinkering on youth employment,
that is. This near-total omission is
no surprise: over the decades, this
charge on workers has crept largely
unnoticed through the acrimonious
debate on how government should
raise revenue.
The arguments for merging NI
with income tax seem overwhelming
and have built up over the years. It is
not a political issue: all political hues
have called for reform over the years.
The anti-NI feeling – which has been
bubbling under for decades but has
risen in line with rates of NI – was
captured in a paper published in late
2014 by the Centre for Policy Studies,
a free-market think-tank.
NI is a big beast in terms of money
in for the Treasury. Any chancellor
would want to think very carefully
before upsetting, or even redesigning,
such a well-laden apple cart. NICs
raised £107bn in 2013/14, compared
with estimated receipts from income
tax of £156bn, from VAT of £107bn,
and from corporation tax of £40bn.
Nevertheless, the Office for Tax
Simplification has said that the

integration of income tax and NI is one
of the key areas of our creaking tax
system that requires attention.
The main argument for merger
is to save on the cost of complexity
and to provide greater transparency
and fairness. NI has become mindbogglingly complex, with some 60
different categories of employee for
payroll departments to navigate. The
fact that NI is expressed in weekly
terms whereas income tax bands
and allowances use annual income is
merely one irritating niggle.
Merger would lift the admin burdens
on employers and simplify the interface
between HMRC and the Department of
Work and Pensions. And government
in a democratic society should
presumably wish to make it as clear
as possible to taxpayers how much tax
they are actually paying.
Yet while we all get into a lather
about a penny off income tax, another

increase in the rate of NI will get the
equivalent of a shrug in the national
media. NI has proved an incredibly
useful stealth tax for politicians. In
1976 the NI contracted-in main rate
stood at 5.5%; in 2013 it was 12%.
What other tax rate could be doubled
without producing howls of anguish?
At the same points, the employer
contracted-in main rate was 8.5% and
13.8%. Did anyone say tax on jobs?
Less high-profile than the work of
the Centre for Policy Studies was a
paper produced in June 2014 by the
House of Commons Library. It noted
that although there have been some
reforms to align NICs and income
tax more closely, a merger would
present considerable difficulties. The
clue to the key difficulty lies in NI’s
name: it may not feel like it, but it is
a contribution, not a tax, for which
you get a direct benefit, and among
politicians and civil servants there
appears to be a reluctance to consign
the contributory principle to history.
There is a long established idea
that if you work (with work defined
to include unpaid caring for children)
and pay NI, then you are making
contributions to your future pension.
In 2011 Osborne suggested that ‘a
government should think long and hard
before it abolishes that’.
However, that idea is weakening,
according to the Centre for Policy
Studies. The catalyst for change is the
introduction of the single-tier state
pension in 2016. A residency-based
pension will replace today’s basic
and second state pensions – the last
vestiges of the contributions-based
principles for benefits entitlements.
If the Centre for Policy Study is
wrong and the idea of contribution
is still a principle worth preserving
in today’s society (even with all the
associated cost and complexity), we
will need to start hearing a convincing
case for keeping NI. ■
Peter Williams is an accountant
and journalist
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Inspiring the next generation
Listening to ACCA members’ views and ongoing research into the latest trends in the
profession is informing our future activities, says ACCA president, Anthony Harbinson
As we look forward to 2015, I wanted to take this opportunity not only to wish
you happy new year, but to share with you how ACCA itself is
looking ahead.
One of the key events of ACCA’s year is the
International Assembly, which took place in
London in November. More than 80 member
delegates from around the world – all of whom
are leading advocates for ACCA in their markets
– got together to look at ACCA’s strategy for
the next five years and discuss key issues,
such as how ACCA can continue to ensure
it supports you, our members, through
your working lives and to look at issues of
employability and opportunity.
International Assembly members also met
with ACCA Council members to discuss marketspecific issues and identify how the organisation
can move forward. See more information on our
discussions in the ACCA section.
At the Assembly and elsewhere we have been
emphasising ACCA’s commitment to working in
partnership. Our ground-breaking Massive Open
Online Course (MOOC), developed in conjunction with
the University of Exeter and FutureLearn, has attracted
thousands of people who might not otherwise have had
the opportunity to learn about the role accountancy and
finance plays in society.
And on the subject of education, we have been looking
at key trends in business courses as well. In a study we
carried out in association with educational consultants
CarringtonCrisp and the European Foundation for Management
Development, we found that education providers are
reconsidering the content of their degrees, shifting towards
a multidisciplinary approach to meet the demands of
students and business. Lifelong learning will remain
important, but lifestyle learning will come to the fore
because of technological developments.
We will be exploring these and other trends
and initiatives much more, so we can fulfil our
commitment to enabling more people to access
the profession.
Finally, when we discussed our
differentiators in the profession, we
concluded that our best asset is our
diverse and committed membership.
I therefore want to thank you for
the contribution you all make to the
ACCA brand and to inspiring the next
generation of finance professionals. ■
Antony Harbinson FCCA is director
of safer communities in Northern
Ireland’s Department of Justice
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Auditor reporting moves up a notch
Some firms are making the language and content of auditor reports more meaningful,
shedding light on the debates between auditor and audit committee, says Jane Fuller
In a short period, the typical auditor’s
report has gone from a brief opinion,
rarely qualified, to a must-read
discussion of a company’s approach to
difficult accounting judgments.
This rapid evolution was celebrated
at the Investment Management
Association’s inaugural auditor
reporting awards in November, at
which KPMG landed more than half
the prizes. With auditors now writing
the second wave of these reports, what
lessons have been learnt?
One is that these reports should
be company-specific. This means
dropping the initial tendency of some
auditors always to include the risk
of fraud in revenue recognition and
the risk of management override of
controls (prompted by ISA 240 on
detecting fraud). PwC, for instance,
moved during the year towards much
more tailored reports tackling risks
specific to the client.
Another is that the key section
is risks of material mis-statement.
KPMG’s pioneering publication of
‘findings’ has gone down well with
investors and financial analysts. The
firm is asking clients to volunteer to
have findings published.
It is easy to see why this is a
crowd-pleaser. We now have plenty of
audit reports that provide a primer on
what the specific risks are. Auditors’
responses are full of words such as
‘[we] checked, tested, challenged the
directors’ judgments’. But all this
tends to beg the question: ‘Well, what
did you find, then?’
KPMG is experimenting with
language in its audit reporting that
ranges from conservative to aggressive,
with balanced/appropriate in the
middle, and mildly cautious/optimistic
as a first nudge either side. Other firms
describe the judgmental process in
more neutral language. But ‘given the
uncertainty involved, the matter is not
without risk’ (Sage/PwC) is never going
to be as exciting as ‘mildly optimistic
resulting in a somewhat lower liability’
(Rolls-Royce/KPMG).
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There is, however, something
troubling in ‘findings’ that read like
management character references.
Isn’t there a better way to describe the
problem of picking a point estimate
from a range of plausible outcomes?
Given the key assumptions, what

impact would a shift in any of them
have? How much headroom is there
before, say, a carrying value must
be impaired? Could ‘confidence
accounting’ be used to illustrate
in percentage terms the degree of
confidence that can be placed in the
answer being right?
This would avoid loaded language
such as ‘conservative’, which might be
fashionable in some circles but does
not aid objective accounting. How
can such biases, once exposed by the
auditor, be squared with the board’s
obligation to produce a report that is
fair, balanced and understandable?
While questionable judgments on a few
items may not reverse the overall ‘true
and fair’ verdict, they do not sit well
with its spirit.
There is also a danger that the
expectations gap will be widened.
Standard Chartered’s audit report
(KPMG again) describes ‘inherent risks
to the Group’s business model’. It
refers to economic forecasts, the views
of the prudential regulator, concerns in
specific geographies and businesses.
While this context is a breath of fresh
air, no auditor is going to say ‘and, by
the way, the bank’s run-ins with US
regulators are unlikely to be over’.
Welcome light is now being shed
on debates between the auditor and
audit committee that were previously
kept firmly behind closed doors.
This is not supposed to imply a
change in the auditor’s behaviour,
but such demonstrations of auditor
independence will surely bolster it.
It is possible that ‘findings’ will
become mandatory in audit reports
by popular demand. But there is no
guarantee that the auditor will either
foresee all risks of mis-statement or
be right about the size of the ones it
does see. ■
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.
The views expressed are her own.
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The view from

‘

we have ambitious goals for 2015 and
beyond, and i have no doubt that our
greatest achievements are yet to come’
matthew powell aCCA, CFO, lending works
Accounting and financial management
is at the heart of every good business.
I believe a background in accountancy
gives a strong platform from which to
launch a successful career in business,
whether that be in practice or industry.
It’s no coincidence that more than 50%
of FTSE CEOs have an accountancy or
financial management background.
Lending Works is a peer-to-peer
lending platform, which we launched
in January 2014. We cut out the bank
and directly match lenders (savers)
with personal loan borrowers so both
receive a much better deal. We’re also
the first platform to have insurance
against borrower defaults, fraud and
cybercrime.
The variety of my role keeps
me constantly engaged. I work
across all aspects of the business,
from accounting and finance to
underwriting, marketing and website
development. It’s hard to imagine a
role that could compete in terms of
the spectrum of interesting challenges
to overcome on a daily basis.
It is exciting to be part of a
global shift in the financial
services sector. The sector
is changing through the use
of advanced technology and
disintermediation. Trust
in the traditional financial
services sector is low and
it is really rewarding to be
offering consumers a fair
deal again. The
majority of our
customers now
would not consider
taking out a bank
loan or using
a bank savings
account again.

One of the biggest challenges we
face is increasing public awareness.
Many people have still not heard
about peer-to-peer lending so end up
using low interest savings accounts
or taking out expensive bank loans.
However, the industry continues to
grow exponentially and is expected to
permanently change financial services
in much the same way that eBay has
changed online retail.
My ACCA Qualification has formed the
foundation of my career, enabling me
to quickly progress through the various
levels within EY and equipping me with
the skillset required to help launch a
successful business beyond practice.
On a personal level, my greatest
achievement has been becoming
a father. But on a career level, the
successful launch of Lending Works
was extremely rewarding after all of the
hard work. However, we have extremely
ambitious goals for 2015 and beyond
and I have no doubt that our greatest
achievements are yet to come.
The biggest change I’ve made
professionally was leaving a successful
career at EY to focus on the launch
of Lending Works. It was a big
decision for me to leave a global
firm, which had afforded me so
many opportunities. However,
I knew that the time was right, as
this was a unique opportunity.
My main priority outside work
is spending time with
my daughter, as well
as making time for
family and friends.
I also love road
cycling so I try to
get out as much
as possible. ■

Snapshot:
retail
Having all doubtless shopped
until we almost dropped over
the holiday season, it wasn’t
difficult to see the impact
that the retail sector has on
the economy.
As one of the most
important global economic
drivers, it is changing at an
ever-increasing speed. Shifting
demographics, technological
advances and more educated
consumers are all impacting
an industry that must adjust
to the needs of today’s – and
future – customers.
In the accountancy
world, working in the retail
industry brings its own set
of challenges. Not only does
the finance function have to
be expert in the more general
accounting disciplines such
as reporting, regulation and
corporate governance; it also
needs to advise on issues
such as sustainability and
the environment, operational
efficiency, market dynamics
and expansion, retail strategies
and consumer trends. The
growth of e-commerce, with
the resulting opportunities, will
be a key driver for the industry
through 2015 and beyond.

£44.9bn

According to the Centre for
Retail Research, e-commerce
is the fastest growing retail
market in Europe, with sales
in the UK reaching £44.97bn
in 2014, an increase of 15.8%
from the previous year.
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Tesco issues
trading
statement
with £2.4bn
to £2.5bn
trading profit
guidance, with
£1.1bn profit
expected in first
six months of
financial year

22 september 2014

Tesco
announces that
Dave Lewis will
replace Philip
Clarke as chief
executive on
1 September
2014

29 August 2014

Tesco
announces
full-year
results,
£3.3bn
trading profit

Tesco
announces Alan
Stewart, Marks
& Spencer CFO,
to join as CFO
on 1 December
2014

29 August 2014

Laurie McIlwee
resigns as CFO.
Tesco states he
will remain in
role to ensure
a smooth
handover to
successor

10 july 2014
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Tesco issues
trading update:
overstatement
in expected
trading profit
by an estimated
£250m.
Deloitte/
Freshfields probe
launched. Eight
senior executives
subsequently
suspended

Short shelf life

Tesco is trying to start its ‘long journey of rebuilding trust and transparency’, amid calls
for further investigations and hardening market conditions

It has been hard to avoid stories in the
press lately about Tesco’s finances
and leadership, and the changing
dynamics of the supermarket sector
in general. With developments at
Tesco seemingly unfolding daily –
and pending the official version of
events from the Serious Fraud Office’s
investigation – what do we know for
sure and what further developments
can we expect in the sector?
On 29 October, Tesco revealed that
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the SFO had started an investigation
into its accounting practices. The
move by the SFO swiftly followed
Tesco’s publication of its delayed
interim results, which saw chairman
Sir Richard Broadbent fall on his sword
amid a £263m profit overstatement, of
which only £118m related to the first
half of the company’s financial year.
Some £70m related to 2013/14 and a
further £75m to pre-2013/14.
‘My decision [to stand down as

chairman] reflects the important
principle of accountability on behalf
of the board and will support the
company to draw a line under the
past as it enters the next phase of its
development,’ said Broadbent.
The SFO’s probe effectively
brought to an end the investigation
that had been launched previously
by the Financial Conduct Authority
immediately after new chief executive
Dave Lewis had alerted the market to

a possible £250m misstatement in
guidance given ahead of the interim
results. ‘Tesco has been cooperating
with the SFO and will continue to do
so,’ the company said in a statement.
The accountancy profession’s
own watchdog has been sniffing
around as well. As soon as Lewis
made his admission in September,
the Financial Reporting Council
said it was monitoring the situation
closely, but added that it did not
have powers to monitor or require
restatement of unaudited trading
statements. However, following Tesco’s
interim statement, which revealed
overstatements in previous – and
therefore audited – results, its interest
has become keener. ‘The FRC is

giving careful consideration to Tesco’s
announcement of 23 October 2014
and will continue to gather information
to determine whether it should take
regulatory action,’ it said. The FRC has
warned retailers it will be scrutinising
2015 disclosures in policies,
judgments and estimates arising from
complex supplier arrangements.

Spotlight on PwC
Regulatory review could well spread
beyond those at the top of the Tesco
tree, and drag in PwC, Tesco’s auditors
since 1983. ‘An overstatement of this
amount is well above the threshold of
“materiality”,’ said Crawford Spence,
professor of accounting at Warwick
Business School, and he believes it

FRC confirms
it is giving
careful
consideration
to Tesco’s
announcement

29 October 2014

Tesco publishes
delayed
interim results,
revealing black
hole of £263m.
Chairman
Sir Richard
Broadbent steps
down. Deloitte
report passed
to FCA

24 October 2014

Confirms
FCA
investigation

Tesco
announces
Richard
Cousins (CEO
of Compass)
and Mikael
Ohlsson (former
CEO of IKEA)
to become
non-executive
directors

23 October 2014

Alan Stewart
joins as
CFO with
immediate
effect

6 october 2014

Financial
Reporting
Council
confirms it is
monitoring
situation

1 october 2014

23 september 24 september 2014
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Serious Fraud
Office confirms
it has started
investigation,
FCA
investigation
discontinued

should really have been picked up
by the auditors. Crawford adds that
PwC’s most recent audit of Tesco
drew attention to commercial income,
but ultimately concluded that Tesco’s
treatment was satisfactory. ‘The FRC
should also investigate PwC,’ he says.
PwC declined to comment.
The pulling forward of commercial
income could also come back to haunt
Tesco’s audit committee, chaired
by Ken Hanna, a former partner at
PwC and CFO at Cadbury from 2004
to 2009, who is now chairman at
FTSE 100 company Inchcape. The
latest annual report admitted that
commercial income had been an area
of focus for the external auditors,
but said the audit committee did

»
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not consider the issue ‘significant for
disclosure’. Hanna’s future as audit
committee chairman is unclear – there
have been reports he will also step
down in the new year, although he has
not been accused of any wrongdoing.
Tesco declined to comment.
Other senior personnel are reported
to have already left, including UK
finance director Carl Rogberg, who
was among the eight executives
suspended during the Deloitte
investigation. Again, Tesco refused to
comment. However, the good news
is that Alan Stewart, the company’s
new chief financial officer, was
persuaded to come onboard earlier
than anticipated. Working alongside
chief executive Lewis, Stewart will now
face the difficult task of rebuilding the
company’s brand and reputation.
So what is the outlook? In his
interim report, Broadbent outlined
three priorities: restore competitiveness
in the core UK business, protect and
strengthen the balance sheet, and
begin the ‘long journey of rebuilding
trust and transparency in the business
and the brand’.
A new team, led by Lewis, has
had to contend with the run-up to
Christmas (Tesco’s trading update is
due on 8 January). But all retailers
have a fight on their hands – in some
cases quite literally, during the Black
Friday sales – to keep their heads
above water.

