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Good deflation in the UK vs bad deflation in the eurozone

The crisis – or crises? – in the 
eurozone hasn’t been off the 
front pages of the papers 
for some time. Whether its 
the elections in Greece, the 

country’s subsequent efforts to restructure its national debt, 
the announcement that the eurozone economy is now in 
defl ation, or the European Central Bank’s announcement that 
it is fi nally introducing quantitative easing, it’s been quite a 
rollercoaster. We take a look at what negative infl ation really 
means and explore the concepts of good defl ation (as we 
might experience in the UK) versus bad defl ation (a reality in 
the eurozone). See page 22.

Uncertain times for all, and this theme continues in our 
article on risk assurance (see page 18). Companies are facing 
many new types of corporate risk – not least cybersecurity, but 
also including political, reputational and third-party – many of 
which are uninsurable, and they are buying up risk assurance 
from the professional services fi rms in increasing volumes. It 
is a huge growth area, particularly for the Big Four; and with 
regulatory changes in many parts of the world putting pressure 

on audit revenues, the increase in risk assurance revenues is 
most welcome. 

This growth is refl ected in the fi ndings of International 
Accounting Bulletin’s annual survey of the large accountancy 
networks (see page 39). The 52 networks and associations 
surveyed experienced revenue growth in 2014 of 6%, although 
that is still some way off pre-2008 levels. But the audit 
contribution to revenues is on the decline, with most fi rms 
admitting their organic growth was achieved on the back of 
tax and advisory.

Remaining competitive in a fast-changing world is a challenge 
for corporates as well. We look at how a growing number are 
responding to the need to be more agile and innovative by 
bringing in smaller companies – or individuals – with big ideas. 
‘Corporate venturing’ is on the up, and we look at some of its 
more successful exponents (see page 32).

Finally, as spring is around the corner, we have taken the 
opportunity to refresh and brighten our cover and pages to 
refl ect ACCA’s new brand identity. We hope you like it.

Jo Malvern, editor, joanna.malvern@accaglobal.com

Welcome
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▲ Academy honour
PwC’s Martha L Ruiz 
has been named 
co-leader of balloting 
at this year’s Oscars. 
The firm has overseen 
the Academy Awards 
process since 1935

◄ Rescue mission
Greek finance minister 
Yanis Varoufakis met 
Chancellor George 
Osborne to outline his 
plans for restructuring 
Greece's debt with 
growth-linked bonds

► Fast-food first
UK-born Steve 
Easterbrook has 
become the first non-
US CEO of food chain 
McDonald’s, following 
the departure of 
Don Thompson

► Takeover calling
BT shares soared by 4.5% 
after it finalised a deal to 
buy mobile operator EE 
for £12.5bn. BT will buy 
all EE shares currently 
held by Orange and 
Deutsche Telekom
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◄ Traveller oasis
Dubai International 
airport is now the world's 
top hub for international 
travel, overtaking 
Heathrow. Seventy 
million passengers 
passed through last year 

▼ Bigger bite
Apple reported the 
biggest quarterly profit 
ever made by a public 
company – US$18bn 
(£11.8bn) in Q1. Record 
sales of iPhones in China 
fuelled the surge

▼ Bearing up well
Based on Michael 
Bond’s classic story, 
Paddington became 
the highest grossing 
family movie outside 
Hollywood, banking over 
US$2m at the box office
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News round-up
Big Four fi rm accused of mass-marketed tax avoidance, most fi nance team insight seen 
as ‘unhelpful’, audit committee ‘groupthink’ warning, OECD governance too complex

PwC accused by PAC
PwC has been accused by 
parliament’s Public Accounts 
Committee of mass-marketed 
tax avoidance, including 
arrangements used by 
multinationals to channel 
profi ts via Luxembourg. 

PAC chair Margaret Hodge 
said: ‘We believe that PwC’s 
activities represent nothing 
short of the promotion 
of tax avoidance on an 
industrial scale.’ She claimed 
the tax arrangements 
artifi cially diverted profi ts to 
Luxembourg through intra-
company loans. 

PwC was also accused of 
providing misleading evidence 
to MPs. 

PwC denied that it had 
misled the committee and 
disagreed that it promoted tax 
avoidance. ‘But we recognise 
we need to do more to 
explain the positive role we 
play in the tax system and in 
helping businesses to operate 
successfully,’ added the fi rm. 

The PAC recommended 
that HMRC draw up a code 
of practice for tax advisers 
and develop a plan to tackle 
the mass marketing of tax 
avoidance schemes by 
accountancy fi rms.

GT record
Grant Thornton has 
announced record global 
revenues of US$4.7bn, a rise 
of 4.6%, in the year ending 
September. The biggest 
contributions came from the 
Americas, where they grew by 
2.8% to US$2bn, and Europe, 
which recorded a rise of 6.3% 
to US$1.9bn. The fi rm’s global 
workforce increased by 4.3% to 
40,197 people in 130 countries. 
See also page 39.

KPMG gender agenda
KPMG has appointed an 
advisory council to support 
its Women’s Leadership 
Summit, which is to be 
held as a side event at the 
Women’s PGA Championship 
in June. Members include 
Adena Friedman, president 
of Nasdaq; Phebe Novakovic, 
chairman and CEO of General 
Dynamics; Dalynn Hoch, CFO 
of Zurich North America; and 
golfer Stacy Lewis, who is 
an LPGA player and KPMG 
brand ambassador. 

The council also contains 
senior women within KPMG 
in the US – Lynne Doughtie 
is vice chair, advisory; Kathy 
Hopinkah Hannan is national 
managing partner, corporate 
responsibility and diversity; 
and Candy Duncan is chair 
of the Women’s Leadership 
Summit.

Wins and losses
PwC has been dropped by 
Sainsbury’s as its auditor, 
subject to approval at 
this year’s AGM, with 
EY recommended for 
appointment following a 
formal tender process. 

BDO remains the most 
popular auditor for AIM 
companies, according to 
Adviser Rankings. KPMG 
moved into second position, 
overtaking Grant Thornton. 
KPMG won six new AIM audit 
clients in the fi nal quarter 
of last year.

KPMG fined £390,000
KPMG has been fi ned 
£390,000 by the UK 
governance regulator the 
Financial Reporting Council 
after admitting breaches of the 
ethical standards for auditors. 

KPMG and its audit partner 
Greg Watts were found 
to have breached ethical 
standards because the fi rm 
failed to resign as auditor of 
Pendragon when Watts was 
appointed a non-executive 
director of the company. Watts 
was reprimanded and KPMG 
fi ned £162,500 for the breach. 

KPMG was also fi ned a 
further £227,500 because its 
current chief operating offi cer 
James Marsh failed to sell his 
shares in Cable & Wireless 
when he was made a partner 
at the fi rm, which was the 
company’s auditor. Marsh was 
fi ned £39,000. 

KPMG responded: ‘While 
none of the breaches had a 
substantive impact on our 
clients, we accept that there 
were shortcomings in our 
procedures around the matters 
examined by the tribunal and 
we are disappointed that 
they occurred.…

‘We are pleased that 
the tribunal agrees that 

these breaches were 
unintentional on our part 
and that they acknowledge 
the signifi cant efforts we 
have made (and continue to 
make) improving our internal 
processes and controls.’

Praxity keeps growing
The Praxity network of 
independent accountancy 
fi rms has reported a 7% 
increase in member revenues 
for 2014. This is the eighth 
successive year of revenue 
growth. Fee income hit 
US$4.4bn in 2014, up from 
US$4.1bn in 2013. 

Growth was led by 
corporate fi nance activity, 
where revenues rose by 
over 37%. But income from 
corporate recovery and 
insolvency fell by 4% and 
litigation support by over 28%. 
The region posting the highest 
growth was Latin America, at 
over 35% (see also page 39). 

Praxity member fi rms 
include Mazars and BKD. »  

EY targets the 
armed forces

EY is to actively recruit from 
the armed services, after 
signing the Armed Forces 
Military Covenant. The 
agreement commits EY to 
support the employment of 
veterans and their families 
and assist existing employees who become members of 
the reserve forces. 

EY currently employs more than 40 former military 
personnel in the UK and Ireland. The fi rm promises to work 
closely with candidates from the armed services to help 
them to translate their military experience into transferable 
skills for the private sector and will provide ongoing 
support through a mentoring scheme.
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Deloitte appeal victory
Deloitte has won a partial 
victory at the Financial 
Reporting Council’s appeal 
tribunal. The tribunal upheld 
the appeal by Deloitte and 
its former partner Maghsoud 
Einollahi against fi ndings of 
misconduct regarding ‘Project 
Aircraft’, on work to realise MG 
Rover tax losses. However, the 
tribunal upheld misconduct 
fi ndings in relation to MG 
Rover’s ‘Project Platinum’ to 
dispose of the car company’s 
loan book. 

A spokesman for Deloitte 
said: ‘We are pleased 
that the fi ndings of failing 
adequately to consider the 
public interest and deliberate 
serious misconduct have been 
overturned… However, we 
accept the tribunal’s fi ndings 
that aspects of our client 
engagement processes could 
have been better.’

Sproul stays Deloitte CEO
David Sproul has been re-
elected as Deloitte UK senior 
partner and chief executive. 
His second term will begin 
in June. During Sproul’s fi rst 
four-year term, revenues rose 
by more than 20% and partner 
and employee numbers 
increased by over 10%.

No turning back on IFRS
The adoption of International 
Financial Reporting Standards 
(IFRS) has markedly improved 
the quality of cross-border 
fi nancial communication, 
according to EY’s report 
International GAAP 2015. 

Despite global 
policymakers raising concerns 
that the use of IFRS might 
have been a mistake, the 
report warns that any move 
away from IFRS would be a 
backward step. It added that 
the use of IFRS over the last 
year has continued to grow 
around the world.

Info battle for CFOs
CFOs in global companies 
fi nd it increasingly diffi cult 
to satisfy investor demands 
for information and their 
regulatory obligations, 
according to an EY report 
Connected reporting: 
responding to complexity and 
rising stakeholder demands. 
Some 70% of global CFOs fi nd 
it hard to meet the competing 
demands, while 74% believe 
their company reporting needs 
to move beyond compliance 
to provide information that is 
useful to current and potential 
investors on areas such as 
strategy and forecasting. 

Most info ‘unhelpful’
Only 40% of companies 
believe their fi nance team’s 
management information 
is insightful, according to a 
survey conducted by Deloitte. 
For larger companies – those 
with turnovers above £100m – 
a mere 35% think fi nancial data 
is helpful. 

The research also found 
that two-thirds of businesses 
do not regularly review fi nance 
data for accuracy. Less than a 
quarter of respondents believe 
that data quality measurement 
is embedded in their business. 

‘Groupthink’ warning
Audit committees are 
vulnerable to ‘groupthink’ and 
would benefi t from greater 
diversity of membership, 
according to a UK study, 
forming part of KPMG’s 
2015 Global audit committee 
survey (see also page 26). 

‘Gender, ethnicity and 
other “observable” elements 
of diversity are hugely 
important, but if UK Plc is 
really serious about having 
truly diverse boards then 
diversity of thinking must be 
right up there on the board’s 
agenda,’ said Tim Copnell, 
chairman of KPMG’s UK Audit 
Committee Institute. 

He added that committees 
need greater technology 
expertise and to provide more 
time for open dialogue.

No ethical proof
FTSE 100 companies are 
failing to provide investors 
with clear measures of how 
they maintain robust ethical 
standards, according to 
a study by the Chartered 
Institute of Internal Auditors. 

While 91% of FTSE 100 
companies claim to have high 
standards of business ethics 
and integrity in their annual 
reports, only 8% provided 
a metric of their company’s 
ethical performance, the 
study found. 

Ian Peters, chief 
executive of CIIA, said: 

‘Recent corporate scandals 
have provided ample 
demonstration of the material 
risk that poor ethical standards 
can pose to businesses.’ 

Governance too complex
The Organisation for 
Economic Cooperation and 
Development’s principles 
of corporate governance 
need to be simplifi ed and 
focus on fewer high-level 
principles, ACCA has urged in 
response to the OECD’s public 
consultation. The principles 
affect how countries develop 
their tax codes. 

Adrian Berendt, chair 
of ACCA’s Global Forum 
for Governance, Risk and 
Performance, said: ‘There 
is increasing emphasis on 
ethical behaviour and culture 
in fi nancial services, but 
the OECD has missed the 
opportunity to address these 
issues in the guidance.’

Glass ceiling in politics
Women remain signifi cantly 
under-represented in politically 
elected positions and 
ministerial posts, according 
to a study by the World Bank 
and the Women in Parliaments 
Global Forum, supported by 
EY. The study, The female 
political career, found that 
‘genderisation’ of roles and 
expectations are a barrier to 
women that prevent most from 
rising to political heights. 

Uschi Schreiber, EY’s 
global vice chair for markets, 
said: ‘The lack of female 
representation in our national 
legislatures, and in ministerial 
positions, matters as much as 
in the corporate boardroom.’ 
The report was launched at 
the World Economic Forum at 
Davos.

Gay rights at Davos
Gay rights have been 
discussed at the World 
Economic Forum for the fi rst 
time. Beth Brooke-Marciniak, 
EY’s global vice-chair of public 
policy, told the Forum that Tim 

Aston Martin CFO 
takes the wheel at 
Rolls-Royce

Aston Martin’s CFO Hanno 
Kirner has left the luxury 
car-maker to take up the 
same role at Rolls-Royce’s 
land and sea division. 
Kirner, who had been at 
Aston Martin since 2010, has been replaced by former 
Deloitte partner Vikram Bhatia.

There have been a number of changes in the Aston 
Martin executive team since October 2014 when Andy 
Palmer joined as CEO. 

Other recent appointments at the company include a 
new marketing director, senior engineer and four global 
sales division heads.
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Cook, Apple’s chief executive, 
coming out as gay had been 
an important step. 

