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Welcome
The macro and the micro
Accounting and Business
went to press just as the
exciting news broke about
ACCA’s move to new
premises in London. The
decision marks a new chapter in ACCA history.
The organisation’s headquarters has been at 29 Lincoln’s Inn
Fields since the 1970s and has become synonymous with ACCA,
so it holds strong sentimental value for members and staff. But
pressure on space and a need to consolidate lead us to the
impressive Adelphi building on John Adams Street – near the
West End and the palace of Westminster, and with lovely views of
the Thames – and, as ACCA president Anthony Harbinson says
on page 30, with ‘a mix of heritage and modernity that defines
the brand’ (see also page 9).
Also this month, we talk to GSK CFO Simon Dingemans
about his aims as chairman of the 100 Group, which consists
principally of the finance directors of FTSE 100 companies. His
call for ‘clear, visible, stable priorities’ from government chimes
with the post-election mood of business as it voices concern
about the uncertainty surrounding the UK’s membership of the
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EU in the build-up to the in/out referendum. He also talks about
why being an accountant isn’t a prerequisite to being a great
CFO, and the simplification of operations that is taking place
at GSK in response to the company’s drive to act more like a
consumer business.
We take a look at the green shoots of growth currently
popping up in the eurozone and ask whether the upswing is
sustainable over the longer term. There are warnings that what
the eurozone is seeing is a ‘recovery not a renaissance’. Given
how this is based on a multitude of volatile factors (such as
the drop in oil prices – already rising again), even that looks
somewhat precarious.
It’s not all about big business and macro economics this
month; we also have a feature on the art of setting professional
services fees. More than half of all accounting firms are actually
making a loss. Recent pricing pressure hasn’t helped, but critics
argue that ‘most accountants simply don’t know how to get the
price right’. Turn to page 32 for some tips and techniques for
pricing fairly while not alienating clients.
Jo Malvern, editor, joanna.malvern@accaglobal.com
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News | Pictures

► Women in power
Thangam Debbonaire
is one of the record
number of women
sitting in parliament
following the general
election – there are now
191, a rise of 29%

▲ Help and hope
Nepal’s army hands
out food to people
who are living in
tents following recent
earthquakes,
which have claimed
more than 8,000 lives

▲ Funds flight

Ryanair was hit by a
criminal scam in which
US$5m (£3.2m) was taken
from one of its bank
accounts. The electronic
transfer was carried out
via a Chinese bank
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▲ Right royal brew
Windsor Knot, an ale
made to mark the
royal wedding, was
renamed Windsor Tot
by brewer Windsor &
Eton for the birth of
Princess Charlotte

Pictures | News
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◄ Victory fly-past

The Red Arrows flew over
crowds gathered near
Buckingham Palace as part
of celebrations marking the
70th anniversary of VE Day.
A thanksgiving service for
veterans was also held at
Westminster Abbey

▼ Penny Lane

Former Beatle Sir Paul
McCartney topped the
Sunday Times Rich List
of musicians with his
£730m fortune. Lord
Lloyd-Webber came
second with £650m

▼ Banker wins
£3.2m payout
An employment tribunal
awarded Sberbank
banker Svetlana
Lokhova £3.14m for
sexual harassment that
it termed 'disgraceful'
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News | Roundup

News roundup

This issue’s stories and infographics from across the UK, as well as a look at the latest
developments affecting the finance profession around the world

Fear rises over Brexit
Business representative bodies
have expressed concern about
the risks of a ‘Brexit’, following
the Conservatives’ decisive
election victory. The CBI
issued a strongly supportive
statement for European Union
reform, including greater
market liberalisation and less
EU interference in employment
law, but it added: ‘It is
overwhelmingly in our national
interest to remain a member.’
The British Chambers of
Commerce said its members
want to retain membership
of the EU, provided it was
reformed. Meanwhile, a survey
conducted for recruitment
advisers Marks Sattin,
found that more than half
of accountants and other
finance professionals opposed
leaving the EU. And almost
half believe that uncertainty
over an EU referendum has
damaged confidence in the
UK economy. A mere one in
10 believe that leaving the EU
would be advantageous.

Big Four pay gap
The Big Four pay their
consultants up to £42,000 a
year more than their auditors,
according to pay analysts
Emolument.com. With 15
years’ experience, consultants
with the Big Four can expect
to be paid £150,000 a year,
while auditors are likely to
receive £108,000. A KPMG
employee with 10 to 15 years’
experience is likely to receive
£92,000, compared to £71,000
with PwC. But an employee
with more than 15 years’
experience will, on average,
receive the highest salary with
EY, at £135,000, compared with
£110,000 at KPMG.
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ACCA announces move to new headquarters
ACCA is to relocate its headquarters to the Adelphi building in London, which will reflect the
mixture of heritage and modernity that defines the organisation.
It will move from its current location in Lincoln’s Inn Fields in London to newly refurbished
office space within the historic Adelphi building on John Adam Street (see also the ACCA
president’s column, page 30).
This development, announced as Accounting and Business went to press, will enable
ACCA to create an efficient, collaborative, future-proof workplace and allow employees to
fulfil their potential. This will in turn help ACCA achieve its ambitious strategy for the future.
‘Since 1996, our London operations have been spread across a number of locations
in Holborn,’ said ACCA CEO Helen Brand. ‘Over time, this arrangement has become
increasingly unfit for purpose. The Adelphi, a historic building, will be undergoing a
complete refurbishment over the coming months to provide us with the mix of heritage and
modernity that defines the ACCA brand.’
The new office, says Brand, will provide a ‘dynamic, inspiring and sustainable workplace
to which we will be proud to welcome our staff, students, members, partners and other
stakeholders from around the globe – it will be a world-class London headquarters that befits
our world-class organisation’.
The move will take effect in December 2015, with staff being welcomed into the new
building in January 2016. More details in the July edition of AB.

Advice demand soars
More than a third of
accountants report increased
demand over the last year
for financial advice from
clients. Three quarters of
accountants have been

asked about pensions, while
nearly 60% were questioned
on inheritance tax planning,
according to a survey
conducted by Investec. About
40% of financial advice queries
related to income and capital

gains tax on investments,
windfalls and potential
investment opportunities. But
only one in five accountants
provided the advice
themselves, with 69% referring
clients to a financial adviser.

»
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Productivity crisis
The accountancy profession
is a major cause of the
productivity crisis in the UK
economy, according to a
report in the Financial Times.
It says that professional
services – accountancy, law
and management consultancy
– are responsible for almost a
quarter of the fall in economic
productivity since 2008. ‘The
stagnation of productivity
since the financial crisis is
largely explained by just four
sectors – professional services,
telecoms and computing,
banking and finance and
manufacturing,’ said the paper.

Deloitte wins fine appeal
Fines imposed on Deloitte and
its former partner Maghsoud
Einollahi relating to their
work for MG Rover have
been significantly reduced
on appeal. Deloitte’s fine
has been cut from £14m to
£3m and that on Einollahi

is reduced from £250,000
to £175,000. In addition,
Einollahi’s exclusion order
has been rescinded. A
spokesman for Deloitte
UK said: ’We are pleased
that the findings of failing
adequately to consider the
public interest and deliberate
serious misconduct have
been overturned.... However,
we accept the tribunal’s
findings that aspects of our
client engagement processes
could have been better.’
The appeal tribunal, despite
reducing the fine, ‘affirmed
the need for accountants to
act in the public interest and
for accountants to take this
into consideration in deciding
whether to accept or continue
an engagement’. However,
it identified a lack of clarity
in how to discharge these
responsibilities. The Financial
Reporting Council and the
profession are addressing
this issue.

Moore Stephens merger
Chantrey Vellacott has
merged with Moore Stephens,
creating an international
network operating in 103
countries, with a combined
turnover of $2.7bn. The
merged business will be
branded Moore Stephens
and based in London. Moore
Stephens’ managing partner
Simon Gallagher leads the
amalgamated firm, with
Richard Moore continuing
as senior partner. Chantrey
Vellacott’s managing partner
Mike Tovey joins the firm’s
partnership executive
committee. Gallagher said:
‘There are real synergies,
not just in terms of the
services and sectors, but a
coming together of similar
philosophies and values to
form a strong combined firm.’

Potential water shortages have become one of the most
severe business risks, PwC has warned in a new report,
Collaboration: Preserving water through partnering
that works. Competition for water is likely to increase
by 55% by the middle of the century, according to the
OECD. In the interim, by 2030, there is likely to be a
40% shortfall between demand and supply, predicts the
World Bank. According to PwC, that increased demand for
water is led by manufacturers, with electricity generation,
domestic use and expanding agricultural production all
needing substantially more water.
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Directors to take blame
Directors cannot evade
responsibility for illegal
acts by blaming them on
their company, a judgment
by the Supreme Court has
determined. The decision
confirmed that where a
company has been made
insolvent by the dishonest
acts of the directors, those
directors cannot claim
innocence on the grounds
that the acts were conducted
by the company. Insolvency
practitioners and creditors
will be assisted by the ruling,
which was made in the case
Jetivia SA v Bilta (UK) Ltd.

BHP and Clough merge

Merrill Lynch fined

Yorkshire accountancy firm
BHP has merged with smaller
local firm Clough & Company.
The new regional practice has
six offices, around 270 people
and nearly £18m annual
revenue. It becomes part of
Kreston UK, of which BHP was
already a member. Jon Lisby,
CEO of Kreston, said: ‘The
addition of Clough & Company
further builds our capability
in Yorkshire and strengthens
Kreston UK’s position which,
as a combined organisation,
would rank as the 11th largest
UK firm.’

Merrill Lynch International
has been fined £13.3m by the
Financial Conduct Authority
(FCA) for reporting failures.
The bank wrongly reported
35 million transactions and
completely failed to report
more than 120,000 others.
The fine is the largest yet
by the FCA for transaction
reporting failures, reflecting,
says the FCA, ‘the severity of
[Merrill Lynch International’s]
misconduct, failure to
adequately address the root
causes over several years
despite substantial FCA
guidance to the industry and
a poor history of transaction
reporting compliance’.

KPMG apprenticeships

Water shortage ‘major business risk’

offers 110 places in the
Birmingham, Bristol, Leeds,
Glasgow, London and
Manchester offices and starts
in September.

KPMG has launched a new
apprenticeship scheme,
KPMG360°, to recruit and
develop a new generation
of business advisers from a
variety of backgrounds. Using
the government’s Trailblazer
Apprenticeship Standards,
KPMG360° will offer school
and college leavers a fulltime role with practical
experience, a competitive
salary and the chance to
work towards professional
qualifications. The scheme

PFI sector ‘healthy’
There is no significant
increase in the credit risk for
UK hospital Private Finance
Initiative (PFI) projects, despite
the renegotiation of a few
contracts, says a report from
Moody’s Investors Services.
Kunal Govindia, author of
Stringent NHS Trust actions
in some PFI transactions are
not a sector wide concern,
said: ‘A few PFI issuers have

Roundup | News

experienced material credit
deterioration following
stringent action by the
procuring [NHS health] trust.
However, the credit impact will
be minimal for the sector as
a whole because most trusts
have taken a collaborative
approach and worked with
the PFI company to resolve
shortfalls.’

Coastal areas hit hard
While personal insolvency
numbers have fallen
substantially since the end of
the recession in London and
the South East, they have risen
in other regions, including the
North East, North West and
Wales, says Moore Stephens.
‘These are areas which, in
particular, continue to feel
the impact of austerity cuts
hitting public sector workers,’
says the firm. ‘Coastal areas,
when measured by personal
insolvencies, appear to be
losing their struggle, with
eight of the 10 areas that have
seen the biggest increases in
insolvency rates being in the
coastal economy.’

Climate risk to pensions
Some 27 UK pension funds
are rated as the most overexposed to climate risk
globally, according to analysis
conducted by the Asset
Owners Disclosure Project.
It says that only a minority of
funds are investing heavily in
low-carbon projects. Nearly
half of the funds surveyed do
nothing to protect investments
under their stewardship from
the threat of climate change.

Mapping IR
The International Integrated
Reporting Council (IIRC)
has launched the Corporate
Reporting Dialogue, bringing
together eight leading
corporate reporting bodies
including the International
Accounting Standards Board
(IASB) and the Financial
Accounting Standards Board
(FASB). These have jointly

agreed a simplified and
codified reporting framework,
published as integrated
reporting’s ‘landscape map’.
Paul Druckman, CEO of the
IIRC, says: ‘This map will help
clarify integrated reporting
in the context of broader
reporting requirements and
also prove a powerful first
step towards better dialogue
between the most prominent
organisations in the corporate
reporting field.’
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What global leaders earn
As David Cameron returns to Number 10, we reproduce
research published in Gulf News in April on what global
leaders earn. According to the report, Singapore’s prime
minister Lee Hsien Loong is the most highly paid head of
state in the world, earning more than the leaders of France,
Germany, Italy, Japan and the UK combined – even after
a pay cut in 2013. In second place is US president Barack
Obama. At the bottom are the leaders of China and India –
two of the world’s fastest growing economies.

Tesco sees record loss
Tesco has admitted that its
past overstatements of profits
were larger than previously
disclosed. It has now reported
£7bn of writedowns and
charges, including a £4.7bn
reduction in the value of its
property assets. These led to a
pre-tax loss in the year ending
February 2015 of £6.4bn – the
worst in the company’s history
and one of the largest ever
reported by a UK company.
Meanwhile, Tesco has
completed an audit tendering
process and appointed
Deloitte in place of PwC, which
had been its auditor since
1983. It has also appointed
former Kingfisher executive
Bruce Marsh as its finance
director, taking over from Carl
Rogberg who left last year.

Flash crash trader
A British financial trader has
been accused of causing a
‘flash crash’ on Wall Street in
2010. London-based Navinder
Singh Sarao is charged by
the US Department of Justice
with market manipulation, and
commodities and wire fraud. It
is seeking his extradition. He is
accused of manipulating stock
prices by placing massive buy
orders overnight and then
cancelling before trade opens,
thereby pushing down prices
and enabling him to buy at
artificially low prices.

Technology challenge
The biggest challenge
facing the UK’s leading

us$1,700,000 Lee Hsien Loong, Singapore
us$400,000 Barack Obama, US
us$260,000 Stephen Harper, Canada
us$234,000 Angela Merkel, Germany
us$223,000 Jacob Zuma, South Africa
us$214,000 David Cameron, UK
us$202,700 Shinzo Abe, Japan
us$194,300 François Hollande, France
us$136,000 Vladimir Putin, Russia
us$124,600 Matteo Renzi, Italy
us$30,300 Narendra Modi, India
us$22,000 Xi Jinping, China

inhouse finance teams in
2015 is getting to grips with
technology, according to
a survey by accountancy
exhibition firm Accountex.
The research, which covered
suppliers representing

4,000 inhouse finance
teams, found that the
four biggest challenges facing
the teams were:
better use of technology to
reduce manual processes
(mentioned by 84% of

*

»
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FTSE 100 tax rates fall
The average effective tax rate (the amount of tax charged
against profits by a company globally, as a percentage
of its overall profits) paid by FTSE 100 companies has
resumed its downward slide, dropping to just 23.1%
of profits last year, down from 25.9% the year before,
according to research by UHY Hacker Young. Apart from a
brief spike in 2013, effective average tax rates for FTSE 100
firms have been in long-term decline, falling from 35.8%
in 2009. The main corporation tax rate has been cut from
28% in 2008/2010 to 20% this year.
According to HMRC figures, in total £40.7bn was raised
in corporation tax in 2014, while approximately £109.4bn
was raised through VAT.
There is significant variation in the effective tax rate
FTSE 100 companies pay, with some paying less than
1%, rising to more than 60% for others. The sectors with
the highest average effective tax rates are oil and gas at
39.2%, banks at 35.5% and resources companies at 30.9%.
40
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Read carefully
Auditors need to thoroughly
read clients’ annual reports
given the greater investor
focus on qualitative
disclosures, the International
Auditing and Assurance
Standards Board has stressed.
The IAASB’s new audit
standard ISA 720 aims to clarify
auditors’ responsibilities in
relation to ‘other information’
provided by companies to
investors. ‘It is in the public
interest that an auditor
undertakes an “intelligent
read” of an annual report, in
the context of the knowledge
obtained in the audit, and
perform certain procedures to
ensure the annual report is not
materially inconsistent with the
audited financial statements,’
explains Professor Arnold
Schilder, IAASB chairman.

Med is ‘top destination’

30.1%

30

culture within KPMG that
promotes integrity, high
performance, and diversity
and inclusion.’

2011

respondents)
achieving more with fewer
resources (81% saw this as
a major challenge, while
18% saw it as the single
biggest challenge, more
than for any other option)
data security (81%)
better use of the cloud
(72%).

Female CEO for KPMG
KPMG has followed Deloitte
by electing a woman CEO for
its US firm for the first time.
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2012

2013

2014

Lynne Doughtie becomes
CEO and chairman for five
years from 1 July. She currently
leads KPMG’s advisory
practice. Doughtie succeeds
John Veihmeyer, who has
been US CEO and chairman
since 2010 and will continue
in his other role as global
chairman. Veihmeyer said
of his successor: ‘Lynne
has been a key member
of our management team
during a period in which
we have built a strong

The ‘greater Mediterranean
region’ has become one of
the world’s most attractive
destinations for foreign direct
investment (FDI), according
to EY’s BaroMed 2015 – The
Next Opportunity report. In
2013 the region, defined by
EY as including the Middle
East and the Gulf states,
outperformed China in
attracting $86bn of greenfield
FDI. Global companies have
been attracted by growth and
investment opportunities, plus
improvements to available
skills and infrastructure.

Investors wary of hacking
Institutional investors are
wary of putting money
into businesses that have
suffered hacking attacks, a
survey by KPMG has found.
The survey, of 133 major
global institutional investors,
found that 79% would be
discouraged from investing in a
business that had been hacked.

Malcolm Marshall, global
leader of KPMG’s cybersecurity
practice and a partner with
the UK firm, says: ‘Investors
see data breaches as a threat
to a company’s material
value and feel discouraged in
investing in a business that has
had its sensitive information
compromised.’

Tax avoidance hits $82bn
Large corporations around
the world are avoiding at
least $82bn a year in tax
liabilities through the use of
tax havens and other artificial
tax avoidance strategies,
according to analysis of
1,500 large listed companies’
reports conducted by MSCI.
Healthcare and technology
companies are particularly
likely to use avoidance
strategies, said MSCI. Almost
40% of companies in the
MSCI World Index that
were domiciled in countries
criticised for lax attitudes to
tax requirements – including
Luxembourg, Ireland and
Bermuda – were found to have
‘tax gaps’ between what might
be expected to be paid in
tax based on their profits and
what was actually paid.

Staff get stake in firm
Grant Thornton UK has
become the first major
accountancy firm to consult all
its employees on a model for
shared enterprise, which will
see all 4,500 of them have a
say and a stake in the firm. Last
week 99% of the company’s
185 partners backed a
proposal by the leadership
team, led by CEO-elect Sacha
Romanovitch, to launch the
consultation. Romanovitch
said: ‘My ambition is for all of
our people to have a stake in
Grant Thornton becoming the
go-to firm for growth. The only
way we can fully harness the
potential of all our people is
through shared enterprise.’ ■
Compiled by Paul Gosling,
journalist
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‘We have come
a long way;
sometimes public
opinion takes
time to catch up.
You keep going
and you bring
people with you’
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The business man

100 Group chair and GSK finance chief Simon Dingemans explains why he is passionate
about promoting the needs of CFOs and big business in shaping the UK economy

S

imon Dingemans admits that the voice of the CFO or FD
can be fragmented. As chairman of the 100 Group (as
well as having the day job of being CFO of multinational
pharmaceutical giant GSK), he is trying to change that. ‘The
contribution business makes to society, to the economy
and to the UK’s business objectives is not as well heard as
it might be,’ he says. ‘Our voice on the financial priorities
tends to be notched down in the overall debate. However,
if we can put in some facts and figures, we can have a more
substantive discussion.’
The 100 Group has represented the CFOs of the largest
companies in the UK for many years. With the objective of
supporting and driving the UK as a competitive place to do
business, it also strives to give a stronger and more coherent
voice to business, particularly at this time when the contribution
of big business is not as well heard as it might be.
One example of the contribution the 100 Group can make is its
Total Tax Contribution (TTC) survey, which has just completed its
tenth year. The survey, which ‘has a good database that tracks where
tax revenues from business come from’, shows that the contribution
of big business to the economy has been growing (see box).
Dingemans hopes that bringing some facts to the discussion,
as opposed to the rhetoric, can contribute balance. ‘That
balance shows the number of people big companies employ, the
tax they contribute, the significant investment they make that will
eventually create the wealth that can be applied to the priorities
of the government of the day.
‘We are not trying to change the legislative agenda or the
priorities of any particular part of government or the political
establishment,’ he continues. ‘We are trying to ensure people
understand what big business does and how it contributes, while
listening to how big business can do this in a more effective way.’
If government wants tax revenues from big business, then
Dingemans points out that big business is clear about what
it requires from government: ‘Clear, visible, stable priorities.
Business is investing over the longer term; if the rules keep
changing, it is difficult to do that in a consistent way. For instance,
a business like GSK is investing with a 30-year time horizon.
Whether it is the Patent Box [the tax regime for intellectual
property revenue], capital allowances or business rates that keep
changing, it is very hard to predict what returns you are going to
make. Instability undermines people’s confidence to invest, which
ultimately drives employment and economic growth.’
From an international perspective, Dingemans says that the
100 Group is clear that it supports the OECD’s refresh of the tax
model convention; but again he emphasises the need to do so

Total Tax Contribution survey
The total tax contributed by the 100 companies surveyed
has been rising over the past few years; the £1bn tax and
the tax collected (note collections) is 14% of the total
monies entering into government coffers.
Dingemans says: ‘The important point is that
corporation tax is falling because government policy is
to reduce corporate tax rates to stimulate investment,
which then generates jobs and so employment taxes are
generated. The total is what matters, not the individual
components.’
See Total Tax Contribution survey at tinyurl.com/
msvu9z4

in a coherent and joined up way. ‘We are not comfortable when
national governments go off and do individual things. When bits
of the world go off in an independent and disconnected way,
there are often knock-on, unintended consequences elsewhere.’
A key tenet of the OECD process has been to update its
framework, but in a series of steps where everyone moves
together. ‘That is what we prefer, and the process so far seems to
be delivering broadly if not completely,’ says Dingemans.
In responding to the criticisms of big business over issues
such as tax paid, Dingemans is clear: ‘There are obviously
different points of view, but nothing detracts from the fact that
big business should pay its fair share in a consistent way within
the rules and policies that the government has set out. The
100 Group is aligned to that priority. All of our members are
supportive of that principle.’