Stiff competition
This perhaps goes the heart of the
problems facing Tesco and the wider
supermarket sector. Competition is
ferocious. The fight with discount
retailers Lidl and Aldi has been
well-documented, and it is not just
Tesco that is suffering. According
to benchmark data from Kantar
Worldpanel, the big four multiples
(Tesco, Asda, Sainsbury’s and
Morrisons) saw their combined market
share fall by two percentage points in
the year to mid-October, with 75% of
that loss being Lidl and Aldi’s gain.
That’s a shift equivalent to more than
£1m of shopping per day.
Looking at the downbeat interim
results from Tesco’s arch rival
Sainsbury’s, Phil Dorrell of retail
consultancy Retail Remedy, says:
‘For Sainsbury’s to blithely describe
a £290m annual loss as “relative
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The Deloitte files
In its review of Tesco’s own
conclusions, Deloitte confirmed:
Tesco’s overall commercial
income adjustment in the
current reporting period of
£263m is reasonable
amounts have been pulled
forward or deferred, contrary
to Tesco Group accounting
policies
there have been similar
practices in prior reporting
periods
the current and prior
practices appear to be linked,
as income pulled forward grew
period by period.

*
*
*
*
▲ end of the line

Sir Richard Broadbent resigned over
Tesco’s accounting scandal

The Tesco files
Tesco interim results for H1 2014/15
UK sales
UK revenue (exc. VAT, exc. impact of IFRIC 13)
UK trading profit

£m
23,566
21,301
499

% growth
(2.6)
(2.7)
(55.9)

Trading margin (trading profit/revenue)

2.34%

(283)bp

While a weakening of the UK grocery market and the more structural trends
towards proximity and online retailing have been industry headwinds, Tesco
admitted relative performance also fell short of its own initial expectations.

outperformance” shows just what dire
straits the supermarket giants face.
Put another way, Sainsbury’s results
are marginally less awful than Tesco’s.’
But at least, according to Dorrell,
Sainsbury’s isn’t facing an existential
crisis. That’s probably also true of
Tesco, but what emerges from the
wreckage could look very different.
Broadbent’s desire to return the UK
core to financial stability means other,
non-core parts of the empire could
either be sold or closed down. Vodafone
is said to be circling Tesco’s lossmaking TV streaming service Blinkbox,
which it could pick up for a song.

Legal threats
And the lawyers are circling as well.
UK law firms are targeting Tesco
shareholders in a bid to build a class
action suit. Claims management
company Fideres Partners, alongside
law firm Reynolds Porter Chamberlain,

has indicated that it wishes to establish
contact with institutional shareholders,
which saw £2bn wiped off their
Tesco shareholdings when the initial
misstatement was revealed.
Stewarts Law is also preparing legal
action – although no claims have so
far been issued – financed by litigation
funder Bentham Ventures, whose
managing director John Walker says:
‘Shareholders are justifiably concerned
that Tesco misrepresented its earnings,
resulting in material losses. We expect
the legal claim to reveal the true extent
of the problem and allow shareholders
to seek compensation.’
Uncertainty will remain until we
find out if the SFO will press charges
against the supermarket chain. It
has clearly seen something in the
Deloitte investigation to warrant
further investigation. ■
Philip Smith, journalist
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THE NARROWER THE GENDER GAP, THE MORE COMPETITIVE THE ECONOMY

The Global Gender Gap Report tracks the strong correlation between a country’s gender gap and national
competitiveness – women account for half of a country’s potential talent base, making their education and
employment crucial to the national skillset. The numbers below refer to countries’ global ranking.
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THE GLOBAL TOP FIVE
1 Iceland
2 Finland
3 Norway
4 Sweden
5 Denmark
WAITING FOR 2095?

THE SURVEY

Based on nine years of survey data, we would have to wait 81
years for gender workplace parity, as there has been only a small
improvement in equality for women in the workplace so far.

The Global Gender Gap Report 2014
benchmarks the national gender gaps of
142 countries according to economic,
political, education and health criteria.
This is the ninth edition of the World
Economic Forum’s index, which allows timeseries analysis on the changing patterns of
gender equality around the world.
You can read the report by going to
tinyurl.com/GGGR2014

HIGH INCOME

UPPER MIDDLE INCOME

LOWER MIDDLE INCOME

LOW INCOME

1 Iceland
2 Finland
3 Norway

18 South Africa
21 Ecuador
22 Bulgaria

6 Nicaragua
9 Philippines
25 Moldova

7 Rwanda
17 Burundi
27 Mozambique

(US$12,616 OR MORE)

(US$4,086–$12,615)

(US$1,036–$4,085)

(US$1,035 OR LESS)

HEALTH AND EDUCATION STREETS AHEAD OF ECONOMIC PARTICIPATION AND POLITICAL EMPOWERMENT

The gender gap is narrowest in terms of health and survival. This gap stands at 96% globally, and 35 countries have closed
the gap entirely. The educational attainment gap is the next narrowest, standing at 94% globally. While the gender gap
for economic participation and opportunity lags stubbornly behind, the gap for political empowerment, the fourth pillar
measured, remains wider still, standing at just 21%, although this area has seen the most improvement since 2006.
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Warren Allen talks of the ‘wonderful opportunity’
integrated reporting represents for the profession

EYE TO THE FUTURE
Integrated thinking and fighting fraud were top of the agenda at the ‘Olympics of the
accountancy profession’ in Rome. We report from the World Congress of Accountants

E

very four years, accountants gather for the World
Congress of Accountants, often dubbed the
‘Olympics of the accountancy profession’. This time
the host city was Rome, to which 4,000 delegates
journeyed from around 140 countries to discuss the big
issues facing the profession.
Just 250km north lies the town of Sansepolcro, where in
1494 Franciscan friar Luca Pacioli published the first ever
book on double-entry bookkeeping, earning him a place in
history as ‘the father of modern accounting’.
The Congress opened on 10 November, exactly 520 years
after Pacioli published his influential tome, adding historical
resonance to its theme ‘Learning from the past: building
the future’. And the future, according to the Congress’s final
flagship debate, is all about integrated thinking.
It was a topic that made its entrance in 2010 at the
last World Congress in Malaysia – the same year as the
International Integrated Reporting Council (IIRC) was
formed. There, as accountants grappled with the difficult new
realities posed by the financial crisis, its chief executive Paul
Druckman stood up to explain what the then little-known
concept of integrated reporting might mean in practice.
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Japheth Katto FCCA
on fighting fraud

WHAT’S ON THE MIND OF
GLOBAL ACCOUNTANTS?
Watch our World Congress video to hear the views of
leading accountants from around the world on the big
issues and challenges facing the profession.
Visit www.accaglobal.com/ab139
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Ndung’u Gathinji FCCA
receives Sempier Award

AFRICAN ACCOUNTANTS
IN THE SPOTLIGHT
Incoming IFAC president Olivia Kirtley championed
the capacity-building work of the global accountancy
profession, particularly for the benefit of emerging
economies and their populations.
She told delegates of the Memorandum of
Understanding to Strengthen Accountancy and
Improve Collaboration (Mosaic) that IFAC has signed
with key groups in the international donor community.
‘Out of this agreement we have launched the
Mosaic website, which will provide a “marketplace” to
match the developmental needs identified by national
professional accountancy organisations with the
funding interests of potential donors,’ she said. (Read
more in our interview on page 40.)
IFAC also underlined the importance of building
capacity in accountancy skills by awarding this
Congress’s Sempier Award – recognising outstanding
contributions to the accountancy profession – to ACCA
member Ndung’u Gathinji of Kenya.
‘Gathinji’s pioneering efforts to launch the Pan
African Federation of Accountants, Institute of
Certified Public Accountants of Kenya, and the former
Eastern, Central and Southern African Federation
of Accountants have ensured that the value of the
profession has been understood and embraced
in Africa in a way that would have been otherwise
impossible,’ she said.
In a compelling acceptance speech, Gathinji
charted his career from boyhood in colonial Kenya,
his training in the UK and rapid return to Africa, and
the subsequent decades spent developing both his
own career and the accountancy profession, including
the IFAC committees he served on that worked to
increase focus on the need to support the profession
in emerging economies. He thanked many, including
ACCA, naming a number of key staff, such as chief
executive Helen Brand, for the support he had received.
‘Africa is on the rise. If you need convincing, just
look around the hall,’ he said.

Since then it has moved centre-stage, earning top
billing at the 2014 Congress, which was organised by the
International Federation of Accountants (IFAC) working with
Italian accountancy body CNDCEC. Four years on, Druckman
found himself chairing a much better informed debate.
‘Integrated reporting is one of the most wonderful
opportunities this profession has seen in many decades,’
outgoing IFAC president Warren Allen told delegates. He
warned that if the accountancy profession did not grab this
opportunity, ‘there are plenty of others standing in the wings
and they will eat our lunch’.
Allen described the growth of integrated reporting as
‘bottom up’, driven by CFOs and accountancy firms. The
CEO of South Africa’s mining giant Gold Fields and CFOs of
energy giant EnBW in Germany and Itau Unibanco in Brazil,
representing corporate giants from different continents,
joined him on stage to enthusiastically endorse integrated
reporting and the benefits it had brought to their companies.
But, in fact, they gave greater emphasis to its conceptual
sibling, ‘integrated thinking’, fast becoming the buzz-phrase
of corporate finance functions and management.
An integrated report aims to concisely describe how
an organisation’s strategy, governance, performance and
prospects, in the context of its external environment, lead to
the creation of value in the short, medium and long term.
Integrated thinking is less well defined, but broadly
refers to bringing about this value creation in corporate
management action and decision-making. Companies, said
the speakers, have had to rethink their approach to their
strategy and management as society’s expectations of
them have changed, and intangibles such as relationships,
reputation and intellectual capital have come to make up an
increasing proportion of their value.
Thomas Kusterer of EnBW said that social and
ecological issues were becoming much more important to
the economic success of companies and the concept of
integrated thinking was a logical way to deal with them.
Nick Holland of Gold Fields described how increasing
community activism across the world was killing off
many potential mining projects at the planning phase.
‘Soft’ issues, such as communities, governments, trade
unions and environmental concerns, had come to dominate
its risk register. Investors had taken fright and were
abandoning the sector.
A new approach was needed if the company was going
to survive, he said, which involves working more closely with
communities and governments to persuade them of the
benefits of the projects.
He added that this kind of integrated thinking,
communicated by integrated reporting painting an accurate
picture of the company’s total value creation, had led to
investors being attracted back into the business.
Other speakers highlighted the need for accountants to
work with specialists in different areas to produce integrated
reports, yet retain leadership. They also talked about

»
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the need for it to be included in professional training (it is
already part of the ACCA Qualification syllabus) and the
need for increased assurance.

Fighting fraud

Yahoo CFO: ‘Work all hours’
Yahoo CFO Ken Goldman caused a stir when
asked for his tips for career success. ‘Be the first
to get in and the last to leave,’ he recommended.
This followed earlier comments in which he had
defended Yahoo’s headline-making decision last
year to ban home-working on the grounds that
in-office collaboration is important. A regular ‘allhands’ meeting at 4.30pm on Fridays underlined the
company’s stance, he said.
But he didn’t get any backing from his fellow CFOs.
Shell’s Simon Henry expressed disagreement with
the approach, pointing out that what the boss does
other people do too: ‘I try not be to be visible outside
normal working hours,’ he said.

Corporate governance
Corporate governance featured prominently at a
tandem event, the World Congress of Accounting
Educators and Researchers (WCAER).
A new ACCA/KPMG report, Balancing rules and
flexibility, underpinned a discussion featuring a keynote
address of Irving Low, head of risk consulting at KPMG,
and chaired by ACCA’s director of policy Ewan Willars.
The other panellists were: Vincent Tophoff, senior
technical manager of IFAC’s Professional Accountants
in Business Committee; Black Sun’s director of
research and strategy Sallie Pilot; and Sue Milton,
owner of SSM Governance Associates. For more, see
our Irving Low interview (see Contents page).
The initial findings of three research projects on
integrated reporting were presented. The research is
part of a project backed by ACCA, the International
Association for Accounting Education and Research
(IAAER) and the IIRC. WCAER was held by the IAAER
and the University of Florence.
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Integrated reporting was only one of a huge number of
issues covered at the Congress. The most oversubscribed
session was on fighting fraud and corruption, chaired by
ACCA Council member Japheth Katto FCCA, a consultant
and former CEO of the Capital Markets Authority of Uganda.
Corruption, he said, is among the greatest obstacles to
economic and social development and is especially severe
on the poor. ‘Professional accountants are well placed to
lead the fight against fraud and corruption because of their
extensive training and strong perspective on ethics,’ he
said. ‘They are required to show integrity, which could be
summarised as doing the right thing when no one is looking.
‘They are also required to be objective, not allowing bias,
conflict of interest or undue influence of others to override
professional or business judgments.’
Katto, like many delegates, recognised that the realities
of this can be extremely challenging for accountants in
some countries and organisations.
One of his panellists, Caroline Gardner, auditor general
of Scotland, contrasted her own situation when raising
issues of corruption and fraud – she is constitutionally
protected – to accountants in other places for whom doing
so risked putting themselves and their families in danger.
This resonated with many delegates and was the theme
of a number of questions – a typical one being: ‘At what
point do you decide to lose your job in the interests of
the wider community?’
Gardner said that an International Ethics Standards
Board for Accountants (IESBA) taskforce, of which she is
chair, is working on a new code on how accountants should
respond when they encounter a suspected illegal act.
The project had been challenging, she said, reflecting the
complexity of the dilemmas that accountants face every day.
Dr Yugui Chen, vice president and secretary general
of the Chinese Institute of Certified Public Accountants,
highlighted one of these dilemmas – the balance between
the principle of client confidentiality and the public interest.
Jim Osayande Obazee, executive secretary of Nigeria’s
Financial Reporting Council, emphasised the need for
factors such as solid legal foundations, freedom of the press
and good corporate governance to be in place if accountants
were to be effective in exposing fraud and corruption.
Bringing transparency to the public sector was
another big theme of the Congress. Pamela Monroe Ellis
FCCA, auditor general of Jamaica, chaired a session on
accounting for not-for-profit organisations, while former
IFAC chief executive Ian Ball called for accrual accounting
in government, now increasingly being put into action, to be
extended to budgeting as well.
Smaller businesses and practices were not neglected.
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Nina Tan FCCA addresses the
issue of understanding data

Former ACCA president Mark Gold, chairman of the
small and medium-sized practice (SMP) committee of
the Federation of European Accountants and a partner
with London firm Silver Levene, chaired a session on the
internationalisation of SMPs.
The international activity of small and medium-sized
enterprises (SMEs), he argued, is substantial but much
underestimated, providing a huge opportunity for the SMPs
that advise them. And the practitioner’s skillset is more
transferrable than many think.
‘The most ambitious practitioners can ride on the coattails of successful clients to explore new markets, create
partnerships abroad and expand their practices. In many
parts of the world, especially South-East Asia, this practice
is actively encouraged by policymakers,’ he said.
Other SMP issues discussed included digitisation and
technology, and the move from hourly billing to value billing.
The pros and cons of specialisation were also debated.

Audit thresholds
The Congress also looked at the impact on SMPs of rising
audit thresholds in many parts of the world – the subject
of a session chaired by ACCA’s external affairs director
Sue Almond. ‘Regulators are raising audit thresholds and
exempting many SMEs from audit requirements. As a
result, there is a growing demand for other services, such
as reviews, to provide both the SME owner and financial
statement users with some assurance on the reported
numbers,’ she said.
Her panellists shared experiences on the impact of rising
audit thresholds, revealing varied experiences. For some it
had led to a reduction in work for SMPs. But Stuart Black,
who recently retired from Chapman Eastway, a practice in
Australia, and was made a Member of the Order of Australia
in 2012 for his services to the accountancy profession, said
the impact on practice profitability had been limited. This
is because most companies still chose to prepare financial
statements, even if they weren’t audited, and also enabled
accountants to offer value-added services where they were
previously barred from doing so by independence rules.
Financial reporting was also debated, with International
Accounting Standards Board chairman Hans Hoogervorst
taking to the stage in a debate on convergence, which
inevitably focused on the US’s refusal to adopt International
Financial Reporting Standards (IFRS).
This issue was picked up by the director general of the
Italian Treasury, Vincenzo La Via. ‘We have to acknowledge
that the progress on international convergence in accounting
standards has fallen short of original targets, primarily due
to the still relatively significant distance existing between
the GAAPs adopted in the United States and IFRS,’ he told
delegates. However, he was careful to add that the standards
themselves were of high quality. ■
Chris Quick, ACCA’s head of publishing

the cfo data challenge
The explosion in the volume of data in an increasingly
digitised world has many advantages, but its sheer
volume raises big challenges, said CFOs.
The key to dealing with this ‘fog of data’, advised
British Telecom CFO Tony Chanmugan, is to fine-tune
what you need. ‘What is the problem you are trying
to solve? You have to understand the data and use it
forensically,’ he said.
On the issue of diversity, Shell CFO Simon Henry
said while it was important, it was useless without
inclusivity. Good-quality people and using them
properly was the key to differentiating yourself from
competitors, he said.
A session on ‘Digital Darwinism’, chaired by ACCA
head of futures Faye Chua, looked even further into
the future. Ashton Dallsingh FCCA, CFO of Europe,
Middle East, Africa and Russia for Cisco Systems,
highlighted the number of companies whose business
models had been destroyed by the rise of digital.
He warned CFOs that if digitisation brought about
changes in their ‘corporate ecoystem’ and they didn’t
respond, then they faced extinction too.
Nina Tan FCCA, CFO of Trax Technology Solutions
in Singapore, continued the theme. As change
managers, CFOs needed to be ‘storyboarders’, she
said. She emphasised that while understanding data
was critical, CFOs also needed to understand bias,
sentiment and emotions, and their impact.
She suggested ambitious finance professionals
might in the future increasingly use neuroscience
training as a way of enhancing their own performance,
and to get an edge over the competition.