‘As an out executive at 
EY, everyone seemed to 
want to know what I thought 
this meant for lesbian, gay, 
bisexual and transgender 
inclusion on a global scale,’ 
Brooke-Marciniak said. ‘Since 
coming out in 2011, I have 
been publicly truer to myself, 
and more authentic with 
others. Quite simply, it has 
made me a better leader.’ 
See also page 62.

Amazon deal ‘broke law’
The European Commission 
has published the initial 
fi ndings of its investigation 
into Luxembourg’s tax deal 
with Amazon. EC investigators 
believe Luxembourg broke 
EU law by offering the online 
retailer a lower, capped, 
tax liability. The EC has 
indicated that Amazon 
could be required to repay 
underpaid tax, which could 
run to hundreds of millions 
of euros. Both Luxembourg 
and Amazon reject the 

fi ndings, arguing that their 
tax agreements comply with 
EU law.

Autonomy probe ends
The Serious Fraud Offi ce 
has closed its investigation 
into IT company Autonomy’s 
accounting practices and 
the sale of the business 
to Hewlett-Packard. The 
investigation was opened in 
early 2013, following a referral 
from HP. 

In a statement, the SFO 
said: ‘In respect of some 
aspects of the allegations, the 
SFO has concluded that, on 
the information available to it, 
there is insuffi cient evidence 
for a realistic prospect of 
conviction. In respect of 
other aspects and on the 
application of well-established 
principles, jurisdiction over the 
investigation has been ceded 
to the US authorities, whose 
investigation is ongoing.’

Reckitt fined for failures
Reckitt Benckiser Group 
has been fi ned £539,800 for 
failings in its systems and 

controls that meant senior 
executives’ dealings in the 
company’s shares were not 
monitored. These failings 
contributed to late and 
incomplete disclosure to the 
market over several years. 

Georgina Philippou, acting 
director of enforcement 
and market oversight at 
UK fi nancial regulator the 
Financial Conduct Authority, 
said: ‘The FCA expects all 
listed companies to learn the 
lessons from this case and 
to ensure they have the right 
controls and training in place.’

DfE accounts qualified
The National Audit Offi ce 
has provided an adverse 
opinion on the accounts of the 
Department for Education. 
The department exceeded its 
approved expenditure limit, 
and its accounts included 
error and uncertainty that the 
NAO regarded as ‘material 
and pervasive’. 

Problems arose from the 
large number of academy 
schools that are now 
the responsibility of the 

department rather than of 
local authorities. 

Amyas Morse, comptroller 
and auditor general, said: ‘The 
inability of the Department 
for Education to prepare 
fi nancial statements providing 
a true and fair view of fi nancial 
activity by its group of 
bodies means that it is not 
meeting the accountability 
requirements of parliament.’

Sutcliffe moves on 
Jim Sutcliffe has stepped 
down as chair of the Financial 
Reporting Council’s codes and 
standards committee and an 
FRC board member.  

The resignation follows 
Sutcliffe’s appointment as 
a non-executive director, 
deputy chairman and strategy 
director of legal services fi rm 
Quindell. Sutcliffe will receive 
share options as part of his 
remuneration package – in 
breach of the FRC’s code of 
governance. 

Quindell’s accounting 
practices are at present 
being independently reviewed 
by PwC. »

Almost a third (31%) of the 
world’s top companies are 
led by MBA graduates. 
This year’s Financial Times 
Global MBA rankings 
shows elite business 
schools account for 104 
CEOs in FT500 companies, 
with nine schools 
accounting for 74 of them, 
and Harvard alone for 28; 
the graphic here gives 
a breakdown.

1 23 schools
2 Four schools
3 NYU: Stern
3 University of Virginia: Darden
4 Columbia Business School
6 University of Pennsylvania: Wharton
6 University of Chicago: Booth
6 Northwestern University: Kellogg
8 Stanford GSB
9 Insead
28 Harvard Business School

1

2

3

3

4

6

6

6

8

9

28

Number of MBA graduates who are CEOs of an FT500 company
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Green takes FRRP chair
Geoffrey Green has been 
appointed chair of the 
Financial Reporting Review 
Panel from April, when Richard 
Fleck steps down. Green was 
senior partner of law fi rm 
Ashurst from 1998 to 2008 and 
managing partner for its Asia 
business from 2008 to 2013. 

David Childs, chair of the 
FRC’s conduct committee, 
said: ‘Geoffrey Green’s 
keen interest in corporate 
governance combined with 
his reputation as a highly 
regarded corporate lawyer 
make him an excellent 
appointment as chair of 
the FRRP. He combines the 
intellectual rigour required 
for the role with a pragmatic 
approach, which will help 
the panel continue to reach 
appropriate judgments.’

A million go online
The online Your Tax Account 
facility now has more than a 
million business subscribers, 
HMRC has announced. The 
service was launched in May of 
last year. 

Your Tax Account provides 
a single portal for small fi rms 
to manage their tax affairs, 
including PAYE records, 
liabilities and self-assessment 
information. 

UK confidence up
Consumer confi dence in the 
UK is rising faster than in other 
markets globally, according to 
data compiled by Nielsen. UK 
confi dence rose by 10 points 
last year. The UK was 21st out 
of 60 countries measured – but 
across all the nations surveyed, 
consumer confi dence was 
measured as a negative.

Tax relief plea for energy
The oil and gas industry is 
pleading for the government 
to extend tax relief to the 
sector to counteract the 
impact of falling oil prices. 
Without a change in the tax 
regime, the industry said that 
investment and jobs in the UK 
will be lost. 

Malcolm Webb, Oil & Gas 
UK’s chief executive, said: 
‘The Treasury’s promise in last 
year’s Autumn Statement of 
a simplifi ed tax allowance to 
encourage new investment 
must be delivered by Budget 
2015 if it is to have any impact. 
However, with the continued 
falling and potentially 
sustained low oil price, this is 
no longer enough.’ 

Webb argued that industry 
tax rates of 60% to 80% were 
no longer affordable.

Banks set to recruit
Almost half of businesses 
in the banking and fi nancial 
services sector expect to 
recruit this year, according to 
Michael Page’s 2015 annual 
salary survey of the sector. 
While 45% of respondents 
expect some increase in 
personnel, nearly 20% 
predicted headcount will 
rise ‘signifi cantly’. Some 58% 
expect salaries to rise. 

ECB hits QE button
The European Central 
Bank will inject more than 
€1 trillion into the eurozone 
with a quantitative easing 
programme in which €60bn 
of assets will be purchased 
monthly. The programme is 
unfunded and so will increase 
the money supply and 
stimulate economic activity. 

Purchases will continue 
until at least September next 
year, but will continue if the 2% 
infl ation target has not been 
hit by then. 

The value of the euro fell 
from almost US$1.22 at the 
turn of the year to US$1.13 
after the announcement. 
Analysts expect the value of 
the euro to continue to fall.

Change looms for banks
Banks will have to undertake 
major transformation exercises 
and ‘reinvent themselves’, 
according to EY’s Global 
banking outlook 2015. 

To succeed in the new 
operating environment, banks 
will need to focus more on 
profi tability, targeting specifi c 
activities for revenue growth. 
They will rationalise their 
structures, with narrower 
objectives, serving fewer 
customer segments and with 
greater outsourcing of back-
offi ce functions. Banks will 
also have to offer customised 
products that refl ect the 
specifi c needs of account 
holders. ■

Compiled by Paul Gosling, 
journalist

World’s richest 1% to earn more than all the rest put together

The combined wealth of the world’s richest 1% will overtake that of the other 99% some time 
next year on current trends, says Oxfam. A further statistic is that 80 billionaires have the 
same wealth as the bottom half of the world’s population. Oxfam’s report, launched at Davos, 
Wealth: having it all and wanting more, urges governments to take action against inequality. 

‘Global wealth is increasingly concentrated in the hands of a small wealthy elite,’ says the 
report. ‘These wealthy individuals have generated and sustained their vast riches through 
their interests and activities in a few important economic sectors, including fi nance and 
insurance, and pharmaceuticals and healthcare.’
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Dubai dream
Conor Lawler ACCA has gone from Belgrade to Baku to bag one of the top jobs in 
hospitality as senior vice president finance of Dubai’s iconic hotel, Atlantis The Palm

He will also play a key role in developing Royal Atlantis, the 
second phase of the overall property development. A three-year 
project planned for completion by the end of 2017, Royal Atlantis 
will have 800 bedrooms and 250 apartments, and demand an 
investment of US$1.4bn. It is the resort’s first residential venture 
and will offer properties for sale and for rent.

Qualification is key
Lawler cites his ACCA Qualification and training as a great 
enabler to his career progression. ‘It has without doubt been 
key to achieving bigger and better positions,’ he says. He 
gained his Qualification relatively late in his career, aged 44, 
having initially graduated with a BSc in business management 
at Trinity College, Dublin. ‘In hindsight,’ he says, ‘I should 
have completed my ACCA training much earlier. I was prompted 
to do it by going for different positions and finding myself 
up against ACCA-qualified people, which clearly gave them 
the edge. It has given me insights into aspects such as hedge 
accounting or purchase price accounting that I would not have 
necessarily encountered normally.’

So what would he say are his three greatest achievements? 
‘My ACCA Qualification, my original degree and my family,’ »  

There is something of the fairy tale about the Atlantis 
The Palm resort in Dubai. An impressive and elegant 
palatial structure, nestling in the warm waters of the 

Gulf, it is one of the most recognisable buildings in a city 
with many wonders. Its senior vice president finance is Conor 
Lawler ACCA, whose career has taken him far beyond his 
beginnings as a finance graduate in hotel management at 
Dublin College of Catering, Ireland.

The 47-year-old Irishman not only has wide geographical 
experience but has also worked at every level in financial 
management; he was even a business owner, with all the 
valuable experience that brings. Despite all that travel, he 
still speaks with a lilting Irish accent, and conveys a wealth of 
knowledge and experience, both as a finance executive and 
within the hospitality sector.

His work with the Hyatt International hotel chain between 
1993 and 2000 took him first to Dubai, then on to positions of 
increasing responsibility in Belgrade in Yugoslavia, and Baku in 
Azerbaijan. They were experiences he clearly values within his 
career progression.

‘Belgrade was an interesting time,’ he recalls. ‘It was during 
the Bosnian war – a time of hyperinflation.’ Being open to 
travelling is key to succeeding in jobs like his, he says. ‘Each 
location I’ve worked in has its own unique identifiers: Belgrade 
during the war; Dubai in 1993 at the start of its pioneering 
growth; Baku, another huge development location and very 
much a cash-driven society.’

In 2000, he moved back to Ireland, to County Wicklow, to run 
his own business, Kitty’s Bar and Restaurant, in Arklow (he grew 
up in neighbouring County Carlow). It was a hugely important 
move, he says, that gave him an insight into all aspects of 
running a company – not simply from the financial perspective.

In 2005, having doubled turnover and value, he sold 
the business to work for procurement hospitality company 
Marketboomer in Dublin before moving back to Dubai, this time 
to Atlantis The Palm. There, he currently oversees the hotel’s 
overall financial and logistical operations, as well as the more 
strategic aspects of owner relationships, banking relationships 
and financing arrangements.

He oversees around 150 staff – 30 cashiers, 50 in general 
accounting, 15 in procurement, and the remainder in areas such 
as logistics and inventory.

When asked about his objectives and challenges in his role, 
he replies: ‘To develop more controls and a risk environment 
within the property.’ He wants to continue to drive the business 
forward in terms of occupancy and profitability. 

2014 
Senior vice president finance, Atlantis 
The Palm

2010
Vice president finance, Atlantis  
The Palm

2005
General manager and CFO, Marketboomer International

2000 
Owner-manager of the 110-seater Kitty’s Bar and 
Restaurant, Arklow, County Wicklow, Ireland  

1998
FD roles at Hyatt Hotels in Dubai, Belgrade and Baku

1990
Area controller and hotel accountant roles at  
Forte Hotels, UK
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‘I was going 
for different 

positions and 
finding myself 

up against ACCA-
qualified people’
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the top international hotel chains and a number of very high-
quality and established regional brands. The city has consistently 
maintained around 15% annual growth in tourist numbers over 
the past few years.

Lawler says: ‘Everyone in Dubai builds to the premium end 
of the market; what’s more, the five-star benchmark here is 
higher than in a lot of cities worldwide. The city’s development 
plans are to double the existing inventory by 2020. This target 
is across all star ratings. What makes Dubai’s hospitality offering 
even stronger is that it’s rightly perceived as a safe location in 

he says. Married for 20 years, he has a 16-year-old daughter 
whose education was a major reason for his return to Ireland to 
start his own business.

Hospitality hotspot
Dubai has forged a reputation as a world-leading destination, 
both for expatriate residents and tourists. It has a hugely 
developed and still burgeoning hotel infrastructure offering 
some of the world’s most enviable resort properties, with service 
levels to match. There is fierce competition between many of 
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Basics Tips

There is, however, what Lawler describes as a tendency for 
financial managers in the region not to see the bigger picture 
sometimes. He believes they should perhaps be taking their 
cue from the government’s Dubai Vision 2020, with its long-term 
plans for new developments and sustainability initiatives.

That said, a significant step has been the recent creation of 
a local body focusing on the specific needs of the accounting 
sector within the UAE. The already established UAE Accountants 
and Auditors Association (AAA) has partnered with ACCA to 
set up a new training and qualification standard. The UAECA 
qualification, as it will be known, will fully meet ACCA standards.

At Atlantis The Palm, the gearing ratio remains around 50%. 
Lawler insists that his long-term aim is to further enhance the 
hotel’s financial structure by minimising interest and long-term 
debt. ‘We aim to develop all aspects of the business and not just 
our rooms,’ he says. ‘Our 22 food and beverage outlets, retail 
provision and onsite water park provide substantial revenue 
each year. We push the boundaries of operating a complete 
resort and do things that other resorts don’t do. Supporting our 
unique resort offerings, we have dolphin and marine specialists, 
a veterinary team and water park specialists.’ ■

Mark Atkinson, journalist based in Dubai

terms of banking and inward investments from less secure parts 
of the Middle East.’