Engaging with government
This is why the 100 Group is engaging with government over
legislation such as the Diverted Profits Tax currently being
introduced. ‘We want it to be effective and manageable in how
it is delivered. We see the detail as well as big picture. This is
where business can make sure the objective is delivered.’
He believes FDs should be at the centre of conversations on
controversial issues and equally should be accountable. ‘If you
are the CFO of a big business, you should expect scrutiny,’ he
says. ‘It is important to respond to that scrutiny with transparency
– that your accounts are clear and people can understand what
you are doing.’ For that reason, he supports the changes in
narrative reporting and the strategic overlay of annual reports

»
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CFO vs accountant

2011-present

Chief financial officer, member
of the board and corporate
executive team, GSK

1995

CV

Joins as head of UK investment
banking and later becomes leader of the European
mergers and acquisitions business, Goldman Sachs

1986

Joins investment bank SG Warburg, becoming one of its
youngest ever directors in 1994

1985

Graduates from Oxford University with a Masters
in Geography

The 100 Group

*
*
*
*
*

Members of the 100 Group are FDs of FTSE 100 and
other large UK private companies.
The companies from which its members are drawn
account for almost 90% of the market capitalisation
of the FTSE 100, collectively employ over 7% of the
UK workforce and, in 2014, paid or generated, taxes
equivalent to 14% of total UK government receipts.
As well as its main committee, the 100 Group has
financial reporting, tax, pensions, investor relations
and markets committees.
The website gives dates of meetings and links to
documents such as the Total Tax and the Wider
Economic Contribution Survey and the Annual Review.
The group was started in 1975 as The 100 Group of
Chartered Accountants; membership was restricted
to the finance role in 1988 and the name changed.

explaining key drivers and how the business operates.
‘Where big business does not do itself any favours is where
it is not transparent. We have come a long way in the last few
years; sometimes public opinion takes time to catch up. You
keep going and you bring people with you.’
The 100 Group, says Dingemans, is only as good as the
contribution its members make. ‘I am trying to get more
involvement and more participation from our membership. We’re
small in terms of infrastructure; we’re not the CBI. We contribute
rather than trying to run an agenda all by ourselves.’
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As a former banker, Dingemans brings his own experience to
bear on the 100 Group. When ACCA politely noted Dingemans’
banking rather than accounting background, he responded:
‘If the question is: “Do you need to be an accountant to be
a CFO?”, I would clearly argue you don’t. It is a question of
what you want the role to be. You see this broadly across the
100 Group, where the role of the CFO has become much more
strategic and a partner to the business. Perhaps historically it
has been more of a controlling/reporting function. And there
are plenty of companies where that is appropriate and adequate
for what they want. Increasingly, CEOs are looking for more of a
partnership with their CFOs, and that brings a requirement for a
broader and more engaged skillset and approach.’
Dingemans says his background allows a different range of skills
to be brought to bear on running the finances of the company in
support of the group’s overall strategy. He explains that in his initial
discussion with GSK, CEO Andrew Witty said he wanted a different
finance function and a CFO who would help him drive the strategy,
including simplifying the company’s operations. Dingemans says
that he has focused on the operational agenda and that his outside
experience has helped him to challenge the way things are done.
The pharmaceutical industry has traditionally operated in highgrowth, profitable markets with the focus on R&D. Less attention
has been given to cost structures and running the business.
‘We have to manage our profitability, margin and cost
structure in ways that would be more familiar to consumer
businesses,’ says Dingemans. ‘How do we turn this machine
faster, becoming more responsive to our patients and having
shorter supply chains, better procurement and better working
capital? It is complex. I can bring lessons from other types of
companies on what “good” looks like.’
Formerly with Goldman Sachs, he says he doesn’t miss the
banking and indeed in 10 of the last 25 years, he says, he has
really enjoyed working with the same clients over time as part
of their inner team. ‘As a banker you worked on a transaction
and then went on to the next, but I wanted to follow through.
Coming here, there has been the chance to make significant
change and improve what we do.’
He says both Goldman Sachs and GSK have a collegiate
approach to working and people are motivated by what those
businesses do, but within GSK there is a far broader range of
businesses. On his arrival at GSK in early 2011, Dingemans
investigated whether the financial operations were aligned with
the strategic objectives. ‘The GSK finance function had been
very strong in controlling and reporting, but it did not engage or
partner with the business except in isolated examples.
‘I deliberately restructured the finance organisation to create
two halves: a more dedicated partnering team that works closely
with the business, offering a different mix of skills, more able to
make better decisions in a challenging environment.’
The second half, of course, is the accounting. ‘At the same
time, how do you do the controlling and reporting in a more
efficient way? We have therefore invested in new systems and
standardised processes.’
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Historically GSK was a regionally led organisation with country
organisations taking precedence and that is still important.
However, says Dingemans, if processes are the same across
all countries, controls are more effective and efficient, and
transactions are more efficient, enabling performance to be
tracked more readily. And all that helps partnering with the
business and allowing for easier integration of acquisitions.
‘Andrew wanted me to bring some demands for performance,
but do it in a way that was consistent with GSK’s values.’

Reshaping the porfolio
As CFO, Dingemans has overseen a series of restructuring
programmes designed to increase efficiency, reduce cost and
to make the business cost base more flexible. ‘Flexibility is as
important as efficiency,’ he says. ‘We are able to move the cost
base around more easily. We have had a new pipeline to launch
and old products rolling off. We have needed to take resource
from old products to new, which has been easier because of the
restructuring. We have moved 20,000 to 30,000 of our headcount
from developed to emerging markets and similar numbers from
pharma to vaccine, thus reshaping the portfolio.’
That restructuring seems to have paid dividends, literally.
Since 2008, GSK has returned £33bn to shareholders in dividends
and buybacks. Dingemans has looked at managing the balance
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sheet more efficiently, having leverage on the balance sheet
to drive equity returns, while protecting bond holders and
stakeholders on the credit side.
He is constantly benchmarking whether to invest or pay
returns to shareholders: looking at cashflow return on investment.
‘That did not exist before I got here; we did not have consistent
metrics across the business. When you have pharma, vaccines
and consumers, you have to be able to sit in the centre and ask
where you want to put £1 of capital? And you have to benchmark
returns in a consistent way. It is deliberately simple to ensure you
don’t get tangled up in the specifics of each of the businesses.
And you want the businesses to understand the rules so they can
see if they are likely to get the investment.’
He talks of financial architecture creating a set of financial
priorities: drive sales growth; put leverage through the
profit and loss; drive earnings per share faster than sales
growth; convert those earnings to cash to reinvest or return
to shareholders. ‘Now it has been in place four or five years,
everyone understands. In the past we were rightly, but probably
too heavily, focused on growth as the first priority, without
necessarily asking about what the return from that growth was.
We now have that much more balanced.’ ■
Peter Williams, journalist
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Vital signs

After years of decline, the eurozone’s economy is showing signs of revival. But does
the tentative recovery have the potential to turn into sustainable growth?

T

he eurozone had started to seem like something of
a lost cause in recent years. The 16-year-old currency
union had become a byword for political crisis and
economic stagnation. While Britain and the US rebounded
smartly from the 2008 downturn, the region has continued to
flirt with recession – with output shrinking in both 2012 and
2013. The zone has also been plagued by recurring bouts of
investor anxiety over excessive government debt in the likes
of Italy, Spain, Portugal and Greece. Such market jitters have
at times been so extreme as to threaten the very existence of
the currency union.
But over the past few months much of this gloom has started
to lift. For the first time in years, growth expectations have
started to improve. Eurozone equities soared in the year to midApril, with markets in France, Germany, the Netherlands and Italy
all surging by more than 20%. That has far outpaced America’s
S&P 500 index, which rose just 2% over the same period.
The main questions economists are asking is whether the
eurozone is likely to last. More importantly, can the recovery turn
into a fully ﬂedged economic renaissance? ‘Even the eurozone at
a sprint typically runs slower than the US and UK,’ says Jonathan
Loynes, chief European analyst at Capital Economics. ‘There are
still major obstacles to growth in many European economies that
their Anglo-Saxon rivals dismantled long ago. There is a lot of
ground that the zone needs to make up.’
The first mystery is why sentiment has recovered so quickly.
For a start, the zone is one of the world’s main beneficiaries
of cheaper oil. ‘The plunge in the oil price over the past nine
months has been a real stroke of luck
for the eurozone,’ says Win Thin, a
global strategist at Brown Brothers in
New York. The zone is a massive net
importer of crude, consuming about
3.5 billion barrels of oil in 2013 yet
producing almost nothing within the
zone. The largest European pumpers,
Britain and Norway, are not part of
the currency union. And the only oil
producer that BP deems worth listing in
its annual statistical review is Italy, with
an output of just 115,600 barrels a day
or 42 million per year – equivalent to
only 1.2% of eurozone demand.
The upshot is that the slide in the
oil price – from an average of around
US$100 a barrel in September 2014 to

an average of US$55 so far in 2015 – delivers a financial boost
equivalent to nearly 1% of eurozone GDP or roughly €80bn. To
put that in perspective, it’s equal to the entire annual economic
output of the zone’s four smallest members – Malta, Cyprus,
Estonia and Latvia. This may even understate the advantage,
since cheaper crude has also dragged down the price of natural
gas, which is used in electricity production and home heating.

Banks play their part
There is more to the eurozone recovery than a favourable move
in commodity markets. The European Central Bank has also
done its part. On 22 January the zone’s monetary policy body
finally announced a US$1.1 trillion programme of bond-buying
– or quantitative easing (QE) – designed to drive down interest
rates and chase investors into riskier assets such as equities or
high-yield bonds. Expectations that the ECB was set to take this
step had already started to work its magic, pushing the euro
roughly 20% lower against the dollar since May 2014. The tradeweighted fall, which takes the currency’s slide against a broader
range of commercial partners, has been about 10%.
This boosts both the economy and corporate earnings. One
result has been to make the zone’s exports cheaper in foreign
markets. That helps explain why sales of eurozone goods
climbed by around 8% in the first 10 months of 2014 with the
zone’s three top trading partners – Britain, the US and China. For
companies that decide not to chase the market, the outcome is
higher profit margins.
The zone’s large listed companies derive around half of their
revenues from outside the region,
so in theory a 10% slide in the tradeweighted fall should boost earnings by
roughly 5%. Of course, many eurozone
companies have put in place a natural
currency hedge – shifting costs to the
nations in which their sales are made.
For example, more than two-thirds of
the workforce of French firms listed on
France’s CAC 40 exchange were based
abroad in 2012. But a lucky few, such as
winemaker Château Latour, incur almost
all of their costs in euros and gain most
of their revenue outside the zone.
QE also produces a clear ﬁnancial
boost. The European Central Bank
(ECB) is currently buying €60bn of
bonds a month, about three times

‘The ﬂipside of
declining yields
is rising prices
for government
bonds – delivering
capital gains for
existing holders’
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more than eurozone governments are issuing.
is Citibank’s Citi Economic Surprise Index, which
▲Shining bright
This has sharply depressed the yields on
reflects whether economic data releases surpass
The euro symbol stands
government bonds. By mid-April, the yield
or disappoint analysts’ expectations. This index
outside the European
on the 10-year German bond had fallen to a
jumped from minus 57 in October 2014 to plus
Central Bank in Frankfurt
record low, under 0.1%. Remarkably, a third of
55 in April. Meanwhile, consumers appear to
am Main in Germany.
eurozone sovereign bonds now carried negative
be spending the windfall savings from cheaper
Can the future of the
rates – meaning that investors had to pay
energy prices. Even notoriously frugal German
eurozone be said to be
governments for the privilege of lending them
citizens have been loosening their ﬁnancial
as bright?
money. ‘This provides a huge shot in the arm to
belts, with retail sales climbing 3.6% in the year
ﬁnancial assets,’ explains Thin. ‘The ﬂipside of declining yields is
to February. That capped the fastest three-month surge since
rising prices for government bonds – delivering capital gains
the early 1990s. Spanish retail sales surged by 4.1% in January,
for existing holders.’ In addition, the ultra-low yield on riskthe sixth consecutive monthly increase. The improvement in the
free assets encourages investors to divert any new investment
labour market adds to conﬁdence that this spending spree will
flows into more remunerative assets, including equities and
continue. Unemployment declined to 11.3% in February – the
riskier corporate bonds. ‘This can have a positive wealth effect
lowest since May 2012 – and appears on track to fall to 10%
too, increasing the net worth of existing owners of these shares
by 2016.
and bonds, potentially making them more willing to spend,’
But it also makes sense to put the upswing in perspective.
says Thin.
‘Before we get carried away, we should remember that this is
a recovery not a renaissance,’ says Gregory Claeys, a research
Trickle-down
fellow at Bruegel, a Brussels-based thinktank. ‘There is a great
There are plenty of early signs that this potent cocktail of cheap
deal of difference between a cyclical recovery and a longer-term
oil, currency depreciation and booming asset markets is feeding
increase in the sustainable rate of economic growth.’ Put in a
through to the real economy. One of the best measures of this
global context, the eurozone upswing still looks pretty meagre.

»
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◄ Fuelling the
zone
An oil platform off the
south-eastern coast of
Sicily. The plunge in the
oil price over the past nine
months has benefited
the eurozone

The consensus forecast for eurozone GDP growth in 2015 was
1.3% as of mid-April. That is still half the 2.6% forecast for the UK
and still further behind the 2.9% expansion expected from the US.
‘To a certain extent, the euphoria over the zone has been a sign
of just how shrivelled expectations had become,’ says Stephen
Webster, the European economist at consultancy 4Cast. ‘Nobody
would get at all excited about growth rates of close to 1% if the
eurozone were a normal economy.’
Economists also point out that it is easier
to look good if GDP is coming from such
a low base. Even after the latest pick up,
eurozone GDP is still about 2% smaller
in real terms than at its pre-crisis peak in
early 2008. By contrast, US output is 9%
higher now than its pre-crisis peak.

Less flexible
Nor have the well-known structural
limitations of many eurozone
economies been removed. Labour
markets are typically less ﬂexible,
making it harder for ﬁrms to ﬁre
staff – and therefore more reluctant
to hire them. Certainly industries
or professions enjoy a degree of
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protection that renders
them uncompetitive
and raises prices for
consumers.
‘Reforms are
happening, but at such
a slow pace that it is
hard to generate much
enthusiasm,’ says Claeys.
‘Greece, France and
Portugal have all been
taking some baby steps.
But we have not seen
anything close to the
explosive reform spree
enacted by Margaret
Thatcher in the UK.’
Spain has been one of
the few countries to win
widespread praise for
its efforts to improve
productivity. The nation accounts for only about 10% of the
zone’s output. As a result, few economists believe the overall
eurozone potential growth rate – the pace of expansion that can
be sustained without sparking inflation – has improved.
There are even some threats to the cyclical upswing – notably
the possibility that Greek debt negotiations will fail, leading the
nation to exit the currency union. ‘That would set the precedent
that nations can leave, potentially
generating some economically
disruptive market volatility,’ says
Webster. ‘The market has so far been a
little too sanguine about this risk.’
But more economists take the view
that we should be grateful for small
mercies. The eurozone economy at
least appears out of the danger zone.
‘A few years of relatively steady growth
will also give the zone’s nations the
opportunity to upgrade the supply
sides of their economies,’ says Claeys.
‘Whether they will seize this chance is
harder to say.’ ■

‘A few years of
relatively steady
growth will give
the zone’s nations
the opportunity
to upgrade the
supply sides of
their economies’

Christopher Fitzgerald and Fernando
Florez, journalists
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The view from

Flora Ruffin FCCA, finance business partner, British Airways,
and globetrotter
work with various departments, helping
them control spending, set financial plans
and meet demanding targets. It is like
being part of a small airline and I like to
have an overall view of the business.
Line-managing a small team – including
two offshore – has been a learning
curve. Two years ago we started to
outsource transactional activity to India.
We’ve faced challenges such as language
barriers and staff turnover, but I forged a
strong working relationship with the team
leader. By focusing on a smooth process
map and being open and trustworthy, we
now have everything working smoothly.

Snapshot: hospitality
and leisure
The hospitality and leisure sector is
both familiar and highly dynamic,
with plenty of established brands
and lots of room for innovation.
It is currently seeing modest
if uneven growth. Increased
disposable income opens up the
possibility of bigger ticket purchases,
so outlets and destinations that
benefited from the ‘staycationing’
trend during the downturn may
struggle to maintain market share.
Regulation is everywhere in
hospitality and leisure, from tax
to employment, and its familiarity
means that the sector is also
very affected by trends in public
sentiment. The current focus
on health issues, for instance,
makes businesses operating with
a licence to sell alcohol open to
scrutiny, in addition to regulatory
and tax issues. However, as a mass
employer, the industry remains a
powerful lobbying force.
As a place to work, this sector is
attractive to younger people but it is
also an industry that likes to hold on
to its employees. Businesses need
finance professionals with strong
analytical skills and commercial
awareness who can make very large
volumes of data meaningful and
who can match the pace of change.
Barely any part of this sector remains
the same as it was 20 years ago,
with technology and social media
particularly important features.
Simon Haydn-Jones, leisure audit
partner, KPMG
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I didn’t plan to be an accountant. At
school I wasn’t sure what career to go
into. But I was always a numbers person
– it felt natural to go into this type of work.
Early roles have given me a broad set
of skills. Working in audit for PwC in
Luxembourg and as a financial accountant
at Société Générale in London has helped
develop many of the skills I’m looking for.
I found audit quite formal and backwardlooking but it instilled good working
practices in me.
My move into the travel industry to
join British Airways came about by
luck. I wasn’t job hunting, but when
I heard about this role I was really
interested. I support BA’s Gatwick
business unit. The role is great because I

The business
collectively has
been set ambitious
cost targets,
and my team
relishes helping it
meet these

The airline industry is extremely
competitive, with a constant focus
on the bottom line. The business sets
us many challenges around how we can
reduce our cost base. We analyse many
trends and are often asked to analyse our
future trends. The business collectively
has been set ambitious cost targets, and
my team relishes helping it meet these.
British Airways and Iberia are owned
by parent company IAG. I joined BA
nearly five years ago in a role in the
operations division when IAG was set up.
I was involved with the synergy project
to drive and track synergy benefits
across airports where both Iberia and
BA operate. Working with colleagues at
Iberia proved interesting – for instance,
we were able to compare ground
handling costs and help renegotiate
existing terms with suppliers.
Having the ACCA Qualification is like
a passport. It really opened the door
to joining a big company. I also benefit
from ACCA’s research reports, with recent
reports on pathways to CFO and 100
drivers of change particularly useful.
My ambitions include travelling and
working across other continents. Away
from work, I take full advantage of BA’s
travel perks. I love travelling! I particularly
enjoyed a recent visit to Rio de Janeiro. ■
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Culture vultures

Corporate culture is quite the buzzword, and now internal auditors are being put
forward as the right people to bring some rigour to cultural audit
Since the financial crisis, scrutiny of
behaviour within the business world
has continued to grow. Regulators have
striven to put rules and mechanisms
in place to head off corporate and
reporting failures. Yet high-profile
public and private sector organisations,
from the NHS to Tesco and the Cooperative Bank, have still taken hits to
their reputation. ‘We are very much still
in a world where there is a lack of trust
between the corporate world and the
public,’ says Ewan Willars, director of
public policy at ACCA.
With the Financial Reporting Council’s
revisions to the Combined Code, the

importance of corporate culture is now
firmly under the microscope. ACCA’s own
work in this area includes a joint research
project with the UK’s Economic and Social
Research Council encompassing a CFO
survey, literature review and numerous
roundtables. One view that echoes across
research by ACCA and ESRC, Culture
and channelling corporate behaviour,
is that when organisations take steps
to set, measure and assess their culture
and values, they need an approach that
works across the organisation – one that
doesn’t encumber it unnecessarily. ‘There
is an argument that rules are part of the
problem,’ says Willars.
This new focus on assessing corporate
culture puts internal auditors firmly in
the frame. Speaking at a conference in
April entitled ‘Auditing culture: Exploring
culture outside the Petri dish’ organised
and attended by members of ACCA UK’s
Internal Audit Network, Philippa Foster
Back, director of the Institute of Business
Ethics, argued that analysing corporate
culture is a natural extension of the work
of the internal audit function. ‘Internal
audit has the capacity to go into every
part of the organisation and to impose a
rigour to cultural audit – one that will be
beneficial to the organisation,’ she said.
The issue of how companies set about
auditing culture has been a particular
focus of Barclays Internal Audit in the
last two years, says its director of internal
audit, Toby Whinnett.
Incoming Barclays CEO Antony
Jenkins has put embedding a clear set
of values front and centre across the
entire company. Barclays has also focused
on measuring business and individual
performance against those values.
The internal audit function has
developed tools to support a value-based
performance assessment, Whinnett
explains. ‘Historically, we have formed an
opinion around how well management
mitigates inherent risk.’ To support
embedding the right culture, Barclays
Internal Audit has begun measuring
management’s approach to managing
risk. This has proved powerful in providing

senior management with a view on risk
and control culture across the group.
There is a simple scoring system for
assessments of risk and control culture –
performance is rated as satisfactory or less
than satisfactory. This will evolve as the
assessment process matures. However:
‘This really drove matters and got people’s
attention,’ says Whinnett.
Agreeing on a definition of culture and
an approach for assessing how it interacts
with behaviour, risk awareness and
performance is a challenge, says Willars.
What is more, any clear-sighted
assessment of culture needs to take into
account that it may be uneven throughout
the organisation. ‘It is more than the
tone at the top, middle and bottom,’
says Lindsay Dart, managing director at
internal audit and risk assurance company
Protiviti. It is more to do with whether
cultural values and assertions from the
top are communicated and lived up to
throughout the organisation. ‘It’s about
how you behave in order to survive; how
people behave when no one is watching.’
To capture that, Dart advocates using
an established methodology for auditing
culture, such as the Denison Model (see
link below). ‘Unless you measure it, you
can’t possibly manage it,’ he says.
But if corporate values are to be
meaningful and measurable, those values
themselves need to be specific and
tangible, says Mark Dury, senior manager,
culture and risk assurance at PwC. ‘If
you are setting corporate values, you
will need to be clear what they actually
mean for an employee as an individual.
Evaluating whether values and behaviours
are aligned is more straightforward as a
result,’ he says. ‘It is much more tangible
than discussing the good or the bad.’ ■
For more information:
Read Culture and channelling
corporate behaviour at
www.accaglobal.com/ab/189
See webcasts from the ‘Auditing
culture’ event at tinyurl.com/psjw2bp
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The secret volunteer