For more information:

Read our interview with IFAC’s Olivia Kirtley on next page
Read our interview with KPMG’s Irving Low (see Contents)
IFAC’s Vincent Tophoff discusses the principles of
corporate governance at www.accaglobal.com/ab135
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CORE
TRUTHS

New IFAC president Olivia Kirtley reveals
her take on the accountancy profession
and its challenges globally

O

livia Kirtley, the newly elected president of the
International Federation of Accountants (IFAC),
believes that, to develop and prosper, every country
needs the core skills of professional accountants.
Take the war-torn central African state of Rwanda.
According to a World Bank estimate, in 2008 the country
possessed just 45 qualified accountants and no professional
organisation to support them. Such scarcity makes it nighon impossible to access funding from donors and others to
finance national reconstruction.
‘Those core accountancy skills are needed to build
transparency and accountability for strong, sustainable
government, companies and societies in general,’
says Kirtley. ‘Accountants have ethical standards and
competencies, they ask the right questions and they know
how to put the information together.’
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Thanks to IFAC’s work, Rwanda now has 285 qualified
accountants, supported by a growing national accountancy
body. Kirtley describes it as a great capacity-building
success story. She hopes the work will continue, with
IFAC’s new Memorandum of Understanding to Strengthen
Accountancy and Improve Collaboration (Mosaic) website
helping improve cooperation and collaboration between
IFAC, international donors and the development community.

Building relationships
Cooperation and collaboration are the touchstones of Kirtley’s
own career success. Sharing and building professional
networks outside the formal workplace has helped take
her to the presidency of IFAC – a two-year position. And
she acknowledges ACCA as ‘one of the largest and most
important partners in IFAC and a huge supporter’. In her

recent speech to the International Assembly she noted ACCA’s
large student membership and said ACCA often identified
talent in locations around the world where IFAC itself has
trouble finding representation. Looking ahead, she is seeking
to build stronger understanding and relationships between
the accountancy profession and interest groups such as
legislators, regulators, investors and the business community.
Describing how she entered the profession 40 years ago,
‘a simple girl from a farming community’ in the US, she
was looking for a job to fund her husband through medical
school. She got her break in what was then overwhelmingly
a man’s profession when a senior partner hired her on the
spot – without consulting his partners – after she drove
100 miles for an interview two days before her wedding. ‘It
only takes one person to make a difference,’ she says, and
believes that we all have to show ourselves worthy of the
trust that others place in us.

cv
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Olivia Kirtley brings a breadth
of experience to the role of IFAC
president. The only gap in the CV
is that she hasn’t been a regulator,
although she has met plenty in her
time. A business consultant, she is also
a non-executive director of three public
companies: US Bancorp, Papa John’s
International and Rescare.
She was previously vice president of
finance and CFO of a global manufacturer
and a joint venture of Emerson Electric and
Robert Bosch. She spent the first decade
of her career with Ernst & Ernst/Ernst &
Whinney (now EY) in both audit and tax.

▌▌▌‘we have to tell the public what we
do and how we make a difference and why
we are important to society in general’

We are all doing great work but we’re
not aware of what others are doing.
IFAC is there to spearhead initiatives
where the member bodies think that
we can be uniquely effective in terms
of reach or relationship.’

Global representation

The three Ps

One of IFAC’s key tasks is to represent the profession
globally. Kirtley says: ‘We do advocate on behalf of the
profession where we see it is serving the public interest:
we have to tell the public what we do and how we make a
difference and why we are important to society in general.’
She says the profession does not always appreciate the
views of regulators because it is too busy defending its
position and that of its clients, but even-handedly points
out: ‘Regulators don’t listen because they think they already
have the solution or at least a political sound bite. Through
building relationships you build trust and when it comes to
the next inflection point or crisis, there is a greater chance
both sides will reach out and talk.’
While acknowledging the importance of improving
standards, she is clear that the process should be evidencebased. One of the problems that she perceives is regulatory
fragmentation at a regional and global level. She points
to the European Union setting out a broad framework of
mandatory audit firm rotation but then leaving individual
countries to implement it, with the result that each EU
country ends up having its own rules. Kirtley adds that she
has heard of whole audit teams moving from one firm to
another to comply with the rules on rotation of firms. ‘It
sounds good in theory until you start working through the
detail,’ she says.
She reiterates that IFAC is a member body whose purpose
is to serve its members. Power comes, she says, from
leveraging what each member body does well and the work
they have already done. ‘There is a tendency to be insular.

As a former CFO she identifies three challenges for today’s
finance heads: people, process and pace of change. In terms
of people, she cites internal audit – does it have the right
people with the right skills for areas such as cybersecurity?
Likewise with processes, companies must get to grips with
issues such as big data. ‘As the finance function you can’t keep
producing the same reports and be effective; you have got to
go out and ask people what they need to do the job better.’
And then there is the pace of change. Kirtley asks
whether accountants are moving fast enough to provide the
reporting information that investors really want.
She says the key lessons of the past crisis are not to
allow controls imposed for a good reason to be overridden;
to be sceptical and not too trusting; to keep digging until
you get satisfactory answers; to avoid group-think and not
be afraid to ask questions even if no one else seems to
think they are worth asking. ‘Our duty as management and
auditors is not to take things at face value,’ she says.
With that sort of outlook – and her confession that she
loves finding solutions to challenging problems – IFAC looks
set to take an ever greater role in the global leadership of
the profession. ■
Peter Williams, accountant and journalist
For more information:

See our interview with Olivia Kirtley at the World
Congress at www.accaglobal.com/ab140
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DIVERSITY DRIVE IS A
Diversity is a finance issue – one that requires all the analytical, governance and
management skills the finance function has to offer
Role of finance

▌▌▌‘DIVERSITY NEEDS TO BE PART
OF HOW BUSINESS IS RUN. FINANCE
CAN HELP WITH MAINSTREAMING IT’
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JOB FOR FINANCE
FINANCE FUNCTION ACTION
Finance functions can play a leading role in
creating, implementing and managing diversity
policies, as follows:
Approach HR and diversity colleagues to propose
working together in order to assess diversity
within the organisation and its interaction with
management strategy.
With HR, identify the best measures for analysing
diversity impacts – financial measures and softer
metrics such as employee or customer satisfaction.
Assess the quality and extent of current diversity
data and whether this needs to be improved.
Consider including shareholder value, wider
stakeholder value, regulatory costs and the global
value chain in the scope of the business case.
Consider the financial impact of lost business, as
well as the potential for increased turnover and
profit from improved customer understanding.
Tailor the business case and its presentation for
specific audiences, whether HR, line managers or
C-level executives.
Establish governance around diversity actions
– for example, by including diversity KPIs in
management reporting packs.
Examine the standard methodologies and reporting
practices used by finance to ensure these are not
acting as a blocker to diversity initiatives.

*
Governance and methodology

*
*
*
*
*
*

What’s next?

*

■

FOR MORE INFORMATION:

Towards better diversity management is at
www.accaglobal.com/ab134
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Career boost
Talent doctor Rob Yeung explains why it’s important to believe in people’s capacity for
growth. Plus, how to build a good LinkedIn presence, and what’s acceptable in meetings

TALENT DOCTOR: DEVELOPMENT
I started running new leadership development
programmes at three different organisations within the
span of a few weeks: a retailer, an accountancy firm
and a growing online business. In each first workshop
together, I asked the same question: ‘To what extent do
you believe that leaders are born versus made?’
Research studies suggest that leaders are probably
both born and made – leadership emerges both due to
nature (genes) and nurture (upbringing and opportunity).
But your personal answer to the question is important
because it may either hinder or help you (and those
around you) to develop further and succeed.
Some people have what I call a gifts mindset. During
one leadership workshop, a sales manager repeatedly
expressed his frustrations about the calibre of his
team. In describing them, he used phrases like: ‘He just
doesn’t have what it takes’ and ‘She isn’t a natural public
speaker.’ He believed that people had certain innate
talents and fixed gifts – or not.
The thing is: having the gifts mindset is essentially
having low expectations for people – not only people
around you but potentially even yourself. Believing that
other people are inherently a particular way and can’t
change means that you probably won’t coach, challenge
and support them. Believing that you can’t change – that
you have naturally unalterable weaknesses as well as
strengths – implies that you should stick to what feels
comfortable and safe rather than pushing yourself to
develop in new ways.
In contrast, it’s possible to adopt a growth mindset –
to assume that most people can learn, grow and develop
no matter how strong or poor they might be to start with.
So the good can become great and the weak can become
competent. Importantly, experiments by researchers
such as Stanford University professor Carol Dweck tell
us that individuals with the growth mindset achieve
significantly better results; managers with the growth
mindset are better coaches too.
To foster the growth mindset in others, ask them: ‘Can
you think of a skill you once weren’t very good at but now
perform better?’ If you’re a leader, encourage the people
in your team to reflect on how they learnt in the past and
what tactics or strategies helped them to improve. And do
the same for yourself too: remind yourself of skills you
developed and how you went about it. The point is to apply
lessons from your previous learning to current and future
attempts to hone your skills, abilities and knowledge.
You may occasionally encounter somebody that
genuinely can’t change. But often your mindset may be
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more of a barrier to improvement than people’s actual
talents. When coaching others, ask ‘How can you get
better at this?’ rather than ‘Why can’t you get better
at this?’ And when thinking about your own skills and
talents, avoid telling yourself ‘This is as good as I’m
going to get’ and think of yourself as forever being a
work in progress.
Believe in growth and you grow. Believe in fixed,
limited gifts and you may trap yourself into staying
exactly how you are. ■
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and the author of more than 20 career
and management books, including How To Win: The
Argument, the Pitch, the Job, the Race. He also appears
as a business commentator on BBC, CNBC and CNN news
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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THE PERFECT: LINKEDIN PRESENCE
LinkedIn is a pre-teen, it’s not even had a first kiss,
yet in the second quarter of 2014 it saw a year-on-year
revenue growth spurt of 47% to US$534m.
Not only that, but it demands your time and
attention, because as a professional today, whether
you’re actively looking for a job or
not, you need to have a LinkedIn

profile. After all: ‘There’s no such thing as a job for life
anymore, a job should be viewed as temporary,’ says
Heather Townsend, author of The FT Guide To Business
Networking. ‘Over the past decade there’s been a
fundamental shift in how recruitment is done,’ explains
Townsend, ‘recruiters are now using LinkedIn as a key
candidate search database.’ And if you’re looking to
network and promote yourself or your company on
LinkedIn, then make sure your personal and corporate
profiles are present and in good shape, for according to
Hinge Research, nearly 50% of potential clients will look
at company and employee profiles when engaging with
you. But what makes a good profile? Townsend says:
‘Brand yourself up! A LinkedIn profile isn’t about
your career now, think in a five-year timespan.
Break your career into milestones and show that
you have the attributes to succeed in your desired
next step.’ Then, be active: recommend people,
make new (strategic) contacts, like other people’s
posts and start (relevant) conversations.

THE BIG BREAK: VICTORIA GILLESPIE FCCA
ACCA London Women’s Network panel member and
associate director at SS&C GlobeOp, a provider of
cloud-based fund administration services to the
investment sector, Gillespie says that gaining her
professional qualifications – ACCA, Investment
Operations Certificate and BSc Hons – has been among
her greatest highlights, all achieved while working full
time, and being a mother to two young children.
Her philosophy is very clear: ‘My career works for me,
as I cannot do something that I do not enjoy, despite
the financial reward. At school, I was advised to pick my
A-levels based on what I enjoyed the most, not a route to
my career. This is exactly the same principle I have tried
to use when making career decisions or studying towards
a qualification and why I feel that I have taken on projects
that have been successful.’

MEETING ETIQUETTE

According to a survey of
some 200 HR directors
in the UK, only one in 10
believe it’s acceptable for
attendees to email during
meetings. In a business
culture that demands
employees display keen
multitasking capabilities
to keep pace with digital
communication, it has
become all too common for

meetings to be punctuated
with the tap and click of
BlackBerries, or people
ducking out to take ‘urgent’
calls. The survey, conducted
by OfficeTeam, a Robert Half
company, found that 41%
believe it’s only acceptable
to read messages during a
meeting if they’re urgent,
while 25% say that mobiles
shouldn’t be brought into
meetings at all.

Her tips on work-life balance

Try to keep good habits. Give
*
yourself time-bound limits and stick
to them. If you find yourself regularly
working late, look at why, and whether
that time has been productive. Do you
really need to be there?
Be realistic. You cannot achieve
everything all of the time. Therefore
be realistic with your time, both at
work and outside. Don’t cram in too
many events outside work when you
have important deadlines looming.
Ensure that you set goals outside work and keep them.
This may be going to the gym several times a week,
regularly meeting friends or family.

*

*

ASIA CALLING

The quantity of accounting
and finance jobs being
advertised across Asia
rose 24% year-on-year in
the third quarter of 2014,
according to Robert Walters.
The countries driving this
growth were Hong Kong
(37%), Malaysia (58%) and
Singapore (56%). Their
success was attributed to
factors such as overseas

opportunities, emerging
economies and recovery,
multinationals setting up
service hubs and offshoring
in the region, and shifting
regulatory dynamics. ■
This page is compiled and
edited by Neil Johnson
FOR MORE INFORMATION:

www.accacareers.com
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Fit for purpose
In a new series on competitive advantage, Tony Grundy charts
the transformation of an ailing gym chain into a distinctive brand
Fitness4Less CEO Matthew
Harris entered the health
club market as a young man
in 1997. He had a burning
desire to help people to get
fit while also having fun.
We first met through his
company’s auditors – I was
running a programme for
them called ‘Developing
Growth Advisers’, and
he kindly offered to be a

of health clubs and wanted
a brand and competitive
strategy that was quite
different from others in the
market, so he had climbing
walls, a women-only area,
and more of a night clubtype ambiance for the really
vigorous exercisers.
The chain grew quickly,
mainly in the South East.
Levels of performance

shares, damaging the
share price. The group also
had significant debts, and
central costs had grown
faster than revenues and
margins, putting some
financial strain on the group.
In 2002 we ran some
workshops with the board to
see what deeper economies
we could make in central
costs, and a process of

guinea pig for me to develop
a case study so that the
auditors could come up with
interesting growth strategy
options. He role-played not
only for this programme
but also for me as a visiting
speaker when I was teaching
at Cranfield.
At this time, he was
rapidly developing a chain

varied, with clubs such as
London Bridge being stars,
and some others, such as
Bristol, having low profits.
He successfully floated the
business for £28m in 2000
on the AIM market, but
after a short while, one of
the investing institutions
changed its investment
strategy and dumped its

selective disposals was
started. As a result of
external financial pressure,
there was a major group
reconstruction, which left
him with half a dozen clubs
of mixed profitability.
Central costs then
dropped to be unimaginably
lower than the previous
structure, and he had now
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on this article at:
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started to understand just
how to execute a ‘cost
leadership’ strategy (where
you aim to have the lowest
costs in the game, and
therefore lower prices, but
adequate quality).

Getting into shape
By 2007 the clubs were in
much better financial shape,
with half the original number
of clubs, but otherwise there
wasn’t much growth. Then
something big occurred –
through strategic thinking.
By this time Harris and
I were friends, and I had
also joined his board as
a non-executive director.
He said he was wondering
what to do with the Bristol
club, as it really struggled
to make money – maybe he
should sell it? I replied with
something like: ‘You may well
be right: but in some ways it
feels like giving up. You are a
very competent operator, so
what makes you think that
there is anyone who could
actually turn Bristol around
if you can’t? You would have
to find someone who was
gullible or deluded to take it
off your hands and pay you
for it. I don’t think that you
have exhausted the options
for turning it around yet.’
Harris took this on board
and suggested that we use
the ‘strategic option grid’
(see earlier articles) to
generate and evaluate the
options. I also suggested
that we did some mindset
dumping and imagine what
an alien might do to produce
a better model with more
natural customer appeal and
greater value generation.
In the next half hour
or so, we came up with
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the basic elements of a
newer and leaner business
model. We sketched out our
evaluation on a serviette,
using the option grid.
The core ingredients of
that model were:
having no sales force (a
big cost driver was the
high costs of customer
acquisition) but setting
the price point at a mere
£15 a month (at a time
when the price of an
average club was around
three times that), making
a sales force irrelevant –
word of mouth would do
driving all bookings and
sign-ups online

*

*

cheaper to join, the average
frequency of visits was quite
a lot lower than in the past.
Over that period I
joined the board too,
and encouraged further
development of the model
to keep the clubs ahead,
as I was acutely aware that
it was going to be hard to
defend against imitation.
For example, a cheap
lookalike club was set up
close to a Fitness for Less
branch in Birmingham. The
price: only £10 a month (so
cheap that we wondered
whether they would have
to hire a security guard to
make sure everyone had left

friendliness that surpassed
that of competitors.