On the other hand, with expats making up over 80% of 
the emirate’s total population, the lack of locally trained 
professionals has always been a big issue in Dubai’s hospitality 
sector. Lawler says Atlantis The Palm employs a number of 
expats, as well as Emiratis in key positions.

‘With a large proportion of visitors from other Arabian 
Gulf states, we plan to increase this in terms of front-of-house 
functions. There is a need to employ more Emiratis in the Dubai 
hospitality industry in general. In all cases we have robust 
training and development schemes, and also ensure security 
staff go through local training with departments such as Dubai 
police and fire.’

Leadership lessons
In terms of his management style, Lawler has taken his cue from 
the valuable leadership lessons from previous bosses over his 
career. ‘Some of the lessons that have stayed with me are to have 
a calm management style but at the same time be firm and keep 
things to the point,’ he says. ‘It is crucially important to keep a 
clear financial overview but also to work with operations and all 
other functions within the organisation to gain a real strategic 
understanding of the needs of the operation overall.’

He focuses more on encouraging an entrepreneurial and 
teamworking spirit for the greater good of the company: ‘To get 
people involved, develop their own thoughts and manage their 
own units – but within a predefined framework.’

Built on Dubai’s man-made 
archipelago, the Palm Jumeirah  
five-star hotel Atlantis The Palm 
opened in September 2008. It is 
entirely owned by the government’s 
sovereign wealth fund Investment 
Corporation of Dubai, and managed 
by Kerzner International Management.

US$1.5bn
Initial investment in the hotel.

1,537 
Number of bedrooms, with 88% average occupancy rate.

3,200
Number of staff, including around 150 in general 
accounting, cashiers, procurement and logistics.

5m 
Number of food and beverage covers served each year.

1.5m  
Annual number of visitors to hotel’s onsite water park.

* ‘Get qualified young. Qualifications 
are the most important thing.’

* ‘Stay focused. Know where you 
want to get to, the experience 
you want to gain and the areas 
you want to specialise in.’

* ‘Keep up with the latest technologies.’

* ‘Maintain an open mind. We’ve seen booms and 
busts and we’ll see them again. The systems and 
contracts you devise need to be adaptable to scale 
up or down quickly.’

* ‘Be open to travel. Each country has its own 
business methods, banking arrangements, laws 
and economic climates, which will bring you 
valuable experience.’

* ‘Don’t be afraid to try things and take calculated 
risks. At some stage, owning your own business is a  
real insight into all aspects of running  
a company.’

For more information:

More on ACCA’s strategic partnership with the UAE’s AAA 
at: www.accaglobal.com/ab151 
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Risk and reward
With new types of corporate risk emerging, most uninsurable, it’s unsurprising 

that professional services firms are seeing huge growth in risk assurance

The extent of the risks faced by multinationals in the modern 
world was discussed in a recent study by Deloitte. The Value 
Killers Revisited: A risk management study looked at the 1,000 
largest global public corporations and assessed the financial 
losses suffered by them as a result of four broad categories 
of risk (strategic, financial, operational and external risks). The 
report focused on events that have caused losses in value of 20% 
or more in a company within a one-month period (relative to a 
broad market index).

Taking a fall
The report, published in 2014, found that in the preceding 10 
years, 38% of the 1,000 largest companies in the world had 
suffered a fall in their share price of more than 20%. Almost one 

in five of these companies had waited 
for more than a year before their share 
price had recovered, and one company 
had lost as much as 81% of its value.

Deloitte analysed 142 of the most 
serious loss events, and found that 
almost 90% of the companies were 
hurt by several risks working together, 
even if triggered by a specific single 
event. ‘Most often, a low-frequency risk 
acted in conjunction with another risk 
the company did not anticipate, with 
loss-creating events spreading from 
one part of a company to another,’ 
said the report. In other words, a 
‘black swan’ event that was industry- 
or even economy-wide exposed the 
weaknesses of individual companies. 

The hacking of Sony Pictures Entertainment at the end 
of last year in which more than 100 terabytes of data 
were stolen, including personal information on Sony 

Pictures’ employees and internal emails, illustrates vividly the 
scale of technology-based risks that companies face in the 
modern world. Sony has never skimped on its technology 
spend – its systems and processes are, by any barometer, 
excellent – yet it was still hacked by a group that had 
targeted it specifically and that was intent on doing harm.

The external estimates of the losses suffered by Sony in 
this latest hacking range from $44m to over $100m, although 
Michael Lynton, CEO of Sony Pictures Entertainment, was 
quoted by Reuters as saying that the cost would be ‘far 
less than anyone is imagining’ and ‘well within the bounds 
of insurance’. Sony has admitted 
previously that the 2011 hacking 
of its PlayStation network, in which 
customer data was stolen, cost the 
corporation $171m.

Technological transformation and 
the interconnectedness of the modern 
business world has brought with it 
many opportunities, but also a far 
greater potential for disaster, mistakes 
and losses. The world moves much 
more quickly and the connections 
between consumers, suppliers, other 
third parties and companies are 
closer than ever – in risk terms, a vast 
interconnecting network of dominos, 
vulnerable to a topple anywhere along 
the line.

Mandatory 
audit rotation 

is hitting audit 
revenues, making 

risk assurance 
services a boon
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Risk and reward

‘An isolated risk may be manageable,’ said the report, ‘but  
the biggest losses were the result of contagion, when 
weaknesses in one part of a company almost always triggered 
problems elsewhere’.

Growth business
This partly helps to explain why one of the fastest-growing 
lines of business offered by the large accountancy firms these 
days is assurance services. Some of the more familiar services, 
such as internal audit, are fast being supplemented by less 
recognisable options including cloud assurance, cyber security 
assurance, third-party assurance and reputation assurance. These 
fill a market need, but have the added benefit of being a non-
restricted service that can be offered to audit as well as non-audit 
clients. At a time when mandatory audit rotation will inevitably hit 
audit revenues, these new services are a boon. 

Marco Amitrano, head of PwC’s risk assurance business in the 
UK, says that its assurance business has quadrupled in size in the 
past six years. PwC’s 2014 annual review showed that worldwide 
revenues from its assurance business increased by 3% over 
the year to $15.1bn – the UK’s assurance business increased its 
revenues by 6% to just over £1bn, and the risk assurance business 
recorded double-digit growth for the fifth consecutive year. 

‘There are three main macro drivers behind the market 
increase,’ says Amitrano. ‘One is technological transformation, 
one is the increase in regulation, particularly in financial 
services, and the third is business transformation – companies 
are having to change their business models because of shifting 

consumer behaviour and so on. The result is a great deal of 
uncertainty for management.’

PwC’s answer is to offer assurance services based around 
what it calls ‘the six gamechangers’ that boards are facing. 
These include ‘digital trust’ (otherwise known as cyber security), 
‘regulatory response’ and ‘transformation confidence’ (generally 
meaning major projects assurance), but also services centred 
around ‘enterprise resilience’ (which Amitrano likens to looking 
after the corporate immune system), ‘third-party trust’ (mainly 
covering assurance of contractual arrangements), and ‘culture and 
behaviours’ (essentially making sure that the corporate culture 
does not encourage risky or potentially damaging behaviour).

The other large firms offer similar or variations of the same 
services, although organised differently. In fact, these newer 
assurance services seem to have blurred the line between 
assurance and consulting – some, particularly cyber security, are 
offered under the ‘risk consulting’ banner in some firms, and 
under ‘risk assurance’ in others. 

‘I’ve always argued that risk 
assurance is a business that is on 
the audit end of consulting and 
the consulting end of audit,’ says 
Amitrano. The distinction, he 
argues, is that consulting offers 
solutions from within the client walls, 
while assurance offers independent 
reassurance. ‘By offering 
reassurance we have to offer a level 
of independence or the value of it 
diminishes, so we never go to the 

client side. We all advise clients but it’s the context that is important 
– you are either on the inside, or you are trusted but on the outside.’ 

Assurance or insurance?
There are two other reasons raised for the increased demand for 
risk assurance services. The more controversial one is the inability 
of many companies to obtain insurance for modern business 
risks, particularly cyber security risks.

A report by London Market Group and the Boston Consulting 
Group, London Matters: The competitive position of the London 
insurance market, states that perhaps the biggest challenge for 
the insurance sector ‘lies in finding solutions for new types of 
corporate risks’, including reputation risk and cyber risk. ‘The 
insurance industry,’ it adds, ‘has failed to keep up with changing 
business needs and some chief executives say that as much as 
90% of their corporate risks are currently not insurable, because 
nobody has come up with the right products’.

The report continues: ‘At the heart of the challenge is the fact 
that a large proportion of the risks faced by companies today 
are intangible and often linked to soft assets like brand and 
reputation. These risks are hard to measure and quantify, both in 
terms of severity and likelihood, which, coupled with the strong 
regulatory and commercial imperative only to accept risks that can 
be reliably quantified, creates a conundrum for insurers and their 
customers. The global insurance industry has recently made » 

▼ Hacked off
A man holds up a souvenir 
cup from The Interview, 
the provocative comedy 
film that triggered 
a devastating cyber 
attack on Sony Pictures 
Entertainment
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efforts to provide products for some of these risks, but the take up 
has been relatively low. This is partly because customers’ needs 
are evolving rapidly… and partly because, in an effort to limit the 
downside represented by a hard-to-quantify risk, many policies are 
too inflexible and have too many exclusions and limits.’

EY has identified cyber risk as one of the biggest challenges 
to the insurance market in 2015, mainly because it is so difficult 
to quantify the risks involved. Shaun Crawford, global head of 
insurance at EY, says: ‘It will only be a matter of time before 
insurers simply refuse to accept the undefined transfer of risks. 
But in the short term, it is likely that they will start to demand 
evidence of adequate cyber risk controls from businesses that 
demonstrates that they are taking cyber crime seriously and 
are taking the necessary steps to avoid opening themselves 
up to attack.’ Cyber risk assurance services could provide the 
documented evidence that insurers are looking for.

This brings us to the wider issue of risk management and 
reporting. The quantity (but not necessarily quality) of risk 
reporting by organisations has increased since the financial 
crisis, prompted partly by increased regulation (particularly in the 
financial sector) around risk disclosure (for more on this, see page 
42). It is also widely accepted that generally, risk management 
has improved since the crisis. As business risks have increased, 
companies are becoming better prepared to tackle them.

The impact of better risk management is hinted at in 
Deloitte’s Value Killers report. The firm carried out an identical 
study in 2005, when it found that 48% of the world’s largest 
companies had encountered a ‘value-killer risk’, 10% more than 
in the 2014 study. ‘We can hypothesise that this is due to the 
improved and expanded use of risk management,’ says Deloitte 
in its 2014 report, ‘but we cannot be certain.’ (Another possibility, 
it acknowledges, is that the global financial crisis had generated 
such unprecedented stock market drops over recent years that 
this obscured or distorted what in other circumstances would be 
recognised as a value-killer loss.)

Beyond auditing
The expected growth in assurance services raises the question 
of how firms will make sure that they have the skills to cope with 
the demand. In the January A&B, IFAC president Olivia Kirtley 
said that making sure that they had the right people in place 
was one of the major challenges for finance heads – in particular, 
whether they had people with the right skills for areas such as 
cyber security. 

PwC’s Amitrano says this is something that is consistently on 
his agenda: ‘We have 6,000 people in our assurance practice, 
most of whom are auditing. A big question for us is how we 
can make sure that we increase the agility of that group while 
we develop these other risk assurance services. It raises real 
questions for career development. It’s important to keep moving 
people around, but also to make sure that we have the technical 
specialists we need in key areas such as cyber security.’ Auditing 
as the boring option? Not any more. ■

Liz Fisher, journalist

Assurance services

The newer assurance services offered by firms include:

* Performance assurance/reputation assurance: an 
examination of the relationship with suppliers, 
outsourcers, offshore operations and other third-party 
relationships on which a business depends. 

* Technology assurance: this generally includes 
making sure that the client is making the most of 
new developments in technology, and managing 
digital transformation efficiently, but can also include 
confidence in online delivery platforms and processes 
and other IT systems.

* Data assurance: this covers data collection and 
management, security, privacy and data integration. 

* Cloud assurance: this includes the management of 
a transition to cloud storage, third-party assurance, 
service capacity, cost control, compliance with 
regulation, customer confidence and security. 

* Projects assurance: this arises from the knowledge that 
a significant proportion of change programmes fail 
or under-deliver. Project assurance reviews everything 
from the business case to getting the most from third 
parties involved in the process.

For more information:

Read London Matters: The competitive position of the 
London insurance market at tinyurl.com/n7j84gd

Read The value killers revisited: A risk management study 
at tinyurl.com/k8yoghw
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Standing on the forecourt of your local garage filling 
up the car with petrol is a slightly more pleasant 
experience these days, at least on the wallet. The  

price of unleaded fuel in the UK in early February 2015 
was 105.9p per litre, with one petrol station in Birmingham 
charging 99.7p per litre – a price not seen since 2009. Petrol 
may only be one example of prices going down, but paying 
less cash in return for a full tank makes it hard to see what is 
bad about deflation. 

Cheaper fuel, along with lower energy prices, contributed 
to a drop in the UK rate of inflation of 0.5% in December 2014, 
down from 1% in November (as measured by the Consumer 
Prices Index (CPI)). According to the Office for National Statistics 
(ONS), the last time 12-monthly inflation in the UK was this low 
was in May 2000. This is record-breaking, partly because CPI data 
only goes back to 1989. But even on other measures, you have 

to look back to the 1950s to find similar stories on price inflation/
deflation. Historic stuff. 

The inflation – sorry, the deflation – picture in the eurozone is 
even more remarkable. Deflation across the 19 countries that use 
the eurozone currency appears to be gathering pace. In January, 
prices in the eurozone were down 0.6% compared with January 
2014. That was a further fall from December, when the negative 
rate of deflation was 0.2%.