If corporate volunteering is to really make a difference, businesses should stop using it
as a tool of employee coercion and cease with the trumpet fanfare, says Peter Williams

Peter Williams is an
accountant and journalist
Let me introduce you to an oxymoron,
which sadly looks set to gain
traction: corporate volunteering.
HR professionals – especially those
in big corporates – seem to like
the idea. Corporate volunteering is
where employers enable employees
to work on charitable or community
projects. Research by professional
body the CIPD suggests that 39% of
large organisations already offer paid
time for their employees to take part
in volunteering opportunities, with
another 23% offering unpaid time off
to get out there and do something.
Corporates see benefits in such
programmes – for themselves. Employers
recognise that working in such a capacity
develops the individuals in a way that
they can then plough back into their paid
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employment; the three skills that are likely
to benefit are teamwork, communication
and an understanding of the community.
At the same time, the community benefits
from the volunteers’ efforts and the
business builds local links.
So that’s all good, then. Well, no. From
an employee perspective, they may simply
not want to volunteer. Or they may want
to do so on projects that their employer
does not deem worthy. You could argue
they are under no pressure, but would that
really be true if the rest of the team were
trooping off to scrub graffiti or read to
children in a nearby primary school?
The CIPD research notes with
disappointment that ‘only 39% claim that
volunteering is formally embedded into
staff development or engagement plans’.
Suddenly that sounds less like a joint

venture between employee and employer
doing something worthwhile and more
like a career-limiting decision if you say no.
And does volunteering really benefit
the local community? The last government
suggested that employees could have
the right to three paid volunteering days,
an idea warmly welcomed by NCVO, a
body that speaks for the voluntary sector.
But much volunteering is more than just
doing something for a few days; it is about
building a relationship over a longer period
and in a less straightforward timeframe
than in a single dollop. Even a short-term
assignment requires training, especially if
it involves working with people rather than
slapping paint on a village hall.
Let’s be clear: charitable work is a
crucial element in the life of human
beings, which is a positive force for good
and can have life-enhancing results for
all concerned. Perhaps you can see the
upside for charities; corporate volunteers
may be moved, enthused and challenged
to become ordinary volunteers. But
volunteering is already deeply embedded
in British culture; a Cabinet Office survey
in 2013-2014 says that 74% of us had
volunteered at least once in the last 12
months, a figure that is pretty steady since
the turn of the century.
However, if naysayers like me are to
be proved wrong and greater corporate
involvement could make a real difference,
then let’s issue a challenge to businesses:
if you embrace corporate volunteering,
decorporatise it. In other words, do it
for its own sake; don’t use it as a tool
to improve business reputation, either
internally or externally. Don’t make
employees feel compelled to join in, so
keep it off the appraisal tick list and, more
crucially, don’t market it beyond telling
employees what is available.
So, no press releases; no publicising
joint ventures between you and third
parties that you think makes you look
good; no websites with pictures of happy
employees in ill-fitting corporate t-shirts;
no thanking people for their help, thereby
drawing attention to yourself; no social
media or TV ads. Just do it. ■
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Too soft on SMEs

Wrapping SMEs in financial disclosure cotton wool does them no favours in the long run
if they have access to outside capital and have ambitions to grow, says Jane Fuller
The following two statements are
contradictory: (a) the burden of
providing financial information, in a form
that is relevant and understandable to
outside investors, is too onerous for
small companies; and (b) the European
Union (EU) needs to move ‘towards
a situation where…SMEs can raise
financing as easily as large companies’.
The quote comes from the European
Commission’s green paper, Building a
Capital Markets Union, on which the
consultation closed last month. The
paper also expresses concern about the
burden of financial reporting on small
and medium-sized enterprises (SMEs) –
but the commission is far from alone in
wanting to coddle the poor little darlings.
Forgive the sarcasm, but every small
business I know is run by at least one
grown-up who can monitor closely the
numbers that tell whether the business is
profitable or not, and whether debt and
other obligations are sustainable. If they
cannot do these things – and convince
those who finance them that they can –
the venture is unlikely to succeed.
Access to outside, non-bank
investment covers debt as well as equity.
The commission rightly points to the
importance of credit scores, which ‘around
75% of owner-managed companies
do not have’, to provide investors
and lenders with information about
creditworthiness. If the resultant loans
are to be securitised, as policymakers
now urge, this information needs to be
rigorous and standardised.
When it comes to more risky equity
investment, however, the bureaucrats
muse about developing an EU accounting
standard for listed SMEs. The implication
is that this would do more than reduce
disclosure requirements for the currently
used International Financial Reporting
Standards – a Trojan horse for EU financial
reporting standards, perhaps?
The inconvenient truth is that investors
like companies that are seeking their
money to report under rigorous accounting
standards, and do not want to worry about
variations between and within countries.

Jane Fuller is a fellow of CFA
UK and serves on the Audit
and Assurance Council of the
Financial Reporting Council
Of course, most small companies are not
publicly listed, but if they need venture
capital funding they will not be allowed to
cut corners on financial disclosure to those
demanding backers. As for the banks,
they have access to plenty of high-quality
information; so does the tax authority.
All this suggests that SMEs have the
information for management, borrowing
and tax purposes, so why baulk at
disclosing it to outside investors without
the same privileged access? The worst
excuse I have heard is that they don’t think
investors read annual reports. Actually,
for smaller companies without full PR and
broker services, these reports are the
primary source of information.
A more plausible excuse is that
entrepreneurs do not have the time to
translate internal information into accounts

for external consumption. Well, that is
what accountancy firms are for – and useful
insights can be gained from professionals
holding up a mirror to the business.
Bear in mind that SMEs are often
simple companies and that investors want
a clear and concise view. Beyond simplified
disclosure requirements, what else might
SMEs be excused from? A clue is provided
by recent amendments to the UK’s
Financial Reporting Standard for Smaller
Entities, prompted by an EU directive on
micro-entities. It lets them off recording
the current value of various assets.
But is historic cost always the most
relevant measure? If an SME needs access
to outside capital and has ambitions to
grow, it would do well to start with good
internal financial information in a form that
will also convince outsiders of its merit. ■

06/2015 Accounting and Business

28

Comment | Robert Bruce

Karma chameleon

What goes around will come around for CFOs if they fail to change their perceived
colours and communicate with investors more effectively, says Robert Bruce

Robert Bruce is an
accountancy commentator
and journalist
The CFO used to have one critical
advantage. They sat at the heart of the
company and its board of directors.
This was seen as logical. They alone
were perceived to have command of
the one skill and discipline that was
seen to either transcend or be vital to
all the rest. They did the numbers. And
the numbers dictated how everything
else worked and how a company could
make its way forward in the future.
So the CFO sat at the heart of a web
within the company and influenced or
controlled every strand that enabled
the company to work.
But now this is subtly changing, in
a subtle realigning of the influences
involved. And it is coming about as a
result of the rise of committee structures
at board level. The success of audit

Accounting and Business 06/2015

Podcast
Hear Robert Bruce’s podcast
on the quiet revolution taking place
in auditor and corporate reporting
at www.accaglobal.com/ab/198

committees has spawned a whole raft
of different board committees. They are
different. Audit committees are there for
oversight. Their successor committees are
more to do with influencing and directing
specific areas of the company.
These committees, dealing with
remuneration, succession-planning, risk,
and so on, are to do with creating policy
or driving it forward. And they are often
providing answers to what outsiders,

investors, regulators, or just simply public
opinion in the broadest sense, are looking
for. This in turn creates a greater credibility
and rationale for the specific committee’s
work. They are not seen as responding to
inside forces, as a CFO so often is, such
as a breakdown in accounting policies,
as happened at Tesco last year. They are
looking at issues of wider concern. And
that gives them more clout.
Audit committees have enormous
influence and rely on a CFO to get things
right. The other committees are often
more independent in the areas of the
business they deal with. The remuneration
committee, for example, has very different
objectives. It needs to look to the long
term. The recent change in remuneration
committee objectives by the Financial
Reporting Council (FRC), a ‘nuanced
change’ as it says, has shifted focus away
from the idea of providing a package
that would retain and motivate directors
and towards the idea that remuneration
should be there as an assist to the
sustainability of the company, its business
model and its strategy. This will change
the issues that have been at the heart of
the concept of the superstar CEO and the
power of the other executive directors.
But the CFO will only be involved from
the standpoint of technical guidance. The
CFO needs to be involved in the setting
of targets, for example, but not much
more. The issue of remuneration, if the
FRC guidance works in creating change,
will be not so much about the figures but
more about the less specific issues of
behaviours, business models and strategy.
The same is true for risk committees,
which have grown to positions of power in
the financial services industry and started
to make inroads as highly influential
players in other companies. They have
created very effective decision-making
powers. And once more CFOs are losing
their controlling influence. CFOs shouldn’t
be losing interest in the field, but their
role now tends to be the providing of
inputs rather than answers.
As a result, CFOs need to get a better
grip on their changing areas of influence.
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Tilting the balance toward investors
This is what Stephen Haddrill, CEO of the Financial Reporting Council,
laid down as policy last November, during a speech at the EY Financial
Reporting Outlook Conference. ‘We have empowered shareholders by
introducing the annual election of directors of FTSE 350 companies into the
Corporate Governance Code and we have introduced the Stewardship Code
to encourage fund managers and others to engage with companies on all
matters of concern. We also strongly welcome the creation of the Investor
Forum to facilitate and stimulate such engagement. We believe engaged
shareholders are a key ingredient of a healthy capital market. We will now be
monitoring closely whether fund managers are implementing the approach to
engagement they committed to in signing up.’

As the work of the board committee
proliferates, CFOs need to be seen to be
on top of this, for their own good as well
as that of the company’s.
A recent survey carried out by ACCA
and the IMA reflects this tension in the
view of the role of the CFO (see also page
41). When CFOs were asked to rank the
most important future CFO relationships,
top of the list was the CEO, followed by
the board, then business heads. All of
these are internal relationships and point
to CFOs concentrating on the importance
of shoring up their role and position of
influence in the corporate pecking order.
Only when you get to the fourth most
important future CFO relationship do
you reach an external group, investors.
This suggests that the usurping of CFO
power is beginning to hurt. Or it may be

that CFOs are just missing the point and
becoming too internally focused.

Disruptive influence
Possibly they need to change direction,
as investors have done. Ever since the
financial crisis investors have gathered
support to reel in remuneration excess.
They have disrupted crucial meetings and
votes on executive pay. But now that is
changing. The current round of company
meetings are seeing fewer remuneration
votes. Institutional investors have begun
to realise they had become too singleminded in the task of changing corporate
attitudes and ensuring that companies
listened to investor concerns. Now they
are putting their efforts into other ways of
bringing their concerns to the companies’
notice and influencing change. They are

paying more attention to the efforts of
audit committees and to commissioning
board effectiveness reviews. They are
listening more to the outputs of the other,
burgeoning, board committees.
The increasing number of board
committees and the way they are linking
up with the needs of institutional investors
is slowly changing the landscape. The
more effective committees are at building
trust, the more it has to be earned. And so,
consequently, they need to demonstrate
ever more trust and credibility. This in turn
gives them more leverage from the point
of view of investor support.
And this is where the CFO is ultimately
in danger of being marginalised. As was
always perceived in the past, CFOs are
fine at the figures, but wanting when it
comes to the softer skills. ■
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Moving experience

ACCA’s new headquarters in London’s Westminster will provide the mix of heritage
and modernity that defines the brand, says ACCA president Anthony Harbinson

You should, by now, have heard about
ACCA’s plans to relocate its London
headquarters from its current home in
Lincoln’s Inn Fields, Holborn, to newly
refurbished office space in the historic
Adelphi building in John Adam Street,
Westminster (see also page 9).
We have not taken this decision
lightly. My colleagues on Council and
I thought long and hard about what it
would mean for our members, students,
business partners and of course the
excellent staff team that provide services
and support for you.
While our current iconic headquarters
– 29 Lincoln’s Inn Fields – has played
a critical role in ACCA’s past success,
we have had to accept that, in order to
continue to support our growing global
membership, we need to have a worldclass London headquarters that enables
us to work even more effectively.
During the past few years, our London
operations have been spread across a
number of locations in Holborn, and
over time this arrangement has become
increasingly unfit for purpose.
The move has been planned with the
aim of delivering an efficient, collaborative
workplace designed to enable ACCA
people to fulfil their potential, which in
turn will help ACCA achieve its ambitious
strategy for the future.
Like ACCA, the Adelphi is steeped in
history and culture. Built between 1768-72
by the Adam brothers – John, Robert,

Our new home
will provide us
with an inspiring
workplace in
which to welcome
global members,
students and
stakeholders
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James and William – previous inhabitants
include literary giants George Bernard
Shaw, Thomas Hardy and Sir JM Barrie,
author of Peter Pan. The owners of this
historic art deco building, which is Grade
II listed and protected by law, will be
undertaking a complete refurbishment of
the interiors over the coming months to
provide us with the mix of heritage and
modernity that defines the ACCA brand.
Our new home will provide us with
a dynamic, inspiring and sustainable
workplace to which we will be proud to
welcome our members, students, partners
and stakeholders from around the globe.

This is a move that Council believes
will prepare ACCA to face the future.
We have almost half a million students
studying hard to become the next
generation of ACCA members. In the
years ahead, we believe the Adelphi
will provide us with the perfect platform
from which to support these leaders
of tomorrow, along with the 170,000
members we are currently proud to
represent around the world. ■
Anthony Harbinson FCCA is director of
safer communities in Northern Ireland’s
Department of Justice
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The view from

Kevin Booth FCCA, partner, Alexander Sloan in Glasgow,
and member of ACCA Scotland
The ACCA Qualification has proved
enormously helpful to me. It gives
professional credibility and is a badge of
technical expertise. I couldn’t function
without it today.
Our firm sees real benefits in rotating
staff. We understand the importance
of continuity of partners and senior staff
to our clients, and we introduce new
members of staff at lower grades to help
grow the pool who have knowledge of our
clients’ procedures, systems, staff, etc.

Training to be an accountant during
a recession had some advantages.
I trained with a small firm in Scotland
during the early 1990s. When the
recession bit, I was retained and thrown in
at the deep end, which gave me a really
good grounding.
After qualifying with ACCA, I joined a
mid-tier firm in Glasgow. I was working
with much larger clients, which helped me
to progress from an audit senior to audit
manager and in May 2008 to partner.
Networking is important; it led to my
next move. After discussions with the
partner group, I joined Alexander Sloan
in 2013. I could see the huge potential
in a firm with a solid reputation across
Scotland’s central belt.

FRS 102 presents
clients with the
biggest change to
accounting rules
I have seen in
my career

I relish working with my diverse client
base. I get a buzz out of the variety – from
advising small businesses to attending
board meetings of large audit clients.
My preference is always to go out
and visit my clients. This provides a real
window into the business and the key
individuals behind it. It’s amazing what
you can pick up from talking to people.
FRS 102 presents clients with the
biggest change to accounting rules
I have seen in my career. Clients are
not always aware of its impact. We are
working closely to help them with the
transition process, including the provision
of compliance health checks.
Alexander Sloan will celebrate its
150th anniversary in 2017. One client
has been with us since 1908 and will be
helping us celebrate.
I have been a member of the
committee for just over a year. We
are ACCA’s ‘eyes and ears’, providing
perspectives of the accountancy market
in Scotland. We also promote the
regional networks and encourage
members across the country to take
advantage of the many benefits
of membership.
Away from work I drive my 10-year-old
son across the country to play rugby.
Even then, my skills are put to good use –
I am treasurer of his club. ■

Snapshot: insolvency
The state of world economies
provides a barometer for insolvency
and restructuring activity. While
there is a general sense that global
growth is reasonably buoyant, many
businesses are still nervous.
China’s growth, although still
significant, has slowed, with some
state-owned entities in trouble.
Latin America, apart from Colombia,
is struggling, while India is under
regulatory pressure to clean up
its banking bad debt. In the EU,
some countries are still stagnating
or contracting eight years postcrisis. Insolvency teams are seeing
increased activity in these markets.
Turnaround and insolvency
professionals keep a weather eye on
commodity prices. Scandinavia and
Canada, for instance, are suffering
from the fall in oil prices, which
affects exploration and energy
services companies. Brazil’s energy
sector has been hit by the Petrobras
scandal, with repercussions right
through the supply chain.
For restructuring specialists,
engagements have become
broader. Underperforming
companies look to their advisers
for an assessment of operational
viability, not just a financial
workover. Engagements are more
hands-on and turnaround teams are
becoming truly multidisciplinary.
A combination of knowing how
to get things done and sector
expertise is highly valued.
Alan Bloom, global head of
restructuring, EY
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When is the price right?

Getting the price wrong is the single biggest reason why owner-managed accountancy
firms are failing to generate the profits they want. So how can they get it right?

Research carried out by Mark
Wickersham, an expert on pricing for
the accountancy profession, shows that
over half of UK accounting firms are
actually making a loss.
The post-recession accountancy sector
has seen the arrival of micro- and online
firms, many of which now successfully
compete for clients with bigger, highstreet accountants. But whether big or
small, in recent years the whole profession
has experienced more pressure on fees.
In fact, 32% of the firms surveyed by
Wickersham in his book How to price
accountancy services for maximum profit
struggle to even get the prices that give
them a fair profit.
Wickersham believes most accountants
simply don’t know how to get the price
right. ‘Over 80% know very little about
pricing strategy and techniques,’ he says.
‘Some are clinging to an outdated pricing
model; others think clients are pricesensitive. But this is the biggest pricing
myth because clients are in fact valuesensitive. These are two different things.’
Some firms still default to traditional
time-based billing. The method is simple
for clients to understand, although it
almost always causes friction when the
client gets a ‘surprise’ bill because a
project has taken longer than expected.
But according to Ron Baker, who heads
up the US-based thinktank VeraSage
Institute and is one of the most passionate
critics of billable hours, time-based billing
measures the wrong thing – it focuses
on inputs, namely time, rather than on
outputs or results.
‘Time in our profession has no relation
to value,’ adds Wickersham. He explains:
‘Say, you spend two hours finalising yearend accounts – the first hour reviewing
an opportunity to save the client £50,000
in tax, the second in the photocopying
room and drafting submission letters.
Your costs are the same for each hour, but
the value to the client of each of the two
hours’ work is completely different: one
produced a £50,000 tax saving; the other
was simply administrative tasks. That’s why
pricing based on time is wrong.’
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Wickersham admits that in the last
decade there has been a big shift away
from time-based billing to giving fixed
prices up front. After an initial discussion,
both sides agree how much the services
will cost so the client gets no surprises.
‘For annual accounts, we provide fixed
quotes based on our understanding of
clients’ records and having factored in the
meetings that we expect to have with the
clients,’ says Alex Bell, owner of chartered
accountants Studholme-Bell. Simon
Thomas, director of Oxfordshire-based
firm Ridgefield Consulting, also quotes
fixed fees for compliance work and then,
in line with standard practice, charges
extra if the work moves outside the
agreed scope. ‘A shift in scope could be
because of something as simple as poor
record keeping; if it’s bad, we tell them
the fee’s going to go up,’ he says.

Problem area
Unless the scope of the work changes,
practitioners have to stick to the quote,
even if the work takes longer than
originally estimated. And herein lies the
crux of the problem with fixed fees if
firms use billable hours as the basis for
their calculation. ‘We set fixed fees for
compliance services based on what we
might have charged under a time-based
approach,’ admits Alan Woods, director at
Wirral-based firm Woods Squared.
In fact, Wickersham says over 75% of
fixed-price firms are in reality adopting

‘Others think
clients are pricesensitive. But
this is the biggest
pricing myth,
because clients
are in fact
value-sensitive’

time-based pricing. Many base their
compliance prices on their expected costs
because this is what the clients expect.
‘Clients don’t see value in these services,’
says Steve Knowles, managing director of
Sheffield-based Knowles Warwick.
But Wickersham dismisses this
approach. His research shows that, for a
very basic tax return, while 25% of firms
charge £100 or less, the top quartile
charge between £200 and £1,000. ‘The
research demonstrates that while most
firms are leaving money on the table,
some have found a better way to price.’
Firms are generally more comfortable
with incorporating ‘value’ into their
pricing when charging for non-compliance
services. ‘For some services we agree
a fixed fee based on the expected
outcome,’ says Woods. ‘When helping
clients with HMRC payment plans or with
securing external finance, our fees are
based on an agreed percentage of either
the payment plan or the finance secured.’
True value-pricing, however, is what
Baker defines as the maximum amount
a client will pay for a service before the
work starts. It is built around individual
client relationships and the client’s
perception of the value of the service their
accountant provides.
Thomas admits he charges ‘what feels
right‘, especially for one-off work. ‘With
my high-end clients, the complexity of
their individual circumstances means that
one price won’t fit all,’ he says. Valuepricers also ignore what their competitors
charge. ‘While there’s a “market rate” for
many of the services, all our fee proposals
are bespoke,’ says Barry Esterhuizen,
director of EST Accountants.
By using value-pricing, firms can
charge more profitably for compliance
work too. It is true that preparing a
tax return for a client with an annual
income of £80,000 might take as long
as preparing the return for a client with
earnings of £1m. But the ‘value’ provided
to the higher earner is greater, so the
practitioner can aim to charge the latter
more. ‘You have to price each customer
individually,’ Wickersham insists. The

»
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premise that not all clients are created
equal is at the heart of value-pricing. Yet
Wickersham’s research suggests that 60%
of firms do not grade their clients.
Practitioners using value-pricing
often offer clients a choice of differently
priced service options. Dennis & Turnbull
accountants use such menu pricing for all
types of clients. ‘There are Bronze, Silver
and Gold service packages. Imagine a car:
the different models – S, SE, Sport – have
different options built in,’ says director
Carl Reader. Their fixed-fee monthly
package for a company starts from £80
plus VAT (Bronze), rising to £140 (Silver)
and to £230 (Gold). The price of the Gold
package includes additional services of
monthly/quarterly performance review, an
annual goal-setting and strategy meeting,
and inheritance tax planning.
When prices are set out this way,
clients often opt for the middle and the
top option, rather than the cheapest.
Wickersham’s research shows that over

Accounting and Business 06/2015

48% of firms still do not use menu pricing.
Big mistake, he says: ‘Used correctly,
menu pricing has the power to increase
your prices by two to four times.’
This is especially true if menu pricing is
used with the ‘contrast principle’. One of
the accountants surveyed by Wickersham
charges £480 for acting as a company’s
registered office, while the average price
charged is £100. ‘By making a comparison
with a similar service that commands a
higher price for doing the same thing,
his price seems very reasonable,”
Wickersham explains.