On a roll
He continued to develop the
business by:
doing more franchise
business
converting his original
core business to
the business model
and rebranding as
Fitness4Less
cutting costs further
and achieving greater
economies of scale
improving cashflow,
EBITDA (earnings
before interest, taxes,
depreciation and

*
*
*
*

▌▌▌the results were impressive: within six
months Fitness for less had migrated to a
highly cash-positive business model
economies in
* finding
sourcing equipment
down rentals,
* negotiating
as we said the low-cost
mantra had to reach every
part of the club
outsourcing some areas
of administration
removing the constant,
wasteful presence of
staff on the gym floor,
supposedly there to
stop people doing things
against the rule-book
maintaining ‘friendliness’
by not skimping on
reception staff
positioning the brand as
Fitness for Less.
While not exactly an EasyJet
strategy, the thought process
behind it was very similar.
The results were
impressive: within six
months, Fitness for Less
had migrated to a highly
cash-positive business
model. This gained further
momentum as time went
on. While the club was a
lot busier, many of the
members were not such
intensive users: as it was

*
*

*
*

in the evening, as it would
work out at 35p a night to
sleep there).
There were some
interesting strategic
choices, such as finding new
locations and developing a
franchise model. We tried
at all times to keep in our
sights the need to come up
with a cunning plan.
Interestingly, on one
occasion when we all met
in Bristol, I did some
benchmarking of some
competing clubs by asking
about membership, and
found them to be not
obviously better, despite
being much more expensive.
They were, in the words of
Professor Michael Porter of
Harvard Business School,
‘good competitors’, as
they hung on for prices
that made Fitness for Less
unbelievable value.
When I walked round
our own club, I found the
reception helpful and
friendly. Indeed, Harris
and the management
team maintained a level of

amortisation) and
reducing gearing
disposing of all
underperforming clubs.
No doubt progress was
helped through the impact
of the recession. Even
though this effect has now
worn off, it created in the
minds of most customers
the thought that they can
and should get value for
money from their gym.

*

Looking ahead
Of course, the external
environment hasn’t stayed
still and, as we all expected,
imitators have emerged.
Indeed this sector is now a
substantial part of the UK
fitness market – accounting
for perhaps around 15% of
it. So this raises questions
about future growth drivers.
For instance, will we see
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add-on extras that members
are willing to pay for, as
seen in the budget airline
market – maybe offering
the potential to adjust
positionings within this
strategic group? Or even a
super-budget model, where
you can only go to the health
club on one fixed day of the
week? Maybe this suggests
another round of mindset
dumping, future storytelling
or both.

Learn the hard way
So why does this matter
to Harris? Well, he should
perhaps be more concerned
about economic value than
short-term accounting
profit. Two key value drivers
are important here: sales
growth rate and operating
profit margin.
The value of his business
will be driven not so much
by some crude multiple of
EBITDA but by the potential
for sales growth rate (more
sector growth, capturing
greater sector share) and by
strategies that also increase
margin – set against a
scenario of future demand,
future competitive structure
and Fitness4Less’s future
competitive edge. Otherwise
the resulting value of the
business will truly be based
on the wrong kind of NPV
(the ‘numbers prevent
vision’ kind).
One of the biggest
lessons from Fitness4Less
is the need to learn from
experience – however painful
– and to be prepared to
think totally differently. ■
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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Moving out of the dark ages
In this first article in a series focusing on the accounts payable function,
David Parmenter looks at paperless AP processes

*
*
*
*

Adding value
Implementing better
practices means that the
AP workload is moved away
from low-value processing
activities into more valueadded areas (see diagram,
right). This will also
increase the AP team’s
job satisfaction and be
welcomed by budget holders.

Paperless operation
Why do we go from an
electronic transaction in
the supplier’s accounting
systems to an old-school
paper-based invoice? Surely
we should be able to receive
this electronically, in
AP-friendly format, from all
our major suppliers?
There have been major
advances in technology
for AP teams. The return
on investment of this
technology is arguably
greater than any other
equivalent investment in
other service departments
within a business. Why then
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is it common to under-invest
in AP technology? This
could be because the AP
team is not researching the
technologies, or because
they are failing to explain
the benefits to the CFO or
executive team.
But there is technology
suitable for SMEs and
large enterprises that will
make them paperless. Here
are some steps towards a
paperless AP function.
Electronic ordering
system Buy an electronic
ordering system
(procurement system)
that automatically links
with the AP system so
that orders are completed
and invoices matched
electronically.
Scanning Introduce
scanning so that invoices
can be sent by email for
approval. Never trust the
budget holder with the
original invoice.
Electronic supplier feeds
Liaise with all major
suppliers to organise
electronic feeds of the
invoices, which should
include the general ledger
account codes – this
requires your IT team to
liaise with your suppliers.
Upload remittances onto
your website Upload
remittances onto a secure
area of your website
so that suppliers can
download them. This
removes the need to
email remittances, which
may go undelivered.
Web-based expense
claims Acquire an
integrated, web-based
expense claim system so
staff can complete their
expenses remotely.

Changes in work balance
Advice, training
budget holders,
and so on
Working hours

The accounts payable
team is one of the most
important in the accounting
function. However, many AP
teams are stuck in the dark
ages, which means:
monthly accounts cannot
be prepared promptly,
as AP is buried under
a tsunami of invoices
budget holders are
unnecessarily tied up
in authorising and
approving all transactions
– no matter how small
suppliers are forever
on the phone querying
payments
the management
accountants’ analysis
is undermined.

Advice, training
budget holders,
and so on
Processing

*

*

Processing

Next steps
1 Accounts payable team to regularly visit
www.theaccountspayablenetwork.com website.
2 Read some of the white papers produced by
PayStream Advisors.
3 Contact your AP application provider to ask for
their three most advanced users in your country,
then visit them.
4 Email me at parmenter@waymark.co.nz for
a summary of some AP technology that will be
of interest.
5 Eliminate all cheque payments, framing the last
cheque on the CEO’s wall.

*

*

*

System
improvements

card Give all
* Purchase
budget holders purchase

*

cards to use for all smallvalue items. It will save
many hours of processing
time by budget holders
and the AP team. More on
this in the next article.
Eliminate all cheques
Join the 21st century and
ban the cheque book.

key suppliers online
* Give
access Allow your key
suppliers online read-only
access to their account
so they can reconcile
their ledger. ■
David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
For more information:

www.davidparmenter.com
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CPD

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

The European Securities
and Markets Authority
(ESMA) has published
the European common
enforcement priorities
2014 that represent the key
focus for examinations of
the financial statements of
listed companies by ESMA
and European national
enforcers.
The common enforcement
priorities for 2014 financial
statements are:
preparation and
presentation of
consolidated financial
statements and related
disclosures
financial reporting
by entities with joint
arrangements and related
disclosures
recognition and
measurement of deferred
tax assets.
These topics have been
highlighted because of
significant changes to
accounting practices
as a result of new
standards, such as IFRS
10, Consolidated Financial
Statements, IFRS 11, Joint
Arrangements, and IFRS
12, Disclosure of Interests
in Other Entities, and the
challenges faced by issuers
as a result of the current
economc environment.
The latter refers to the
difficulty of forecasting
future taxable profits for
the purpose of determining
deferred tax assets when
there is a period of low
economic growth. The
priorities were identified
after discussions with
European national enforcers
with a view to further
increasing transparency in
financial reports.
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Getting the priorities right
Graham Holt explores the ESMA’s common enforcement
priorities for 2014 financial statements

*
*
*

National enforcers
might also set additional
enforcement priorities.
ESMA will report on its
priorities in 2015 and will
review priorities identified
in previous years. These
include requirements
related to the impairment
of financial and nonfinancial assets, fair
value measurement and
disclosures on risks arising
from financial instruments.
In particular, ESMA reminds
issuers of the specific
requirements related to
using cashflow projections
and the disclosure of
key assumptions when
performing impairment tests
of non-financial assets.
ESMA pointed out
that its 2013 report on
comparability of institutions’
financial statements
remains relevant to the

2014 financial statements.
This report found that the
required disclosures under
International Financial
Reporting Standards
(IFRS) were generally
observed, but also identified
broad variations in the
quality of the information
provided. ESMA defines
the European common
enforcement priorities in
order to promote consistent
application of IFRS.
ESMA still feels that
financial statements are
cluttered with excessive
disclosure due to their
general rather than entityspecific nature, or because
they refer to transactions
that are not relevant for
the issuer. Its aim is not
necessarily a decrease in the
number of items disclosed,
but rather clear and
complete disclosures which

are specific to an entity and
necessary to understand its
financial position. Entities
should avoid too much
aggregation and allow
users to understand the
consequences of economic
events that affect the entity.
The requirements of
IFRS 10, IFRS 11, IFRS 12,
amended IAS 27, Separate
Financial Statements, and
IAS 28, Investments in
Associates and Joint Ventures,
became mandatory in the
EU for periods starting on or
after 1 January 2014.
IFRS 10 defines control
as the situation ‘when the
investor is exposed, or

»
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has rights, to variable returns
from its involvement with
the investee and has the
ability to affect those returns
through its power over the
investee’. The principles
relating to control are set
out in IFRS 10 and the
application guidance. ESMA
feels both the standard and
the application guidance
should be considered when
determining if control exists.
This may require significant
judgment to be made and
issuers should carefully
explain the judgments made
in complex situations as
required by IFRS 12.
IFRS 12 requires
disclosures to enable users
to understand the nature of
the non-controlling interests
(NCI) in the group’s
activities and cashflows.
Disclosures are expected to
be ‘sufficient’ which includes
disclosure of the operating

CPD

attention to
specific disclosure
requirements with
respect to the nature
of, and changes in,
the risks associated
with their interests
in consolidated and
unconsolidated structured
entities. IFRS 12 defines a
structured entity as having
been set up so that any
voting or similar rights are
not the dominant factor in
deciding who controls the
entity. For example, when
voting rights relate only to
administrative tasks and
the relevant activities are
directed by contractual
arrangements. A structured
entity often has some or all
of the following features:
1 restricted activities
2 a narrow and well-defined
objective
3 insufficient equity to
permit the entity to

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

▌▌▌ESMA FEELS THAT FINANCIAL STATEMENTS ARE
CLUTTERED WITH EXCESSIVE DISCLOSURE DUE TO THEIR
GENERAL RATHER THAN ENTITY-SPECIFIC NATURE
segments material NCIs
have been allocated to.
ESMA stresses the
importance of the materiality
assessment as well as
the issuer’s judgment in
determining the presentation
of information. When a
group presents a significant
amount of NCIs, none
of which are individually
significant, ESMA encourages
issuers to disclose and
explain this. Issuers should
disclose the nature and
extent of any significant
restrictions on their ability
to access assets and settle
liabilities. The amount of
significant cash and cash
equivalent balances held by
the entity but not available
for use by the group should
also be disclosed.
ESMA draws issuers’
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finance its activities
without subordinated
financial support
4 financing in the form of
multiple contractually
linked instruments to
investors that create
concentrations of credit
or other risks (tranches).
The principal uses of
structured entities are to
provide clients with access
to specific portfolios of
assets and to provide
market liquidity for clients
through securitising
financial assets. Structured
entities may be established
as corporations, trusts or
partnerships. They generally
finance the purchase of
assets by issuing debt and
equity securities that are
collateralised by and/or
indexed to the assets held

by the structured entities.
The debt and equity
securities issued by
structured entities may
include varying levels of
subordination. Structured
entities are consolidated
when the substance of the
relationship between a group
and the structured entities
indicate that the entities are
controlled by the group. The
disclosures for these entities
are wider and deeper than
for unstructured ones.
IFRS 11 sets out
criteria which determines
the classification of joint
arrangements as either
joint operations or joint
ventures. The basis of the
classification is the rights
and obligations of the
parties to the arrangement,
rather than, as previously,

the legal form. This requires
consideration of the
structure, terms, conditions
and the legal form of the
arrangement, and ‘other
facts and circumstances’.
When assessing ‘other
facts and circumstances’, the
focus should be on whether
they create rights to the
assets and obligations for
the liabilities. It is possible
for two joint arrangements
with similar characteristics
to be classified differently
depending on their structure.
The IFRS Interpretations
Committee has considered
various issues arising
from the implementation
of IFRS 11, and ESMA
has recommended that
issuers review the findings
of these discussions when
preparing their 2014
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financial statements.
ESMA expects issuers to
provide disclosures about
significant judgments and
assumptions regarding
the joint arrangement and
information relating to the
nature, extent and financial
effects of its interests in
joint arrangements.
The first-time adoption of
IFRS 10 and IFRS 11 might
change the assessment as
to whether to consolidate
an investee. This could be
the case where a different
conclusion is reached over
whether control is achieved
by an investor holding less
than a majority of voting
rights in an investee. If this
is the case, the factors that
led to the change should be
disclosed and the changes
dealt with in accordance with

IAS 8, Accounting Policies,
Changes in Accounting
Estimates and Errors.
IAS 31 allowed the use of
proportionate consolidation,
outlawed by IFRS 11. A
change of accounting policy
may occur as a result of
joint ventures now being
accounted for using the
equity method. IFRS 10
introduces an exception
to the consolidation
requirement for investment
entities. Issuers are expected
to be very specific about how
they arrived at any judgment
not to consolidate.
The current economic
climate could result in the
recognition of tax losses or
the existence of deductible
temporary differences where
perhaps impairments are
not yet deductible for tax
purposes. The recognition of
deferred tax assets requires
detailed consideration of
the carry forward of unused
tax losses, whether future
taxable profits exist, and
the need for disclosing
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judgments made in these
circumstances.
IAS 12, Income Taxes,
limits the recognition
of a deferred tax asset
to the extent that
future taxable profits
will probably be available
against which the deductible
temporary difference can
be utilised. IAS 12 says the
existence of unused tax
losses is strong evidence
that future taxable
profit might not be
available. Therefore,
recent losses make
the recognition of
deferred tax assets
conditional on the
existence of convincing
other evidence.
The probability that
future taxable profit will
be available to utilise the
unused tax losses will
need to be reviewed and
if convincing evidence is
available, there should be
disclosure of the amount
of a deferred tax asset and
the nature of the evidence.
ESMA feels it is particularly
relevant to disclose
the period used for the
assessment of the recovery
of a deferred tax asset as
well as the judgments made.
ESMA also expects issuers
to disclose their accounting
policy relating to material
uncertain tax positions.
As well as ESMA, national
enforcers will continue to
focus on material issues in
the financial statements and
will take corrective actions if
material misstatements are
identified. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School
FOR MORE INFORMATION:

ESMA: http://www.
esma.europa.eu/
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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
and we would welcome
your observations on this
consultation before 11
January and your ongoing
feedback as to how the
SRA accounts rules can
be improved. Send your
comments to advisory@
accaglobal.com

INTERIMS
REPORTING
ACCOUNTANTS’ REPORTS
The Solicitors Regulation
Authority (SRA) has issued
a consultation – phase two
in its work programme – to
redefine the circumstances
in which accountants’
reports need to be qualified,
the use of professional
judgment and areas of risk.
The revised criteria
and amendments to the
format of the report will
be implemented through
changes to the accounts
rules in April 2015. The third
and final phase will involve a
major review of the accounts
rules as a whole, to be
implemented in April 2016.
The questions asked
by the SRA highlight the
importance it places on
professional judgment and
delivering it in a costeffective way proportionate
to the risk of loss to the
public. It highlights areas
of concern, introduces
a possible report and
highlights the impact where
solicitors hold lower average
client account balances.
The consultation is open
until 28 January 2015
and can be found at
tinyurl.com/SRA-AR
ACCA is working with the
SRA on this consultation,
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A draft of FRS 104, Interim
Financial Reporting, is
open for consultation until
12 January 2015 and the
Financial Reporting Council
(FRC) expects to publish the
final standard by the end of
the first quarter of 2015.
It will replace Accounting
Standards Board (ASB)’s
statement of half-yearly
reports and apply to interim
periods commencing on or
after 1 January 2015. The
FRC highlights that early
adoption is not provided
for as ‘the final FRS will be
published after the start of
the first interim period to
which it should be applied’.
The standard states,
in paragraph 8, that as
a minimum the following
condensed statements
should be included:
financial position
a single statement
for comprehensive
income, or a separate
income statement and
separate statement of
comprehensive income
changes in equity
cashflows.
The consultation asks about
respondents’ agreement with
the proposed changes and
the benefit to stakeholders,
as well as about the
amendments to IAS 34 to
allow for use by entities that
apply FRS 102 and smaller

*
*

*
*

entities that are required
to prepare interim reports
and apply FRS 101. The key
changes to IAS 34 come in
paragraph 14 of the section
‘The Accounting Council’s
Advice to the FRC to issue
FRED 56: Draft FRS 104
Interim Financial Reporting’.
The consultation is at
tinyurl.com/draftFRS104

REPORTING SEASON

The Financial Reporting
Council has issued a
reminder from its Financial
Reporting Lab on the reports
it has issued during the
year that will help preparers
during the reporting season.
You can find the guidance
at http://tinyurl.com/frc-lab

SHARE-BASED PAYMENT

The International Accounting
Standards Board (IASB)
exposure draft amending
IFRS 2 on share-based
payment is open for
comment until 25 March.
The draft proposes the
following three amendments
to IFRS 2:
the accounting for
the effects of vesting
conditions on the
measurement of a
cash-settled share-based
payment
the classification of
share-based payment
transactions with net
settlement features
the accounting for a
modification to the
terms and conditions
of a share-based
payment that changes
the classification of the
transaction from cashsettled to equity-settled.
The amendments are clear.
For example, on vesting

*

*
*

conditions, the revisions
highlight that ‘vesting
conditions, other than
market conditions, shall
not be taken into account
when estimating the fair
value of the cash-settled
share-based payment at the
measurement date’.
Then, when applying
the requirements, ‘the
entity shall recognise an
amount for the goods or
services received during
the vesting period and that
market conditions shall be
taken into account when
estimating the fair value of
the cash-settled share-based
payment granted and when
remeasuring the fair value
of the awards at the end of
each reporting period and at
the date of settlement’.
The full document is at
tinyurl.com/IFRS2draft