Good versus bad deflation
While consumers may take cheer from a cheaper cost of living, 
policymakers and politicians usually take a contrary view, 
although their distaste depends on the reasons behind the 
deflation. 

Martin Beck, senior economic adviser to the EY Item Club, 
makes a distinction between ‘good deflation’ and ‘bad deflation’: 

Deflation is a reality in Japan and the eurozone, and is looming elsewhere, but  
what does this really mean for businesses adjusting to this unfamiliar climate?

Feeling deflated
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► Cost-cutters
With Japan still 
experiencing a decades-
long cycle of depression 
and deflation, many 
people have adapted 
and are embracing a  
low-cost lifestyle

‘Whether deflation is good or bad depends on what causes 
prices to fall,’ he says. ‘Bad deflation is when economic growth is 
low and unemployment is high. But in the UK we have got good 
deflation because prices are falling due to a fall in the price of 
oil, commodities and foodstuffs. Since we consume and import 
a lot of those, that is good news for the UK. And it is good news 
for the real incomes of households because they have got more 
disposable income and can buy more for their money.’

Alpesh Paleja, the CBI’s head of economic analysis, thinks 
that a little mild deflation can be good for economic health, 
mostly because ‘it does have a benefit on consumers, as it 
boosts purchasing power’. However, it is not such good news 
for the countries in the eurozone. Beck says: ‘We haven’t seen 
much economic growth in the eurozone, and we have got high 
unemployment there. So some of the very low inflation – or even 
deflation – is driven by the bust economy. At the same time, they 
are also benefiting from the same factors that the UK is enjoying: 
low oil prices, low petrol prices, 
falling commodity prices. So 
whereas arguably in the UK the 
negative inflation is good, in the 
eurozone some of it is good and 
some of it is bad.’

Iyanatul Islam is an economist 
at the International Labour 
Organisation (ILO), an agency of 
the United Nations whose objective 
is to promote rights at work. He 
points out that while general 
eurozone deflation was -0.2%, ‘in recession-ravaged Greece, prices 
are declining at a rate of -2.5%. And that is the problem; deflation 
is seen as a symbol of economic collapse.’ Islam adds: ‘From a lay 
person’s perspective, deflation might be seen as a boon, as falling 
prices boost purchasing power. [However,] mainstream economic 
analysis perceives falling prices as a bane rather than a boon. This 
is because expectations about key macro-variables – the inflation 
rate, growth, etc – drive current private-sector spending decisions. 
Expectations of falling prices induce workers to hold back spending 
decisions, and this acts as a drag on aggregate demand.’

Lessons from Japan
Few in the West have experience of falling prices, so it is hard to 
predict whether we really would stop buying cars and furniture 
now in the expectation they would be cheaper next month. Our 
collective experience is just the opposite: in the 1970s, rising 
oil prices were accompanied by severe recession and surging 
inflation. Slaying inflation became the overriding political task. 

But Japan provides a worked example of what happens when 
the opposite problem – deflation – takes hold. A major asset 
bubble burst at the start of the 1990s. In turn, this set a cycle of 
depression and deflation from the mid to late 1990s, the effects 
of which are still just about felt today. Accountant Richard Naish 
runs a mentoring/training company based in Nottingham in the 
East Midlands but, with family and business ties with Japan, he 
has seen the effects of deflation at first hand. 

Naish points out that the Japanese have adapted to the 
phenomenon of prices going down, and deflation has its limits. 
‘Expensive luxury goods did not drop in price even under 
deflation,’ he points out. ‘But for everyday non-perishable items 
everyone, even the wealthy, now shops first at the ¥100 shop 
– the equivalent of the pound-shop – and there is no shame in 
doing so. What you can’t get there, you go to other shops for. 
Everyone is more cost-conscious.’

It has also changed other social attitudes. ‘With the post-
bubble economy, the job for life started getting rarer,’ says 
Naish. ‘Now, with deflation, a new social group has evolved, 
called the “freeter”: younger people who don’t have a full-time 
job but get a bit of part-time work here and there, and earn just 
enough to pay for a low-cost living style that is now available 
under deflation. With the extra time, “free time”, they do things 
that interest them more, whether that is creative, gaming or just 
hanging out with friends and having a chilled lifestyle.’

Naish points out that the Japanese have a different attitude 
to much of the West when it comes to the culture of personal 
debts and savings. ‘The Japanese had cash saved up diligently 
for no good reason apart from good self-discipline and self-
restraint – the antithesis of the “have-it-now” mentality that is 
so strong in UK,’ Naish says. ‘So they could weather the lack of 
salary rises for a while. It remains a question whether Britons have 
such a buffer to ease any initial discomfort over deflation.’

Time to adjust
But it is unlikely the British will have to test their resolve. Beck 
says: ‘We are entering an era of low inflation – inflation this year 
in the UK will be zero, with price falls in the first half of the year 
and inflation expected to pick up in the second half of the year.’ 
If this is an era of low inflation – even if not outright deflation 
in the UK – then businesses and workers are going to have to 
adjust. ‘Businesses have traditionally planned their operations on 
the basis that prices are going to be rising and the revenues are 
picking up,’ Beck says. ‘If we are living in a world where » 
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price rises are going to be very low or non-existent, judging 
company performance will not be done on turnover rising. You 
are going to focus more on what you are going to do to cut costs 
and costs margins by keeping costs down. It is a different world 
in that respect.’ 

Consumers like buying petrol that is cheap; they like it less if 
employers want to talk pay and deflation in the same sentence. 
‘If deflation becomes entrenched, there is a risk that it starts 
to filter into areas such as wages,’ Paleja says. ‘If prices fall, 
companies may seek to slow wage settlements. And while wages 
can be quite slow to adjust downwards, it is certainly a possibility. 
If you get an unholy alliance of falling prices and falling incomes, 
then governments will feel the effect in terms of reduced tax 
revenues, and that can certainly happen.’

Governments also hate deflation because it takes away one 
of their biggest weapons in sorting out the public finances. The 
effect of inflation on government debt is the same as a small 
default, except no angst. ‘Deflation significantly raises the real 
burden of debt,’ Paleja continues. ‘The debt becomes a lot 
more expensive to service and paying off the capital is also 
harder. With deflation, real interest rates are higher so the cost of 
servicing the debt is also higher. Deflation makes paying down 
debt much more difficult.’

And of course it is not just governments that borrow. Islam 
says: ‘Deflation increases the real value of the debt held by 
private companies and the public sector, and thus constrains 
the ability of both sectors to repair balance sheets that were 
impaired by the 2007-2009 global financial crises. This in turn 
slows down the resumption of sustainable growth, as economic 
agents are unable to embark on normal spending plans.’

Paleja notes that once it takes hold, action available to deal 
with deflation is limited. ‘The policy response, from government 
and central bankers, can be quite difficult,’ he says. ‘You can cut 
interest rates down to zero but no further. Once you have done 
that, what do you do?’ 

The risk that we all just sit on our hands waiting for prices to 

come down even more is not a palatable way ahead. Business 
leaders along with government will need to react to this 
environment, and finance directors will need to think constantly 
about cost. ‘There is definitely less waste on the big “salaryman” 
entertaining and taking taxis home after working late,’ Naish 
notes. ‘Everyone is more cost conscious than in the bubble days.’ 

But he adds that there is still a desire for quality, and that can 
lead to business innovation. ‘Uniqlo is an example – a Japanese 
brand selling cheap, fashionable clothing made in China, but 
made to exacting Japanese quality standards.’ Indeed, Uniqlo 
was described by the Financial Times as ‘a poster child for 
consumer-price deflation in Japan’. 

Tough sales, uncertain times
But it seems to be the exception in terms of success stories. 
Different business sectors will be hit in different ways. While 
motorists can afford to smile, oil companies are smarting. Both 

BP and Shell have announced plans 
to slash billions from their capital 
expenditure programmes and have 
enacted large-scale redundancy 
programmes, providing a tough 
reminder of the other side of price 
falls that has seen oil collapse from 
US$115 a barrel in June 2014 to 
US$50 in early 2015.

Paleja suggests that CBI members 
could take advantage of falling fuel and other commodity prices 
by rebuilding margins that have been put under strain in the last 
few years – although sectors such as retail already wilting under 
the heat of intense competition may just use falling input costs 
as another weapon to try and entice consumers into their stores 
or onto their websites. And those involved in export markets – 
especially into the eurozone – have to deal with appearing to be 
more expensive thanks to currency movements at a time when 
no European buyer is in a financial or psychological mood to 
accept higher prices. 2015 looks set to be a heady brew of tough 
sales in uncertain times. 

A few years ago, it was fashionable to talk about the 
Goldilocks economy: neither too hot that it would crash, nor 
too cold that recession would take hold. In a similar way, policy 
makers and central bankers are aiming for nice, steady inflation 
of 2% or so a year so government, business and individuals 
can all plan sensibly and rationally. But that is not the story at 
the moment, Islam says: ‘The European Central Bank has to 
rely on unconventional monetary policy interventions – such 
as quantitative easing – but their effectiveness in increasing 
inflationary expectations and growth is uncertain.’

Still, amidst all the uncertainty, if you’re looking for an 
upside, it is unlikely that visiting Japan will ever be such 
good value again. Naish says set lunch in a decent sit-down 
restaurant is ¥800 or £4.50 in central Tokyo. Could Paris or 
Berlin go so low? ■

Peter Williams, accountant and journalist

◄ Petrol 
plummets
As petrol prices come 
down, BP and Shell 
are reviewing their 
capital expenditure 
programmes
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Facing the wrong fear
CEOs rank overregulation as the greatest worry, but shouldn’t they be more concerned 
about the things they can control, like what their customers want, asks Robert Bruce

CEOs love to promote the idea they 
are omniscient, while audit committees 
strive to show they are on top of their 
game and have the corporate risks 
nailed down through their insight and 
focus. This is what they want investors 
to believe. Deep down, though, they 
are as insecure as the rest of us.

And it is interesting to see that two of 
the major surveys that feed themselves into 
business thinking post-Davos reinforce this 
in different ways. The blockbuster thinking 
comes from two of the major accounting 
firms: PwC with its annual global CEO 
survey (see page 35), and KPMG with its 
global audit committee survey. 

Put the findings together and you have 
a clear view from the top of the corporate 
tree. CEOs are worried about regulation 
getting out of hand and stifling their 

efforts. They worry about the unknowns 
of technology and the possibility of 
being undermined by cyber crime. They 
are stretching out to bring more ideas 
into their organisations. Collaboration, 
diversity and partnership are words that 
keep cropping up. 

More insight
Meanwhile, audit committees are worried 
about their depth of understanding 
of financial risk. They worry they don’t 
have enough information on security 
and technology risk. They want greater 
diversity of thinking. They are asking 
auditors to provide more insight and 
benchmarking. And they want more 
auditor effort to keep them up to speed.

You can look at this in different ways. 
Business leaders either have a huge 

appetite for hoovering up ideas from 
anywhere outside the corporate bubble, 
or they are driven by fear. And audit 
committees are reacting by steadily 
upping the amount of time they have to 
devote to their efforts. 

What we are looking at is probably a 
defensive reaction. Global markets and 
strategies are always challenging. But the 
top threat for CEOs in the PwC survey 
is overregulation. This has topped the 
poll before, but it is growing. This year it 
is up 6% to a hefty 78%. This outweighs 
issues like geopolitical uncertainty and the 
public finance problems of fiscal deficits 
and debt burdens. It also outweighs the 
threat of cyber-attack and tax burdens. 
The only threat that comes close to it is 
the worry about the availability of key 
skills, which comes in at 73%. 

Trapped
This is where the defensive nature of the 
corporate world shows up. Businesses 
worry about overregulation. They feel 
they can do little to combat the elaborate 
regulatory web they feel trapped in. Every 
year it seems to expand and CEOs are, 
largely, powerless to do anything about it. 
Likewise the availability of key skills. They 
can up the attractiveness of their offerings, 
but they can do little about the quality and 
quantity of the people they need. 

On the other hand, they worry less 
about things they doubtless feel they 
can control. The risk of shifts in consumer 
spending and behaviour concerned 
only 60% of CEOs, and the same figure 
registered concerns over social instability. 
This suggests a problem. If CEOs are 
more concerned about things they have 
very little control over and less concerned 
about things they can control, like what 
their customers want, then there is trouble 
ahead. A glance at the global travails of 
fast-food giant McDonald’s or UK retailers 
like Tesco, Marks & Spencer and Morrisons 
shows the flaw in their reading of what 
they should really be worried about.

And climate change, the great 
elephant in the corporate room, didn’t 
even make it into the top 20 risks.

Robert Bruce is an 
accountancy commentator 

and journalist
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For more information:

PwC’s annual global CEO survey is 
at www.pwc.com/ceosurvey

The KPMG global audit committee 
survey is at tinyurl.com/audit-com

Meanwhile audit committees are 
putting in more and more hours. ‘More 
boards are reallocating risk oversight 
duties as audit committees’ workload 
becomes more difficult,’ says the KPMG 
survey. Three-quarters of audit committee 
members surveyed say the time required 
to carry out their duties has increased 
moderately (51%) or significantly (24%); 
and half say that, given the audit 
committee’s time and expertise, their role 
is becoming ‘increasingly difficult’. The 
load is having to be spread around. ‘More 
than one-third of boards have recently 
reallocated risk oversight duties among 
the full board and its committees (up from 
25% last year), or may consider doing so 
in the near future,’ says the survey report.

Advice first, assurance second
As a result they are increasingly relying 
on their external auditors for old-
fashioned advice more than compliance 
and assurance. The areas where they 
want external auditors to really up 
their game are in offering insights and 
benchmarking on industry-specific issues, 
helping the audit committee stay up to 
speed, and sharing views on the quality 
of the financial management team. 
Significantly, the demand for insights 
and benchmarking on industry-specific 

issues is particularly high in the specifically 
UK and US markets – 68% and 71%, 
respectively, compared with 62% for audit 
committees globally. 