Alienation fear
While all this makes sense, many
practitioners are reluctant to introduce
fixed-fee value-pricing for fear of
alienating clients. Wickersham says the
first step is to revise the prices up, by
linking them to value, not to time. ‘We’ve
got to break free of “time” before we are
properly value-pricing,’ he says. But how
will the clients react, especially if they are
used to being charged per hour? ‘You
could say in your fee proposal: “We have
no idea how long this job will take, and
we could charge an hourly rate; however,
we think it’s fairer to give you a fixed
price up front so that you know with
absolute certainty how much it’ll
cost you,”’ he suggests. ‘You’re
giving the client a choice, but
if you express it in those
terms, 99.9% of clients
are likely to choose
certainty.’
Of course,
linking price to
value can be
a challenge,
but once
this link is
established,
all that
remains is
communicating
the value to the
client. ‘As soon
as they see the
benefit, the price
becomes less of an
issue,’ he.adds.
Another way to
increase profitability
is to charge
separately for services
such as company car
tax planning. Yet the
research shows that 28%

of firms bundle this service in with the fee
for annual compliance work. ‘Our fixed
fee includes advice on company cars,
remuneration structure or VAT schemes,’
admits Esterhuizen, adding that these
issues come up in the first year of taking
on a client, and that the fee would then
be revised if there is a change in the
business or in legislation.
Wickersham thinks not charging
separately for company car tax planning
is a mistake, as the client does not fully
appreciate the benefit. He adds: ‘Those
firms that do charge, charge between £20
and £2,500. The firms at the top end have
a better understanding of value pricing.’
Twelve per cent of firms do not charge
a separate fee for completing dividend
paperwork either. ‘Which is curious’, says
Wickersham. ‘Can you imagine picking
up your car after its annual service and
seeing this on the invoice: “Change of
oil – free, because we weren’t sure how
to price it”. That’s essentially what we’re
doing when we don’t charge for extra
services,’ says Wickersham.
Similarly, firms could be offering
money-back guarantees on compliance,
tax planning and business consultancy.
‘Over 80% of firms don’t do this and yet
that’s one of the most powerful strategies
to get more clients to say “Yes” and at
higher prices,’ says Wickersham. But
Bell and many other practitioners reject
this suggestion. ‘Offering money-back
guarantees in relation to tax planning
or compliance would mean there’s an
element of risk to what we’re suggesting
and that it’s possible we won’t get the
outcome originally agreed with the
client,’ says Bell.
Finally, Wickersham says 28% of firms
do not review their prices. ‘It’s easier to
put your prices up by 3% than by 20%, and
that’s why you must review them at least
once a year. Looking at the rate of inflation
in the UK between the start of 2004 and
the end of 2010, it equated to just under
20%. If you left your prices static for seven
years, inflation would erode your profits,
and to get back on track, prices would
have to rise by 20%.’ Just imagine your
clients’ reaction to that. ■
Iwona Tokc-Wilde, journalist
For more information:
Read How to price accountancy
services for maximum profit at: www.
effectivepricingforaccountants.com
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Digital advance
The world’s richest countries have been the
biggest beneficiaries of the ICT revolution

New digital divide opens up
Progress made in improving national competitiveness
may create or deepen domestic inequalities if the
digitally unconnected end up becoming second-class
citizens.
90% of the population in low-income countries is
not online yet

A spur for business and wellbeing
Singapore tops the Networked Readiness Index,
according to the World Economic Forum’s Global
information technology report 2015. The index
measures capacity to leverage information and
communication technology (ICT) for competitiveness
and wellbeing. The top 50 includes 44 of the 50 highincome economies covered; the highest-ranked uppermiddle-income country is Malaysia.

60% of the population of the world is not
online yet

Biggest digital leaps forward
Soviet Union successor states dominate the top 10 ranking
of countries that have seen the biggest rise in their
Networked Readiness Index score since 2012.
1 Armenia
2 Georgia
3 UAE
4 Kazakhstan
5 Russia
6 El Salvador
7 Macedonia, FYR
8 Mauritius
9 Kyrgyzstan
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For more information:
The World Economic Forum’s Global information
technology report 2015 can be downloaded at
tinyurl.com/WEF-IT-2015

As many handsets as there are humans
There are as many mobile subscriptions as there are human beings on the planet. Nevertheless, half the world’s population are
without a mobile phone and 450 million people remain out of reach of a mobile signal.
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Compensation culture

Although it has become a central tool of world trade, the investor-to-state dispute
settlement process is under challenge as countries pull out. So what does the future hold?

W

hen Churchill Mining, a London Stock Exchange
AIM-listed company, invested in a new coal mining
project in Indonesia, it had high hopes of building
a long-term profitable business. The coal reserves at East
Kutai, in Indonesia’s province of East Kalimantan on the
island of Borneo, were estimated at 2.8 billion tonnes and
valued at US$1.8bn. But before long the project turned sour
when government officials revoked mining licences held by
Churchill’s local part-owned subsidiary.
Churchill took its case to international arbitration using longstanding investor-to-state dispute settlement (ISDS) procedures
to seek compensation, which could be as high as US$1.05bn.
But although Churchill has won the first stage in the process,
major ISDS cases often last many years, and the Indonesian
government is fighting the claim every step of the way.

At a crossroads
There are more than 3,400 trade agreements around the
world that include ISDS provisions, but there is a sense in the
international community that the process is at a crossroads.
Although ISDS has been around for about 50 years – and used
more intensively during the past 15 – it is now under challenge.
Several countries, including Indonesia, Venezuela and South
Africa, have announced that they intend to pull out of trade
agreements that include ISDS. When the EU tried to include ISDS
in its proposed Transatlantic Trade and Investment Partnership
(TTIP) with the US, it was swamped with nearly one-and-a-half
million protests. The EU has since put ISDS on the back-burner
pending further consultation at a later
stage in the TTIP negotiations.
‘These are interesting times, with
ISDS under scrutiny as never before,’
says Andrew Cannon, a specialist in
international arbitration at the law firm
Herbert Smith Freehills.
In the past few years as international
investment flows have grown, ISDS
has become an essential tool of world
trade. ‘Countries have realised that
the only way you’re really going to
encourage investment is if you provide
a mechanism for the independent
and neutral resolution of disputes
involving the state,’ says Charles
Gordon, a mediator and arbitrator at
JAMS International, which specialises

in resolving disputes. ‘Suing a state is always hazardous, and in
many countries it’s impossible.’
There is a strong feeling among international arbitrators
that there are countries where a lack of independent dispute
resolution could make investors think twice about putting money
into a project. ‘A number of empirical studies suggest that
investment treaties, in conjunction with other trade agreements
and arrangements, are a factor impacting investment flows to
particular states,’ says Cannon. ‘If states decide to remove ISDS
and require investors to subject themselves to the national courts
in the event of a dispute, this may affect investors’ decisions.’

Open to abuse
But critics say that some companies are using ISDS to oppose
perfectly reasonable public policy decisions. They point to
tobacco giant Philip Morris Asia, which is suing Australia under
the terms of the Australia-Hong Kong bilateral investment treaty
for insisting on plain packaging for cigarettes. The tobacco firm
claims the packaging rule impairs its investment.
‘The public is concerned about the process because in some
high-profile cases they see challenges being brought against
legislation that states have made in areas they think are entirely
justifiable,’ says Cannon.
Some companies have brought what Gordon calls ‘slightly
more speculative’ claims. Some of these are from companies
that set up one-off special purpose vehicles to fund a project in
an overseas country. If the project runs into official opposition
or interference, there is less to lose than for a company that
wants to develop an enduring business
relationship with the country.
Part of the problem lies not so much
in the ISDS principle as its execution.
Many bilateral investment treaties
are vaguely worded, which leaves too
much scope for disagreement, says
Gordon. The European Commission is
focusing on two key areas as it seeks to
tighten future ISDS agreements.
The first is to limit the ‘indirect
expropriation’ concept to exclude
legitimate policy changes such
as phasing out renewable energy
subsidies. The EC wants ISDS treaties
to spell out how to decide if a measure
constitutes ‘indirect expropriation’ or is
a legitimate policy decision.

‘Critics say that
some companies
are using the
ISDS process to
oppose perfectly
reasonable public
policy decisions’
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International trade dispute lingo

*
*
*
*
*
*
*

Bilateral investment treaty (BIT). An agreement between two countries or groups of countries that provides for the tariff-free
exchange of goods and services or opens markets to inward investment. More than 3,400 BITs are in force around the world.
Foreign direct investment (FDI). Investment by an entity in one country in an entity, usually a company, in another.
Increasingly, disputes centre around which investments are covered by ISDS.
International Centre for Settlement of Investment Disputes (ICSID). Part of the World Bank, based in Washington DC,
with over 150 countries signed up. It supports international arbitration and conciliation proceedings, such as those in the
Permanent Court of Arbitration in The Hague and the London Court of International Arbitration.
Investor-to-state dispute settlement (ISDS). Essentially a legal instrument that allows a foreign direct investor to bypass
the domestic courts of the country in which it has invested and ensure that a dispute is settled by an independent tribunal.
Transatlantic Trade and Investment Partnership (TTIP). Proposed free trade agreement currently under negotiation
between the EU and US. Proposals to include ISDS in TTIP caused a storm of protest, delaying further negotiation.
UN Conference on Trade and Development (UNCTAD). Main UN body dealing with trade, investment and development.
UN Commission on International Trade Law (UNCITRAL). Focuses on reform and harmonisation of international trade laws.

The second is tightening up the standard for ‘fair and
equitable treatment’, a concept previously largely undefined
in most investment treaties. The EC wants this limited to issues
such as manifest arbitrariness, abusive treatment (such as
coercion) and failure to respect the principles of due process.

Regulation challenge
Both investors and governments would benefit if ISDS was more
predictable, with clearer rules and previous cases providing
binding precedents. But Cannon points out that it would be
difficult to impose precedent on a patchwork quilt of more than
3,000 treaties.

‘There is more of an argument for an appellate mechanism
with some form of binding precedent when you’re talking about
case law within the context of one treaty,’ he says.
Many companies that think an ISDS-driven complaint is a
route to riches are disappointed. Most claims are dismissed and,
where damages are awarded, they tend to be a lot less than
claimed, says Gordon. And the cost of bringing a big case can
run into millions. The three arbitrators in the Churchill Mining
case are each paid US$3,000 a day. Taking on the might of a
sovereign state doesn’t come cheap. ■
Peter Bartram, journalist
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Under embargo

Economic sanctions are complex and in a constant state of flux. So how can companies
avoid jeopardising business opportunities while staying on the right side of the law?

A

company director in the UK was jailed for 30
months in March 2014. Gary Summerskill’s offence
was to ignore trade sanctions by exporting over
£3m of banned products. In addition to the jail sentence,
Summerskill and the company, Delta Pacific Manufacturing,
were told to hand over a total of £1.14m of criminal profits.
During the investigation by HMRC, details of which were
revealed in November 2014, Summerskill was found to have
attempted to conceal the illegal export of alloy valves to
Iran. In the UK, alloy valves are subject to an export ban to
various countries including Iran because of their potential to
be used in the construction of weapons.
While most embargoes involve arms and defence, it is often
the economic sanctions that hit the headlines. Russia is a recent
example; Rhodesia (now Zimbabwe) is one from the history
books. It was 50 years ago this year – 1965 – that Britain, joined
by others, imposed an escalating set of economic sanctions on
Rhodesia, which culminated in a total ban following the unilateral
declaration of independence (UDI) by the white minority regime.
Economic sanctions are legal restrictions on dealing with
individuals, companies or even countries that have fallen out of
favour for whatever political reason. These sanctions will vary in
severity and in type. For instance, in September 2014 Russia’s
largest banks, oil producers and defence companies were cut
off from international finance and technology as a result of
economic sanctions by the US and Europe designed to escalate
western political pressure over Ukraine. Usually there are some
limited exemptions where essential legal or medical services may
be provided under licence.

Web of regulations
While deliberate flouting of sanctions
appears to be rare, many companies
can inadvertently find themselves on
the wrong side of complex, fast-moving
and multijurisdiction regulations.
Sanctions imposed by the United
Nations, the US or the European
Union fall into two broad types: trade
embargoes and asset freezes.
Tom Stocker of law firm Pinsent
Masons says: ‘The problem with
sanctions for companies is that they
can virtually come in overnight, and so
businesses need to have a monitoring
regime in place to keep up to speed.’
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Key risks
Compliance with sanctions depends on understanding
where the key risks lie. David Whitehouse of PwC suggests
the following three lines of defence:
Operational: employing the right personnel, ensuring
correct training, understanding the red flags and
knowing communication and escalation procedures.
Compliance and in-house legal team: responsible for
up-to-date policies, training and awareness, which has
to be sector-relevant.
Internal audit: looking at non-financial procedures and
risk, and considering how to mitigate the risk.

*
*
*

For example, this year has seen alterations in the US sanctions
regime for Cuba, Russia and Iran.
Complying with changing sanction regimes is not easy,
according to David Whitehouse, PwC director, export controls.
‘In the UK, for example, a company doesn’t just have to comply
with relevant UK legislation but EU and extra-territorial, and
often these will not overlap.’ Whitehouse says many companies
adopt a one-size-fits-all approach, with policies and procedures
that are compliant with any authority. ‘They go with the most
robust regulatory environment, and that tends to be the US.’
Whitehouse agrees that the ever changing nature of the
controls and the regulations is a problem: ‘One of the challenges
companies face is keeping on top
of that change.’ Perhaps it is not a
surprise, Stocker adds, that there is
often a degree of interpretation over
the exact meaning of the restriction.
‘Can a lawyer document a contract? Or
is that facilitating a transaction? If you
are not on your guard, companies can
find themselves party to an unlawful
transaction. It happens all the time.’
German companies have been
particularly unhappy about EU
sanctions on Russia. Early last year
BASF, Siemens, Volkswagen, Adidas
and Deutsche Bank were all mentioned
in the German and international press
as pressuring their government to ease
off the sanctions throttle.

‘No one wants
to be on the
front page of the
newspaper for,
say, exporting
chemicals to the
Syrian regime’
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BASF (slogan: ‘We create chemistry’)
▲ Friends or foes?
Sensitive area
said in a statement: ‘Economic sanctions
Top left: German chancellor Angela Merkel
Whatever the country affected,
are a political instrument. The EU has
with Russian president Vladimir Putin –
sanctions are clearly a sensitive area for
decided to impose sanctions and we will
Germany does more trade with Russia than
multinationals. BP declined Accounting
adhere to them. We have assessed the
any other EU state
and Business’s request for an interview
sanctions imposed by the EU and US on
but a press spokesman said that
Russia and currently see limited impact
Top right: Cuban president Raúl Castro and
the company had comprehensive
on our business. We cannot say how
US president Barack Obama meet as a first
compliance programmes, experts and
the sanctions will ultimately affect the
step in lifting a US sanctions regime that has
legal teams. He added that the company
business climate, which could have a mid
run since 1962
also used external advisers.
to long-term impact on our activities.’
Companies monitor the progress
Germany leads the pack in terms of
Bottom: British prime minister David
of sanctions on different regimes
trade with Russia, with €75bn of business
Cameron meets Iranian president Hassan
depending on individual strategic
in 2013, and Russia maintains a ‘this is
Rouhani as a tentative nuclear deal paves the interests. It is clear from the BP annual
hurting you as much as me’ stance over
way for an end to sanctions against Iran
report, for example, that Russia and Iran
the measures.
currently interest the energy giant most.
Unsurprisingly, views differ: one expert suggests that German
Even the Confederation of British Industry (CBI), the
business is prepared to adopt a more risky approach than UK
normally voluble voice for UK business, declined to comment
companies in negotiating a way through sanctions. And while
on how businesses deal with sanctions beyond a spokesperson
some banks seemed prepared to carry on financing Russian
saying: ‘In this sensitive, changing political situation, business
business – complying with the sanctions regimes all the way,
understands the bigger picture. There are well-established trade
of course – other finance has evaporated. Syndicated loans for
links between the UK and Russia, so close cooperation between
Russian raw-material companies fell 82% in the first six months
business and government remains critical.’
of 2014 from a year earlier to a five-year low of $3.5bn, data
However, the CBI issued a briefing for its members on
compiled by Bloomberg shows. The slump significantly outpaced sanctions at the end of March 2015, noting the major changes in
the 2% decline in global commodity borrowing.
the US sanctions regime against Cuba, Russia and Iran.

»
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Guy Sander, of investigation firm Arig and formerly of HMRC,
says: ‘Companies’ reluctance to speak is because they don’t
want to be associated with the possibilities of sanctions in any
way.’ That reluctance has grown, with the US imposing huge
fines, particularly on banks, for sanction breaches – for instance,
a US$100m fine in December 2013 for RBS, and US$300m for
Standard Chartered a year earlier, in connection with sanction
violations in Iran, Burma, Libya and Sudan.
While big corporates and banks may have greater resources
to ensure compliance, smaller firms involved in exporting face
exactly the same risks. For example, Sander says a company
may be offered a contract to supply accounting software to a
distributor in Dubai without thinking that the contract could end
in a supply to Iran. Even some basic research would uncover the
fact that the deal could be illegal. He suggests some careful inhouse research could pay dividends, as well as seeking external
expertise if the answer is still not clear. The basics are plain: every
company should know and check regularly whether their product
or service is subject to any trade restriction, and they should
check whether any counterparty is connected to a person subject
to sanction.
Sander makes the point that companies should check out the
advice on the government websites and talk to the civil servants.
‘BIS [the UK’s Department for Business Innovation and Skills] is
very helpful. It is not setting out to destroy British industry.’

Reputations at risk
As well as the eye-watering fines, one of the biggest risks of
becoming embroiled in sanctions breaking is reputational
damage. Whitehouse says: ‘No one wants to be on the front
page of the newspaper for, say, exporting chemicals to the
Syrian regime. If companies don’t have effective and efficient
compliance programmes, they will face delays in shipping
or transferring goods or assets, and that places you at a
competitive disadvantage.’
Loss of reputation has direct effects. Whitehouse says that
many US businesses will simply not deal with a company caught
up in a sanctions scandal. Nor increasingly will the banks. Stocker
says: ‘The reason this is a sensitive area is that if a company is
found to have breached sanctions, they could be subject to
enforcement, and their bank is likely to pull any facility as a result.’
Breaking an embargo or sanction nearly always involves
the transfer of money, which in the UK brings in the Proceeds
of Crime Act and money laundering provisions. And given
the tough times banks have had on the issue at the hands of
regulators, it is perhaps understandable that they just don’t want
to know. ‘Banks’ risk threshold for this is so low,’ says Stocker.
‘They won’t touch any business that could relate to sanctions or
embargoes. And that means that any companies caught up in it
could have real difficulty accessing finance.’
Banks are now being proactive in their approach. Stocker
says that the cautious approach of banks is extending to them
contacting clients (starting with major internationals), seeking
warranties and undertaking that they are not engaging in any
sanction-busting activity.
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Sanctions and other key controls

*
*

*
*

Product controls through the military or ‘dualuse’ list. The dual-use list covers products that have a
legitimate, commercial end use but could also have the
potential for a more nefarious purpose.
End-use controls on products that don’t meet the
technical specification for the military or dual-use
list. Governments realise that to control everything
that could be of use to a terrorist or weapons of mass
destruction (WMD) programme would bring world
trade to a grinding halt but companies still require an
export licence under this control for many goods.
Denied parties list. Published by the US government,
this lists individuals and entities denied export
privileges. Companies need to screen their supply
chain against the various lists from different authorities.
This has to be built into supply chain processes.
Destination controls/sanctions. These include arms
embargoes, limited sanctions or full-scope sanctions
on particular countries and regimes. Measures include
export bans and financial sanctions on government or
terrorist groups and individuals within them.

All this suggests that any corporate should be looking at their
risk of breaking sanctions – especially now that there has been
a renewed focus on how conventional industrial goods may be
used for terrorist purposes – with most companies accepting the
role of sanctions in promoting global stability. Stocker suggests
that governments could do more to communicate the likely
timescale of regulatory action. That would help companies plan
better and even prepare to take advantage of sanctions lifting.
He has sympathy for companies that are trading, perhaps
representing a significant investment, and find their business
operations in foreign countries suddenly extremely challenging
or simply unlawful. ‘If their business has been closed down
because of foreign policy, perhaps there should be some sort of
compensation scheme.’
That looks unlikely, even if politicians and governments
maintain their record of using economic and business
sanctions as an important weapon in their diplomatic armoury.
And so business should be taking compliance seriously.
Whitehouse suggests that the issue is moving from logistics
to compliance, with the board increasingly keen to ensure
they are getting it right in order to avoid prosecution or
enforcement action. ■
Peter Williams, journalist
For more information:
Read the CBI’s briefing on major changes in US sanctions
regimes at tinyurl.com/CBI-sanctions
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All eyes on the future

A new report by ACCA and IMA (Institute of Management Accountants) finds
that finance functions need to adapt quickly to the demands of the modern world

T

he role of the CFO is
becoming more complex and
demanding as the business
world responds to economic
volatility and innovative technology
changes the way we all work,
according to a new report.
The research, Tomorrow’s finance
enterprise, is based on the views of
1,631 ACCA and IMA members from
around the world on the priorities
for current and future CFOs and the
skills they will need to meet future
demands. It found that CFOs and
their organisations are preoccupied
with economic volatility and risk; the
participants named these as the two

‘CFOs are so
used to seeing
things in just
black or white,
but we don’t have
the luxury of that
any more’

most significant influences affecting the
top finance job (see chart).
Organisations of all sizes are seeing
not only economic uncertainty but
increased competition and disruption
in the form of new market entrants and
radically different business models.
Senior leaders are looking for more
and better information on which to
plan a strategy in a world where they
are forced to take more calculated risks
and encourage innovation in their own
organisation in order to drive growth.