INTEGRATED REPORTS

The International Integrated
Reporting Council (IIRC) has
issued the first in a series of
Creating value publications.
It looks at the value that
integrated reporting brings
to boards, along with global
trends, research, market
views and case studies. It is
useful guidance for boards
and non-executive directors
of all entities.
The guidance is available
at tinyurl.com/IRvalue1

PAYMENT PRACTICES

Proposals requiring large and
quoted companies to publish
detailed information about
their payment practices and
performance is open for
comment until 2 February.
The new requirement has
been developed in response
to the 2012 Building a
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responsible payment culture
discussion paper, where
most respondents supported
greater transparency on
payment performance
and practices.
The proposals would
see companies:
reporting on a quarterly
basis
reporting on standardised
metrics on payment
performance
disclosing additional
narrative information on
payment practices
publishing the
information on their
website
facing fines for breach of
the requirement.
Requirements include
reporting average payment
time; the proportion of
invoices paid beyond terms;
and the proportion of
invoices paid within 30 days,
over 30 days, over 60 days
and over 120 days.
The hope is that peer
pressure on companies
and their FDs will prevail,
but ‘in cases where peer
pressure proves insufficient,
we consider that breach of
the requirement should be a
criminal offence’.
Find out more at www.
accaglobal.com/advisory

*
*
*

▲ all change

New tax charges on
‘enveloped’ dwellings will
apply from 1 April

*
*

HOLIDAY PAY

Given the timing of the
announcement and the
uncertainty it has created,
businesses will need to
consider the impact of
the recent decision in Bear
Scotland, Hertel (UK) Ltd and
Amec Group Ltd v Fulton and
others on their accounts
and reports.
In most cases the
new ruling on overtime
and holiday pay is likely
to have little impact on
year-end reporting but the
potential cost will need to
be considered by a large
number of businesses.
One reason why the
impact may be limited is

autumn statement
From April the personal income tax allowance will be £10,600, the basic rate limit
will be £31,785 and the higher rate threshold £42,385. National insurance upper
earnings and upper profits limits will rise in line with the higher rate threshold.
Entrepreneurs’ relief will now not be available for disposals of goodwill to a related
close company, where the business of a sole trader or partnership is transferred to a
related company. Options, worked examples and the interaction with other intangibles
are given at www.accaglobal.com/ab142
From 1 April the above-the-line R&D credit rises from 10% to 11% and the SME
scheme from 225% to 230%. Qualifying expenditure for R&D tax credits is also
restricted from 1 April, with the cost of materials incorporated in products that are sold
no longer being eligible. We will also see a consultation in January 2015 on the R&D tax
credit issues faced by smaller businesses. More at www.accaglobal.com/ab143
Residential properties owned by a company (or other collective investment vehicle)
are described as ‘enveloped’, as the ownership sits within a corporate wrapper. The
annual tax on enveloped dwellings (ATED) is charged on a company, a partnership
with a company member, or a collective investment scheme with an interest in one or
more UK residential dwellings worth more than £1m. From 1 April the following ATED
charges will apply: £1m–£2m band, £7,000 (transitional payment and return rules);
£2m–£5m band, £23,350; £5m–£10m band, £54,450; £10m–£20m band, £109,050;
and £20m and over band, £218,200. More at www.accaglobal.com/ab144
The annual charge paid by non-domiciled individuals resident in the UK who wish to
retain access to the remittance basis of taxation will be increased. The charges are: UKresident for seven out of the last nine years, £30,000; for 12 out of the last 14 years,
£60,000; for 17 of the last 20 years, £90,000. More at www.accaglobal.com/145
There are not many details yet, but from April 2015 an exemption will be provided
for trivial benefits in kind costing less than £50, and from April 2016 the £8,500
threshold will be removed.

that the case ruling applies
only to the first 20 days of
holiday taken in any holiday
year; additional days and
contractual entitlement can
still be calculated using
basic pay only.
There is a summary of
the case and updates on the
February appeal at www.
accaglobal.com/advisory

Tax
Notices and guidance
Revenue and Customs Brief
39 (2014), VAT liability
catering and other services
linked to education, explains
HMRC’s position after it
gained leave to appeal
after a tribunal rejected its
case on the VAT liability of

restaurant meals provided
to the public and charges
for concerts and other
performances put on by
students as part of their
further education courses.
The lower courts have
held that the supplies are
closely related to the exempt
supplies of education
because they enabled

»
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students to enjoy better
education. HMRC argues
that it will consider claims
and make appropriate
repayments based on
the tribunal’s decision
where the circumstances are
exactly the same. HMRC is
not making repayments in
other circumstances such
as where the supplies in
question are linked to fully
grant-funded education.
You can find links and
guidance on VAT notices
and HMRC’s briefs at
www.accaglobal.com/ab141

Tax return reminder
Quick links, updated
guidance, relevant sections
of the tax legislation and
worked examples on tax
return issues can be found

at www.accaglobal.com/
advisory. Among other
topics covered, we provide:
a review of the private
residence exemption
rules and let property
relief for capital gains tax
a 60-second update on
some common rental
expenditure tax issues
how trading losses may
be used for tax purposes
and the cashflow impact
detailed guidance on
how private residence
relief applies for capital
gains tax purposes if
the dwelling house or
part of it has been the
individual’s only or main
residence during some
period of ownership
examples of how the
coding out of tax liability

*
*
*
*

*

will impact individual
taxpayers from April
2015; we look at codingout limits from £3,000 to
£17,000 and how HMRC
is increasing the amount
of overdue tax it can
recover through PAYE
tax codes
worked examples of
share identification rules
to be followed for the
disposal of shares in
a company
a refresher on the
Finance Act 2013’s limit
on income tax reliefs
guidance on fees and
subs and what
is allowable
a link to where detailed
HMRC information can
now be found after the
move to .gov.uk.
As part of tax return
discussions, state pension
changes may need to be
considered. The new state
pension will come in from
April 2016 and entitlement
and contributions will need
to be considered.
The new state pension
will be for:
men born on or after
6 April 1951
women born on or after
6 April 1953
An individual will require a
minimum of 10 qualifying
years. The system will
recognise national insurance
contributions paid before
6 April 2016.
State pension top-up is
available for people already
receiving their pension or
who will reach state pension
age before 6 April 2016.
This allows those without
sufficient contributions
to make voluntary class 3
contributions on
two conditions:
contributors must be
entitled to a UK state
pension
contributors must have
reached state pension
age before 6 April 2016.
Class 3A contributions can

*
*
*
*

*
*
finance and growth
The Great Business website offers advice and
information for all businesses, and those thinking
about starting a business, on the support available
from government. Businesses can browse the site
for help and inspiration, or use the My Business
Support tool. By answering a few questions they
can quickly and easily get to the support most
relevant to their needs.
For the 20,000 businesses each year with the
ambition, capability and capacity to take the next step
on their growth journey, there is also the Business
Growth Service. This brings together a broad range
of expertise and offers a tailored package of support
to help businesses access the right finance, develop
business plans and new products, build leadership and
management skills, protect their intellectual property,
streamline their manufacturing processes and break
into new markets. More at www.greatbusiness.gov.uk
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be paid from 12 October
2015 and 5 April 2017.

Revenue Scotland

The Revenue Scotland
website is up and running
with its initial focus on the
administration of Land
and Buildings Transaction
Tax (LBTT) and Scottish
Landfill Tax (SLfT).
Agents dealing with taxes
will be able to register to use
the new system by February
2015, and tax calculators
and LBTT and SLfT guidance
will be phased in.
From April 2015,
Revenue Scotland has the
responsibility to administer
these taxes. A general antiavoidance rule has also been
put in place.
Revenue Scotland will
have the power to request
information from taxpayers
or others who may have
information to ensure that
the correct amount of tax is
paid. And dispute resolution
channels will be available
to offer the best chance of
resolving issues without
going to court.
Part 6, Tax Returns,
Enquiries and Assessments,
and part 7, Investigatory
Powers of Revenue Scotland,
of the Revenue Scotland
and Tax Powers Act, set out
taxpayers’ duties and the
powers of Revenue Scotland.
The act can be found at
tinyurl.com/RSTPA
The Revenue Scotland
site is at www.revenue.scot

under-21 NICs

From 6 April 2015,
employers will no longer
need to pay class 1
secondary national
insurance contributions
(NICs) for employees under
the age of 21 up to the new
upper secondary threshold,
which, for the tax year
starting 6 April 2015, will
be the same as the upper
earnings limit. Class 1
secondary NICs will continue
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to be payable on all earnings
above this threshold.
Class 1A and class 1B
NICs are not affected by
this change.
For employees between
16 and 21, employers
will have to use new NI
category letters when
assessing secondary NICs
for their earnings.
You can find out more
at www.accaglobal.com/
advisory
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▼ STAY INFORMED

The OECD’s latest Economic Outlook includes
significant updates on issues to be aware of in Brazil

LAW
EMPLOYMENT LAW

The ACCA employment
law factsheet suite has a
new family rights sheet.
It can be found, together
with updated technical
factsheets 147–157 (which
include sample contracts
of employment, computer
use policy and statement
of terms and conditions)
at www.accaglobal.com/
advisory

PENSION

The National Employment
Savings Trust (NEST) is
consulting on investing
in new regulations. The
consultation closes on
30 January 2015.
This consultation seeks
to gather views on the
effect of new legislation
on how NEST members
will want to access their
savings towards the
end of their working
lives. It also looks at
investment options during
the income drawdown
stage and sharing risk
between members such
as in collective defined
contribution schemes. More
at www.accaglobal.com/
advisory

BUSINESS CONTINUITY

For the smallest businesses,
a continuity plan could be as
short as two sides of A4; for
the largest, it could occupy
several people’s time. If

»

BUSINESS RISK AND OPPORTUNITY
The government’s Overseas Business Risks guides provide information for
businesses on potential risks when trading in various countries. These cover
political and economic risks, human rights issues, bribery, terrorism, criminal
activity and intellectual property. The latest country updates are significant and
include Hungary, Estonia, Vietnam, Sri Lanka, Thailand, Singapore and Pakistan.
Some have been updated to reflect World Bank’s ‘doing business’ rankings.
The overseas business risks guides are at tinyurl.com/OBRguide
Political and economic updates from the Foreign Office provide information for UK
businesses on how to identify opportunities and guard against political and economic
risks when trading overseas. You can find them at tinyurl.com/FOupdates
There have been significant updates for Brazil, Chile, China and Russia, as well as
the launch of the OECD’s Economic Outlook for South-East Asia, China and India. More
at tinyurl.com/OECD-SEA
UK Trade & Investment’s exporting country guides, which aim to assist
businesses interested in developing their overseas trade, are of value, too. They
contain sections on startup, legal, and tax and customs issues. The latest updates are
at tinyurl.com/ExportGuide

FAQs on sanctions
You can find details of regimes and designated persons that are subject to sanctions
at tinyurl.com/sanction-update
Financial Action Task Force (FATF) has published two statements identifying
jurisdictions with strategic deficiencies in their anti-money laundering and counterterrorism financing regimes. Its advisory notice advises business to:
consider the following jurisdictions as high risk for the purposes of the Money
Laundering Regulations 2007, and to apply enhanced due diligence measures
accordingly: Algeria, Ecuador, Indonesia, Iran, Myanmar, North Korea
take appropriate actions in relation to the following jurisdictions to minimise the
associated risks, which may include enhanced due-diligence measures in high risk
situations: Afghanistan, Albania, Angola, Cambodia, Guyana, Iraq, Kuwait, Laos,
Namibia, Nicaragua, Pakistan, Panama, Papua New Guinea, Sudan, Syria,
Uganda, Yemen, Zimbabwe
The advice can be read at tinyurl.com/AMLadvice

*
*
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auto-enrolment
It is now time for the SME market to prepare for autoenrolment. Businesses will need to get to grips with
automatic enrolment and act soon. More than 1 million
small and micro employers with between one and 50
staff will need to implement automatic enrolment
and many of them will be relying on their advisers for
help. Many of these employers will not have pensions
experience or in-house know how.
All employers, however large or small, have a
legal duty to automatically enrol eligible staff into a
workplace pension and they must do so by a deadline
that is specific to them; failure to comply could lead to
financial penalties.
Businesses should know their staging date. An
employer or their adviser can find this out by using the
pension regulator’s staging date tool. The key dates are:
Workers
54–57
50–53
40–49
30–39

Staging date
1 March 2015
1 April 2015
1 August 2015
1 October 2015

Workers with fewer than 30 workers have staging dates
that are dependent on their PAYE reference. They start
staging between June 2015 and April 2017.
Employers must nominate a contact who will
manage or implement automatic enrolment. The
employer should identify the most senior person within
the business. They should then decide who else needs to
know about automatic enrolment and nominate them as
a secondary contact.
There are a number of concerns that could add to the
time frame, not least, will there be a choice of pension
provider in the market? While a big cost to employers,
the minimum 2% contribution (1% employee and 1%
employer until October 2017) is less attractive to the
providers. For the employer, it is going to take time to find
a suitable provider. This means that the basic information

you are an accountant in
practice or employed by a
business without a continuity
planning officer, the link
below provides some simple
guidance.
It highlights that more
than 40% of businesses
affected by the Manchester
bombing in 1996 ‘went out
of business never to return’.
Simple and practical
guidance is provided under
each of the following:
analyse your business
assess the risks

*
*
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your strategy
* develop
develop your plan
* rehearse your plan.
*
The guidance is at www.
accaglobal.com/advisory

Copyright

Changes to copyright law
have relaxed the noncommercial use of content
such as books, music, films
and photographs.
The Intellectual Property
Office (IPO) says that
the changes give greater
freedom for third parties to

that is required will need to be obtained, communication
with the workforce – including highlighting the right
to opt out – will need to begin and intermediaries will
need to be approached. This is likely to be a long and
frustrating process, so prepare early.
Employers will need to assess their workers for
automatic enrolment. These workers could be different
from those on the employee payroll as a different
definition is used. The pension regulator has highlighted
that this is an area of risk for many businesses.
What accountants will need to do for automatic
enrolment will depend on whether the employee is
someone the legislation classifies as a ‘worker’. When
determining who is a worker, employers and accountants
should be aware that:
A contractual employment relationship does not have
to be in writing.
Temporary and part-time staff will fall into the
category of a worker. In addition, workers may be
those on zero hours contracts and secondees.
Another category of worker is a ‘personal services
worker’, who may appear to be self-employed but in
certain circumstances is classified as a worker.
In making the judgment as to whether an individual is
undertaking the work as part of their own business,
the employer should consider factors including
whether the employer controls the hours worked,
whether tools or facilities are provided, whether
employee benefits are provided and whether the
employer is financially responsible for faulty work.
Employers must also communicate to their workers
about how automatic enrolment will affect them.

*
*
*
*

*

Declaration of compliance
Five months after their staging date, employers must
show they have complied with their automatic enrolment
duties by completing a declaration of compliance
(registration) with the pension regulator. If they fail to
meet this deadline, they could be liable for a £400 fine.
To support you, you can find guidance, letters for
employees, guides and, for practitioners, engagement
letters at www.accaglobal.com/advisory

use copyrighted works for
a variety of economically
and socially valuable
purposes without seeking
permission from the
copyright owners.
For more information, go
to tinyurl.com/IP-relaxed

IP rights

The IPO has updated its
guidance on protecting
UK intellectual property
abroad. The guides cover
trademarks, patents,
design and copyright,

and focus on how they
can be protected within
the EU and further afield.
Some countries accept UK
protection after completion
of some local formalities.
The World Intellectual
Property Office lists all
national IP offices at
tinyurl.com/WIPO-list
You can find links to the
guides and other IP advice,
including links to IP Equip, a
simple IP identification tool
for accountants, at www.
accaglobal.com/advisory ■
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Creating a level playing field
Now that EU audit reform has been agreed, the challenge is to achieve consistency
across member states, delegates at an ACCA-EGIAN debate in Brussels heard
Business executives,
investors and the audit
profession called for
timeliness and clarity
from European Union (EU)
member states in their
implementation of the new
EU audit reform package
at a European Parliament
debate in Brussels
last September.
Hosted by MEP Sajjad
Karim of the European
Conservatives and
Reformists Group, and
jointly organised by ACCA
and the European Group of
International Accounting
Networks and Associations
(EGIAN), the debate focused
on legislation that came
into force during June 2014,
having been devised after
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the global financial crisis
exposed shortcomings in
audit controls, especially
within complex multinational
commercial groups. The
package includes a directive
(2014/56/EU) amending
the EU’s 2006 statutory
audit directive (2006/43/
EC) and a new regulation
covering the statutory audit
of public interest entities
(No 537/2014).
The aim is to benefit
companies, investors and
accounting professionals
with good-quality EU audits,
said Nathalie Berger, head
of the audit and credit
rating agencies unit at the
European Commission’s
internal market directorategeneral. Speaking at the

▲ time to talk

MEP Sajjad Karim, who hosted the debate, said that dialogue
was essential to help solve problems with implementation
debate, she said that better
audit reports will strengthen
investors’ confidence to
sink money into Europe,
restoring the image of a
profession that has suffered
from accounting scandals
over the past five years.
A key part of the reforms
is the mandatory rotation of
audit firms. Under the new
rules, public interest entities
(PIEs), which are normally
either listed or financial
entities, will be required to
change statutory auditors
or audit firms at least every
10 years. However, following
intense debate over the

legislation, EU member
states can establish shorter
rotation periods, such as
seven or eight years. They
can also allow PIEs to extend
audit engagements by an
additional 10 years on tender
or by an additional 14 years
in the case of joint audit.
The reforms also prevent
statutory audit firms from
providing certain non-audit
services to audit clients and
cap fees that audit firms can
earn from permissible nonaudit services.
The extent to which these
far-reaching changes will play
out will therefore depend
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on how EU member states
exercise these many options
– along, of course, with
the response of PIE audit
committees and investors.