And where audit committees are really 
troubled is with the issue of financial 
risk management. Whereas only 2% in 
the UK and 4% in the US feel that they 
should devote significantly more audit 
committee time to accounting judgments 
and estimates, a whopping 94% of UK 
respondents and 87% of US say they 
want to hear more about financial risk 
management in greater depth.

It’s a troubling picture. We live in times 
that are complex – far enough on from 

the financial crisis but still teetering on 
the verge of other unforeseen disasters. 
Steering a large company effectively has 
never been an easy job. But between the 
lines, the surveys suggest that two things 
are happening: first, it is getting harder; 
and second, the worries about what could 
go wrong are rising. ■

Putting regulation into perspective

The PwC CEO survey report suggests easing the overregulation issue as follows: 
‘Getting government and business on the same page clearly requires 

collaboration of a different sort. Part of this is a change in mindset, starting with 
the ability for business and government to understand each other’s perspectives. 
Business leaders clearly accept the need for regulation, but want it to be more 
effective in how it’s designed and implemented. Governments, meanwhile, 
understand the need for better regulation but must deal with a legacy of policies 
designed to address very real problems of the past. 

‘Responding to business excesses in the wake of the financial crisis is a case 
in point: the large body of regulations put in place at the time were an answer to 
societal demands and a means to create a badly needed trust mechanism.’
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Prince Charming’s quest
The self-employed sector is the dynamic zone where innovation is born and budding 
entrepreneurs win their spurs. So what’s with the Cinderella treatment, asks Peter Williams

A self-employed salesman recently told 
me he’d had enough. ‘I can’t stand 
the commute,’ he explained, ‘from my 
dining room to the back bedroom.’ 
Having no reason to get out of the 
house, or even out of his pyjamas, was 
just too lonely. He isn’t alone.

According to the Office of National 
Statistics (ONS), in 2014 self-employment 
reached a 40-year peak at 4.6 million 
people – 15% of the working population. 
Indeed, the Association of Independent 
Professionals and the Self-Employed 
(IPSE) reckons that the UK will have more 
people self-employed than working in the 
public sector by 2016. 

The rise in employment since 2008 
has been driven by self-employment. In 
the past five years, the number of those 
aged 65 or over in self-employment has 

doubled to half a million, while self-
employment itself has become less of a 
revolving door, with fewer people leaving. 

The freelance life is seen by some 
as a sign of a vibrant economy and an 
entrepreneurial workforce; by others as 
thinly disguised unemployment, with 
freelancers having far fewer employment 
rights than those on the company payroll. 

The ONS statistics likewise face both 
ways: the most common roles are in 
construction and taxi driving, but there 
has also been a big rise in management 
consultants, a term that can always be 
defined generously.

At its most exploitative, self-
employment still resembles tales I heard 
as a child from grandparents who had 
grown up in Liverpool, when dockers 
would stand in hiring pens waiting to be 

chosen for half a day’s work; presumably 
only the fittest and least trouble would 
be hired, and the rest turned away  
empty-handed. 

Today’s freelancers lead more 
precarious working lives than many 
employees. No holiday pay, no sick pay, 
no employer’s pension contribution, 
no redundancy pay. Making a claim 
for tax credits and welfare benefits can 
be complex. 

Yet they also enjoy greater freedom 
to organise their working lives how they 
choose – great for those with time-
consuming family responsibilities. And 
for those with skills in high demand 
(interim FDs, step forward!) it can be a 
remunerative little number. 

Although the self-employed help the 
overall employment figures, it could be 
argued that they have little impact on 
boosting the economy. The taxi driver 
needs only a half-decent, second-hand 
people carrier, while the knowledge 
worker requires little more than a laptop, 
Wi-Fi and a smartphone. And while some 
may eventually take on staff, most remain 
content to stay one-man bands. 

Yet research by IPSE says the self-
employed sector contributed £95bn to the 
UK economy in 2013 – that’s more than 
the automotive sector. Unsurprisingly, 
IPSE points out a whole raft of 
improvements the government could 
make to help the sector. They include 
recognising the sector separately in 
official statistics, assessing the impact of 
legislation and regulation on it separately 
from the small business sector, removing 
some tax anomalies (the employed and 
self-employed are not treated equally 
when it comes to training for new skills), 
giving the self-employed some parity with 
employees over benefits such as statutory 
maternity pay, and encouraging them to 
save for a pension through the National 
Employment Savings Trust. The public 
sector also needs to work out how to give 
more contracts to freelancers. All with the 
aim of finally moving self-employment 
away from its slightly dubious, Cinderella 
status. ■

Peter Williams is an 
accountant and journalist
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Step away from the list!
Finance professionals have a central role to play in making their organisations’ risk 
reporting more meaningful for users, says ACCA president Anthony Harbinson

It’s clear that, in these changing and 
challenging times, the pressures 
on finance professionals have never 
been greater.

Taking on more strategic and 
leadership roles means that we must 
also play an increasingly vigilant role in 
business operations. Part of that entails 
helping to develop a risk challenge 
culture, enabling our organisations to 
anticipate risks and manage them. 

Finance professionals must have their 
radar tuned for a whole range of potential 
risks – both internal and external – and 
ensure that, where there is a suspicion 
of wrongdoing, a system is in place to 
enable an employee, a customer or client 
to blow the whistle.

We believe that whistleblowing laws 
and policies must be promoted by finance 
professionals, working in both the public 
and private sector around the world. 

Wherever they work, finance 
professionals have a critical role to play 
in building public trust by championing 
the development of anti-corruption 
procedures and cultures. That will help 
to build a healthy organisational culture, 
which is a prerequisite of good governance 
and risk management and, by extension, 
long-term business performance. 

As financial professionals, we also have 
a central role in reporting the risks our 
organisations or clients face.

A recent ACCA report, Risk Reporting 
(see page 42), concluded that there was a 

need for risk reports to move away from 
being ‘too bland, too generic, too wordy 
and too biased on the positive’.

The overwhelming view expressed by 
users was that risk reporting took a ‘tick-
box’ approach and was process-driven, 
with little or no challenge emerging from 
boards, auditors or investors about the 
potentially damaging what-ifs that could 
destroy businesses. 

Users want risk reports to clearly 
identify the key risks faced, with an 
explanation of why management believes 
these risks to be critical and what it is 
doing to mitigate them. A good risk 

report should identify new and emerging 
risks and explain how management 
assesses risk throughout the year. 

 Good risk reporting gives investors 
greater confidence – a greater disclosure 
of risk provides an opportunity to 
demonstrate the strength of an 
organisation’s controls and management 
– and we as finance professionals must be 
the key driver in improving risk reporting 
and, therefore, risk management. ■

Anthony Harbinson FCCA is director of 
safer communities in Northern Ireland’s 
Department of Justice

Risk reporting 
often shows 

a ‘tick-box’ 
approach, with 
little challenge 
from boards or 

auditors 
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Performance at a plod
Standards-setters are finally getting a move-on with performance reporting, but the current 
disclosure project could stretch out the long wait still further, says Jane Fuller

A Wall Street Journal article last month 
had the wonderful intro: ‘Zoe’s Kitchen 
Inc is serving up profits – but only after 
leaving some of its expenses off the 
menu.’ The chain of Mediterranean-
themed restaurants has had its 
knuckles rapped by the Securities 
and Exchange Commission for giving 
‘undue prominence’ to non-standard 
earnings measures in regulatory filings.

I have long complained about the 
anarchy of ‘alternative’ performance 
measures, so it is good to see regulators 
on both sides of the Atlantic tackling 
them. It would be far easier to clamp down 
on such abuses if common performance 
measures, from EBITDA (earnings 
before interest, tax, depreciation and 
amortisation) to earnings per share, were 
better defined in accounting standards. 

The good news is that the International 
Accounting Standards Board (IASB) 
has revived its performance reporting 
project. The bad news is that it is only 
now appointing a dedicated staff member 
to get stuck into it. It will be some time 
before proposals emerge on the everyday 
concerns of users of accounts, notably the 
imposition of discipline on the essential 
ingredients of operating performance. 

For revaluations of assets and 
liabilities, we remain stuck with the 
back-to-front approach of defining what 
goes into ‘other comprehensive income’ 
(OCI). This implies that everything else 
is just as good a performance measure 
as the operating information, which few 
believe. If the business of disaggregating 
different types of gains and losses had 
been treated with more urgency by the 

IASB, there would be less need for a DIY 
approach to measuring performance and, 
arguably, no need for OCI. 

Meanwhile, we are being fed the 
thinner gruel of the Disclosure Initiative, 
with the structure of the income 
statement scoped out. Proposals for a set 
of disclosure principles look sensible, but 
it is not rocket science to say that financial 
reporting should be clear, balanced 
and understandable, aid comparability 
and avoid duplication. Oh yes, and be 
‘concise’ – my heart sinks when I read 
the wordy disclosure requirements that 
accompany new standards. 

Standard-setters get pulled in different 
directions. First, there are the mixed 
messages. The UK, for instance, loves 
its net debt reconciliations, but others 
are (rightly) concerned about what is 
netted out. Cash and cash equivalents 
cover various deposits and instruments 
that may or may not be readily available, 
gross of tax. So we are getting two 
projects: on movements in gross debt, 
and on the definition of cash in the 
cashflow statement. The first is worthy but 
unambitious; the second likely to overlap 
with the performance reporting agenda.

The second pull is that when a simple 
principle is laid down, everyone clamours 
for more guidance. Take materiality: the 
IASB is right to focus on whether the 
information would influence an investor’s 
decision to invest. Sadly the pressure 
is on for a clearer definition and more 
explanation. The danger is that it will read 
like a checklist rather than a litmus test.

Standard-setters also tie themselves 
in knots with some unhelpful concepts 
and language, such as ‘cohesiveness’. 
Colloquially, it is obvious that similar items 
should be grouped together and that links 
between the financial statements should 
be easy to follow, where possible. But the 
differences between the statements are 
just as important as the similarities. 

While we are waiting for the clarion 
call to reform performance reporting, 
let’s hope that too much breath will not 
be wasted on clearing the windpipe on 
disclosure. ■

Jane Fuller is a journalist and 
also serves on the Audit and 

Assurance Council of the UK’s 
Financial Reporting Council
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The view from
Victoria Gillespie FCCA, associate director, depositary 
services, GlobeOp Markets

GlobeOp Markets is a subsidiary of 
SS&C GlobeOp, a global fund services 
company. It provides fi nancial technology 
products and services, including helping 
alternative investment funds outside the 
European Economic Area (EEA) fulfi l the 
requirements of the alternative investment 
fund manager directive (AIFMD). 

My focus is on depositary operations, 
where I provide strategic support to 
our clients. Our services include cashfl ow 
monitoring, the safe keeping of other 
non-custody assets, oversight functions 
and other actions designed to help clients 
meet the AIFMD requirements. 

Our senior management team is based 
in London, but the operations team 
is in Dublin and Mumbai. They work to 

Greenwich Mean Time to allow smooth 
workfl ow. Three managers report to me.

Most of our clients have offi ces in 
London but funds are domiciled in 
offshore locations, such as the Caymans. 
We talk to some clients daily, to others at 
monthly or quarterly board meetings. 

I’m a fi rm believer in the value of 
studying to advance your career. I 
studied for AAT before going on to 
complete the ACCA Qualifi cation and 
the Oxford Brookes degree. Specifi cally 
for my sector, I completed the Investment 
Operations Certifi cate, and in the future I 
will consider an MBA, possibly something 
more compliance-based.

Planning is key to juggling a full-time 
job and studying. I determined how long 
each qualifi cation would take and worked 
back from there. The Oxford Brookes 
degree took me six months to complete. 
I didn’t go to university and felt it was a 
fantastic opportunity to obtain a degree 
while leveraging the hard work I had put 
into gaining the ACCA Qualifi cation. 

In 2014 I was elected as a panel 
member of ACCA’s London Women’s 
Network. It’s very rewarding to be able to 
help shape the programme of events we 
can offer members in our network.

There are many benefi ts of being 
a panel member. In December I 
represented our network at ACCA’s new 
members’ ceremony at the Dorchester 
Hotel in London. I offered advice to new 
members on making the most of their 
membership and advancing their careers.

My short-term career goal is to become 
a director. Beyond that, I’d like to 
become a non-executive director for a 
sports-related organisation where I can 
become a champion for women in sport. 
As a mother to two fantastic children, I’m 
proud to have also obtained my ACCA 
Qualifi cation, advanced my career and 
now have my sights set on the future. ■

‘It’s very 
rewarding to be 

able to help shape 
the ACCA London 

Women’s Network 
programme of 

events’ 

Snapshot: construction

Accountants working in the 
construction industry are seeing 
continuing cost pressures. The 
reduction in capacity brought 
about by the economic downturn 
continues to result in supply 
shortages and long lead-in times 
for certain materials. 

Meanwhile, demand in the 
industry is rising, so contractors 
in some sectors can be more risk-
averse. Whereas in recent years a 
contractor may have been willing 
to take on onerous contract and 
payment terms to secure work, they 
are now seeking to share more of 
the risk of cost infl ation with clients.

Rising costs could be 
detrimental to land values. 
Although construction costs 
often represent a small part of a 
development appraisal, recent 
rises have been signifi cant, and 
could materially impact the price 
a developer is willing to pay for a 
site. Equally, for developers already 
holding sites, higher development 
costs could, all other things being 
equal, reduce their value.

 Construction cost pressures 
won’t continue to rise unabated 
forever, but in the short term at 
least, they have to be worked 
around. Developers may start to 
simplify their projects in response, 
increase the use of quicker 
prefabrication technologies and 
look to markets with suppliers that 
have lower cost bases. 

Will Matthews, senior research 
manager at Deloitte Real Estate
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Corporate venturing is taking off as companies begin 
bringing start-ups in-house to drive innovation

A very corporate 
adventure

The worlds of the start-up and the 
established corporate often seem 
light-years apart, with smaller, nimbler 
companies looking like they may have 
a definite edge as business increasingly 
goes digital.  