Broader risks to the fore
CFOs see this happening – the report
found that 79% agreed that the

»
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The most important influences on the future CFO role
Economic volatility
Risk challenges
Technology and information
Growing regulation
Access to capital and funding
0%
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40%
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The top five interventions considered necessary for developing future CFOs
Effective succession planning
Exposure to coaching/mentoring
Mobility to and from finance
Strategic workforce planning
Transparency of career paths
0%

10%

finance function will be focused on
broad business risks and not just on
finance risks in the future – but the
forces that are creating this change
are also impeding CFOs’ ability to
help. Amir Hafiz, CFO of TDM and
one of the senior finance professionals
interviewed in-depth for the study,
said that CFOs are increasingly in the
spotlight over ‘the performance gaps
between what the business wants
to achieve and what it actually does
achieve. To make sure that strategy is
translated into results is an integral part
of the CFO’s role.’
The report argues that economic
volatility and a fast-changing
world decrease the capacity of the
finance function to plan and forecast, and impair the ability
of CFOs to give rapid and accurate support to the rest of the
C-suite in their decision-making.
The need for the CFO and finance function to adapt to
a world of far greater ambiguity is a theme running through
the report. Quin Thong, finance director, Greater China, for

20%

The assets driving
corporate wealth
have changed;
intangibles such
as data, branding
and talent have
become central to
value creation
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30%

Baronsmead Consulting, sums up the
dilemma: ‘CFOs are so used to seeing
things in just black or white, but we
don’t have the luxury of that any more.’

Smarter service delivery

The report argues that smarter delivery
of finance services is essential. There
is already evidence that CFOs are
placing a greater emphasis on their
role in business strategy, but the report
makes the point that it is imperative
that the finance function has the right
operating model – agile, scalable
and capable of meeting the changing
needs of the organisation. The finance
team, says the report, ‘must ensure the
right processes, systems and metrics
are in place to aid strategy execution, deliver richer information
insights and drive cost and process effective finance operations’.
The report identifies a number of areas where finance
professionals will have a critical role to play in the near future.
One feature of modern business is that the assets driving
corporate wealth have changed in the knowledge economy;
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intangibles such as data, branding and talent have become
central to value creation. This has a number of implications for
the finance function, which are discussed in the report. Data
quality and collection, for example, will be central to success and
the finance function, says the report, ‘will have a critical role to
play in getting their organisation’s basic data right as a starting
point for better decision making’.
‘Enterprises that use the data at their disposal drive
competitive advantage,’ agrees Jamie Lyon, head of corporate
sector at ACCA, but challenges remain in finding data that will
enable finance to track, report and help the organisation take the
right commercial decisions.

Technological transformation
Technology will, of course, also transform the finance function
itself over time; 78% of the CFOs questioned for the study
said that they believed many standard finance processes
would be automated in the future. At this stage, though, the
rate of innovation in technology and data collection is, in the
view of many CFOs, creating too much confusion. ‘The current
finance technology landscape remains overly complex for
most, and simplification is sought,’ says the report. ‘The
CFO function needs to get better at influencing the business
on the information that really matters. It must articulate
the outcomes it is trying to drive and use the right data to
report effectively.’
Rita Purewal, CFO of Wolverhampton Wanderers Football
Club, makes the point in the report that the availability of data,
and our increased ability to analyse it, has raised expectations
of what finance professionals can and should deliver. CFOs
and the finance team are more than capable of rising to the
challenge, but it is also important to understand that the skills
– and especially the leadership qualities – demanded of finance
professionals has changed.
The report says that volatility, risk, customer centricity
and other modern challenges are demanding new levels of
leadership performance: ‘For the CFO function, the classic
challenge now is how to transform talented individuals
from having a narrow focus on functional perspectives to
embracing the broader strategic CFO leadership capabilities
needed in this environment.’
Communication skills and the ability to think strategically
and innovatively are fast becoming prized skills, and the CFOs
interviewed for the report acknowledged that they needed to
have a far greater understanding of business than in the past – or
at least know enough and have the confidence to gather people
around them who together, produce the best result. ‘The scope
of a CFO’s responsibility has become so big that you cannot be
an expert in every area,’ said Holger Lindner, CFO of TÜV SUD.
‘Do you need to have experts? Yes. Do you need to understand
what they say? Absolutely. But do you need to be able to be the
expert in every area? I don’t think so.’
The report concludes that traditional finance career paths
should now ‘rest in peace’ and that finance departments need
to think quickly about how they ‘future proof’ the potential
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The most important areas of technical
knowledge needed by future CFOs

1
Strategy
validation,
formulation

2
Finance
insight
and analysis

3
Financial
planning

4
Risk
management

The most important future management skills
needed by CFOs

1
2
3
Leadership Communication
Change
skills
skills
management

4
Strategic
thinking

The most important future CFO relationships

1
The CFO

2
The board

3
Business
heads

4
Investors

talent gap. ‘One of the biggest questions facing the future CFO
function is this: where will your future finance leadership talent
come from?’ says Lyon. ‘It’s a critical question, and businesses
need to think very carefully about how they will develop the next
generation of finance leaders.’ ■
Liz Fisher, journalist
For more information:
Read Tomorrow’s finance enterprise at
www.accaglobal.com/ab/188
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Career boost

Dr Rob Yeung explains how to exploit the chameleon effect to win colleagues over
to your way of thinking. Plus, dress code in the office, and non-stop stress syndrome

Talent doctor: mimicking

Dr Rob Yeung is
an organisational
psychologist and coach at
consultancy Talentspace
Imagine for a moment that you are
shopping in a high-street store for
a gift – perhaps for a speaker dock
for a friend’s smartphone. As you
are browsing, a woman wearing the
store’s uniform approaches you.
What factors might affect your
decision to make a purchase? Probably
price, the range of goods on display,
the salesperson’s product knowledge,
helpfulness or even her warmth and
personality. But you wouldn’t be
influenced by the number of times she
scratches her head, would you?
Actually, you might.
In a recent study, French researcher
Nicolas Guéguen trained sales
assistants at a department store in
the subtle art of mimicking customer

Accounting and Business 06/2015

behaviour: if customers smiled, the sales
assistants did likewise; if they touched
their hair or crossed their arms, then so
did the assistants.
The sales assistants were instructed to
copy any customer’s behaviour no more
than five times during an interaction. They
were also told to wait three to four seconds
before doing so so that their imitation
would not be apparent to customers.
A researcher nearby surreptitiously
noted which customers actually made a
purchase: 63.4% of customers who had
not been mimicked made a purchase,
while 81.5% of customers who were
mimicked made a purchase.
But that’s not all. Further researchers
followed customers out of the building to
interview them about the sales process.

Assistants who had mimicked were
generally rated as not only more
friendly and agreeable but also more
competent than those who hadn’t.
Acting as a social chameleon by
copying a customer’s behaviour not
only boosted sales, it also affected
customers’ perceptions of both the
friendliness and even the competence
of the sales people. And all of that in
the mere minutes it took to chat to a
customer in a store.
Studies have shown that the
chameleon effect works in other
situations too. Negotiators who
subtly imitate the body language
of their counterparts tend to secure
better deals. Fundraisers who mimic
potential donors get bigger financial
contributions for their charities.
But it has to be done subtly. Do too
much or too obviously and people may
think you’re trying to mock them.
Anthropologists believe the
tendency for humans to mimic each
other may be a social bonding
technique. Without exchanging a
single word – mimicking may have
developed before spoken languages
appeared – mimicking helps humans
show they are similar, in sync and
collaborating rather than competing.
Like a form of unspoken empathy,
the chameleon effect is one of the
most robust findings in psychological
science. So the next time you’re
looking to win over a colleague or
client, remember that people who
engage in subtle mimicry are not only
more persuasive, but also seen as
more capable and likeable.
It pays to think about not only what
you say but the dance of your body
language too. ■
For more information:
www.talentspace.co.uk
@robyeung
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Upbeat update
The Organisation for
Economic Co-operation
and Development (OECD)
has reported in its quarterly
employment update that the
global economic outlook
is positive, with many
countries demonstrating
positive employment growth
in the second quarter of
the year. However, Europe
was a divided region, with
employment increasing in
countries such as the UK and
Germany, while others such
as Italy experienced a 0.5%
decline in employment.
The update reports
employment in Japan as on
the rise but flat in the US.

Skills drift away from
jobs in China

The perfect: work dress code

The New York Times has
reported that China is
experiencing a growing
mismatch between its skills
pool and the job market.
Urbanisation and economic
growth in the country have
benefited hugely from a ready
supply of migrant workers
from rural areas. But this pool
of talent is not bottomless
and migration has slowed
markedly, in part as a result of
higher salaries in agriculture.
The expected salary rise for
migrant workers who move
away from rural jobs has also
softened by between 8%
and 20%.
This issue of supply and
demand is also present
in another section of the
population: China produces
twice as many university
graduates, nearly seven million
a year, as it did 10 years ago,
but there are only 88 jobs
available per 100 graduates.
This uneasy balance is a
growing concern for the
country’s leadership.

When it comes to formulating a dress code at work, corporate history is littered with errors
– some understandable, some absolute howlers. How exactly UBS found it in themselves
to pronounce on the colour of employees’ underwear, for example, is anyone’s guess. Yet
such apparent presumptions flag up a familiar management issue. Some employees know
instinctively what is expected of them, others appear to need very specific guidance.
Dress codes need to speak to both groups. On the one hand, their authors might and
often do include prescriptive details on skirt hem lengths as well as mentioning that flipflops are forbidden. On the other, they need to give an overall sense of the professional or
perhaps business casual look that is expected. The more detail they provide, the better.
According to Kim Winser, the retail force behind Pringle, Aquascutum, and now Winser
London, business dress acts as a visual communication tool. She explains why it’s important:
‘If you get it wrong, unfortunately people will spend more time looking at you than listening
to what you are saying.’
If finance professionals err towards the conservative, they won’t go far wrong, she says.
Beyond that, she advocates reflecting the sector you work in and buying quality fabrics, as
they will look good all day.
And think ahead: ‘The more time you put into this in advance, the better,’ she says. ‘It will
take enormous pressure off your day.’

Non-stop stressing
For those professionals who
are feeling stressed, join the
club. A recent survey by Axa
PPP Healthcare found that

one in four British senior
managers, executives and
chief executives are in a
near-constant state of stress.
Among senior managers, this
figure increases to more than
half of the 1,000 respondents.
The key factors
contributing to stress include
financial worries, job insecurity
and workload. While the
majority of those surveyed
identified the workplace as the
source of most of their stress,
a quarter of bosses felt that
their home life generated the
most stress.

Accountants 16th
An influential report by US
News & World Report, which
ranks the 100 best jobs in
the US of 2015, has put
‘accountant’ at 16th on the list.
Citing the appeal of
accountancy in particular
for students with a natural
disposition towards
mathematics, the report also
stated that the US Labor
Department predicts more

than 166,000 new jobs will be
created in the sector by 2022.
Other jobs in the top
100 include financial adviser
(ranking: 25); bookkeeping,
accounting, audit clerk (40);
financial analyst (65); financial
manager (69); and compliance
officer (84). Dentist was ranked
best job of 2015. ■
Compiled by Adam Akbar
Bronzegate.co.uk
For more information:
www.accacareers.com
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Death benefits
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The funeral sector offers many possibilities for growth, but the emotional barriers to
reinventing the industry must be overcome, explains Tony Grundy

M

BA thinking can be applied just
Ripe for the picking
as well to more mature markets
Looking at the five aspects of competitive
‘How to’ video
as to new and fast-growing
pressure listed above (sometimes known
sectors. In traditional corporate planning,
as Porter’s five forces), you would have
See the latest in our series
truly attractive industries are thought
to conclude that this is a rather attractive
of management and strategy
to be those that are, or are about to
industry – indeed, as no force is actually
videos by Tony Grundy – on the
become, high growth. But growth
negative, it is a ‘five-star’ industry. Such
importance of a strategic vision
potential can also be latent.
industries are characterised by high returns
– at www.accaglobal.com/
For instance, before the early 2000s
on net assets and stong economic value
ab/191
it was felt that the healthclub market
creation. And this gets better where there is
had expanded as far as possible – until
some market growth.
Matthew Harris, CEO of FitnessforLess, saw budget gyms as a
Indeed it is not impossible to achieve net profit as a
growth sector (see previous article, December 2014).
percentage of sales nearing 20%. The industry is also relatively
One industry with hidden potential is the funeral sector.
free of regulatory pressures that might push up costs and
Between 1980 and 2000, the funeral care market actually grew in
squeeze margins. However, on the flip side, that does mean
the UK, with the average spend going up in real terms. Families
lower regulatory barriers to entry, leaving the industry structure
were prepared to spend more on this product of considerable
potentially vulnerable.
emotional value. The value of estates grew too. In addition,
This means that the industry is similar in many ways to the
not only was more spent, on average, on the whole funeral
weddings business, some areas of pharmaceuticals such as the
process; spending on the core product also went up – the
IVF market, the adult electronic gaming industry, and others
services associated with the ‘disposal’ itself (including a reported
where there are strong buying habits (maybe even quasiincrease in embalming).
addictive ones). All of these markets exhibit more naturally
The actual market size has thus increased, even though
easy ways of making money than those one, two and threedemographics have reduced the death rate in the UK. So sales
star industries that economists would describe as ‘partly or
growth rate as a key driver of economic value has been very
fully commoditised’.
positive. Who would have thought of the funerals market as a
Not only are the forces of competitive pressure crucial
growth sector?
determinants of profitability and return, but these industry
Value creation in a given industry is driven by the existence
structures and dynamics are ones that can be reshaped.
or otherwise of ‘competitive pressure’.
For example, in a classic UK
This is critical in determining the second
television documentary some
key driver of economic value: operating
years ago, former undertaker and
profit margin, or return on sales.
entrepreneur Howard Hodgson told
Competitive pressure here means:
of how he led the transformation of
buyer power: very low
the industry through a combination
supplier power: moderate
of acquisition, consolidation, value
competitive rivalry: low
innovation and cost management. In
substitutes: extremely low
his book How To Become Dead Rich
entry barriers: see below.
Hodgson set out his vision of how to to
Entry barriers vary: although the
run his funeral business as economically
economic entry barriers are not that
as possible, with an efficient set of local
huge, the psychological ones are
operations providing up to several
actually very high indeed, as dealing
funerals in a day, making much better
with corpses seems to carry with it a
use of facilities such as cars, storage
certain stigma. The funeral director
and sales facilities. Alongside this he
is arguably a less appealing type of
pioneered a more extensive range of
finance director.
services, optimising the average price.

*
*
*
*
*
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The psychological
entry barriers
are very high,
as dealing with
corpses seems
to carry with it a
certain stigma
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► Remembering
the dead
The Ancient Egyptians
used death masks to
guard the soul from evil
spirits. Today’s death rituals
may be less elaborate,
but funeral care is a
growth market

This hugely widened operating profit margin and increased
return on net assets.
This vision became the model of the Great Southern Group,
which Hodgson sold out to and which, after a period of being
owned by US company Service Corporation International, is
now called Dignity, one of the UK’s top players. These changes
also reduced competitive rivalry in the UK market, where a
higher proportion of the market had previously been
fragmented, made up of ‘mom and pop’ independents.

The final frontier
After book retailing (Amazon), vacuum cleaners (Dyson)
and toilets – virtually unchanged for 200 years – funerals
could be regarded as a final frontier for innovation and
reinvention. A single new player could potentially create
a new submarket that could ultimately rival the existing
industry paradigm.
There are many ways that one could innovate in this
industry: pre-need funerals (where people plan their own
funerals) are one example of a big opportunity in the UK, but
they require overcoming emotional resistance – often the key to
unlocking growth.

Issues that might keep a CEO of a funerals company awake at
night might include:
What could precipitate a major fall in margins in the industry?
What kind of new entrant into the industry should we be
worried about?
How can I get the board to think seriously about the future
when there has been such stability for so long?
Could we sell funerals as a set of emotional needs
and experiences that encompasses pre-need, event
organisation and follow-on services, including grief support
and therapy?
If I were an alien entering the industry, what would I do
differently? ■

*
*
*
*
*

Dr Tony Grundy is an independent consultant and trainer, and
lectures at Henley Business School
For more information:
www.tonygrundy.com
www.accaglobal.com/abcpd
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Switch on your indicator

In this third article in his series on key performance measures, David Parmenter looks
at the four distinct types and provides an example of the power of KPIs in practice

F

ollowing the two previous articles on the myths of
performance measures and the unintended negative
consequences that many have, let’s look at the different
types of performance measure.
They fall into two groups:
Result indicators These reflect the fact that many measures
are a summation of more than one team’s input. They are
useful for looking at the combined teamwork but do not help
fix a problem, as it is difficult to pinpoint which teams were
actually responsible for the performance or non-performance.
Some of them, such as return on capital expenditure or
customer satisfaction, are excellent summaries of the
performance of many teams. I call these measures key result
indicators.
Performance indicators These can be tied to a team or
a cluster of teams working closely together for a common
purpose and are about activities, so they are all non-financial.
Some performance indicators are profound. I call these key
performance indicators (KPIs).

*

*

Next steps

The power of one
My favourite KPI story is about a senior official at British Airways
(BA) who, in the 1980s, set about turning the airline around,
reportedly by concentrating on a single KPI. He employed
consultants to investigate and report on the key measures he
should concentrate on to achieve the turnaround. They identified
one critical success factor (CSF): the punctuality of aeroplanes.
Everybody in the airline industry knows the importance of
punctual planes, but nevertheless the consultants proposed he
focus on a ‘late-planes KPI’. The senior official arranged to be
notified whenever a BA plane was delayed over a certain time,
and BA managers at airports knew that if a plane was delayed
beyond a certain threshold, they would receive a personal call
from the senior official making it clear that the situation was,
quite frankly, not good enough. The senior official would point
out that the manager had had over six hours of advance notice
that the plane was already late and that he needed to use this
window to take actions that would bring it back on time.
Prior to the ‘personal call policy’, the airport manager (and
many other airline employees) were prone to ‘not our fault’
syndrome: a late plane created by another BA team was ‘their
problem not ours’. But after receiving the personal call from the
senior official, the airport manager undertook proactive steps
to recapture lost time, no matter who had created the delay.
Actions included:
The actions undertaken as part of the late-planes KPI included:
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1 Persuade others that not every measure can be a KPI.
2 Email me (parmenter@waymark.co.nz) for a book extract
explaining the four types of measure in more detail.
3 Understand why KPIs cannot be financial.
4 Read my paper, The New Thinking on KPIs, on my website.

*
*
*
*
*
*

Doubling up the cleaning crew, despite the additional cost
Letting the refuelling team know which planes were a priority
Providing the external caterers with late-plane updates so
they could better manage re-equipping the late plane
Asking check-in staff to escort at-risk customers to the gate
Not allowing business-class passengers to check in late
Possibly asking traffic control for a favour or two.
BA planes soon had a reputation for leaving on time. The
late-planes KPI was linked to many other critical success factors
including ‘delivery in full and on time’; ‘timely arrival and
departure of airplanes’and ‘increase repeat business from key
customers’, all of which had a key part to play. ■

David Parmenter is a writer and presenter on measuring,
monitoring and manging performance
For more information:
www.davidparmenter.com
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IAS 7, Statement of
Cashflows, was first
published in 1992 and
has barely changed since
that date. It allows users
of financial statements
to assess how different
types of activity affect a
company’s financial position
by classifying cashflows as
operating, investing and
financing activities.
By requiring companies
to consider transactions this
way, the cashflow statement
is thought to support various
methods of analysing the
present value of future
cashflows and of making
company comparisons.
However, there are issues
with the current standard.
For example, cashflows from
the same transaction may be
classified differently. A loan
repayment would see the
interest classified as operating
or financing activities, whereas
the principal will be classified
as a financing activity.
The operating activities in
the cashflow statement can be
presented in one of two ways:
the direct method or the
indirect method. The direct
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Reconciliation?

The IASB has proposed amendments to cashflow reporting, but
the need for the change has been questioned, finds Graham Holt

method is seldom used, as it
displays major classes of gross
cash receipts and payments.
Companies’ systems often do
not collect this type of data in
an easily accessible form.
Basically, the direct method of
accounting tracks cash
changes from the bottom up
to arrive at net income, rather
than starting with net income
and making adjustments.
The indirect
method is more
commonly used to
present operating
If an entity’s net
activities. Under
income is higher
this method, a
statement
than its operating
reconciling profit or
cashflow, a user
loss with operating
would seek further
cashflows is shown,
instead of a
explanations as
statement of cash
to the reasons for
inflows and
outflows. This
this occurrence
reconciliation
allows users to

determine the effect of
accruals of profit or loss items
and to obtain an indication of
‘earnings quality’.
For example, if an entity’s
net income is higher than its
operating cashflow, a user
would seek further
explanations as to the reasons
for this occurrence. A reason
could be an accounting policy
choice, for example. The
presentation of operating
profit under the indirect
method of the cashflow
statement can start with
either profit or loss
before or after tax. A user’s
ability to make
comparisons may be
affected if different
starting points are
presented in the
reconciliation by
entities.
Free cashflow is
used by analysts in
various valuation

»
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models and is thought to be a
better measure than using the
figure for operating cashflow.
Free cashflow is often taken as
the excess of a company’s
operating cashflows over its
capital expenditure, which
essentially reflects the
cashflows available to owners.
Entities have been
encouraged to disclose
cashflows that increase
operating capacity and the
cashflows required to maintain
it. This information can be
used as an indicator of the
financial strength of an entity.

Classification concerns
There are concerns over the
current classification of items
in the statement of cashflows.
For example, dividends
and interest paid can be
classified as either operating
or financing activities. As a
result, users have to make
appropriate adjustments when
comparing different entities,
particularly when calculating
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free cashflow for valuation
purposes. Additionally, when
a user is assessing an entity’s
ability to service debt, interest
paid would be reclassified
from operating activities to
financing activities.
Research and development
expenditure is classified as
cash from operating activities,
but is often considered to be a
long-term investment. Some
argue that such cash outflows
should be included within
investing activities, because
they relate to items that are
intended to generate future
income and cashflows. IAS 7
takes the view that to be
classified as an investing cash
outflow, the expenditure must
result in an asset being
recognised in the statement of
financial position.
Some items of property,
plant and equipment are
purchased from suppliers on
similar credit terms to those
for inventory and for amounts
payable to other creditors. As

a result, transactions for
property, plant and equipment
may be incorrectly included
within changes in accounts
payable for operating items.
Consequently, unless
payments for property, plant
and equipment are separated
from other payments relating
to operating activities, they
can be allocated incorrectly to
operating activities.
There are currently different
views as to how to show lessee
cashflows in the statement of
cashflows. Some users would
like the statement of cashflows
to reflect lessee cash outflows
in a way that is comparable to
those of a financed purchase
where the entity buys an asset
and separately finances the
purchase. Other users take
the view that lease cash
payments are similar in nature
to capital expenditure and
should be classified within
investing activities in the
statement of cashflows. Some
users would like all lease cash
outflows to be included within
the free cashflow measure,
which would require lease

cashflows to be classified
within either operating or
investing activities.
Finally, there is concern
about the current lack
of comparability under
International Financial
Reporting Standards (IFRS)
because of the choice of
treatment currently allowed.
A lessee can classify
interest payments within
operating activities or within
financing activities.
Many issuers recognise that
current cashflow disclosures
are inadequate, as they give
an incomplete picture.
Investors and analysts need a
better understanding of the
economics of their business
and so voluntarily supplement
the cashflow information
required by IAS 7. In addition,
some issuers provide a
reconciliation of net debt from
the end of one accounting
period to the end of the
subsequent period. The net
debt reconciliation discloses
information such as acquired
debt and the inception of
finance leases, as well as any
fair value adjustments made to
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debt and the impact of foreign
exchange movements.
Partly as a result of the
above practices, the
International Accounting
Standards Board (IASB)
published an exposure draft
(ED) in December 2014 that
proposes amendments to IAS
7. The main objective of the
ED is to improve information
about changes in an entity’s
liabilities that relate to
financing activities and the
availability of cash and cash
equivalents, including any
restrictions on their use.
This latter situation could
arise from existing economic
restrictions where, for
example, the cash and debt
are in different jurisdictions
and using the cash to settle
debt would trigger a tax
payment, or from legal
restrictions on the ability of the
entity to freely use the cash.
IAS 7 already requires the
disclosure of significant cash
and cash equivalent balances
that are not available for use.
However, this requirement
does not address the situation
where cash and cash
equivalents are available but,
because of restrictions, the
entity would find it more
economical to use other
sources of finance.
The ED results from the
IASB’s Disclosure Initiative,
which comprises smaller
projects to improve
presentation and disclosure
requirements in existing IFRSs.