‘Stakeholder challenge’
Sue Almond, ACCA director
of external affairs, who
chaired the event, explained
later: ‘The challenge that
all stakeholders now face
is implementing the new
rules in a consistent and
constructive way. The
foundations are there with
the recognition and adoption
of requirements that are
broadly consistent with global
standards in many places.’

As part of this process,
Hilde Blomme, deputy
CEO of the Brussels-based
Federation of European
Accountants (FEE), hoped
that ‘FEE member bodies
are consulted by EU
member state officials as to
what those options would
mean for the profession’.
She also wanted to see
as level a playing field as
possible and a ‘workable
single EU market where the
costs of implementation
are reasonable.
‘Most PIEs are
multinational so a different
regime in every single
member state won’t be

member states are waiting
until April 2016 to work out
the detailed aspects. It is
vital that we speed up
the process.’

More cohesion
EGIAN chairman Jos
van Huut added that the
debate indicated that
implementation would not
be easy. He also wanted
more cohesion regarding
implementation by member
states, and said that the
EU’s single market could
be weakened if significant
legislative differences
emerged. ‘If the reform is
to achieve its full potential,

▌▌▌‘THE CHALLENGE THAT ALL STAKEHOLDERS
NOW FACE IS IMPLEMENTING THE NEW RULES IN A
CONSISTENT AND CONSTRUCTIVE WAY’
She stressed that the
EU rules also recognise the
critical role of PIE audit
committees in auditor
rotation and the purchase
of non-audit services. ‘It
will be critical that investors
and businesses speak
out on these matters,’
she said, noting that it
was encouraging that the
debate concluded not on
the legislative details, but
linking them to audit quality,
‘which is exactly where
we started, as improving
quality is the main aim of
the reform’.
Karim noted that dialogue
was essential to help
solve problems associated
with implementing the
legislation. That said,
Berger believed that the
initial and main challenge
for member states is the
implementation of the
reform by June 2016. She
noted that the European
Commission had held a
workshop during September
in Brussels to help
governments and regulators.

straightforward and will be
quite costly to handle in
practice,’ she warned.
Blomme’s concern
was echoed by investors,
represented by Jella BennerHeinacher, deputy general
manager of German private
investors association DSW
(Deutsche Schutzvereinigung
für Wertpapierbesitz).
‘There are still enough
options for member
states to exercise in the
implementation process. And
we see that there is a danger
that the level of consistency
across Europe could be
reduced. We think that this
inconsistency could endanger
the objective of achieving
a level playing field across
Europe and lead to distortion
in the audit business in
Europe,’ she warned.
‘We are already in the
implementation phase
and we need clarity,’ said
Kristian Koktvedgaard, VAT
working group chairman for
BusinessEurope. He urged
member states to decide on
a process soon: ‘Half of the

the EU, member states,
investors, boards, audit
committees and audit
firms all need to be actively
involved,’ he said.
Jens Poll, a partner at
Moore Stephens, said that
companies needed to plan
for mandatory rotation
periods, especially given
that member states may
take differing approaches:
‘We know that one or other
country will take the joint
audit option – for example,
France – and we know that
other countries will go for
the tender option. How
should the audit committee
align these and make a
plan?’ he asked.
Blomme stressed
that audit committees
will play an important
role as a ‘guardian of
the independence of the
process from A to Z’, and
argued strongly for more
comprehensive reporting
to investors. Under the
reform, the role of the audit
committee has ‘changed
dramatically’, she noted,
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having to be responsible
and monitor the provision of
non-audit services.
Benner-Heinacher agreed
with strengthening audit
committees and welcomed
the more transparent
tendering process provided
for under the legislation as
‘excellent’. Regarding caps
on non-audit services, she
argued that the 70% (of
overall audit fees) was ‘a bit
generous’ and argued that
‘50% would have been just
as good’.
She would like
standardisation of
auditors’ opinions and
evaluations, which are ‘very
important for investors’,
with a harmonisation
of such information ‘all
over Europe’, and wants
progress made in the
next five to 10 years.
‘The information from
auditors will then be
more understandable for
investors, and this will
make the information more
comparable. We think we
have quite a long way to go
on this point,’ she said.
Koktvedgaard said that
‘companies would like
to have some common
implementation. We
sincerely hope that we’ll see
as many member states as
possible making use of 10
plus 10 or up to 24 years if
joint audit’.
Meanwhile, Brendan
Murtagh FCCA, a member
of the International Auditing
and Assurance Standards
Board (IAASB) and former
ACCA president, said the
impact on SMEs would be
less profound. ‘It will be
relatively seamless,’ he
argued, as many SMEs
who are subjected to audits
‘are already acclimatised’
to the new, stricter
environment regarding
their relationship with audit
firms, he suggested. ■
Julian Hale, journalist
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Balancing act
Good corporate governance balances rules and flexibility, says KPMG’s Irving Low, but
as research by ACCA and KPMG shows, behavioural aspects are too often neglected
Corporate governance is
a matter of balancing the
need for enforcement with
the need for flexibility, as
a 14-month collaborative
research study by ACCA
and KPMG found. But at
the same time, the most
important aspects of
good CG – the
behavioural
aspects
pertaining
to areas
such as
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communication, evaluation
and risk governance – are
often less well defined,
making them difficult
to articulate, let alone
enforce.
The study, Balancing
rules and flexibility, examined
corporate governance
requirements across 25
markets and turned up
several interesting results,
says Irving Low, head
of risk consulting for
KPMG in Singapore.
‘One of the most
interesting findings is
that emerging markets
scored very highly
for the clarity and
completeness of their
CG frameworks,’ he
says. ‘India, Russia,
Brazil: does it seem
counter-intuitive? In fact,
on closer examination
you will see that
these markets have
recently revised
their corporate
governance
frameworks. On
paper, they have
all the right rules
and requirements,
but whether they
have yet implemented
these requirements
is another matter.’
The study
ranked India’s
CG framework
on a par with
Australia’s,
and Russia’s
level with Hong
Kong’s.
Low, who
presented the
findings internationally
in November 2014,

points out that similar
discrepancies can be found
in developed markets. But
while issues with emerging
markets may be attributed
to implementation or
enforcement, problems
in developed markets
are more usually related
to human behaviour. For
example, the US has a
relatively mature corporate
governance framework and
placed second among the
markets studied, but has
seen multiple corporate
scandals over the years.
‘This is a peoplerelated issue,’ he says.
‘What makes the world go
round is how we behave,
and that’s not very well
covered in most corporate
governance frameworks.’

Rigour vs flexibility
Additional rigour in
CG frameworks might
seem to be an obvious
way of preventing
corporate scandals. It
is easy to assume that
raising the number of
requirements and making
them mandatory should
compensate for human
inclinations to behave badly.
But Low is skeptical of this
easy way out.
‘A corporate governance
framework should not
simply focus on having
more requirements,’ he
says. ‘It should attempt to
achieve a balance between
rules and flexibility.’
The entire point of
having rules, he says, is
to safeguard the interests
of stakeholders and, to
this end, the rules in a

corporate governance
framework should be more
purposeful and decided.
But at the same time, the
framework must allow for
some flexibility, taking into
consideration that different
companies will face
different circumstances.
If companies are subject
to too many prescriptive
requirements, doing
business will become very
difficult for them and a
‘compliance culture’ of
doing the bare minimum
may result. Too little
enforcement, on the
other hand, may lead to
companies simply ignoring
the guidelines.
‘Why have rules if they
are not mandatory?’ asks
Low rhetorically. ‘For the
same reason we have speed
limits.’
According to his
observations, many
jurisdictions, Singapore
among them, adopt
a balanced approach
whereby they extract the
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most important of the
requirements and make
these mandatory by adding
them to the listing rules.
Such codified requirements
are typically those that
safeguard stakeholder and
shareholder interest. The
rest of the framework is
voluntary, on a ‘comply or
explain’ basis.
Singapore’s Code of
Corporate Governance,
for example, contains
provisions to indicate
that the requirements are
guidelines and principles
rather than codifications.
Some companies, says
Low, have chosen not to
comply with requirements
such as those related to
remuneration, and have
indicated so in their
financial statements, which
is an acceptable form of
non-compliance.
‘On the other hand, if
a big company doesn’t
comply with some very
basic requirements such
as internal controls, that
would be too glaring
for stakeholders and
shareholders to accept,’
he notes.
It is possible, he adds,
to determine how effective
an individual market’s
corporate governance
framework is by examining
how the framework and its
implementation correlate
to market performance.
This particular study,
however, did not examine
levels of compliance with
corporate governance
frameworks or outcomes
for companies.
The study found
that behavioural CG
requirements such as
risk governance and
stakeholder engagement
were typically less well
defined. In comparison,
well-known structural CG
requirements such as the

remuneration committee
and director independence
were usually well set out.
Yet these behavioural
requirements have been
identified as critical for
improving CG adequacy
and effectiveness.
Again, the obvious
answer might seem
to be enhancing the
CG framework. But in
this particular area,
Low cautions against
focusing too much on
CG frameworks, simply
because there is a limit
to what a CG framework
can do. ‘There is no silver
bullet; no governance
framework is 100%
foolproof. The real question
is, how can we incentivise
good behaviour?’ he asks.
One natural check on
bad behaviour, he suggests,
may be companies’ own
need to survive in the
long term. To sustain
their operations beyond
a year, they will need a
sound business model
and corporate governance
structure, and they will
need to adhere to both.
‘Consider what
happened to Lehman
Brothers,’ he says.
‘They had good policies
and structures, but
management decided to
override policies, such as
taking more risks than they
could absorb or accept,
and that was when the
problem began.’
Unfortunately, he
adds, there is not much
that regulators and
policymakers can do to
pre-empt such behaviour
within individual
companies. ‘Greed, ill
intention and motivations
cannot be governed at a
local or national level. Such
things have to be left to the
companies themselves to
handle,’ he says.

Singapore’s CG
performance
As far as CG frameworks
are concerned, Singapore,
says Low, is currently
at a ‘sweet spot’. The
ACCA-KPMG study found
that Singapore leads the
Asian region in the clarity
and completeness of its
CG framework, although
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there are still areas
requiring improvement;
most notably in behavioural
aspects, such as board
diversity, performance
evaluation and stakeholder
engagement and
communication.
This good performance
does come with
considerations, one issue
being the burden of
compliance. Singapore’s
CG code has been reviewed
twice so far, in 2003 and
2012, and companies have
raised concerns about the
latest revision.
‘I am aware that
some companies feel our
framework is quite onerous,’
Low says. ‘However, I believe
that it can be implemented
in a straightforward way.
Since our framework
is principles-based,
companies can simply
adopt what is relevant
to them. For now, all we
need to do is pause, let
the market digest the
framework and let it
manifest itself in
companies’ behaviour
and outcomes.’
In any case, he
adds, Singapore
is still in quite a
tenable position:
‘Compared to some
other markets, we have
seen very few cases
of class action against
companies.It may be
a matter of culture:
our society is not
as litigious as,
for example, the
US. And I don’t
think we want
that level of
litigiousness –
what we want
is for people
to do the right
thing because they
want to, rather than
because the rules say
they have to do it.’

»
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Considerations for Singapore
Singapore’s CG framework performs well in the
areas of assurance, audit committee and financial
integrity, disclosures, and risk governance.
However, like many other markets, Singapore falls
short on the behavioural aspects. In these areas,
Singapore may be able to draw examples from the
best practices of other markets. These include:

Leading position
Singapore also stands in
a good position to lead
the region in achieving
CG parity, which will
be significant in light
of upcoming regional
integration.
‘As we embark on
the ASEAN Economic
Community in 2015, it will
be important to have some
consistency in corporate
governance between
jurisdictions. In this area,
I believe that the ASEAN
countries should be able to
achieve parity comparable
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Stewardship Code, as in the UK
* The
Broader definitions of diversity, as in the UK
* Measurable diversity objectives, as in Australia
* Regular external reviews for larger companies, as in the UK
* Increasing disclosures to stakeholders, as in Malaysia
* Mandating CSR reporting and/or encouraging more
* integrated reporting.

to the European Union.
As long as companies are
willing to subscribe to a
broad set of corporate
governance requirements,
there should be a general
understanding across
borders,’ says Low.
At the same time, he
adds, changes to the CG
framework of any country
should be undertaken
with an eye to context.
Historically, major changes
in CG frameworks,
including the OECD
principles themselves,
have been sparked off by

various financial crises and
corporate or even industry
collapses. But Low favours
a combination of proactive
thinking and moderation.
‘We certainly shouldn’t
wait for disasters to
happen before we take
action. But we must
bear in mind that
not all countries are
at the same rate of
maturity,’ he points out.

‘Revisions are normally
done incrementally
to accommodate the
individual economy
and, if policymakers are
forward thinking, they will
proactively take lessons
from other jurisdictions
to up their game in terms
of transparency and
accountability.’ ■
Mint Kang, journalist
For more information:

You can download the Balancing rules and flexibility
report at tinyurl.com/kpmg-flexibility
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The view from

‘

THE MOST SATISFYING EXPERIENCES ARE
THOSE THAT LET YOU REALLY GET BEHIND THE
NUMBERS AND UNDERSTAND A BUSINESS’
LUKE VENNER ACCA, MANAGER, BISHOP FLEMING
As both an accountant and
insolvency practitioner,
I provide restructuring,
turnaround and insolvency
advice and services to
underperforming and
financially distressed
businesses, their lenders,
stakeholders and
advisers. The main aim
of my role is to establish
the root of the problems
and work collaboratively to identify if
possible the best strategy for business
recovery, or otherwise implement the
best solution through a formal solvency
or insolvency procedure.
The number one challenge for
professional services firms such as
Bishop Fleming is to continue to grow
in an increasingly globalised business
environment. Advances in technology
will shape the services we offer clients
in future, and the people both joining
and retiring from the workplace are
doing so later in their lives, which
could create other logistical problems.
The particular short-term issue in
the restructuring, turnaround and
insolvency profession is the drop in the
number of businesses and individuals
going through a formal insolvency
process. As conditions change in the
business cycle, the numbers will again
increase, but the challenge is about
being prepared and resourced to meet
that upturn.
I’m thankful to say that I haven’t
had to make any huge sacrifices or
changes to get where I am today. The
path that I took to qualify as both an
accountant and insolvency practitioner
involved studying for professional
exams over an approximately sixyear period. I’d be lying if I said it
wasn’t tough and didn’t require a lot

of dedication, but the
opportunities available to
me now are significant.
The most satisfying and
interesting experiences
are those that enable you
to really get behind the
numbers and understand
a business and develop
a strategy that enables
that business to continue
trading and preserve jobs. One of the
most appropriate strategies for an
insolvent business that is facing the
threat of closure – but that has a good
underlying business and is able to put
forward an acceptable proposal to its
creditors and continue trading – is a
company voluntary arrangement (CVA).
I have been part of a team at Bishop
Fleming that has structured a number
of successful CVAs for businesses and
have found that my accounting skills
have proven invaluable when preparing
the required detailed projections and
the proposal itself.
From an academic point of view, I
am very proud to have qualified as
both an accountant and insolvency
practitioner with first-time exam
passes at a relatively young age.
Prior to qualifying as an insolvency
practitioner, I passed the Certificate
of Proficiency Insolvency (CPI) exam
as a prize winner – placed third in
England and Wales – which was a
particular highlight.
Fortunately for me, my studying days
are over, so I am able to unwind
after work and enjoy my free time.
I play football for my home town in
the Carlsberg South West Peninsula
League, and when I am not playing in
matches or training, I am generally
keeping fit at the gym. ■

SNAPSHOT:
INTERNAL AUDIT
Internal audit is focused on
evaluating and improving
the effectiveness of
an organisation’s risk
management, control and
governance processes.
Simon Wright, operations
director at jobs site
CareersinAudit.com, says:
‘Internal auditors work with
management to systematically
review operations and systems.
These reviews, or audits, are
aimed at identifying how well
risks are managed throughout
the organisation, and whether
agreed procedures are being
adhered to.’
In addition to the core
financial control and IT
functions, internal auditors
review the tangible aspects
of operations such as supply
chain or IT systems, as well as
aspects such as organisational
culture and ethics.
The main skills required
include good communication,
leadership and relationship
building, technical ability and,
above all, attention to detail
and integrity. ‘Internal auditors
need to be analytical and
objective in their professional
workings,’ says Wright.

72%

According to Barclay
Simpson’s Internal audit –
market report 2014, 72% of
internal audit departments
in the UK have recruited or
attempted to recruit externally
in the last six months.
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Voice of authority
Smaller audit practices need to venture beyond providing compliance services and begin
making themselves synonymous with cutting-edge expertise in their field
With the audit threshold set to rise,
recategorising anything between
1,000 and 11,000 companies as small
and therefore exempt from a statutory
audit, some practices will undoubtedly
see their client numbers contract.
Fewer clients mean less fee income, so
audit firms will be keen to claw back
that lost revenue somehow.
To respond to ever increasing fee
pressures, accountants will have to
focus on building client relationships
and adding value. Part of this strategy
might be engaging with clients and
prospects through thought leadership.
Tom Elgar, director of content
marketing firm Passle, says: ‘The aim
is to become a go-to person in your
niche, whether geographically defined
or by market or sector. This helps
start a relationship where none exists
and enhances existing ones. While
much thought leadership activity now
happens online, its aims and processes
mirror the practice of hosting breakfast
seminars: you provide information
highlighting the areas your audience
should be considering and, in doing so,
position yourself as the expert.’
Tim Prizeman, director at PR
agency Kelso Consulting and author
of forthcoming book The Thought
Leadership Manual, says building a
reputation as a leading authority on
a particular subject that is important
to clients will help with referrals.
‘People recommend specialists, not
generalists,’ he adds.