Faced with the choice of losing 
market share or having to buy out the 
competition at great expense, companies 
are looking at other solutions, where they 
can tap into the entrepreneurial energy 
and innovation of the start-up. An obvious 
way for a business to do this is to operate 
in a similar manner to a venture capital 
fund, but looking beyond the purely 
financial returns.

Oil giant BP originally set up BP 
Alternative Energy to invest in alternative 
energy sources such as wind, biofuels 
and solar power. But Rob Mutchell, head 
of finance at BP Alternative Energy and 
CFO of BP Ventures, explains that such 
investments are increasingly being made 
to deliver benefits to BP’s upstream and 
downstream businesses such as better oil 
recovery rates or safety benefits.

Strategic gains
‘It’s just as important that we see the 
strategic benefits as well as the financial,’ 
says Mutchell. ‘Our business gets to see 
the benefit of the technology – we get 
first access or favoured terms. We make 
portfolio investments with other venture 
capital funds but also with the strategic 
venture capital arm of other energy 
companies. Sometimes it’s about creating 
technology for the industry.’

It also represents a very cost-effective 
way to invest in high-risk R&D projects. 
‘Rather than spend a dollar, you spend 30 
cents and you manage your risk, and that 
is something that is looked on favourably,’ 
says Mutchell. ‘The key risk is the stage of 
the company we invest in; we see several 
companies that are just a professor or 
an entrepreneur with a model sitting 
on their deal that just may work. Other 

companies could be a long way along the 
technological readiness curve and already 
going to market.’

While this investment model has 
worked well for the manufacturing and 
extractive industries, which can have very 
high R&D costs, service businesses have 
tended to get less benefit from venture 
investing. But as Robin Scarborough, 
partner at specialist innovation and 
service design consultancy Market Gravity, 
explains, this is changing as more and 
more innovation is technology-driven.

He says: ‘In a services business it’s 
often about developing new capabilities 
to reach a new customer base or a new 
market, or to do more with the customers 
you already have.’

Off-brand
These initiatives are often hard to spot, as 
companies may launch new propositions 
under different names: the McDonald’s 
‘lab’ recently drew publicity for opening a 
‘hipster café’ in a trendy suburb of Sydney, 
Australia, with virtually no branding and 
a completely different menu from the 
standard burger restaurant’s.

‘There are lots of organic growth 
initiatives under way that are aimed at 
either developing a new product or 
category, or new capabilities that are 
adjacent to the core business,’ says 
Scarborough. ‘The label corporate 
venturing or corporate entrepreneurship 
may not have been applied, but when you 
get close, you see that’s exactly what it is.’

Scarborough says that corporate 
entrepreneurship is not an external 
investment, but an internal unit that is 
nevertheless ringfenced from the main 
operation and can operate with a great 
deal of independence. ‘When you are 
running a venture and the market or 
the space is unfolding very quickly, you 
need to make quick decisions and quick 
investments,’ he says. ‘It can hold you 
back if you have to enter into » 
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‘When you are 
running a venture 

and the market 
is unfolding very 
quickly, you need 

to make quick 
decisions’

discussions about whether you are 
competing with the core business.’ 

These ventures will typically have 
different premises from the parent 
business and ideally a separate income 
statement. Scarborough explains: ‘There 
has to be a different feel to the office, 
and a culture where it’s acceptable for a 
member of staff to do things differently 
than in the parent company. It sounds 
throwaway, but it can be very important 
to the success of the venture. The 
challenge is that that business still has 
to fit in with the core business in some 
way – particularly if it is going to capitalise 
on the benefits the parent company 
offers, such as access to a large existing 
customer base, an established brand or 
other economies of scale.’

This will mean using different metrics 
for the venture than apply in the core 
business: the planning horizon and 
key performance indicators (KPIs) will 
be totally different. ‘This might mean 
focusing on revenues rather than profit in 
the short to mid-term,’ says Scarborough. 

‘Other markers of progress 
might be the acquisition of 
customers or partners, or 
the level of target-customer 
engagement or usage. It 
can be quite tricky from a 
finance perspective to define 
the metrics that will drive 
business confidence.’

Market Gravity runs the 
Corporate Entrepreneurship Awards and 
recently gave its Corporate Disruptor 
Award to Hive, by British Gas, for its Hive 
Active Heating product. Hive is a remote 
control app for central heating and hot 
water systems, and is intended to become 
the umbrella for a suite of home control 
products that can be operated remotely. 
You don’t have to be a British Gas 
customer to use Hive, and it has attracted 
both new and existing customers, many 
of whom have gone on to buy British Gas 
supply or service contracts or both.

Reflected glory
‘Without active promotion we have seen a 
very positive rate of upsell,’ explains Colin 
Gard, finance director for Connected 
Homes at British Gas. ‘We also see high 
perception benefits for the core British 
Gas brand from its association with Hive; 
things like innovation and customer-
centricity credentials have gone up.’

Hive is one of four streams that make 
up Connected Homes, a venture created 
by British Gas in 2012 as a ringfenced 
business to respond to the opportunities 
and threats posed by technology to 
household energy suppliers.

‘We’d already seen connected homes 
in the US and thought it was just going 
to grow in the UK,’ says Gard. ‘It was a 

bit of a threat, as there’s an opportunity 
for non-energy players to move into the 
energy space.’

As a mass-market utility provider, 
British Gas also felt it lacked the consumer 
product management skills to move into 
these new areas. ‘We set up a new unit to 
attract new talent with experience on the 
product side,’ says Gard. ‘We operate in 
a different way – a lean, agile approach 
that is very different from the traditional, 
tightly governed waterfall approach.’

Other developments include a ‘smart 
energy report’ that allows customers 
with smart meters to break down and 
understand their energy use, a more 
user-friendly home thermostat, and 
(in connection with Worcester Bosch) 

remote monitoring and fault 
detection for ‘connected 
boilers’.  

These services are either 
offered free of charge or 
incorporated in service 
contracts. ‘We have to buy 
into these things because it’s 
the right thing to do,’ says 
Gard.  ‘We believe things 
like the smart energy report 

will become “table stakes” in providing 
customers with the best experience.’

Virtual P&Ls
The importance of non-financial benefits to 
the core business means Gard has to set up 
virtual P&Ls to track the unit’s contribution. 
While Connected Homes is part of British 
Gas, it is organisationally separate, with 
a lighter governance regime. This does 
create a certain tension, which Gard has 
to manage. ‘I see myself as the bridge 
between the corporate world and the start-
up world. The challenge is that British Gas 
– who I regard as our investor – buys into 
the stuff we are doing and it isn’t seen as 
something that is being done in a bubble.’

Even harder to quantify are the effects of 
corporate venturing and entrepreneurship 
on the people in the core business, in terms 
of both new skills and staff retention. 

‘Managers from the core business 
learn a lot and bring back a more 
entrepreneurial drive and passion to 
the main business,’ says Scarborough. 
‘There’s a general excitement about 
entrepreneurship, particularly in the UK, 
and a very real risk of large corporates 
losing their staff. Even if you work in a big 
company, you want to be part of it.’ ■

Mick James, journalist

▲  High 
perception
benefits 
Hive represents a 
new, more agile 
approach from 
British Gas as part 
of its Connected 
Homes venture 

34 Corporate | Venturing

Accounting and Business 03/2015



CEO survey
Confi dence in global growth wanes but 
remains high in companies’ own prospects

Growth, red tape and competition
Fewer CEOs than last year think global economic 
growth will improve over the next 12 months, though 
confi dence in their ability to achieve revenue growth 
in their own companies remains stable, according to 
PwC’s 18th Global CEO survey results.

Regulatory bear-hug
Over-regulation again tops the list of concerns, named by 
78% of CEOs worldwide. This is up six points from last year 
and is now at the highest level ever seen in the survey. The 
six countries where concern is greatest are:

Indian CEOs are bursting with confi dence about the prospects for revenue growth over the next 12 months while Russian CEOs 
have gone from most confi dent 12 months ago to least confi dent now. The fi gures here are for ‘very confi dent’ respondents.

For more information:

PwC’s 18th Annual global CEO survey is based on 1,322 
CEO interviews in 77 countries during the last quarter of 

2014. The full report is at www.pwc.com/ceosurvey

37%
are very 

confi dent of 
global GDP 

growth

39%
are very 

confi dent 
of business 

growth

78%
are 

concerned 
about over-
regulation

56%
think 

cross-sector 
competition 
is on the rise

The upbeat 
league

India 62%
Mexico 50%

US 46% 
Middle East 44% 

Australia 43% 
UK 39% 

South Africa 39% 
China and Hong Kong 36% 

Canada 36% 
Spain 35% 

Germany 35% 
Brazil 30% 

France 23% 
Venezuela 22% 

Italy 20% 
Argentina  17% 

Russia 16% 

98% Argentina96% Venezuela90% US90% Germany87% UK85% China
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The right track
New research looks at how boards can anticipate potential drawbacks of organisational 
culture and offers advice on how to address them, as ACCA’s Pauline Schu explains
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In 2014 ACCA and the UK’s Economic and Social Research 
Council (ESRC) completed an international research 
project that examined the infl uence of corporate culture, 

regulation and compliance systems in driving either functional 
or dysfunctional behaviour in organisations. The conclusions, 
outlined in the report Culture and channelling corporate 
behaviour, aim to provide business leaders with innovative 
guidance on the path to cultural assessment and change.

Effective channelling
If you have ever used the London Underground, the following 
will all sound familiar to you: please mind the gap; please stand 
behind the yellow line; please stand on the right; please keep 
left – in other words, please go with the crowd and do not ever 
interrupt the fl ow of movement. 

On the Tube system, around a million commuters are trying 
to make it to work on time every weekday morning. Securing 
a smooth and uninterrupted fl ow of trains and passengers is 
therefore the main priority of Transport for London (TfL) as an 
organisation. Effective traffi c regulation is needed to channel 
users’ behaviour, and constant reminders are displayed and 
broadcasted all over TfL’s routes. At peak times, staff are on the 
platform, tirelessly repeating that customers should stand behind 
the yellow line and let passengers off the train fi rst. 

London is a particularly cosmopolitan city, bringing together 
people of various cultural mindsets, yet nearly everyone 
eventually comes to conform to the ‘herded- sheep’ behaviour 
that makes the Tube as effi cient as it can be, even at peak hours. 

The behaviour of others signifi cantly infl uences the behaviour 
of individuals. On the Tube, standing on the wrong side of the 
escalator or blocking opened train doors by standing right in front 
of them causes remonstration. Generally, though, people will 
comply with TfL’s exhortations. 

Taking the Tube reveals an extraordinary journey into British 
culture (or at least its clichés). While some cities experience 
chaos during peak traffi c jams, or when workers go on strike, in 
London people grumble in line. The culture at the heart of the »

London 
Underground 

shows that 
regulation 

is critical to 
functional 

organisations

Points for consideration by 
the board

* Align and embed core values at the 
very top.

* Watch out for the trickle-down 
effect and dynamics in groups.

* Track how decisions are being 
made.

* Be honest about the value of 
regulation and codes.

* Beware of unintended consequences 
attached to any incentive structure.

* Find out what motivates people.

*  Anticipate trends.
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extensive rules, procedures and compliance 
systems failed to create the conditions for 
ensuring appropriate conduct in some of the 
largest fi nancial institutions. The sub-prime 
crisis and the mis-selling of fi nancial products to 
businesses and individuals likewise showed how 
rules and procedures did not protect customers 
and certainly failed to regulate ethics in fi nance. 

Implementing ethical practices in business 
is diffi cult. The defi nition of ethics is subjective 
and often works on a case-by-case scenario. Yet 
sound corporate governance and internal control 
can help promote ethical behaviour – as long as 
that is what the organisation wants. During the 
inquiry into the Libor scandal, it was argued that 
misconduct was not solely characteristic of a small 
number of traders but more deeply entrenched. 
Investigations into banks’ business practices also 
concluded that both their incentive structures 
and control systems were ‘so defective that they 
incentivised traders to benefi t their own book’ – 
behaviour made possible because management 

‘turned a blind eye to the culture of the 
trading fl oor’.

In the UK, the Financial Stability 
Board now expects boards of fi nancial 
institutions to assess their risk culture, 
and boards in other sectors might soon 
be required to do so too. In Culture 
and channelling corporate behaviour, 
ACCA proposes a framework to help 
organisations understand the drivers of 
behaviour (in terms of risk, challenge or 
reward), and explains how to go about 
assessing their own culture. 

The report lists a number of trade-
offs that need to be balanced by the 
boardroom and by staff. For example, is 
there openness to mistakes or is there 
zero tolerance and a blame culture? Is 
the organisation innovative or tightly 

controlled? Does profi t rule or does public value matter more?
The model is a fi rst step towards developing other tools 

for behavioural analysis. It is hoped that both businesses and 
academia will contribute to advancing this new and important 
area of research. ■

Pauline Schu, policy and research offi cer, ACCA

Underground system has been passed 
on to its users through the effective 
enforcement of its norms and practices. 
Rules and procedures are critical in 
ensuring appropriate  conduct, and 
the constant reminders of the staff 
on platforms prove effective tools in 
channelling passengers functionally.  

London Underground shows that 
regulation is critical to functional 
organisations. It also reveals how 
culture infl uences behaviour, how 
groups get organised, and how norms 
get passed along to newcomers. 
Finally, it demonstrates how this is a 
day-to-day job. Signs throughout the 
stations, members of staff everywhere 
and recorded traffi c updates fl awlessly 
aired all contribute to channelling functional behaviours 
that allow the smooth and organised movement of crowds. 
Regulation, together with softer behavioural ‘nudges’, provides 
an effective system of control.

Similarly, regulations on their own will not infl uence ethical 
behaviours until governance and risk management improve. Filling 
the offi ce with ‘I love ethics’ stickers will not help, but creating an 
environment where people can comfortably discuss their concerns 
may. A safe and effective whistleblowing procedure should also be 
seen as a key safety valve for the organisation.