As part of the initiative, the
IASB has already issued
proposed amendments to IAS
1, Presentation of Financial
Statements. The initiative also
complements the current
review of the Conceptual
Framework. The proposed
amendments require an entity
to provide a reconciliation of
the opening and closing
amounts in the statement of
financial position for each
liability for which cashflows are
classified as financing activities.
The ED would not prohibit
disclosures on a net basis –
that is, liabilities relating to
finance activities less cash and
cash equivalents. The reason
behind this view is that some
entities manage debt on a net
basis and there was no
intention on the part of the
IASB to limit management’s
ability to explain its financial
and risk management
strategies. IFRS 12, Disclosure
of Interests in Other Entities,
already requires disclosure of
significant restrictions on the
access and use of assets and
settlement of liabilities.
However, the IASB felt that
current disclosure does not
address economic restrictions.
For a number of years,
users have been requesting
the IASB to require companies
to provide a net debt
reconciliation. Although the
proposed amendment to IAS 7
does not include net debt
reconciliation, it will help users
by providing them with
sufficient
information to
prepare net debt
reconciliation
Research and
themselves. The
development
problem facing the
IASB is that there is
expenditure is
no definition of net
classified as cash
debt in IFRS. The
from operating
proposed changes
will require
activities, but often
companies to
considered a longreconcile the
movement in debt
term investment
from one period to
another and,
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together with the existing
information from the statement
of cashflows, this will facilitate
a net debt reconciliation.
Because many entities
already voluntarily provide a
net debt reconciliation, the
proposed changes should
theoretically not impose any
additional burden on issuers.
The proposals also require
issuers to provide information
to help users better
understand any liquidity
issues. The understanding of
limitations on the use of liquid
resource is important, and
some users would like
additional disclosures to
better understand the different
types of debt financing by the
entity. The changes should
help users in making
investment decisions.

Where’s the need?
However, there is currently no
general agreement about the
need for the ED. Although a
reconciliation of ‘debt’ or ‘net
debt’ is a common feature of
reporting, some feel it is not
appropriate to make such
disclosure compulsory prior to
establishing a conceptual basis
for requiring reconciliations in
general. Also, there has been
comment that the practicality
of implementing such a
requirement has not been
sufficiently analysed to merit
an amendment to IAS 7.
Finally, it is thought by
some that additional
disclosure requirements of this
type should not be added in
advance of the IASB’s
conclusions on relevant
elements of its Principles of
Disclosure project. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School
For more information:
www.ifrs.org
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Technical update

Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly
roundup of the latest developments in financial reporting, audit, tax and law

*

Audit
Auditor’s responsibilities
The International Auditing
and Assurance Standards
Board has issued International
Standard on Auditing 720
(Revised), The Auditor’s
Responsibilities Relating to
Other Information. It states
that the ‘revisions aim to clarify
and increase the auditor’s
involvement with “other
information” – defined in the
standard as financial and nonfinancial information, other
than the audited financial
statements, that is included in
entities’ annual reports’.
The standard includes
new requirements related
to auditor reporting arising
from the new and revised
auditor reporting standards,
issued earlier this year. ISA 720
(revised) will be effective for
audits of financial statements
for periods ending on or after
15 December 2016.
You can find illustrations
of auditor’s reports relating
to other information in the
standard. These include:
‘Illustration 1: an auditor’s
report of any entity, whether
listed or other than listed,
containing an unmodified
opinion when the auditor
has obtained all of the other
information prior to the

*
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*

*

date of the auditor’s report
and has not identified a
material misstatement of
the other information.
Illustration 2: an auditor’s
report of a listed entity
containing an unmodified
opinion when the auditor
has obtained part of the
other information prior to
the date of the auditor’s
report, has not identified
a material misstatement of
the other information, and
expects to obtain other
information after the date
of the auditor’s report.
Illustration 3: an auditor’s
report of an entity other
than a listed entity
containing an unmodified
opinion when the auditor
has obtained part of the
other information prior to
the date of the auditor’s
report, has not identified
a material misstatement of
the other information, and
expects to obtain other
information after the date
of the auditor’s report.
Illustration 4: an auditor’s
report of a listed entity
containing an unmodified
opinion when the auditor
has obtained no other
information prior to the
date of the auditor’s report
but expects to obtain other
information after the date
of the auditor’s report.
Illustration 5: An auditor’s
report of any entity,
whether listed or other
than listed, containing an
unmodified opinion when
the auditor has obtained
all of the other information
prior to the date of the
auditor’s report and has
concluded that a material
misstatement of the other

information exists.
Illustration 6: an auditor’s
report of any entity, whether
listed or other than listed,
containing a qualified
opinion when the auditor
has obtained all of the other
information prior to the date
of the auditor’s report and
there is a limitation of scope
with respect to a material
item in the consolidated
financial statements
which also affects the
other information.’
Further details at www.
accaglobal.com/advisory.

*

Audit illustrated

prohibited non-assurance
services to public interest
entity (PIE) audit clients in
emergency situations, ensuring
that they do not assume
management responsibility
when providing non-assurance
services to audit clients.
The revisions include ‘the
removal of provisions that
permitted an audit firm to
provide certain bookkeeping
and taxation services to PIE
audit clients in emergency
situations, as these were
susceptible to being
interpreted too generally’.
In addition, the revised
provisions include:
new and clarified guidance
regarding what constitutes
management responsibility;
and
clarified guidance regarding
the concept of ‘routine
or mechanical’ services
relating to the preparation
of accounting records and
financial statements for audit
clients that are not PIEs.
The revisions also include
corresponding changes to the
code’s non-assurance services
provisions with respect to
other assurance clients.
More at bit.ly/iesba-code

The International Auditing
and Assurance Standards
Board has published Auditor
Reporting – Illustrative Key
Audit Matters to ‘illustrate
how the concept of Key Audit
Matters may be applied in
practice in accordance with
ISA 701, Communicating
Key Audit Matters in the
Independent Auditor’s Report’.
The illustrative examples used
provide detail and auditors
and audit committees should
review the publication. You
can find it at bit.ly/iaasb-kam.
See also page 60.

*

Non-audit services

Reporting

The International Ethics
Standards Board for
Accountants has issued
changes to the independence
provisions in the Code
of Ethics for Professional
Accountants, effective from 15
April 2016, with early adoption
allowed. Changes to the Code
Addressing Certain NonAssurance Services Provisions
for Audit and Assurance
Clients will no longer permit
auditors to provide certain

*

Revenue recognition
Last month Accounting and
Business highlighted that the
European Financial Reporting
Advisory Group, in its letter
to the European Commission
on EU-adopted IFRS, stated:
‘EFRAG supports IFRS 15
and has concluded that it
meets the requirements of the
Regulation (EC) No 1606/2002
of the European Parliament
and of the Council on the
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application of international
accounting standards in that it:
is not contrary to the
principle of “true and fair
view” set out in Article
4(3) of Council Directive
2013/34/EU; and
meets the criteria of
understandability,
relevance, reliability and
comparability required of
the financial information
needed for making
economic decisions and
assessing the stewardship
of management.
Having considered all relevant
aspects, EFRAG assesses that
adopting IFRS 15 is conducive
to the European public good
and, accordingly, EFRAG
recommends its adoption.’
The International Accounting
Standards Board has deferred
the effective date of the
standard from 1 January 2017
and is consulting to defer by
one year, although continuing
to state that early adoption
would be allowed. More at bit.
ly/ifrs-15. You can follow the
status of IFRS 15 adoption in
Europe at bit.ly/efrag-endorse.
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CAA/ATOL reporting
The Civil Aviation Authority
(CAA) has invited the
professional accountancy
representative bodies to
participate in the CAA
scheme for ATOL Reporting
Accountants. The letter contains
the following timetable:
15 May 2015: Interested
professional accountancy
bodies should apply in writing
on or before 15 May.
1 August 2015: Participants
required to agree to the MoU
and be appointed by the CAA
on or before 1 August.
1 October 2015: the scheme
comes into effect. Accountants
who wish to undertake ATOL
reporting work will need
to be registered with their
professional bodies, which will
arrange appropriate training.
1 April 2016: the CAA
will only accept signed
reports from members of an

IFRS essentials
The International Accounting Standards Board publishes investor guidance under the title
The Essentials. The guidance aims to increase investors’ awareness of IFRS and enhance the
insights they obtain when analysing information produced by IFRS financial statements. It
states that it aims ‘to provide an overview of how a specific accounting standard (or aspect
of it) is relevant to financial statement analysis’. The new guidance, Sizing Up the Balance
Sheet, compares US GAAP and IFRS and discusses how the treatments impact reporting.
These guides, which pose questions that investors may ask of boards, are at bit.ly/ifrs-ess.

appointed professional body
who have been designated to
perform ATOL reporting.
ACCA has applied to
participate and updates will be
provided to members over the
coming months. The letter also
contains key issues for firms
that wish to report. You can
find the letter, guidance and
updates at www.accaglobal.
com/advisory.

Tax
Ethics and standards
ACCA’s Technical Factsheet
166, Professional Conduct in
Relation to Taxation (PCRT),
has been issued. It replaces
the factsheet of the same
name issued in February 2014.
The guidance applies to all
members undertaking any tax
work, whether on an employed,
self-employed, personal or
voluntary basis. The principles
apply to all members who
practise in tax, including:

*

employees attending to the
tax affairs of their employer
or of a client
those dealing with the
tax affairs of themselves
or others such as family,
friends, charities etc,
whether or not for payment
those working in HMRC or
other public sector bodies or
government departments.
It includes new material on
electronic filing, decisions of
courts and tribunals, DOTAS,
POTAS, accelerated payments,
follower notices and tax
planning, as well as further
commentary to reflect ongoing
developments and public
concern about aggressive tax
avoidance and evasion.
This update does not
include any specific changes
following the paper published
by HM Treasury and HMRC on
19 March, Tackling tax evasion
and avoidance, which asked
‘the regulatory bodies who
police professional standards

*
*

to take on a greater lead
and responsibility in
setting and enforcing clear
professional standards around
the facilitation and promotion
of avoidance’.
ACCA, along with other
professional bodies, has stated
that ‘the professional bodies
will hold further discussions
with HM Treasury and HMRC
about how this challenge
should be progressed’.
The section dealing
with tax errors, entitled
‘Irregularity’, in part 3 section
5, takes members through
the steps to take. This
applies to all members and
the section contains references
to anti-money laundering
requirements, some of which
apply to members with
businesses falling under
these regulations.
Part 3 section 6, ‘Access
to data by HMRC’, takes
members through the options.
It starts with informal

»
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requests, where the advice
states that ‘disclosure in
response to informal requests
not made under any statutory
power to demand data
can only be made with the
client’s permission’, then
discusses commonly issued
notices under Schedule 36
FA 2008 and concludes with
statutory requests made on a
member. It also considers legal
professional privilege.
Factsheet 166 can be found
at www.accaglobal.com/
advisory.

would result in the loss of
any CASC tax breaks and a
corporation tax charge on any
deemed property gain.
The cost of membership is
highlighted in a section that
asks ‘Does my club have costs
that represent a “significant
obstacle”?’ and advises that
organisations check:
whether the club charges
membership fees over
£1,612 a year
if the costs associated with
being a member are more
than £520 a year

*
*

*

the cost to purchase
or hire any specialist
equipment that’s necessary
to participate in the sport
(when not provided free of
charge by the club)
the cost to purchase or hire
any clothing that the club
requires the member to
wear (when not provided
free of charge)
insurance costs needed for
the member to participate
in the sport.
If you are a member of a
CASC or an adviser to a CASC,
you should read the revised
guidance as the changes and
recordkeeping requirements
may place a significant burden
on clubs. You can find more at
bit.ly/1AHz0FE.

*
*

Notice and guidance
updates

CASCs
There were a number of
significant changes to the
Community Amateur Sports
Club (CASC) scheme in April
that include an increase
in the tax exemptions
for property and trading
income, amendments to
the requirement that CASCs
have a minimum percentage
of participating members,
alterations to travelling and
subsistence expenses, revised
limits on payments to players
and restrictions on the level of
membership costs.
Clubs that do not meet
the conditions are not eligible
and can be removed from the
scheme by HMRC. Removal
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*

where costs are more than
£520 a year, whether the
club makes a satisfactory
provision for those that
can’t afford to pay more.
To calculate the membership
fee, the club will need to add
together the most expensive
membership and the costs of
sporting activity. Activity costs
are highlighted as including:
any additional charges for
using the club’s facilities –
for example, pitch hire and
flood lighting
fees charged to play in a
match
any fees charged for hiring
specialist equipment
(including any necessary
safety equipment)

*
*
*

VAT Notice 735: VAT
domestic reverse charge on
specified goods and services
replaces the notice of the
same name issued in February
2013. The specified goods
to which the reverse charge
applies are mobile phones,
computer chips, wholesale gas
and wholesale electricity. It also
applies to ‘emission allowances
services’. The main changes
were the inclusion of wholesale
gas and wholesale electricity.
VAT Notice 700/56: Insolvency
replaces the notice of the same
name issued in April 2014. The
main changes were in section
5.8, where a new paragraph
highlights the process for when
a pre-appointment repayment
claim is received, and in section
13, where the £500 de-minimis
level for Crown set-off can
be removed.
VAT Notice 1001: VAT refund
scheme for certain charities
applies to those charities
defined as a ‘qualifying charity’
in section 33D of the VAT Act
1994:
palliative care charities
air ambulance charities
search-and-rescue charities
medical courier charities.
You can find the notice at

*
*
*
*

bit.ly/1JS3rBa; links and
guidance on notices and briefs
are at www.accaglobal.com/
advisory.

P11D
You can find updates on
benefits in kind, including
the note below, at www.
accaglobal.com/advisory.
In April’s Employer Bulletin,
HMRC issued the following
reminder on broadband
expenses: ‘If an employee who
begins to work from home is
already paying for a broadband
internet connection at home,
there is no additional expense
incurred. The employer cannot,
therefore, reimburse the
employee’s broadband internet
charges tax free. Any such
payment that the employer
decides to make is subject to
PAYE and NICs. However, if the
employee does not already
pay for a broadband internet
connection at home, and needs
one in order to work from
home under a homeworking
arrangement, the broadband
fee is an additional household
expense that the employer can
reimburse tax free.’

HMRC toolkits
HMRC has updated a number
of toolkits including those
dealing with capital gains tax
for land and buildings and
shares, chargeable gains for
companies, company losses,
directors’ loan accounts,
expenses and benefits from
employment, property rental
and trusts and estates.
These can be found at bit.
ly/1QpXHzm.

Export
Business risk and
opportunity
Overseas Business Risk
guides provide information
for businesses on potential
risks when trading in the
countries listed. These cover
political and economic risks,
human rights issues, bribery,
terrorism, criminal activity

»
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and intellectual property. More
at bit.ly/fco-risk.
FCO Political and Economic
Updates provide information
for UK businesses on how to
identify opportunities and
guard against political and
economic risks when trading
overseas. More at tinyurl.com/
fco-update.
UK Trade & Investment
Exporting Country Guides aim
to assist businesses that are
interested in developing their
overseas trade, with sections
on start-up, legal, and tax and
customs issues. The guidance
can be seen at tinyurl.com/
ukti-exp.
You can find details of
regimes and designated
persons subject to sanctions at
tinyurl.com/gov-sanct.

Law
New ADR rules
The Alternative Dispute
Resolution for Consumer
Disputes (Competent
Authorities and Information)
Regulations 2015 bring in
further changes that will
affect consumers, providers
of goods and services, and
providers of alternative
dispute resolution (ADR)
services (such as ACCA). The
purpose of the regulations
is to ensure that ADR is
available for all contractual
disputes arising out of
complaints by consumers.
ACCA has produced Technical
Factsheet 192 providing
guidance to practitioners.
While ACCA already
provides ADR, by way of
its Conciliation Service, the
factsheet explains the impact
of the recent legislation
on ACCA’s policies and
procedures, and shows how
ACCA delivers the service.
It also highlights a number
of resources available to
members in order to assist
them with compliance.
Practioners are required to
comply by 9 July. For more,
turn to page 77.

Accounting and Business 06/2015

Access to finance
Duty to report
What will large and small
businesses be required to
consider under secondary
legislation as part of the Small
Business, Enterprise and
Employment Act?
What is clear is that late
payment has been identified
as an issue that needs to be
tackled. In addition to the
duty-to-report requirements,
the Prompt Payment Code
has been strengthened with
the creation of an advisory
board and code compliance
board to rule on challenges
raised against signatories’
payment behaviour that is
detrimental to the supply
chain. The changes to the
Prompt Payment Code were
highlighted in last month’s
Accounting and Business. Any
duty-to-report requirements
are likely to draw on the code.
We may see large companies
reporting the following twice
yearly within their reported
numbers and possibly also to
a separate web portal that will
be available for public access:
standard payment terms,
including any changes
to these in the last
reporting period
average time taken to pay
proportion of invoices paid
beyond agreed terms
proportion of invoices paid
in 30 days or less; between
31 to 60 days; and beyond
60 days
amount of late payment
interest owed and paid
whether financial incentives
were required to join or
remain on supplier lists
dispute resolution processes
availability of e-invoicing,
supply chain finance and
preferred supplier lists
membership of a
payment code.
Smaller organisations that
are signatories of the Prompt
Payment Code are likely to
have to report annually on
the following:

◄ The Queen

congratulates
previous award
winners

Queen’s Awards for Enterprise
ACCA is a past winner of Queen’s Awards but it is not just
large organisations that should consider investing in the
application process for an award.
The awards, which are valid for five years, are open to
UK organisations in the categories of:
innovation – for commercial success as a result of
innovation
international trade – for growth and commercial
success in international trade
sustainable development – for commercially successful
products, services and management that benefit the
environment, society and the economy.
To enter any of the Queen’s Awards for Enterprise
categories, the organisation (business or non-profit) must:
be based in the UK (including the Channel Islands and
the Isle of Man)
be a self-contained enterprise that markets its own
products or services and is under its own management
have at least two full-time UK employees or part-time
equivalents.
Each of the three organisation award categories has
additional entry criteria.
The timeline is as follows:
30 September – application period closes
December – shortlisted organisations receive
notification of selection
March 2016 – winning organisations informed
21 April 2016 – winners officially announced.
Find out more at bit.ly/qae-entry.

*
*
*

*

*
*
*

*
*
*

*
*
*
*

*
*
*
*
*

*
*
*

standard payment terms,
including any changes
to these in the last
reporting period
proportion of invoices paid
beyond agreed terms
proportion of invoices paid
in 30 days or less; between
31 to 60 days; and beyond
60 days

*

average time taken to pay.
ACCA and the
Chartered Institute of Credit
Management are working
together to provide a suite of
guidance for businesses.
You can find more details
of this free CPD material
at www.accaglobal.com/
advisory. ■
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A look inside the Lab

The UK’s Financial Reporting Lab works to develop high-quality and innovative corporate
reporting, as Carl Renner and Thomas Toomse-Smith explain

The size and depth of the
capital market in the UK
mean that it is often seen
to be at the leading edge
when it comes to corporate
reporting. The UK’s Financial
Reporting Council (FRC)
supports high-quality
and innovative corporate
reporting to provide
investors with high-quality
information on which to base
their investment decisions.

Room for improvement
UK companies present a
wide diversity in quality and
depth of corporate reporting.
The long-established
corporate governance
reporting regime, and the
more recent introduction of
the strategic report (a more

reporting to meet
their needs better.
Company
boards and
The Lab allows
executives express
frustration with
listed corporates,
the complexity
investors and
and myriad
analysts to
requirements of the
current regime, and
develop pragmatic
seek a significant
solutions to
step-change
in disclosure.
reporting needs
Meanwhile
investors can be
left struggling to
focused strategic section
understand the underlying
of the annual report) have
performance of an entity, and
acted as spurs to innovation.
significant time is required to
However, companies and
locate information that can be
investors identify an untapped
very basic.
opportunity to improve the
To help companies
effectiveness of corporate
address these issues, in late

investors’ needs better. The
Lab offers an environment
where listed corporates (both
large and small), investors and
analysts can all come together
to develop pragmatic
solutions to reporting
needs. It is not about
developing new standards
or requirements. Lab
reports represent practical,
market-led suggestions of
best practice rather than
regulations.

How the Lab works
The Lab conducts projects on
areas of corporate reporting
(covering all mediums, not
just the annual report and
accounts), looking at ways to
enhance current practice to
meet investors’ needs better.

The FRC’s mission
The goal of the UK’s Financial Reporting Council is to
promote high-quality corporate governance and reporting
to foster investment. It does this by:
maintaining the UK’s corporate governance and
stewardship codes, which foster trust in the way
companies are run
implementing and monitoring standards for corporate
reporting that promote reports that are fair, balanced
and understandable as well as clear and concise
developing standards and behaviours to enhance
confidence in the value and quality of audit
overseeing standards that underpin high-quality
actuarial practice, and the integrity, competence and
transparency of the actuarial profession
operating effective, proportionate and independent
investigative, monitoring and disciplinary procedures to
safeguard auditor, accountant and actuary integrity
influencing key developments in issues that affect
stakeholders in the UK and internationally
engaging with stakeholders at every stage of the
process to ensure the FRC is responsive to their needs.
operating the Financial Reporting Lab to bring
together companies and investors to collaborate on
improvements and innovations to reporting.