Differentiation
According to a survey from PR
consultancy Man Bites Dog, 92%
of professional services marketing
executives point to thought leadership
as the single most effective way to
differentiate their firm. ‘Yet many
businesses struggle with generating
ideas or with expressing them in ways
that will catch the attention of their
clients, prospects, referrers and the
media,’ says Prizeman.
Accountancy commentator Mark
Lee says: ‘It’s what other people think
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that counts.’ Lee is himself a thought
leader, if his Klout score (a number
between 1 and 100 that measures an
individual’s influence on social media)
is anything to go by. His Klout is a high
78; he has more than 6,000 followers
on Twitter, almost 4,000 on LinkedIn,
and around 17,000 on his opted-in
mailing list.
‘A credible thought leader inspires
action or thoughts in others by offering
an independent view that is not focused
on promoting their own products and
services,’ Lee says.

Specialism
Thought leadership is about helping
others rather than single-mindedly
driving the expansion of your own
business. Prizeman says: ‘Get the
mindset right – it’s not selling, it’s
providing expert insights on important
developments affecting businesses in
particular sectors or markets.’
You need to pick your audience
carefully. A practice with a strong
specialism may find this easier to do.
‘It should be in an area of particular

interest to you or you won’t give it the
priority needed,’ explains Prizeman.
Then you need to pick a platform or
medium that will work for you. Elgar
says: ‘White papers are great but a huge
time commitment, while Twitter is very
transient. But blogs are fast to do and
their impact lingers for a long while.’
Authenticity is key, as is consistency.
‘Don’t take a contrary view just for the
sake of it,’ says Lee. ‘Also, you won’t
become a thought leader if you’re
constantly changing your stance and if
what you’re saying doesn’t ring true to
you, let alone to others.’
Your website and online profiles
need to be consistent with the
messages you are putting out too.
Thought leadership takes time and
patience to create. ‘Deloitte’s Sports
Business Group started as three
blokes with an interest in football who
published a report into Premiership
league accounts in 1992. Today it’s a
leading sports business consultancy,’
says Prizeman. ■
Iwona Tokc-Wilde, journalist
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The view from

‘

THERE IS PRESSURE TO FIND NEW WAYS OF
MEETING CITIZENS’ NEEDS’ JO WILLIAMS FCCA,
BUSINESS SUPPORT MANAGER, SOCIAL SERVICES
DIRECTORATE, VALE OF GLAMORGAN COUNCIL
I recently took up my
current post, so I am on
a steep learning curve.
This is my second post in
the complex field of social
services. My career has
mostly been as an ACCA
finance and business
professional in Welsh local
government.
My main responsibilities
are to strengthen the businessplanning framework for the council’s
social services directorate, while
collaborating with health and
neighbouring councils. My department
comprises 30 staff, who handle the
financial and performance aspects of
contracts with the private sector for
adult care services.
My challenges reflect those facing the
council as a whole: reduced financial
resources and increasing demand for
services. This double-whammy has a
particular impact on social services,
where the demographic trend for
adult services means demand is ever
increasing. Yet Welsh government
financial settlements have been on
a downward spiral for some years –
reflecting annual reductions from the
Westminster coalition. The result is
unending pressure to find new ways of
meeting the needs of citizens.
Collaboration with local health boards
is a key response to these challenges,
and the Vale is at the forefront of this.
The Welsh government is supportive
of joint working, and the new Social
Services and Well-being (Wales) Act
will require an increased emphasis on
preventative services, based on the
principles of early intervention and
working with the citizen to give them
more control over their lives.

I particularly enjoy
the diversity of my
responsibilities, but
also my role in budget
monitoring on such a large
scale. My job has a good
balance between internal
and external connections.
One of my aims over the
next few months is to visit
30 residential and nursing
homes to gain a better
appreciation of their scale, scope and
operating environment.
There has been considerable
structural change in my division –
Business Management and Innovation
– over the past few years. A major
restructure in the wider directorate
has just ended, so we need to reestablish communications with internal
customers and ensure we engage
effectively with new post-holders for the
benefit of the service as a whole.
My advice to others would be to
persevere to achieve goals and
maintain your professional integrity.
Keep the big picture in view as you play
your role for the organisation.
My biggest professional achievement
was gaining my ACCA qualification in
1990. But gaining an MBA eight years
later broadened my knowledge and
understanding, particularly in strategic
management. I’m very pleased to be
involved within the profession, as an
ACCA Public Sector Panel member
since 2011 – I was chair in 2012. I was
also on the ACCA South Wales Panel for
10 years and president for two years.
Away from work I wind down by
walking, playing badminton and
relaxing with friends and family in
Wales and Ireland. ■

SNAPSHOT:
THE WELFARE
STATE
‘If you want to maintain the
same pace of reduction in
government spending, then
you’re going to have to find
billions of welfare savings,’
Chancellor George Osborne
told the House of Commons
Treasury Select Committee a
year ago. But what exactly is
‘welfare’ spending?
The government’s new
statement to taxpayers of
how their money is spent uses
a definition that has been
criticised as simplistic, or
even misleading. According to
the government’s statement,
25% of tax revenues are spent
on welfare.
What is considered welfare
turns out to be subjective.
State pensions, on which 12%
of tax revenues are spent, are
excluded. Yet personal social
services – such as domiciliary
care – are included. So too
are public service pensions,
and financial support for
pensioners that is not the
state pension.

‘WELFARE’ SPENDING:

£96 – benefits for the low
* paid
and unemployed
£28 – benefits for the
* elderly (not state pensions)
£28 – personal social
* services
£21 – public sector
* pensions
BN
BN
BN

BN

Source: the Institute for
Fiscal Studies
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Putting finance into politics
The pressure on finances isn’t just a challenge but also an opportunity to change
how we deliver services, ACCA’s International Public Sector Conference found

The chancellor’s Autumn Statement
was typical of other government
Budgets around the world in signalling
that austerity remains the outlook for
the future. This will inevitably lead
to more cuts in public services, and
might even mean they need to be
redesigned. Meanwhile, the demand
for public services continues to grow
in many countries. So, how can the
finance professional contribute to the
delivery of these reforms?
Speaking at ACCA’s recent
International Public Sector Conference,
Stephen Emasu FCCA, chair of ACCA’s

▲ difficult path

Left to right: Simon Hamilton, Stephen Emasu and Marcine Waterman described the
challenges that finance professionals face in their negotiations with decision-makers
purpose of reform is not just to save
money but also to redesign, restructure
and reform our experience of public
services. ‘The media look at the public
sector and say it’s no good, no one
there has an idea in their head; that’s
not the case,’ he said. ‘The difficulty is
finding those people and getting those
ideas into the system.’
However, the challenge is, as
Hamilton acknowledged, that politics

▌▌▌‘my role is to point the finger; more
and more auditors are filling the gap
when it comes to information for citizens’
Global Forum for the Public Sector and
public financial management expert
with the International Monetary Fund,
said: ‘Finance professionals need to
move beyond looking at the numbers
and be part of the conversation about
how to rethink the way public services
are delivered. It’s a great opportunity
for finance and the finance profession
to be at the heart of decision-making,
as well as driving changes in good
governance, and audit and scrutiny.’
According to Northern Ireland
finance minister Simon Hamilton, the

and finance don’t always travel in
the same direction, and politicians
often make decisions on the basis of
priorities that do not fit within financial
strategies or risk assessments. Some
reforms are also likely to have a long
lead time, creating tensions with the
shorter term nature of politics.
Improving transparency is not
by itself enough. The availability of
good-quality management information
to support effective and cost-efficient
decision making is vital. Planning and
managing delivery needs to take

place, in addition to auditors
contributing to the lessons learnt after
the year end.

‘Educate decision-makers’
As accountants, we may have got it
wrong,’ said Mario Abela, research and
development leader at the International
Federation of Accountants (IFAC).
‘For a long time we’ve focused on
increasing the supply of information
rather than the demand for
information. Nobody reads it. We need
to educate decision-makers about what
it actually means.’
John Doyle FCCA, auditor general
of Victoria, Australia, believes that we
need to do a better job of addressing
shareholders’ information needs. ‘Most
financial reports are impenetrable and
hard to understand for accountants,
and the extra 30 or 40 pages brought
in by International Financial Reporting
Standards haven’t helped much. My
role is to point the finger; more and
more auditors are filling the gap when
it comes to information for the citizens.
We need to scale back the complexity.’
IFAC’s ‘Accountability. Now.’
campaign encourages the adoption of
high-quality, accrual-based accounting
standards worldwide, but it also
aims to encourage the publication

»
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▲ educate the politicians

The availability of quality management
information is vital, delegates heard

Councils warned on reform
Former Westminster City Council chief executive Sir Peter Rogers told
attendees at ACCA’s Local Government Summit in London, also held at
the end of last year, that ‘achieving lasting reform in the public sector is
ever so easy. You need clarity of purpose; certainty of funding; a realistic
plan and ambition for what you are trying to achieve; and a really effective
machine to make it happen, with a committed workforce open to change.’
Other high-profile speakers included Dame Jane Roberts, chair of the
New Local Government Network, and Labour peer Andrew Adonis.

of budgets that the public and
politicians can understand. However,
this drive is complicated by the fact that
more and more public sector projects
are being delivered in partnership
with the private sector. Public private
partnerships (PPP) and private finance
initiatives have become a popular way
to finance infrastructure. But according
to Dr Anne Stafford FCCA, senior
lecturer in accounting and finance
at Manchester Business School, it is
debatable whether PPP provides the
claimed efficiency and value for money.
There was, she said, a lack of skills
and resources in the public sector to
monitor performance; as a result, the
sector was placed at a disadvantage.
The disbanding of the Audit
Commission won’t help, said Marcine
Waterman, controller of audit at the
soon-to-be-disbanded body. She was
worried about the gaps that will be left
in its absence, particularly concerning
how local audits will be monitored by
central government. ‘Armchair auditors
were meant to arise in response to
local and central government, putting
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more information out on the web,’
she said. ‘In our opinion they haven’t
arisen in a way that can replace
professional audit.’
But while audit is crucial, it
cannot provide all the answers.
Gillian Fawcett, head of public sector
at ACCA, said: ‘When you make
recommendations about value for
money in performance audits, there’s
very little difference between the
role of the auditor and that of the
consultant. What happens if the service
fails and those recommendations are
part of the problem?’

Broader story
The rise of integrated reporting
means that finance professionals will
increasingly be telling a broader story.
But Chris Ridley FCCA, ACCA’s public
sector policy manager, was concerned
that reports aren’t being read and the
systems that create them aren’t fit for
purpose – something we can ill-afford
in these straitened economic times.
‘Money is getting tighter and, if we
are going to have any impact on the

decisions being made, then we need to
have clarity around what we are trying
to achieve and prioritise the limited
resources available,’ he said. ‘This
will require our systems to be able to
provide the information needed, rather
than just generating information about
the financial transactions undertaken.
‘Integrated reporting shifts the
emphasis from a dump of information
to telling a story,’ added Abela. ‘As
accountants we need to think, how do
we tell that story?’
At ACCA’s first International Public
Sector Conference six years ago, the
audience predicted that austerity would
last for 15 years, and little has changed
to shift that prediction. However, it is
clear that both finance professionals
and politicians also view the challenge
as an opportunity to change the way
that public services are delivered and
public finances are managed.
‘For the last six years, the
public sector has had to weather
tremendous economic storms,’ said
Emasu. ‘But where crisis looms, so
does innovation.’
As Hamilton put it: the pressure on
budgets offers a great opportunity to
‘move away from the status quo that
creeps in and evaluate where we want
to be in five, 10 or 15 years’ time’. ■
Mick James, journalist
For more information:

Watch the ACCA International
Public Sector Conference at
www.accaglobal.com/ab148
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Six steps to saving a Life
Sir Sandy Crombie rescued Standard Life from disaster by stealth
and drastic action. ACCA’s Simon Webster charts the process
‘Crisis’ is a word that has
been heard many times
within financial services
in recent years. Some
institutions have been
more successful than
others in turning around
their fortunes, but just
how do you turn around a
business and give it a longterm future?
Sir Sandy Crombie –
former chief executive of
Standard Life and current
RBS board member –
addressed these challenges
head on at ACCA Scotland’s
business lecture in November
last year when he laid out
his ‘six steps towards
building a successful and
sustainable business’.

not to say I wasn’t equipped
to work it out.’

Saving Standard Life
In December 2003 those at
the top realised Standard
Life had to take drastic
action to remain solvent.
Without a major change
of direction, and policy, it
would have liabilities that
could not be supported
by its assets. This news
was brought to Crombie’s
attention by what he
describes as ‘unconventional
means’, by a colleague from
another division.
Up against the yearend reporting deadlines,
Crombie and his team
dedicated the next six

the level of change as
the equity exposure was
reduced by £7.5bn over a
five-week period.
The next stage was to
start work on the detailed
plan that would support
the high-level strategy. At
the end of January, a small
team was assembled and
given 60 days to reinvent
Standard Life.
The path to survival called
for tough decisions, including
a one-third reduction in the
workforce of 15,000. The
AGM in April was attended by
1,200 people, and Crombie
is unlikely ever to forget the
angry atmosphere: ‘To this
day, when I walk into that
conference centre, the hairs

▌▌▌’The team for me starts at the front
door and goes all the way through
and round the organisation’
Crombie had clocked
up 37 years’ service when
Standard Life was faced with
its own crisis in 2003, so
he was well placed to tackle
the issues head on, having
served what he refers to
as ‘a long apprenticeship’.
His proposed solution – to
do away with commission
payments – was seen as
radical then, but his foresight
arguably saved a business
with an uncertain future.
Having joined the
organisation in 1966, his
initial years saw him in
a number of roles, as he
moved around the business
as a generalist. He says of
this basic grounding: ‘I was
never given a job I knew how
to do when I got it. That’s
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weeks, night and day, seven
days a week, to working out
how to alter the future of
the company and present a
business model that would
a) give it a future, and b)
satisfy the regulator.
By early January 2004, a
deceptively simple-looking
approach of introducing
new or higher charges
to policyholders, while
investing in less risky assets,
was drawn up with a view to
generating a £4.5bn capital
surplus. Given the required
size of the change in the
asset mix, and the need to
get the best possible price
in the market, a degree of
stealth was required, and
only three people within the
business fully appreciated

still stand up on the back of
my neck.’

Six of the best
The six steps that Crombie
and his team took and which
he advocates as crucial are:
Get a mandate for change.
Crombie says you need
to be clear and bold, and
establish a mandate for
change. If your company is
in crisis, you’ll probably have
a fairly free rein to fix things.
The board is likely to give
you the freedom to develop
your own path to rescue.
Cultivate relationships with
those who can help you
deliver your goals. Crombie
got the press on board by
speaking candidly off the
record: ‘When they saw the

full picture they wanted
to be positive as it would
ultimately be in the interests
of their readers.’
Hunt the skeletons. Ensure
you can see the full picture
and develop ways to hunt
down the skeletons. Today,
Serco’s Rupert Soames
is finding more than his
fair share of skeletons
since joining the troubled
outsourcing company. Hunt
them down right from the
start because eventually
they will become yours. At
Standard Life one skeleton
came to light that cost
the business an eventual
£100m. Crombie says: ‘The
knowledge to detect it was
always inside the business
but never came to light. If
detected earlier, it would
have cost us nothing.’
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Have a destination. From the
outset, be clear in your own
mind – and to those closest
to you in the business – what
the ultimate destination is.
To get there, seek out the
ground you can take and
hold. To do this you will
almost certainly need to be
seen to be meeting the needs
of (almost) all stakeholders.
Crombie could not be clearer
when emphasising that:
‘There’s a massive difference
between knowing what your
next step is and where your
destination is. If you don’t
know where you’re going,
you’re lost.’
Construct your team.
Everybody has to contribute,
not just your immediate
team. ‘The team for me
starts at the front door and
goes all the way through

and round the organisation,’
says Crombie. ‘You need
people on board. You
can’t afford the energy of
dragging people along who
haven’t bought in.’
Win hearts and minds.
You won’t be successful if
you don’t win hearts and
minds and achieve buy-in
from everyone who matters,
whether that is your staff,
investors or other interested
parties. How do you achieve
this? Quite simply:
be authentic
be consistent
inspire confidence
be a brand leader
lead on values and
culture.
That final point is
crucial, says Crombie.
‘Organisations lacking a
strong culture are like a

*
*
*
*
*

human being that’s lacking
a strong immune system. A
strong culture won’t protect
you from everything bad, but
it will protect you from more
than you’ll ever realise. Your
values, on the other hand,
define the boundaries you
won’t step outside.’
Sacrifice and resilience.
Finally, you’re the leader.
Demonstrate the necessary
characteristics. At Standard
Life, Crombie refused to take
a bonus that was offered
to him at the end of a hard
first year. ‘I couldn’t do that
when I had reset downwards
the expectations of our
members and made so
many staff redundant.’ You
may be required to make
other sacrifices and lose
some friends along the way.
Always keep your eye on the
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destination. Being resilient
is a prerequisite too, as
Crombie found out when a
journalist called to alert him
to ‘expect a mullering in the
weekend press’ but ‘don’t
take it personally!’