Limits of rules
In the UK’s banking sector, the Libor scandal, which involved 
the manipulation of interbank lending rates, highlighted how 

For more information:

Read Culture and channelling corporate behaviour at 
www.accaglobal.com/culture. The report was co-authored 

by Pauline Schu and Paul Moxey, head of corporate 
governance and risk management at ACCA

Is there a role for audit?

The Institute of Internal Auditors has built a strong case for the 
involvement of internal auditors in ethics; a recent report notes that 
the audit of cultural indicators should move beyond processes and 
controls, and combine hard data with intuition.

Culture and the role of internal audit: looking below the surface 
can be downloaded at tinyurl.com/iia-culture

Sound corporate 
governance can 

help promote 
ethical behaviour 

– if that is what 
the organisation 

wants
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Regional performance: Europe

Western Europe performed below expectations. Many 
firms report single-digit growth here, due to the economic 
slow-down, although things are on the up. Average 
growth for firms in France in 2014 was 4% compared to 
1% in 2013; in Germany and Italy, firms saw an average 
increase of 5% and 4.6%, respectively. In contrast, Eastern 
and Central Europe saw growth of over 10%.Mixed fortunes

A survey of the top 50 global accounting networks finds that, despite higher fee income 
over the past 12 months, professional services face challenges to future growth

After the Big Four, the largest mid-tier network was BDO, with 
a record US$7bn in fee income in the year to 30 September, up 
9%. After reporting the highest growth rate among the top 10 
global networks in 2013, Grant Thornton International reported 
slightly slower growth in 2014; the network earned US$4.7bn in 
fees in the year to 30 September 2014, up 5% year on year.

Audit’s tight rein
In a difficult audit environment, 
the advisory contribution to 
revenues has risen significantly 
in recent years. It continued to 
do so in 2014, with most firms 
admitting their organic growth 
was achieved on the back of tax 
and advisory.

This raises questions about 
auditor independence. Some 
regulators have been looking 
at whether firms should have 
to offer either audit or advisory 
services but not both. This is 
against a backdrop of regulatory 
changes, including the EU audit 
reform directive passed in 2014, 
which introduces mandatory 
audit firm rotation and restricts 
firms offering certain non-audit 
services to their audit clients. »

Professional services showed strong revenue growth 
overall in 2014, although they are still some way off pre-
2008 levels. Overall, the 52 networks and associations 

surveyed by International Accounting Bulletin reported 
combined fee income of US$181.7bn, up 6% year on year. 

The Big Four grew by 6% year on year, with combined fee 
income of US$120.3bn. Average 
growth among the next six was 
8%, with combined revenues of 
US$26bn. And average growth 
across all 27 networks was 6%, 
with combined fee income of 
US$159.5bn. 

Deloitte remains the largest 
global firm for the second 
year running. It beat PwC by 
US$248m, with fee income of 
US$34.2bn in the year to 31 May 
2014. PwC reported US$33.9bn 
in the year to 30 June 2014. 

EY, in third place, had 
another year of 6% growth, with 
fee income of US$27.3bn in the 
year to 30 June 2014.

Fourth-ranked KPMG had fee 
income of US$24.8bn in the year 
to 31 September 2014, breaking 
its two-year sequence of sub-5% 
year-on-year growth.

Top 10 global accounting networks 
Ranking Fee income Growth  
  (US$m)  rate (%)

1  Deloitte 34,200.0  6

2  PwC 33,952.0  6

3  EY 27,369.0 6

4  KPMG  24,820.0 6 

5  BDO  7,021.9 9  9

6  Grant Thornton  
 International  4,728.6  5 

7  RSM International  4,391.2  18

8  Baker Tilly  
 International 3,562.8  5

9  Crowe Horwath  
 International 3,435.9  8

10  Nexia International  3,072.6  5
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Advisory inroads 
Advisory services continue to eat into the territory of audit and 
accounting. Advisory now accounts for 30% of overall earned 
revenues across the top 10 networks, and 35% of all the Big 
Four’s fees.

The Big Four in particular have stepped up the advisory race 
of the previous few years, closing high-profile transactions with a 
range of consulting businesses. 

Deloitte’s decision not to move away from consulting in the 
early 2000s – unlike other firms that did so following the Enron 
scandal and Arthur Anderson collapse – appears to have paid 
off. Deloitte’s consulting practice has witnessed robust growth 
over the past eight years.

KPMG, PwC and EY continue to rebuild their advisory 
offering, and large deals have been completed in the past 
18 months – in particular, PwC’s merger with Booz (renamed 
‘Strategy&’) in April 2014, and EY’s with consultancy The 
Parthenon Group in September 2014.

Non-Big Four firms report advisory services growing. From 
risk consulting to transaction services and technology, the mid-
tier firms are increasingly focusing on building up their specialist 
expertise to attract clients.

The trend towards developing the potential of advisory 
and consulting services is matched by moves towards greater 
legal capabilities. This shift is particularly evident in the UK. 
In December, EY UK joined PwC and KPMG in securing an 
alternative business structure licence, allowing it to provide 
legal services in England and Wales. The same trend has been 

Many firms outside the Big Four see some opportunities 
arising from the EU requirements but few are hugely optimistic. 
‘It will have an effect on the business, but I don’t think it will 
be massive,’ says Jean Stephens, chief executive at RSM 
International. ‘It will throw some opportunities our way, but did it 
achieve what we had hoped? No. I think everyone agrees on that.’

The real game-changer will be how each EU state turns the 
audit reform into national law. The reform permits member states 
to choose from 83 options, so a patchwork of different laws is 
expected to be created across the EU by 17 June 2016, the date 
at which the reform must be implemented. This is expected to 
bring additional cost and complexity for the larger firms.

Fee pressure continues and is likely to stay, given the 
increase in tendering brought about by regulatory change. 
Firms are responding by focusing on audit quality, providing a 
differentiated service, and investing in technology to carry out 
the audit as efficiently as possible.

Tax in contention
Global taxation is undergoing significant changes. Last year 
saw the first deadline for action from the G20-sponsored 
Organisation for Economic Co-operation and Development’s 
Base Erosion and Profit Shifting (BEPS) action plan, and 
the growing calls for more transparency on tax issues bring 
increasing risk for multinationals. The complex international tax 
landscape has largely contributed to good tax performance for 
professional services. In contrast with audit, the market values tax 
services – there is no evidence of price compression here. 

Top 10’s market share 

Mid-tier 33.8%

Deloitte 18.8%

PwC 18.7%

EY 15%

KPMG 13.7%
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observed in the Asia-Pacific region. In October last year, EY 
added a law firm in Singapore, building on a previous legal 
addition in Shanghai and the opening of a legal practice in 
Vietnam. It has also been building its legal services across 
Australia and New Zealand.

Pass it on 
Succession planning has become a growing challenge for the 
accountancy profession. Networks and associations risk seeing 
member firms leave as partners retire with no other option than 
to sell their practice to get their equity back.

The problem might intensify in coming years, with the baby 
boomer generation, now in their 50s and 60s, posing serious 
challenges in terms of succession.

A survey by Harris Decima of Canada found that, of 1,819 
firms surveyed, only 31% have a formal or written succession plan 
in place. The figure is even lower among sole practitioners, with 
only 3% of the 1,273 IAB survey respondents in this category 
having a written or formal succession plan at their firm.

Shape of things to come
The widespread economic woes of the years following the crisis 
are slowly giving way to a much less uniform picture, where areas 
of high growth contrast with enduringly sluggish performance. 
Issues such as dwindling demand and stagnant performance are 
gradually being replaced by concerns ranging from recruitment 
and succession planning, to competition and the impact of large-
scale geopolitical events.

Geopolitical changes, including the rise of nationalism and 
protectionist policies in many countries, could have major effects 
on trade, investment, tax policy, and mergers and acquisitions, 
according to many of the firms surveyed. Another major 
challenge identified for 2015 is 
the need to restore economic 
growth through building trust.

Other trends likely to 
impact firms in future are tech 
developments, which are 
already altering how services 
are delivered; and increased 
globalisation of the marketplace, 
where different players are 
expected to emerge and 
networks to expand. However, 
on balance, firms remain 
optimistic for their businesses. 

In the balancing act of 
turning challenges into 
opportunities, while dealing with 
regulatory changes around the 
world, firm leaders face another 
challenging year. ■

This article was contributed by 
International Accounting Bulletin 

Regional performance

Europe
Western Europe performed below expectations. Many 
firms reported single-digit growth, due to the economic 
slowdown, although things are on the up. Average growth 
for firms in France in 2014 was 4%, compared with 1% in 
2013; in Germany and Italy, firms saw an average increase 
of 5% and 4.6% respectively. By contrast, Eastern and 
Central Europe saw growth of more than 10%.

North America
North America was more uniformly positive. Reflecting 
growth in the US economy of 2.9%, fee incomes rose over 
the year for most respondents. The Big Four grew by an 
average of 8%, reaching US$40bn in combined revenue.

Asia Pacific
China’s economic growth makes it a key market still for 
most global players. In 2014 the average growth rate 
among networks and associations in Greater China was 
16%. The Big Four remain challenged by an ongoing legal 
battle with the US regulator, and rivals are mounting an 
increasingly convincing challenge. In mainland China, 
KPMG has been overtaken by BDO LiXin, according to the 
Chinese Institute of Certified Public Accountants (CICPA). 

Africa 
In a continent with a 7% rate of GDP growth, Nigeria was 
the country where firms fared best, growing by 19% on 
average. Elsewhere strong performance was blighted by 

unfavourable exchange rates, 
particularly in South Africa 
(where firms nevertheless 
grew by 8.4% on average in 
2014, up from 6% in 2013). 
An example of optimism in 
Africa is HLB’s expansion, 
with new firms in Egypt, 
Kenya, Rwanda and Uganda.

Latin America
In contrast to Africa’s soaring 
popularity, the outlook 
for Latin America remains 
more mixed, although there 
is potential in Colombia, 
Panama and Brazil, which are 
experiencing some growth. 
In particular, average growth 
for firms in Brazil during 2014 
was 13% – second only to 
China and Nigeria.

Average fee split – top 10 networks 

  2008   

Audit and accounting  53  

Tax   23  

Advisory  24  

 2014

Audit and accounting   46

Tax                                   24

Advisory                            30
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Risky business
In business just about anything could happen – in theory, at least. But does that mean 
you should tell your shareholders all about it and how you intend to address it?

Opening up
The financial crisis has seen that argument bite deeper, and 
prompted a range of legislation (including IFRS 7, Financial 

Instruments: Disclosures, and the 
recommendations of the Enhanced 
Disclosure Task Force of the Financial 
Stability Board) aimed at improving risk 
disclosure in the financial sector. The 
2008 crisis certainly raised the profile of 
risk reporting and brought discussion of 
risk more into the open. According to a 
new report from ACCA, though, formal 
risk reporting by companies still has a 
long way to go.

ACCA’s Reporting risk study 
details the views of a range of senior 
risk experts representing preparers, 
users and regulators. It argues that all 
sides recognise that risk reporting needs 
to improve. The real question is how to 
make that happen.

Running a business is inherently risky – there are the small 
everyday risks (one of your suppliers goes bust, or the 
price of a commodity rises sharply), and then there are 

the risks that you think will never 
happen but sometimes do (a fire, 
a worldwide credit crisis, a ship 
loaded with your stock sinking). 

Boards (good ones, at least) 
routinely discuss what could go 
wrong and what to do about it. But 
how much of all this should they tell 
their shareholders? 

A series of high-profile corporate 
failures and incidents in recent years 
(the BP Deepwater disaster and 
Sony’s recent hacking experience, to 
name two) have given more teeth to 
the argument that companies need to 
do a better job of explaining the risks 
they face to their shareholders and 
other stakeholders. 

‘It’s precisely 
because 

something is 
sensitive that 

it should be 
reported to 

shareholders’
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For more information:

Risk Reporting is available at www.accaglobal.com/ab/161

Many of the experts consulted agree that progress has been 
made since the fi nancial crisis. But too much risk reporting today 
is unnecessarily generic, compliance-driven, bland. Or, as Eric 
Tracey, consulting partner with investment manager Governance 
for Owners, witheringly says, it covers ‘everything but the kitchen 
sink, in which case it becomes completely useless’.

Balancing interests
At the root of the problem is a fundamental difference between 
what users want and what preparers are prepared to give. To 
put it simply, users want to see more discussion of the risks a 
company faces, while preparers want to say as little as possible 
for fear of spooking the horses.

Companies fear that providing too much detail about 
risks could scare off investors or reveal sensitive information. 
The latter is an argument that analysts scoff at. ‘It’s a fantastic 
smokescreen to hide all sorts of things,’ says Tracey. ‘You ought 
to be able to describe your risks without giving away something 
you should keep secret. It’s precisely because it is sensitive that 
something should be reported to shareholders.’

So what do users want to see? The report details 
a wish list that includes a discussion of the risks that 
really matter to the company, preferably in order of 
priority. Users want to know why management believes 
that these risks are critical and what it plans to do to 
mitigate them. They also want to know of any new 
risks that have emerged since the last risk report. 
Above all, users want candour – an honest discussion 
of risk within the context of the company’s strategy 
and business model. 

Putting a price on risk
But could risk reports go further still? Journalist 
and fi nancial analyst Jane Fuller raises the more 
controversial possibility of quantifying risks. It 
would be more useful for analysts, she argues, if 

management explained that a particular event (such as the 
risk of litigation) rarely happened but put a fi gure on the 
potential fi nancial impact on the company if it did (based on, 
for example, actual litigation payouts in similar cases).  

‘This approach might cause migraines in many a 
boardroom,’ she says, ‘but it would result in a far more 
useful discussion about risk.’

The march towards better risk reporting seems to be 
gaining momentum, in some countries at least. At the end 
of last year, the UK’s governance regulator, the Financial 
Reporting Council, announced changes to the corporate 
governance code so that it recommends that directors 
include ‘a robust assessment of the principal risks 
facing the company’ in their annual report, along with 
an explanation of how these risks are being managed.