*
*
*
*
*
*
*
*
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2011 the FRC established its
Financial Reporting Lab as a
unique mechanism to help
facilitate good practice and
to propagate innovation in
corporate reporting.

What the Lab is
The Lab is a team within the
FRC dedicated to improving
corporate reporting to meet

The Lab works with
companies and investors to
identify – and, if necessary,
to develop – different
approaches to reporting and
disclosure. It then seeks to test
these models with investors.
Investor views are obtained
through various mechanisms
including in-depth interviews
and roundtables.
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The Lab works for the
following reasons:
It provides a forum
for exchanging views.
Management may meet
with analysts and investors
on a regular basis. The
Lab facilitates discussion
of reporting challenges
and gathers input from
investors on the most
helpful approaches.
It supports innovation
by companies. Change
can be seen as bringing
risk. By providing a hub
to support the process
of innovation – where
knowledge and innovation
in reporting formats is
shared – the Lab offers
the potential to accelerate
change to the reporting
model and enhance the
risk-reward equation for
those involved.
It shares the benefits of
change, promulgating
best practice across the
market and internationally,
by making its reports
freely available.

*

*

*

The Lab agenda
It is important that companies
and investors drive the Lab
agenda by identifying the
areas of reporting that they
would like to address. The
priorities of the Lab are
primarily determined by
such stakeholders, and are
also informed by an advisory
steering group consisting
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Influence of the Lab
The Lab influences corporate reporting in a number of ways. For some projects, this can be
seen directly in the reporting by companies, or in the take-up by regulators and standardsetters through their agenda setting and ultimately the reporting requirements themselves.
For other projects, it is expected that the Lab’s specific influence will be in a more subtle
manner. For example, the Lab’s work in demonstrating and encouraging steps on more
clear and concise reporting, supporting the FRC-wide initiative on this, may not be capable
of being directly linked to its specific influence, but it is worth trying to assess the overall or
collective impact of the FRC initiative.

Standard-setters
The Lab’s reports can serve as evidence for standard-setters as well as help companies
with implementation. The Lab team regularly share observations with the International
Accounting Standards Board (IASB) and its staff. Following the Lab’s work on cashflows and
net debt, the IASB proposed improvements in disclosure relating to changes in liabilities for
financing instruments, and restrictions on cash. The Lab’s work on net debt and cashflows
provides evidence for investor information requirements in this area. If the IASB proposal is
adopted, the requirements could result in current best practices being widely adopted.
The IASB also published an update to IAS 1, which emphasises flexibility in ordering
footnotes on a systematic basis, including flexibility of reporting accounting policy disclosure
in a single note or including policy information within each topical note. This facilitates
company adoption of investor preferences.

Developing practice
As a key mechanism for testing investor and company views, the UK government’s
Department for Business Innovation and Skills asked the Lab to undertake a project on
important changes in remuneration reporting. The output of the Lab’s work fed into the
final regulations and provided an important way to reflect pragmatic company and investor
thinking on developing areas of reporting.

of individuals across the UK
reporting community who are
keen to enable change.

Areas of action
To date, the Lab has published
nine reports and case studies.
These reports cover a range
of governance and financial
reporting topics and act as
a catalyst for improving the

usefulness of reporting for
companies and investors.
Topics include: the reporting
of reconciliations showing
changes in net debt over

the period; clarifying debt
amounts and their maturity;
clear cashflow reporting that
shows the conversion from
operating profits to cashflows;
meaningful accounting
policy disclosure; and how
audit committees can best
communicate their activities.
Current Lab projects are
looking at how companies
disclose their dividend policy
and capacity to pay dividends,
and how companies are
meeting the challenges of
corporate reporting using
digital media. ■
Carl Renner and Thomas
Toomse-Smith are project
directors at the Financial
Reporting Lab
For more information:

The Financial Reporting Lab is at frc.org.uk/lab
Lab reports are at www.frc.org.uk/Lab/Reports
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KAM along…

Lock Peng Kuan, vice chair of the ACCA Global Forum for Audit and Assurance, looks at
the big changes that are coming with the new requirements around auditor reporting

The new and revised auditor
reporting standards from the
International Auditing and
Assurance Standards Board
(IAASB) are intended to
enhance the communicative
value of the auditor’s
report, to provide greater
transparency about the audit
that was performed, and to
increase users’ confidence in
the audit performed on the
financial statements.
All in all, the changes will
require auditors to provide
greater insights into the audit
by enhancing the form and
disclosure content of the
auditor’s report. So what are
the key enhancements that
auditors should be aware of?
Among the key changes is
the requirement to report key
audit matters (KAMs) and to

enhance the information that
is given in the report about an
entity’s ability to continue as a
going concern.

Key audit matters
KAMs are the subject of
ISA 701, Communicating
Key Audit Matters in the
Independent Auditor’s Report.
Significant audit matters are
currently reported to the
audit committee and board
members in the form of a
memorandum presented at
the end of the audit. However,
this information is not available
to other users of the financial
statements. The inclusion of
KAMs in the auditor’s report
is intended to highlight those
matters that, in the auditor’s
judgment, were the most
significant during the audit.

The emphasis of matter
and other matter paragraphs
in ISA 706, Emphasis of Matter
Paragraphs and Other Matter
Paragraphs, are retained and
cannot be used as a substitute
for KAMs.
The inclusion of KAMs
in the enhanced auditor’s
report does not change
the auditor’s underlying
responsibilities in accordance
with the ISA; nor does it
change the responsibilities
of the preparers of financial
statements and ‘those charged
with governance’.
The starting point for
identifying KAMs in an audit is
to look at the list of significant
audit matters that were
communicated to the audit
committee and the board.
From this, the auditor has

Key changes
All audits

*
*
*
*

Relocation of the auditor’s opinion. The auditor’s opinion is to be presented first,
followed by the ‘basis for opinion’ section (including unmodified opinions), unless law or
regulation prescribe otherwise.
Independence and other relevant ethical requirements. The auditor’s report should
include a statement that the auditor is independent of the entity and has fulfilled the
relevant auditor ethical requirements, with disclosure of the jurisdiction of origin of those
requirements or reference to the International Ethics Standards Board for Accountants’
code of ethics for professional accountants.
Auditor’s responsibilities. This will be an enhanced description of the auditor’s
responsibilities and the audit’s key features.
Enhanced auditor reporting on going concern. This includes a separate section
when a material uncertainty related to going concern exists, and descriptions of the
management’s and auditor’s responsibilities in relation to going concern.

Audits of listed entities

*
*

Key audit matters. KAMs to be included in the auditors’ report. KAMs are those matters
that, in the auditor’s judgment, were the most significant during the audit of financial
statements of the current period. They are usually identified from the list of significant
audit matters that were communicated to ‘those charged with governance’.
Engagement partner’s name. The auditor’s report will have to disclose the name of the
engagement partner unless, in rare circumstances, such disclosure is reasonably expected
to lead to a significant security threat to the individual.
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Expert reaction
Watch our video
to find out experts’
reactions to the changes
to auditor reporting.
It’s at www.accaglobal.
com/ab/197

to determine which matters
will require their significant
audit attention.
This second list is then
narrowed down by identifying
the matters that were the most
significant in the audit of the
financial statements of the
current period.
This final list will then form
the KAMs.

KAM identification
In identifying the KAMs, the
auditor must consider:
areas of higher assessed
risks of material
misstatement, or significant
risks identified during
the audit
significant auditor
judgments relating
to areas that involved
significant management
judgment
the effect on the audit
of significant events or
transactions.
See the ‘Determining KAMs’
box opposite to see how the
process works.
The following items should
be included in the description
of a KAM:
why the matter was
considered to be a KAM
how it was addressed in
the audit
a reference to related
financial statement
disclosures, if any.

*
*
*

*
*
*
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The description of a KAM in
the auditor’s report should
be entity-specific, and the
auditor should try to avoid
generic, standardised or
overly technical language. The
description should not imply
that the matter has not been
appropriately resolved by the
auditor in forming the opinion
on the financial statements,
or contain or imply discrete
opinions on separate financial
statement elements.

Exceptions to
reporting KAMs
In very rare circumstances,
the auditor is allowed not
to communicate a matter
determined to be a KAM when
the adverse consequences of
doing so would reasonably
be expected to outweigh the
public interest benefits. This
does not apply if the entity has
publicly disclosed information
about the matter.
If the auditor determines
that there are no KAMs to
be communicated, the KAM
section would specifically
highlight that the auditor has
determined that there are no
KAMs.
When the auditor
disclaims an opinion
on the financial
statements,
the auditor’s
report should
not include a
KAM section,
unless it is
required by
law or by
regulation.
However,
a KAM section is
required
for a qualified or
adverse opinion.

Going Concern. The revised
ISA 570 enhances the auditor’s
work relating to going concern
disclosures by:
providing further guidance
regarding the consideration
of appropriate disclosures
when a material
uncertainty exists
requiring the auditor to
evaluate the adequacy
of disclosures in a going
concern ‘close calls’
situation
including a new description
of management’s
responsibility for assessing
the entity’s ability to
continue as a going
concern and whether the
use of the going concern
basis of accounting is
appropriate, as well as
disclosing, if applicable,
matters relating to
going concern
including a new
statement that the
auditor’s responsibilities
are to conclude on the
appropriateness of
management’s use of the
going concern basis of

*
*
*

*

*

*

Determining
KAMs

Matters communicated
to those charged
with governance

Matters that required
significant auditor attention

Effective date
The new requirements
are effective for audit of
financial statements for
periods ending on or after
15 December 2016. Early
application is permitted.
The requirements
will impact the entire
financial reporting chain
including the preparers
and ‘those charged
with governance’, as the
drafting and agreement
of KAM requires
communication
between many
parties. ■

Going concern
The IAASB revised ISA
700, Forming an Opinion
and Reporting on Financial
Statements, to enhance the
communications about going
concern in the auditor’s report,
as well as revisions to ISA 570,

significant doubt on the
entity’s ability to continue
as a going concern
requiring a separate
section under ‘material
uncertainty related to
going concern’, drawing
attention to those
disclosures if the entity’s
going concern disclosures
are adequate when a
material uncertainty related
to going concern exists
requiring a modified
opinion as the first section
of the auditor’s report
if the entity’s going
concern disclosures
are inadequate when a
material uncertainty related
to going concern exists.
In some circumstances,
matters relating to
going concern may be
determined to be a KAM
and communicated in the
auditor’s report in accordance
with the new ISA 701. On the
other hand, when a material
uncertainty related to going
concern exists, it is by nature
a KAM, but it is reported
separately in the ‘material
uncertainty related to going
concern’ section.
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accounting and, based
on the audit evidence
obtained, whether a
material uncertainty exists
relating to events or
conditions that may cast

Matters of most
significance in the audit

KAMs

Lock Peng Kuan is vice chair
of the ACCA Global Forum
for Audit and Assurance and
partner and co-leader of audit
and assurance at Baker Tilly
Monteiro Heng in Malaysia
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Getting smart with VAT
The effort involved in expensing and reclaiming VAT is onerous for the small
business owner, but technology is there to ease the burden, reports Matt Lewis

As if small business owners
didn’t have enough on their
plates, some 60% of them
(according to the Association
of Accounting Technicians)
are also responsible for
their company’s finances.
This includes submitting
complicated VAT returns
in accordance with rules
that can sometimes appear
nonsensical.
Even for companies that
do have a specialist finance
leader, 75% say they wish
they knew more about
expenses and reclaiming
VAT, with 43% concerned
about tax inspections and a
quarter not confident about
international VAT, according
to research commissioned
by Concur.
As one of the government’s
largest earners, VAT is not
going away. In fact, if anything,
HMRC is becoming more
stringent, given the recent
spotlight on company and
individual abuse of the system.
Over 80% of VAT incurred
on expenses is recoverable,
and travel and entertainment
expenses are the second
largest controllable expense
for most companies,

accounting for around
12% of operating costs.
But most small businesses
have too little information
and typically under-claim,
with 13% of finance leaders
saying they don’t claim VAT
on expenses at all, according
to Concur.

For example, VAT can
be claimed back on the
fuel element of individual
mileage allowances but
must be supported by
appropriately dated fuel
VAT receipts valued at more

Clear policies
However, increasingly
automated systems for
both HRMC submission
processes and internal
expenses management
solutions should make
VAT easier to cope with.
Fundamental to getting
the process right is to first
understand what is expected
by HMRC and, second, to
have in place a policy that
clearly defines what can and
cannot be reimbursed,
with processes
that are easy for
employees to
understand and
adhere to.
HMRC wants
to see such a
policy in force,
which would lay
out specifics
such as business

Lost receipts and
‘guesstimating’
monthly travel
prevent many
companies from
correctly claiming
back the VAT
they’re due
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travel guidelines, personal
expenditure rules detailing the
circumstances and amounts
that are reimbursable,
including what is specifically
excluded, and mileage and
fuel rates for reimbursement.

than the amount of the VAT
being reclaimed. And VAT
can only be claimed back on
gifts under the value of £50,
and only if the total spend
on gifts for that same person
comes in under £50 for the
whole year.
Tax inspectors also look for
an appropriately senior level of
sign-off for staff expenses, with
robust documentation and
verification, and further checks
performed by a finance team
or outsourced to a third party
for audit. Finally, they want to
see a secure payment system
that is not vulnerable to abuse,
say, from employees dipping
into the funds.

Devil in the detail
If the specifics seem
complicated, it’s because they
are. Rules such as VAT being
claimable on off-street parking
but not on-street parking, and
purchases over £250 needing
a full VAT receipt on top of
a till receipt, make it vital for
someone in the company to
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Keeping the tax man at bay
keep up to date with changing
rules, or to enlist external
help, particularly for changing
European legislation for
international VAT.
Lost receipts and
‘guesstimating’ monthly
travel, rather than recording
journeys and expenses as
they happen, prevent many
companies from correctly
claiming back the VAT they’re
due. And, worryingly, just 1.2%
of out-of-policy submissions
are rejected by managers,
mainly because they haven’t
understood the rules.
Employees can only
do things properly if it’s
made easy for them, and
this is where web-based and
mobile solutions come into
their own. Photographing
receipts straight onto a
smartphone and entering
expenses into a mobile
app on the move saves the
average employee over
four hours a month, cuts
down on repetitive tasks and
reduces the waiting time to

VAT was introduced to the UK on 1 April 1973, as part of the country’s entry into the
European Economic Community. It was supposed to be straightforward and simple but, 40
years on, it is anything but.
For example, when it comes to employee travel expenses, did you know that the
difference between off-street and on-street parking matters? There’s no VAT to pay on onstreet parking, so you can’t claim it back because it hasn’t been charged.
Reclaiming VAT on your expenses can be a surprising source of hidden cash; indeed,
few businesses claim back all the tax to which they are entitled. This is partly because the
rules are complex and often guidance on best practice does not exist. In addition, many
businesses use spreadsheets for their expenses, which are just not up to the challenge
presented by HMRC.
The good news is that you don’t need a department full of tax experts. When it comes
to minimising the amount of VAT you pay, while simultaneously keeping the tax man
happy, it’s all about having the full expenses process nailed down. An effective process not
only helps you minimise the VAT you pay; it also ensures that a visit by HMRC goes ahead
without incident.
HMRC inspectors know that expenses are complex and that businesses often make
errors, particularly around VAT on mileage, so it’s an area that they focus on when they
visit. However, the more robust your process is, the happier they will be, and the less likely
there will be any problems leading to unwelcome demands for underpaid VAT or even
penalty fines.

be reimbursed. Automated
solutions also save the admin
team time wasted in chasing
receipts and inputting basic
information. And because all
expenses data is consolidated
in one place, it also provides
valuable insight into spending

trends and where savings can
be made. Finally, and perhaps
most importantly, it prepares
the information correctly for
submission to HMRC.
Understanding VAT is all
about efficient processes,
good practice – such as

running spot-checks to
ensure the company remains
compliant – and, above all,
knowing when and where to
find the right information. ■
Matt Lewis is EMEA
compliance director at Concur
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Under the bonnet

GM Financial’s director of treasury Martin Page FCCA and ACCA trainee accountant
Filip Kuzov explain how the finance provider helps Vauxhall sell more cars

The options for finding a
quiet room to chat with
Martin Page FCCA, director
for the international
operations treasury function
at GM Financial (operating as
GMAC in the UK), and Filip
Kuzov, accounting trainee,
are limited. The finance
subsidiary of General Motors
and the official source of
financing for Vauxhall cars
in the UK occupies a huge
warehouse-style building
just north of Cardiff and
prides itself on its inclusive,
collaborative culture.
‘Even the MD works on
the open floor,’ says Page.
‘People are encouraged to
speak to each other and to
feel as though they make a
difference, and that creates a
distinctive culture. We’re not
at all bureaucratic here.’
GMAC has had a
chequered recent history
and Page, who joined the
company in 2001, has seen
most of it first-hand. He joined
the company as financial
controller on the day its new
offices in Cardiff opened after
leaving his previous employer,
Chartered Trust, the consumer
finance business owned by

Standard Chartered. ‘We
recruited a huge number of
people in a short time after
relocating our offices to south
Wales, and I was part of that.’
Page had joined the
accounting team at Chartered
Trust after completing his
degree in accounting and
economics. He qualified with
ACCA in 1997, winning the
Julian Hodge prize for the
highest aggregate marks
across all students in Wales.

Supporting GM

He says that the basic function
of GM Financial, the global
captive finance company of
General Motors, is to support
the manufacturer’s business.
‘The reason the finance
company is here is to help
Vauxhall sell more cars as
well as to provide financial
solutions for dealers and
customers. We’re a classic
captive finance company
– the basic model hasn’t
changed for years, but the
environment around us has
changed very much.’
That is quite an
understatement when you
consider the recent history of
the company. In 2006, General
Motors sold 51% of
its shares in GMAC,
as it was then
known, to a private
equity company,
‘I need to be aware
Cerberus Capital
Management.
of all the funding
Barely two years
needs that come
later, the financial
up and make sure
crisis hit the US
car industry hard;
that we’re running
between late 2008
with adequate
and 2010, the US
Treasury invested
liquidity’
just over US$16bn
in GMAC, which
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Total worldwide revenue of
GM Financial: US$4,854m at end
of 2014
Worldwide net income of GM
Financial: US$537m at end of 2014

Basics

It has operations in 19 countries

was renamed Ally Financial
(although not in the UK,
where it has always operated
as GMAC) in 2010. In 2013,
General Motors Financial,
a wholly owned subsidiary
of GM, bought back the
international car financing
operations, including GMAC
in the UK.
‘If you speak to anyone
here they will say that in 2013,
we came home,’ says Page.
‘But for the majority of our
staff, not a lot really changed
during all that time in terms of
what we do every day.’

Front-line action
Page joined as financial
controller and was promoted
to CFO at the age of 32. His
move into treasury was not
strictly planned and, while he
has a wealth of experience and
intense on-the-job training, he
is not a qualified treasurer.
‘I got heavily involved in
securitisation while I was CFO,’
he explains, ‘and, as a result,
I was asked to move to our
international treasury centre,
then based in Brussels, to lead
the rollout of a securitisation
programme across our
European footprint, working
with banks and lawyers to get
our securitisation in place.’ He
would spend over six years in
Brussels during a challenging
time. ‘We were investment-

grade rated when I joined
the company, but during the
financial crisis, that changed.
We’ve just reacquired
investment-grade status with
one of the ratings agencies, so
we’re back on the front foot,
and back in growth mode.’
Being at the business end
of the global financial crisis,
he adds, was stressful, but
probably the best training he
could get: ‘I wouldn’t want to
live through that again, but
everything has its benefits –
you learn what’s important
and what to focus on. An
experience like that holds you
in good stead for anything the
future might throw at you.’
Page’s day generally
involves managing the funding
requirements for the company,
working on bank relationships
and looking after liquidity.
He is also working on a
significant systems rollout for
securitisation reporting.
‘I see my role in treasury
as being a good business
partner to everyone else,’
he says. ‘I need to be aware
of all the funding needs and
make sure that we’re running
with adequate liquidity. I like
the flexibility required in my
position – if you were to ask
me what I’ll be doing next
week, I’d probably know
about 40% of it and the rest is
whatever comes up.’
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▼ In the driving seat
GM Financial treasury
director Martin Page
(right) with accounting
trainee Filip Kuzov

Scheme success and
global links
Filip Kuzov, by contrast, is
an accounting trainee who
joined GM Financial in 2013
after graduating from Cardiff
University. Kuzov was one of
just 20 graduates selected
for the Welsh Assembly’s new
financial services graduate
programme. The idea behind
the scheme is that successful
applicants work for a number
of different companies within
the financial services sector
in Wales, including Admiral
and GMAC, over a two-year
period to gain experience and
a recognised postgraduate
qualification. Kuzov had been

at GM Financial for just a
month when he was offered a
full-time position.
He is currently working
his way through the ACCA
Qualification process. ‘I was
keen to work for a company
that would fund and guide me,’
he says. ‘GM Financial offers a
choice of qualifications, but I
decided on ACCA because it’s
globally recognised.’
‘We’re very focused on
training here,’ agrees Page.
In 2014, GMAC joined
the top 7% of accredited
organisations across the UK
when it was awarded the
Investors in People Gold
standard for realising the

potential of its staff. ‘We
like the ACCA Qualification
because it develops the skills
our accountants need.’ Kuzov
will spend a few months in
each department, learning
the different aspects of the
business, interspersed with
study leave and exams. ‘We’ll
then sit down with him and
decide where the best place
is for him to find a permanent
home,’ says Page.
More than 250 employees
work at GM Financial’s offices
near Cardiff; there are further
offices in the UK at High
Wycombe and Luton, as well
as operations in 18 other
countries. ‘Financial services is

a very interesting place to be at
the moment, and we have the
added benefit of being part of
a global business,’ says Page.
‘Every day I deal with a lot of
different people and ideas.’
So far, Kuzov is impressed.
‘I like the open structure of
the office,’ he says, looking
across the vast open-plan
floor. ‘I can always go to one of
the directors to ask advice, as
they’re not shut away. You can
openly discuss your concerns
and ambitions and get plenty
of feedback. That’s one of the
main reasons I decided to stay
after coming here.’ ■
Liz Fisher, journalist

06/2015 Accounting and Business

Public | Sector

67

The view from
Mark Atkins FCCA, business change manager at
Birmingham City Council and bowls fan

to create space to accommodate staff
from other buildings to achieve further
accommodation savings.
I enjoy the fresh challenge each day
brings and seeing the physical outcome
of strategic space and accommodation
planning that was undertaken months
previously. I then know those plans
have made a positive contribution to the
operational delivery of the city council and
made significant operational cost savings.