Building a business
This hard work has paid
off in the long term. When
Standard Life floated in
2006 its share price was
£2.30; today it stands
at £4.20, with a market
capitalisation of £9.5bn.
For anyone faced with
the challenges of turning
around an underperforming
business, the framework
outlined here should stand
you in good stead. ■
Simon Webster is ACCA UK’s
communications manager
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Changes to the ACCA Rulebook
The ACCA Rulebook – the regulations and code of ethics and conduct that
members must comply with – has fewer changes than in previous years
Following last year’s
substantial review of the
ACCA Rulebook, fewer
changes have needed to be
considered during 2014.
Nevertheless, each year,
changes to the Rulebook
arise out of Council
policy decisions, changes
to legislation, regulator
requirements and the
need to clarify existing
regulations.
The ACCA Rulebook
is usually updated once
a year. However, during
2014, interim changes were
made to the Designated
Professional Body
Regulations (in April) and
the Regulatory Board and
Committee Regulations
(in September). These
concerned, respectively,
changes in consumer
credit regulation and a
restructuring of ACCA’s
own regulatory oversight
arrangements. These interim
changes were reflected in
the online version of the
ACCA Rulebook before they
took effect.

The regulations
Some of the changes are
reflected in more than one
set of regulations. These
changes:
include a definition
of ‘Chairman’ in
the Authorisation
Regulations, Complaints
and Disciplinary
Regulations (CDRs),
Appeal Regulations
and Interim Orders
Regulations
clarify the definition of
‘order’ in both the CDRs
and Appeal Regulations,
which in turn clarify the
provisions concerning the

*

*
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effective dates of orders
include a slip rule in both
the Appeal Regulations
and Health Regulations,
providing consistency
with the other regulations.
Other changes that have
been made are specific
to individual sets of
regulations. These changes
are set out below.

*

Membership
There has only been one
change to membership
regulations. This sets
out that the period
within which a student is
required to complete all
the ACCA Professional
level examinations.
Each Professional level
examination pass will be
valid for seven years.

Global practising
Changes to the Annexes
to the Global Practising
Regulations include
widening the requirement
to demonstrate recent audit
experience by removing the
wording that specifically
relates the requirement to
applications made more
than two years after the
relevant audit experience
was gained or a certificate
was previously held (Annexes
1, 2 and 3).

Authorisation
Regulation 5 has been

amended to allow ACCA to
apply for an Interim Order at
any time before a decision
is made by the Admissions
and Licensing Committee
(consistent with CDR 4(3)).
For similar consistency
reasons, regulation 6 now
includes a specific provision
to allow the Admissions
and Licensing Committee
to reconstitute itself as an
Interim Orders Committee. It
also provides an ‘avoidance
of doubt’ provision to clarify
that documents do not
have to be re-served simply
because a case has been
adjourned.
The Authorisation
Regulations provide
regulatory assessors with
powers to impose conditions
on certificates. In the past,
these decisions were not
published. For the 2015
Rulebook, the Authorisation
Regulations now include
a provision that allows
regulatory assessors’
decisions and reasons to
be published, subject to
any directions given by the
assessor. Such publicity is
not avoided by the relevant
person relinquishing his or
her certificate before the
assessor’s decision is made.

Complaints and
disciplinary
Changes to the CDRs
include:
allowing ACCA greater
flexibility to amend
allegations (up until the
time a notice of hearing
is served)
simplifying and clarifying
the provisions relating
to admissions by the
relevant person at a
hearing, and
allowing necessary
sanctions to be imposed
on former members,
former affiliates and
former registered
students, regarding
future applications for
readmission.

*
*
*

Interim orders
The changes to the Interim
Orders Regulations include
removing a cross-application
provision (regulation 3),
which is, in fact, more
clearly expressed in
Appendix 1 to the
Regulatory Board and
Committee Regulations.
The regulations have also
been amended to give the
Interim Orders Committee
a specific power to adjourn
a hearing. ■
For more information:

The current version of the ACCA Rulebook may be viewed
on ACCA’s website at: www.accaglobal.com/rulebook

A good MBA
stimulates healthy
career progression
‘The global MBA allows you to use your time
effectively because online learning means no
restrictions on what time of the day you access
the material or the discussions. This programme
increased my business knowledge and skills, but the
biggest gain for me was a deeper understanding of
my working styles – my preferences, strengths and
weaknesses. The self-awareness I gained was the
most useful aspect in driving my career forward.’

Gail Clarke
finance controller – global supply chain,
Smiths Medical International Ltd

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

www.accaglobal.com
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Global recovery warning
The world economy is facing a critical period of uncertainty, reveals a joint ACCA
and IMA survey of finance professionals, with some worrying trends exposed
The global economy is
entering a dangerous period
of uncertainty, according
to the latest findings of the
largest regular global survey
of finance professionals.
The Global Economic
Conditions Survey (GECS),
carried out by ACCA and IMA
(Institute of Management
Accountants), found that
business confidence in the
real economy and capital
spending both took a direct
hit in the third quarter of
2014. Only the continued
strength of financials and
selected emerging markets
helped to maintain the
illusion of global recovery.
While the headline GECS
figures are not particularly
alarming – 58% of finance

► state of play

Russian minister of
economics Alexey
Ulyukaev speaking at the
Chamber of Commerce
and Industry in Germany
in November
professionals are still
optimistic about the state
of the economic recovery in
their countries – the analysis
uncovers some worrying
trends: a second consecutive
quarter of falling global
business confidence, growing
reliance on government

spending, fears of deflation
in developed markets, and
a fall in capital spending in
most of the world.

The ongoing tension
between Russia and the
West is beginning to take its
toll, with Russia and the UK
reporting significant losses of
confidence in their economy.
‘It is clear the buoyancy
of the financial sector has
masked the true picture,’ said
report author, ACCA senior
economic analyst Manos
Schizas. ‘Despite growth
capital being at its most
accessible since the global
economic crisis, the lack
of business opportunities
has meant investment has
been subdued.’ ■
For more information:

Read the full Global economic conditions survey report:
Q3, 2014 at www.accaglobal.com/136
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Awards success for ACCA members
ACCA practitioners and firms celebrated success at the British Accountancy Awards,
which rewarded team, individual, practice and employer excellence across the profession
Held at The Brewery, in the
City, on 25 November, the
British Accountancy Awards,
organised by Accountancy
Age and supported by
ACCA, recognised the very
best the practice sector
has to offer. A total of 25
awards were made at the
event, ranging from PwC
being named global firm of
the year to Stark Main & Co
winning independent firm
of the year.

Practitioner award
Anita Brook, managing
director of Accounts Assist
and member of ACCA UK’s
Practitioners’ Network
Panel, was named UK
practitioner of the year. In
assessing her nomination
the judges said: ‘Impressive
stuff from Anita – she has
risen from a less than easy
background to become a
high achiever, using her
expertise at home and in
farther reaches.’
Accounts Assist is
an award-winning firm
specialising in accountancy
and taxation services
for small businesses,

freelancers, contractors and
consultants. It has offices in
central London, Silverstone
and Coventry.

Training team title
The award of training team
of the year, sponsored by
ACCA, was picked up by
Reeves, a firm that practises
in London and the South
East. The judges were ‘most
impressed with the safe
environment created for
trainees to practise’.

Independent, Wales
Competition was strong in
Wales, with two ACCA firms
making the shortlist for
independent Welsh firm of
the year. Green & Co took
the honours, with the judges
applauding ‘the way Green
& Co approach dealing with
client issues from a limited
resource base’.

Startup award
Within the category for
some of the country’s
newest firms, Savoir Faire
Accounting triumphed in
2014, after making the
shortlist the previous year.

▲ savoir faire accounting

Winners of startup of the year award, with host Sandi Tokskvig

The judges said the firm
‘showed clarity of vision
– especially in working
bilingually to serve its
French clients. We were also
impressed with their care for
staff and clients.’
Other winners with
ACCA connections included
the following approved
employers:
Milsted Langdon,
independent firm of the
year – south west
Lamont Pridmore,
community award
Shelley Stock Hutter,
highly commended in the
mid-tier firm category. ■

*
*
*

▲ Anita brook

Winner of the practitioner
of the year award

Meritorious Service Medal.
Colin Coulson-Thomas FCCA has been awarded the
Meritorious Service Medal of the Order of St Lazarus
‘for outstanding loyalty and devotion to the aims of
the order at national and international level, and
enduring service’.
Coulson-Thomas leads the order’s international
governance initiative, and has held several offices in
the international organisation during the course of
more than 26 years.
The order provides medical and other aid to
Eastern Europe. Its international governance initiative
aims to raise the standards of corporate and public
sector governance around the world.
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▲ reeves

Winner of the training team of the year award
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Diary
ACCA UK runs an exciting programme of talks, lectures and workshops across the
country. Here are highlights from both upcoming and recently held events
QUESTIONING
TECHNIQUES FOR
INTERNAL AUDITORS

2 February, London
As an internal auditor, to get
the information that will let
you help your internal client,
you need to ask questions –
and that’s where the trouble
can start. This session will
see Jane Allan of Jane Allan
& Associates offer attendees
the keys to set up their own
question library and tricks
for sidestepping ‘the three
answer styles’ so that you
can get your hands on the
information you need.

ABERDEEN SATURDAY
CONFERENCE THREE

7 February, London
21 February, Glasgow
28 February, Swansea
These Saturday conferences
are the ideal way to keep
your professional knowledge
up to date and fulfil your
CPD requirement without
disrupting your working
week. Each conference
consists of four sessions,
with topics including
property taxes and PAYE.

▲ WHOLE NEW LEVEL

New members in Scotland celebrated
their status at an evening meal

THE PRESTIGE OF MEMBERSHIP
ACCA Scotland and ACCA Wales took the opportunity in October to celebrate ACCA
students in their regions who had become new members, with the accompaniment of
their friends, family and peers.
The Scotland event, sponsored by Change Recruitment Group, welcomed 110
attendees to an evening meal, including 47 new members and their guests – the highest
attendance in five years. The Welsh dinner, sponsored by Now Careers, welcomed 130
guests, including almost 50 new members, to celebrate their achievement and mark the
start of a new chapter in their careers.

BANK OF ENGLAND
UPDATE

19 February, York
Will Holman, Bank of
England deputy agent for
Yorkshire and Humber,
will cover the state of
the economy and the
economic outlook for the
next few years. This is a
joint event with CIMA and
CISI and offers professional
networking opportunities. ■
FOR MORE INFORMATION:

www.accaglobal.com/
uk/events

GALA DINNER
Over 130 members gathered in Cardiff
on 28 November for ACCA Wales’
national conference and gala dinner.
The conference theme was ‘the future of
finance – preparing for the profession in
2020’. PwC Wales and South West chair
Matthew Hammond FCCA, ACCA director

▲ PREPARING FOR THE FUTURE
Left to right: Matthew Hammond, Brian
McEnery, Ewan Willars, Ben Cottam

of policy Ewan Willars, and networking
expert Andy Lopata delivered the
keynote sessions at the event.
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ACCA | INTERNATIONAL ASSEMBLY

Reaching new heights
In considering how strong networks and relationships can propel our organisation
forward, ACCA’s recent International Assembly was declared a rousing success
The end of each
International Assembly
– the annual gathering
of senior ACCA member
activists from across the
world to help inform policy
– is usually marked by
a declaration that it has
been the best one ever, and
there was certainly general
agreement that this was
also the case this year.
The level of engagement
– a constant theme –
and interaction hit new
heights. ACCA president
Anthony Harbinson had
asked the delegates to
share their thoughts and
for Council members and
staff to listen and learn
– and that is exactly what
happened during the two
days of presentations and
workshops at the event.
The Assembly considered
what the ACCA brand
promise should be and the
proof points that ACCA
needs to demonstrate in
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relation to that promise.
This was viewed from the
perspective of the range
of stakeholders: students,
prospective students,
members and employers.
Delegates were also
asked to consider how
ACCA could differentiate
itself from competitors.
This involved taking account
of various issues, such
as how the role of the
professional accountant will
change over the next decade
and employability.

International reach
ACCA’s differentiation is
seen most starkly through
its international reach, which
rival bodies struggle to
compete with and replicate.
It was agreed that
ACCA is doing a great
deal to create strategic
leaders as well as financial
professionals. Partnerships
with leading universities,
further qualifications and

▲ Our greatest asset

All of us are potential ambassadors and advocates for the
ACCA brand was the message at this year’s event
mentoring are all seen as
part of achieving this, as
is placing emphasis on
personal and leadership
development.
As IFAC president
Olivia Kirtley touched
on in her address,
over the next decade,
accountants will need to
‘build a career on deep
foundations’. This will mean
analytical and strategic
skills to create value for
organisations, as well as
skills in communication,
project management,
risk management,
business restructuring
and internal control. The
Assembly highlighted the
interdependence of all
these skills, and the need
to test them through
correctly contextualised
case studies.

Speaking at the close of
the event about how ACCA
attracts members and
markets its qualification,
Harbinson said: ‘The key
message that came from
the workshops I visited was
that we are actually the best
form of direct marketing
and that we have a huge role
to play in ensuring members
are aware of the value of
the designation.
‘One group even
suggested that every
International Assembly
member should make a
pledge today to personally
attract and develop students
and members, and we
should all go back to our
markets and spread the
word about ACCA.’
He added: ‘We have an
amazing resource in this
room. We are all potential

INTERNATIONAL ASSEMBLY | ACCA

ambassadors and advocates.
Your success and your
stories will inspire others.’
Harbinson also said that
if ACCA is going to market
itself more digitally, then
its members also need to
ensure that face-to-face
contact remains a critical
part of what we do, be that
conventions, conferences or
even informal get-togethers.
‘ACCA’s established
message of ‘think global,
act local’ is as true as it ever
was,’ he said.

Partnerships
Harbinson also picked
up on the theme of
partnerships discussed in
the workshops. ‘We need
to work in partnerships,’
he said, ‘whether that be
with accountancy bodies or
learning providers’.
He went on to cite the
working partnership with
the Accountants & Auditors
Association in the United
Arab Emirates. ‘This is
hugely significant for us in
the Middle East,’ he said,

‘and has resonance further
afield. I am delighted to tell
you that, having spoken to a
number of bodies at World
Congress of Accountants
(WCOA), many more bodies
also want to work with ACCA
to develop partnerships.’
It was left to ACCA’s
deputy president Alexandra
Chin to wrap up the
proceedings. ‘Much of the
work that ACCA will be
undertaking in the future
will be shaped by what
has been discussed here,’
she said.
‘This Assembly provides
a unique opportunity to
hear the views of members
at first hand and to debate
issues in depth that directly
affect them, particularly
in terms of employability
and opportunity.
‘Council will take a great
deal from today’s debates.
Your conclusions have given
us a great deal to consider,’
Chin concluded. ■
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▲ point of view

Maneet Kathpal from Botswana was one of the members who
gave feedback and contributed on the day

▼ opportunity knocks

Deputy president Alexandra Chin: ‘This is a unique opportunity
once a year to hear the views of members’

Peter Williams, accountant
and journalist
For more information:

IFAC president Olivia Kirtley spoke at the International
Assembly. See her interview on page 40

◄ Inspiration

ACCA president Anthony Harbinson: ‘We have an amazing
resource in this room… Your success will inspire others’
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168 MILLION

The number of children
aged between five and 17
(10.6% of all children)
who work as child
labourers, according to
ACCA’s report Accounting
for children: implementing
child rights for better
business, available
for download at www.
accaglobal.com/ab137

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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IFAC reps meet up with
ACCA senior staff

Members of the International Federation of Accountants’ boards
and committees hold coordination talks with ACCA
ACCA senior staff and
ACCA-nominated members
of IFAC boards and
committees met in October
to discuss common areas of
interest for ACCA and IFAC
in the future, and to explore
ways that ACCA can support
IFAC in representing and
developing the profession
effectively at a global level.
ACCA-nominated
members currently serve
on the board of IFAC, the
International Auditing
and Assurance Standards
Board (IAASB), the Small
and Medium Practices
(SMP) Committee, the
Nominating Committee, the
Professional Accountants in
Business Committee and the
Professional Accountancy
Organisation Development
Committee.

▲ ACCA’S IFAC FIVE

Left to right: Brendan Murtagh, Keto Kayemba, Japheth Katto,
Marta Rejman and Alan Johnson

HAPPY BIRTHDAY TO ACCA!
ACCA celebrated its 110th birthday on 30 November last year. Founded in 1904 with
core values of opportunity, diversity, innovation, integrity and accountability, the body
has been developing professional accountants ever since.
Significant expansion in the past four decades has seen membership grow from
12,500 in 1970 to 170,000 in 180 countries in 2014.
‘There has never been a greater or more urgent need to develop sustainable
economies,’ says Helen Brand, ACCA chief executive. ‘A well-coordinated international
accountancy profession, which demands the highest ethical and technical standards of
the world’s professional accountants, is key to positive economic development.’
ACCA has continued to support new markets and launched its 91st office last year,
in Myanmar. In many parts of the world, ACCA is the only international body working
hand-in-hand with national bodies, governments, employers and education providers to
help build the financial capacity needed to underpin economic development.
‘ACCA’s Strategy to 2020, which we launched in this anniversary year, has been
designed to respond to specific needs identified in a range of economies around the
world,’ says Brand. ‘As part of this, we strongly believe in the development of complete
finance professionals who are supported, trained, examined and regulated to the
same high standard globally. We will continue to invest in the very important long-term
projects that are going to enable us to deliver this and fulfil our public value remit,
which will always remain at the heart of what ACCA does.’
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