I would like to
improve some
of the advanced
strategic thinking
associated with
optimising use of
the administrative
office portfolio
It is difficult to describe an average
day, as the demands of my role are so
diverse. I might be preparing business
cases for potential projects, developing
strategies for the optimal use of the city
council’s retained office portfolio, or
engaging with senior management in
respect of the adoption of agile working
or the management of migration planning
activity. My responsibilities are to ensure
the optimal use of the city council’s
retained administrative office property
portfolio and to promote, and advise on,
agile working.
My current challenges include the
impact of austerity on the public
sector. I also have to increase the
agility of staff working from the city
council’s administrative office estate

I would like to improve some of
the advanced strategic thinking
associated with optimising use of the
administrative office portfolio. Much of
the current planning is reactive.
My advice to others starting out
is to be flexible and prepared to
evolve professionally. I have worked
as an internal auditor, a management
accountant in property services and social
care, a financial accountant working on
our published accounts and, in the last
eight years, on business transformation
projects.
My biggest professional achievement
to date is the planning and project
management of a multi-property
restack programme to create 360
contiguous workstations. This enabled
the vacation of a property that was
costing the city council a lot of money.
Family life keeps me pretty busy. I
am a school governor and treasurer of
my eldest son’s football team. I cycle to
work most days and play crown green
bowls to a high level during the spring
and summer. ■

Get in touch!
It’s always great to hear what
members are up to, so if you would
like to feature in this column, please
contact info@accaglobal.com

Snapshot: housing
shortage
Respected economist Dame Kate
Barker – a former member of the
Bank of England’s Monetary Policy
Committee – told the Labour
government in 2004 that a quarter
of a million homes needed to be
built in the UK every year for 25
years to catch up with the unmet
housing demand. Since then, the
UK has fallen even further behind
that target – contributing to real
growth in house prices and an
unaffordability and unavailability
crisis for young families.
Although house price growth
is now slower than before the
recession, it is again very much
higher than the rate of inflation. In
2014, house prices across the UK
rose by 9.8%; inflation, as measured
by the consumer price index,
increased by a mere 0.5%.
Last year, business secretary
Vince Cable warned that the crisis
in housing under-supply meant that
300,000 new homes a year – twice
the number currently being built –
are now required.
Number of new homes built:
1995: 189,030 (79% private;
2% council; 19% housing
associations (HA))
2001: 174,090 (88% private;
0.2% council; 12% HA)
2007: 226,420 (88% private;
0.1% council; 12% HA)
2013: 137,980 (79% private;
1% council; 20% HA)

*
*
*
*

Source: Office for National Statistics
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Reform school

Online MBAs have been steadily growing in popularity among students, and an
increasing number of business schools are responding to the growing demand
Online MBA programmes
are ideal for working
professionals who wish to
continue their education
while being able to advance
in their career. Not only are
there cost advantages over
the traditional campus-based,
full-time MBA programmes,
but studying online means
less compromises in your
personal and family life and
more flexibility.
As such, and in order to
vie for the best candidates,
the quality of online MBAs
continues to rise as the
accredited providers up their
game to meet a set of more
diverse student needs.
With so many institutions
offering courses, deciding
which one is right for you can
be rather daunting. A good
place to start is to have a
look at rankings from trusted
sources, such as the 2015
Financial Times ranking of
online MBAs (see box), which
is based on surveys of schools
and of alumni who graduated
in 2011. Schools must be
internationally accredited,
and at least 70% of their
programme content must be
delivered online.

Taking – and indeed
retaining – the number one
spot in this year’s rankings is
Spain’s IE Business School.
The reason for IE’s success is
also a good reason for taking
an MBA in the first place,
whether online or not: money.
The Spanish business school’s
alumni earn the highest
average salary, at nearly
US$153,000 (£102,000), a rise
of 43% on their income on
graduation three years ago. In
fact, salaries for MBA students
in general look positive.
A recent survey from
the Graduate Management
Admission Council,
administrators of the GMAT
entry test for business schools,
found that most employers in
2015 plan to increase startingsalaries at or above the rate of
inflation for MBA employees.
The majority of the top 10
business schools in the online
rankings remain in the same
position as last year, including
Durham University Business
School at number six, which
has invested heavily in its
IT infrastructure in order to
compete with the very best.
David Kilgour, programme
director of the Global MBA
Programme,
explains: ‘Durham
University Business
School is a dynamic
‘One word of
institution. As one
caution is that
of the leading
business schools in
online courses
the world, Durham
are just as
is one of a small
demanding,
number of tripleaccredited schools,
sometimes more
and demand for
so, than traditional
our graduates is
high, attracting
courses’
students from
130 nations.

FT ranking of top 10 business schools
1
2
3
4
5
6
7
8
9
10

IE Business School, Spain
Warwick Business School, UK
University of Florida, US
University: D’Amore, US
Indiana University, US
Durham University Business School, UK
Babson College, US
Syracuse University, US
Bradford University School of Management, UK
University of Nebraska, US

From a student perspective,
online courses can have
a number of advantages.
Students can study at their
own pace and can stay at
home and keep their job,
which means there should be
less debt by the end of the
course. Students spend less
time travelling to classes; and
they work in an environment
that they know but where there
are new experiences available.
They can also choose to meet
fellow students at regular
residential seminars.’

Online advantage
Kilgour also highlights the
unique advantages that online
courses offer. ‘They can be
more innovative than taught
programmes through the use
of information technology
and teaching methods like
flipped classrooms and phone
and iPad applications. Blogs,
tweets, podcasts, webcasts,
webinars and online chats
mean that students can
be kept up to date with
developments in their subjects
24/7, and they can do this
within their time constraints.’
But he is quick to point out
that anyone thinking of taking
an online course because they

believe it to be less work than
the alternatives may be in for
a nasty surprise. ‘One word
of caution for students is that
the online courses are just as
demanding, sometimes more
so, than traditional courses
and students have to be able
to devote the time – between
10-20 hours per week – and
be well-organised and able
to work independently to
achieve success.’
Of course, it isn’t only the
students who benefit from this
evolving teaching model. From
a business school perspective,
online courses can also bring
a significant advantage.
‘Increased student numbers
and a more diverse student
population can be developed
by going online, and the
reach and reputation of the
university can be improved by
moving into new geographic
areas,’ says Kilgour.
‘Developments in research
can be communicated
quickly and built into courses,
and the use of information
technology can help teaching
staff develop skills and force
them to try new ways of
communication and delivery.’
The biggest climber in
the FT rankings is the UK’s

»
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Business School Innovation Forum 2015
The Association of MBAs has announced its next Business
School Innovation Forum, which will take place on 25-26 June
in Athens, Greece (left).
The event gathers programme managers, staff and
alumni from business schools across the globe, giving them
an opportunity to network, discuss best practice, exchange
knowledge, and attend seminars and workshops about all
aspects of business education.
For more information about the all aspects of the event
and to download the provisional Business School Innovation
Forum programme, visit the AMBA website at
www.mbaworld.com.

Accessing prospective students
Business school websites, friends and family, and published
rankings are the most effective ways of channelling
information to prospective MBA students, according to a new
survey by GMAC.
Having questioned 15,000 prospective MBA students
across the world, the report found that other influential
sources of information about MBAs for potential students
are alumni and current students, business school admissions
advisers, the GMAT website, academic staff and co-workers
and peers. Only 20% of students questioned used social
networking sites to obtain MBA information even though 95%
of them used social media.

Asia School of Business set to open
A brand new business school is to open in Kuala Lumpur,
Malaysia following a 10-year collaboration between the MIT
Sloan School of Management in the US and Bank Negara
Malaysia (BNM), the nation’s central bank.
The partnership to establish the Asia School of Business
(ASB) has been driven by the increased importance of the
region in the global economy.
The central bank said that ASB would offer degree and
non-degree programmes to serve the needs of Asia and
the broader global economy, with non-degree programmes
starting in September this year and two-year MBA
programmes to open in September 2016.

Bradford University School
of Management, up three
places to ninth overall. Its rise
was also helped by the joint
highest alumni salary increase
of 43%, up from 30% last year.
The rankings also reveal
some interesting statistics
about the true value of an
MBA in real terms. They
show that, at start of their
MBA, nearly three-quarters
of the graduates were
professionals, with 12%
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holding senior manager or
executive roles. Three years
after graduation, nearly 30%
were in senior manager or
executive positions, followed
by professional (27%), other
director/vice-president (16%)
and department head (15%).
The top sector that
graduates entered was
finance and banking at 13%,
followed by the industrial
and information technology/
telecoms sectors at 12% each.

Depressingly, there remains
a gender divide in salaries,
with men earning US$130,000
(£87,000) on average,
US$22,000 (£14,700) more
than women, although the
rise in women’s salaries is 37%
compared with the men’s 30%,
so the gap should close if that
trend continues.
So as competition for
applicants heats up in the
virtual classrooms, what fallout
might there be for institutions

offering traditional campusbased programmes? It seems
that those relying heavily on
revenue from executive and
part-time programmes are
on slightly shaky ground;
they may have to revise their
business model and adapt to
serve a global population that
has begun to expect to be
able to work and study at any
time and from any location. ■
Beth Holmes, journalist
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Dispute directive kicks in
Changes have been made to the way in which firms have to handle complaints from
clients if their internal procedures fail to settle the dispute
The EU’s alternative dispute
resolution directive made
its way into UK legislation
in March, and will affect
consumers, providers of
goods and services, and
providers of alternative
dispute resolution services.
The regulations are
formally known as the
Alternative Dispute Resolution
for Consumer Disputes
(Competent Authorities and
Information) Regulations 2015.
Their purpose is to ensure that
alternative dispute resolution
is available for all contractual
disputes arising out of
complaints by consumers,
and ACCA has produced a

factsheet providing guidance
for practitioners.
ACCA already provides
alternative dispute resolution,
through its conciliation service,
but the factsheet explains
the impact of the recent
legislation on ACCA’s policies
and procedures, and how
ACCA delivers conciliation.
It also highlights a number
of resources available to
members that can help them
with compliance.
The new regulations
lay down that once a firm’s
internal complaints procedure
has been exhausted, it is
required to communicate
certain matters to a client,

including that ACCA is
competent to deal with the
complaint, and whether
the practice would be
prepared to submit to ACCA’s
conciliation process should
ACCA consider the complaint
suitable for conciliation.
Although an ACCA
member is required to
cooperate in the investigation
of a complaint, there is no

obligation to submit to the
conciliation process.
ACCA and its members
must comply with the new
regulations by 9 July 2015.
Technical factsheet 192
is available on the ACCA
website, and there is also
a guidance note to assist
members in implementing
internal complaints handling
procedures. ■
For more information:

Further information on ACCA’s conciliation service is at
tinyurl.com/ACCA-conciliate
ACCA technical factsheet 192 is available at
www.accaglobal.com/ab/195
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Diary

ACCA UK runs an exciting programme of talks, lectures and workshops organised for
members across the country. Here are highlights of upcoming events
England
Fraud and financial
crime: an introduction
for accountants
3 June, Bristol
22 June, Leeds
This half-day workshop will
provide accountants with an
overview of the common forms
of fraud and financial crime. It
will highlight the key warning
signs and fraud hotspots
within organisations, and the
practical steps that can be
taken to reduce risks. To book
at a discounted rate of £60,
call 020 7920 8637.

Essential personal
safety for all
12 June, York
This afternoon workshop
at HMP Full Sutton focuses
on personal safety, with a
demonstration of restraints by
experienced instructors and
a presentation on personal
safety. Men as well as women
are welcome at all Yorkshire
Women’s Network events.

Bank of England
economic outlook
17 June, Milton Keynes
Join us to hear about the Bank
of England’s latest economic
forecasts from the recently
published inflation report. It
will cover the outlook for GDP
growth as well as CPI inflation.

Channel Islands
conference
17-19 June, Jersey
ACCA’s annual conference
focuses on key issues faced
by finance professionals in
the Channel Islands today
and provides the perfect
opportunity to update your
knowledge.

Business taxes
23 June, London
The course will provide
delegates with a practical
understanding of the key
business tax issues that will
affect them in 2015–16.

Manchester
business lunch
26 June, Manchester
Pret A Manger marketing
director Mark Palmer will
share his perspective on the
role of marketing over lunch
at Michael Caines Restaurant
at ABode Manchester. He
will look at how marketers
can work closely with finance
colleagues to unlock business
growth through marketing
and changing perceptions
of marketing from a cost to
a sound investment. He will
also share what he learnt from
his time building the Green &
Black’s chocolate brand.

Undergraduates of the year win trip to China
Aataullah Nasser (left) from the University of Manchester
and Daniel Arnold from the University of Durham have
been named as the winner and runner-up of the ACCAsponsored Future CFO category in the Undergraduate of
the Year competition, run by Target Jobs. Both have won
a trip to China with the chance to meet finance leaders.
Nasser will also receive a summer internship with Talk Talk.
They are pictured with ACCA chief executive Helen Brand.

Isle of Man
summer lunch
26 June, Douglas
Join our summer networking
lunch at Bath & Bottle to
catch up with fellow members
in an informal and friendly
environment. Afterwards,
venture into the venue’s
‘secret’ basement cinema for
a private movie screening,
popcorn included.

Residential conference
for practitioners
10-11 July, Loughborough
This conference offers
practitioners 14 CPD units
in a relaxed and sociable
environment, providing you
with the perfect opportunity to
update your knowledge on the
current developments in the
profession. ■

Aberdeen network dinner goes up a notch
Professional golfer turned fashion designer Christian
MacLeod spoke at the Aberdeen Members’ Network
dinner in March. Around 100 guests heard from the
Highlands-based entrepreneur, who recently had his
luxury CM belt brand featured in GQ. Guests were also
entertained by Bafta award-winning actress Jane McCarry,
better known as Isa from BBC comedy series Still Game.
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Exams pass muster

ACCA’s move to a more flexible exam timetable, with extra sessions and greater opportunity
for resits, has been given top marks by both students and employers, says Alan Hatfield

At ACCA we strive to
think ahead. The roles of
accountants are always
evolving, and we must adapt
to meet the changing needs
of students, employers and
members. This means we
are making changes to the
way our exams are delivered
and structured.
Not only do the changes
– some of which have already
been introduced – ensure we
remain relevant in the modern
world; they also allow for more
flexibility, while maintaining
the rigour and quality of the
ACCA Qualification.
This added flexibility
means employers will be
able to better manage
workloads and sustain
business operations during
the period in which trainees
are developing their skills.
Meanwhile, our focus on
relevance means
employers
can continue
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to be confident that ACCA
members are equipped with
the right skills and knowledge
demanded in the workplace.
‘It is essential to ensure
the ACCA Qualification
reflects what the market
needs in terms of creating
newly qualified finance
professionals,’ says Catherine
Edwards, ACCA’s director
of qualifications. ‘ACCA
has always assessed the
qualification, updating it where
necessary to stay relevant, and
will continue to do so.’

Exam sessions
In terms of flexibility, one of
the most significant changes
will take place this September
where, in selected markets,
we will hold an additional
exam session for the first time
outside the traditional June
and December periods. This
exam session

is a precursor to introducing
four exam sessions a year in all
countries from March 2016.
Both employers and
students have welcomed this
development. Employers have
told us about the potential
benefits the increased choice
and flexibility of having
additional exam sessions
offers them, allowing them to
fit the sessions around their
peak periods of activity and
manage their resourcing. They
can also use the additional
sessions to split out their
trainees in order to better
support their work cycle, while
the new March/September
sessions may also be more
suitable for their recruitment/
appraisal cycles.
Students are delighted
that they can use the
additional exam sessions
to spread out their studies
over a full year, giving them
more flexibility to structure
their learning around their
work and life circumstances.
Students will now also have
the opportunity to resit exams
within three months – as
opposed to six under the
former exam model – meaning
a faster journey towards
potential membership.
We’re doing a lot of work
behind the scenes to bring
about these changes. The
programme is being led by
Judith Bennett who has, in
varying roles, overseen the
delivery of the ACCA
exams for more
than 15 years. ‘It
really is a very
exciting time for
ACCA and all of our
stakeholders,’ she
says. ‘Employers
and students have been

telling us that they want these
changes, so it’s rewarding
and motivating to know our
work will have a real, positive
impact on them. Like me,
many of my colleagues on the
programme have produced
and run the ACCA exams for
a number of years. Having
that pool of knowledge and
expertise means our members
can have real confidence
that these changes will be
introduced successfully.’

Structural change
Some significant changes
to the structure of the
Knowledge and Fundamentals
Skills exams have already
been made in the past 18
months. More sophisticated
questioning methods in the
form of multitask questions
have been used in the FIA and
F1-F3 exams since February
last year. These test students
from a number of different
angles on workplace tasks,
better replicating the types
of scenario they’ll face, and
resulting in students being
better prepared to apply
their knowledge.
In November last year we
added the F4 English and
Global exams to our suite
of on-demand computerbased exams (CBEs), which
are offered at the early levels
of the ACCA exams. They
provide even further flexibility
for students, as they can
choose to sit their exams at a
time and date that suits them.
A new exam structure
for the F5-F9 exams was
introduced from December
2014, using a combination of
objective tests and longer,
written questions within
the same exam. Previously
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these exams only comprised
the longer written question
types, so the introduction
of objective test questions
now allows us to cover the
full breadth of the syllabus
in every exam. The more
traditional, longer, written,
questions will continue
to require expert (human)
marking to ensure that depth
and application of knowledge
is still tested comprehensively.
The inclusion of expert
marking at the higher levels of

the ACCA exams distinguishes
us from a number of other
accountancy bodies. In
recent years, some global
competitors have moved
to a more significant ondemand CBE model, not
requiring expert marking and
subsequently compromising
how rigorously a student is
examined. As a result, we
remain the largest, leading
global accountancy body to
be represented on multiple
education frameworks
benchmarked at
master’s level.
Any changes we
introduce have
Students can use
gone through
the additional
an extensive
exam sessions to
development and
review cycle, so
spread out their
members and
studies over a full
employers can
continue to have
year, giving them
confidence that
more flexibility to
our members
hold a first-class
structure learning
professional
qualification.

Embracing CBEs
Looking further ahead, we
are moving F5-F9 to CBEs
to enhance their relevance.
The exams will continue to
combine longer and objectivetest questions within the same
exam, and will use applications
such as spreadsheets and
word processing within the
questioning environment. This
allows us to assess students on
the tools finance professionals
use in today’s environment
and make them even better
prepared for the workplace.
In January we announced
an agreement with Pearson
VUE, the market leader in
delivering CBEs, for testing
across these exams. This
is being made available
from September 2016 in
selected markets.
We are taking a marketby-market approach to
transitioning our exams so
that changes are implemented
only when each market is
ready for them and has the
capabilities to administer
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CBEs. These exams will be
available during the four
exam sessions that are being
introduced and will take place
at a network of independent
test centres. This will ensure
we provide students with
the same professional
exam environment they
currently experience.
While changes are
being made to the ACCA
Qualification, some aspects
remain unchanged to maintain
rigour. For instance, students
will still be allowed to attempt
a maximum of eight different
exams each year and be
required to complete a
thorough Practical Experience
Requirement to become
ACCA members.
The message is therefore
clear. The ACCA exams may
evolve over time, but the
quality of the qualification will
always remain constant. ■
Alan Hatfield is ACCA
executive director of strategy
and development
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ACCA member
benefits
Employability
Membership improves
earning power and job
prospects on a global
scale.
Influence and
representation
Members play key
roles in representing
and developing the
profession, backed by
cutting-edge research.
Knowledge and
connections
Keep up to date with
our publications and
social media feeds. Our
events let you network
with a large peer group.
Personal development
CPD, training and career
progression support.
ACCA Careers
Our career portal gives
guidance and lists job
vacancies worldwide.
Customer care
Fast and efficient
support around the
clock, by phone, email
and webchat.
Go to www.accaglobal.
com/memberbenefits
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Talent treaty

ACCA and ISCA are collaborating to develop the talent pipeline
for the Singapore accountancy sector
ACCA Singapore and the
Institute of Singapore
Chartered Accountants
(ISCA) have signed a
partnership agreement to
strengthen the accountancy
talent pipeline in Singapore.
This is in anticipation of the
sector’s growth as Singapore
transforms into a leading
global accountancy hub. The
accountancy sector’s GDP
contribution is expected to
grow at a similar rate to other
developed countries such as
Australia and the UK by 2020.
The partnership will expand
the range of opportunities for
those who aspire to become
accountants. It will offer
high-quality education
and training for students
from institutes of technical
education (ITEs), polytechnics
and universities and for midcareer professionals.
Under this partnership,
ACCA and ISCA will
collaborate on the
Fundamentals level of the
ACCA Qualification. ISCA
will also contribute its local
expertise to the F4 (Singapore
Corporate and Business Law)
and F6 (Singapore Taxation)
papers to reflect the current
Singapore legal regime.
The ACCA Fundamentalslevel papers will equip
students with financial and

► Getting ready
for growth
The ACCA/ISCA
partnership will build
capacity in Singapore

management accounting skills
as well as the key technical
areas. They will graduate
with an ACCA Advanced
Diploma in Accounting and
Business, which is recognised
as a degree-equivalent in the
UK and EU. This will provide
students with a foundation
to embark on a professional
accountancy qualification such
as the ACCA Professional level.
A second joint initiative
will be to promote employer
recognition and career
development for aspiring
finance and accounting
professionals. As part of the
collaboration, ACCA will

develop a regional internship
programme for students to
gain practical work experience.
In addition, working closely
with industry partners, ACCA
and ISCA will be jointly
offering career guidance to
all students and mid-career
professionals as well as driving
employability through career
fairs and talks that will be open
to the public.
Other initiatives will include
joint prizes and scholarships
for outstanding students
and also collaborations to
inculcate strategic thinking
among finance and accounting
students and professionals.

Singapore boss takes strategic Asia Pacific role
ACCA has appointed the current head of ACCA Singapore to a key strategy and
development role for Asia Pacific.
Leong Soo Yee will be director – Asia Pacific, with responsibility for developing the
accountancy profession in the Asia Pacific markets of Australia and New Zealand, Cambodia,
China, Hong Kong, Laos, Malaysia, Singapore and Vietnam, and for building ACCA’s profile
there. She will also explore new partnerships to create fresh training and development
opportunities for the 163,000 ACCA members and students in the region.
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