The experts consulted for Risk Reporting agree 
unanimously that better risk reporting is benefi cial 
to companies as well as users, with one contributor 
pointing out that risk reporting has now moved on 
from a focus on mitigation to a way of adding value to 
the organisation. 

Ewan Willars, director of policy at ACCA, thinks 
that good risk reporting gives investors greater 
confi dence: ‘We believe that greater disclosure 

of risk is not a threat, but a chance to 
demonstrate the strength of the company’s 
controls and management.’ ■ 

Liz Fisher, journalist

Unintended consequences

‘There has been a huge increase [in regulation faced by 
multinationals] since the fi nancial crisis, and the question is 
whether that drives better risk management or not. There 
have certainly been unintended consequences; at Shell we 
are captured by criteria that are not intended for us, simply 
because we are large. In my view that has the potential to 
distract organisations from good risk management. 

‘My main concern is that the raft of new regulatory 
requirements could result in organisations seeing risk 
reporting as just another box-ticking exercise, rather than 
driving better risk management. We have to be careful 
that we’re not reporting risk in order to satisfy a process, 
but that risk management is used effectively as a way to 
differentiate the business.’

Simon Constant-Glemas, VP corporate and UK country 
controller, Shell

No longer a four-letter word

‘I’ve seen a lot of progress in risk reporting since the 
fi nancial crisis. Risk has now become something that can 
be discussed, when previously it was a four-letter word. 
The better [risk] reporters are telling us something useful 
about risk – the levels of disclosure used to be terrible 
across the board, but now there are plenty that are not.

‘The big challenge now is the mass of companies 
whose risk reporting is inadequate at best. There are 
some shining examples, good reports that tell the story 
honestly and in the voice of the company. The trick now is 
to get the others up to speed.’ 

Frank Curtiss, head of corporate governance, RPMI 
Railpen Investments
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Talent doctor: Influencing style

Dr Rob Yeung is a 
psychologist at leadership 

consulting fi rm Talentspace

Career boost
Pushiness makes enemies, but pliancy misses out. Dr Rob Yeung explains the art of 
infl uencing people. Plus, interviews are becoming sprints rather than marathons

You can’t be successful at work – or 
indeed in life – without being able 
to infl uence and persuade others. 
But to understand your style of 
infl uence, you need to ask yourself 
two questions.

First, to what extent can you say 
no to unreasonable requests? Score 
yourself on a scale of 1 to 10, where 
1 is ‘I fi nd it really diffi cult’ and 10 is 

‘no problem whatsoever’. Second, on the 
same 1 to 10 scale, to what extent do you 
look for ways to be helpful to the people 
you work with?

These questions are taken from a 
questionnaire designed by University 
of Arkansas academics. The fi rst, about 
saying no, measures your skill at what I call 
‘push-assertion’ – the ability to speak up, 
say what you want and set the agenda. 

However, research tells us that people 
who are strong only at push-assertion 
can come across as aggressive, overly 
demanding and pushy.

The second, about how helpful 
you try to be, measures your skill at 
‘pull-respect for others’ – the ability to 
listen, empathise and cooperate rather 
than compete. I name it pull-respect 
for others as I think it’s about pulling 
information, emotions and needs out 
of people. People who are strong 
only at pull-respect for others are 
accommodating team players, but may 
miss out on opportunities because 
they don’t put themselves forward.

We can be high or low on push-
assertion as well as on pull-respect 
for others. So that implies four broad 
infl uencing styles, as shown by the 
chart below.

In the top right corner, people who 
are strong at both skills can push and 
pull in equal measure. They ask for 
what they want but also understand 
others’ needs and know when to 
compromise. The other quadrants 
represent less than ideal infl uencing. 

So where do you land in the grid? 
Are you more powerful at push-
assertion, but inadvertently brash or 
antagonistic? Or stronger at pull-
respect for others – a collaborator who 
could take charge a little more often? 
Or relatively weak at both, and feeling 
frustrated and ignored as a result?

The only way to identify your 
infl uencing style is to get feedback 
from people who know you well. Ask 
colleagues and friends. Only then can 
you fi gure out what would be most 
benefi cial to your career – and be able 
to devise a plan for improving how you 
go about persuading others. ■ 

For more information:

www.talentspace.co.uk

@robyeung

Push-assertion

Pull-respect for others

High Forceful persuasion Legitimate assertiveness

Passivity

Low High

HelpfulnessLow
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Just one shot 
Accountants need to hone 
their interview skills or risk 
missing out on the best jobs.

According to recruitment 
agency Randstad Financial 
& Professional, greater 
competition around the world 
for talent has led to employers 
shortening the interview 
process so as to beat their 
competitors and get their 
offers in first. 

Half of financial services 
professionals (52%) globally 
said they had only one 
interview before landing their 
current role, and 27% needed 
just two. The recruiter said 
these figures show the need to 
make a good first impression, 
as there may not always be an 
opportunity to make amends 
in a subsequent meeting. 

Some 61% of accountants 
said they now find interviews 
harder than they did before 
the crisis took hold; 29% said 
that, despite being good at 
job interviews in the past, 
they are now out of practice; 
and 21% said they always 
underperform in interviews.

Tara Ricks, MD of Randstad 
Financial & Professional, 
said: ‘In the time it takes to 
invite people back for third 
or fourth interviews, the best 
candidates are being snapped 
up by rivals. This is good 
news for people frustrated 
with the protracted interview 
processes of the recession, 
but it also means candidates 
aren’t getting the chance 
to show their true colours if 
they haven’t made a good 
first impression.’

Grad intake to surge 
There will be an 11% year-on-
year hike in graduate intake 
by accountancy firms in the UK 
in 2015, according to a report 
from High Fliers Research.

The report, The graduate 
market in 2015, is a study 
of graduate vacancies and 
starting salaries at the UK’s  
100 leading employers.

The latest recruitment 

target for 2015 predicts 4,624 
vacancies for graduates at 
accountancy firms in the list. 
The report forecasts that 
salaries in 2015 for graduates 
joining accountancy and 
professional services firms 
will be between £15,000 and 
£42,500, with a median starting 
salary of £30,000.

Big Apple, big salary
If you want to make a lot 
of money as quickly as you 
possibly can, then it’s worth 
considering a move to New 
York to work in product 
control, according to a recent 
report from Robert Walters.

The recruitment agency’s 
2015 salary survey is a 

comprehensive review of 
professional salaries and 
recruitment trends all around 
the world.

While the US is the land 
of the best-paid job, hot on 
its heels in the top 15 are 
Singapore and Hong Kong.

Internal audit, product 
control and regulatory 
reporting are the most highly 
paid sectors to work in.

The research shows that 
finance careers in London 
generally pay better than most 
other European nations and 
compare well internationally. 

According to the report, 
the top five jobs are as follows:
1  SVP product control/pricing, 

New York, $175-300k
2  Internal audit, banking, 

Hong Kong, $127-230k
3  Strategic analysis and 

planning, financial services, 
Singapore, up to $225k

4  Financial and regulatory 
reporting, Hong Kong, 
$120-220k

5  Tax specialist, New York, 
$100-200k. ■

This page is compiled by Beth 
Holmes, journalist

The perfect: interview preparation

With ever growing numbers of talented professionals putting themselves up for a 
diminishing number of jobs, it’s never been more important not to fall at the first hurdle: the 
job interview. Yet a combination of nerves, pressure and bad habits often means that even 
top-quality candidates don’t get jobs they would be perfect for.

So what should you do? First, research the employer, starting with a Google search. 
Getting background information about the organisation and knowing as much about its past 
performance and future plans will show you are a committed and interested candidate. 

Then, rehearse. Once you’ve done your homework on the company, practise your 
interview technique with a friend. If you film your efforts, you can replay the interview and 

see for yourself where 
you might need to make 
improvements.

Finally, prepare two 
sets of questions. The 
first should be a list of 
questions you are likely to 
be asked, accompanied by 
your detailed responses, 
backed up with specific 
examples from your work 
and life experience. The 
second should be a list 
of questions you want to 
ask the interviewer; an 
interview is, after all, a two-
way process.

And when the day 
comes, be punctual, 
dress appropriately but 
comfortably, smile, ask for a 
glass of water, concentrate 
on breathing slowly if you 
feel anxious, and maintain 
eye contact throughout. 
Good luck!
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The John Lewis effect
In this latest article in a series on competitive advantage, Tony Grundy looks at the 
unique position that the John Lewis Partnership has in the UK retail market

(‘the group’), with its partnership structure so unusual in retail, 
seems to be fitted with some kind of antigravity device. It is 
continuing to grow and generate comfortable returns on net 
assets in both upmarket grocery retailing and in its larger, non-
food lines. Its partnership ownership – its 90,000 staff are all 
partners – means that it is less subject to the relentless pressure 
to report earnings growth; it is also freer of the short-term 
pressure to achieve results.

The group’s most competitive operating environment is 
grocery retailing, in which it operates under the name  

of Waitrose .
The Waitrose business seems to 

be defying the trends because it is 
positioned as a more niche, premium-
priced operator, with a differentiation 
strategy in terms of both products 
and service. The Waitrose customer 
experience is very much one of 
surprise (‘Oh, I just have to try some 
of that!’) and of low stress. And 
many customers are willing to pay a 
premium for those things.

But there are three questions 
here: 

*  Why is a substantial segment 
of the market still so keen on 
distinctive quality and prepared to 
find a budget for it? 

*  Why are the competitors less able 
to address this? 

*  How is the group able to seize this 
lucrative territory? 
It seems that better-off people 

with more discretionary spend are 
still prepared to pay more on certain 
occasions; they still enjoy treats, and 
they can use Waitrose as a kind of 
‘restaurant at home’. In the latter 
case, they are spending more than 
they would at other supermarkets 
but are making savings relative to the 
cost of a meal out.

There are advantages in 
specialisation. While bigger 
grocers such as Tesco have some 
premium lines, it is harder for 

British retailing is a very difficult, competitive market, 
and many companies are being squeezed between 
weak growth in UK retail sales, channel substitution 

(internet retailing), and niche or cost leadership companies. 
The established British supermarkets – Tesco, Morrisons and 
Sainsbury’s – have been caught in a vice between relatively 
recent German arrivals, Aldi and Lidl. And Marks & Spencer 
(M&S), despite 10 years of effort, still hasn’t got anywhere 
near to the operating profit margin it had back in the 1990s.

However, pre-eminent retailer the John Lewis Partnership 

▲ Moving units
John Lewis has 
become renowned 
for its heart-warming 
Christmas TV ads
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For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd 

them to create an atmosphere of 
‘spoil yourself’, as such offerings 
are surrounded by price deals on 
commoditised products and a busier 
shopping environment.

Waitrose, by contrast, combines 
clever merchandising skills, a 
distinctive, visually appealing 
store environment that is pleasant 
to walk around, and eager and 
competent staff. Its brand is envied 
across all industries.

Waitrose also exhibits multiple 
and reinforcing layers of competitive 
advantage, or a ‘resource-based 
theory’, which suggests that strategic assets are often more 
decisive in creating superior performance than having a 
favourable environment.

Price promise
The John Lewis department store has a slightly different 
business model, promising that you will not find a better 
price elsewhere. Its promise, ‘Never knowingly undersold’, 
is well known. If you spot that a product is being sold more 
cheaply, the retailer will match the price. This on the surface 
has the feel of a ‘cost-leadership’ strategy. But John Lewis’s 
main stores are full of high-quality products. These are by and 
large not commodities, so the chance of spotting an obviously 
overpriced product is much lower. 

This promise doesn’t mean that all their prices are level 
with the cheapest and that all products are sold elsewhere. But 
that promise is key in making it unnecessary to shop around. 
Also, John Lewis has a broad choice, so the average spend per 
store visit is high. That makes for a productive store and offers 
economies of scale – a different formula but with the same 
result: sales growth and good profitability. 

Underpinning both these successful models is a high-quality 
skills base and a distinctive, service-led culture. Anyone  
visiting the group’s head office will pick up a high-quality feel 
to the organisation. Getting an idea of a corporate culture is 
rather like sensing a climate; just like getting off the plane in 
Dubai, you know you’re in a warmer place. Competitors can 
imitate parts of the group’s competitive advantage, but not as 
easily as its culture. Some of this is also down to the  
partnership structure and the organisational strategy that 
supports this, which its competitors cannot adopt due to 
corporate constraints.

Know your onions
One thing that is truly distinctive and most enviable is that 
the group knows totally what it is about; it has a very clear 
strategic vision, which it has stuck to over decades, making it 

a great institution, but also one that is 
prepared to experiment – for example, 
with smaller branches of Waitrose. 

Unlike its rival M&S, which similarly 
has department stores and upmarket 
food stores, it doesn’t operate these 
under the same brand. Nor, unlike 
M&S, has it generally operated both 
outlets out of the same premises 
(could it do more of the latter?). 
While these are strategic choices, they 
can be revisited.

The results in the group’s 2014 
annual reports are remarkable for a 
retailer, especially in the extremely 
competitive UK. In addition, Waitrose 
had nearly double the profit margins of 
other supermarkets. 

So far, we have just used a few MBA ideas to understand 
the basis of this success: differentiation, resource-based theory, 
strategic vision, business models, and so on. What other ideas 
might be out there for its future development?

* more developments with both shops on the same premises 

* international expansion

* using the trusted name even more as a fully fledged bank – 
not just credit cards

* expanding its internet retailing, including to develop the 
brand internationally

* other areas of retailing (Waitrose cafes?)

* looking more generally at areas where the brand 
might stretch.

Obviously there would need to be full alignment within 
the business portfolio and with the culture, brand and skills 
base. On the edge of this might be the example of ‘John 
Lewis funerals’ (after all, the Co-operative Society is the market 
leader in the UK).

Meanwhile, you might want to ask yourself the 
following questions:

* What lessons can your business learn from John Lewis’s 
success? For example, the stability of its purpose, philosophy, 
its values and its service delivery, and finding a place in the 
competitive landscape where it has some natural advantages 
relative to the competition.

* What areas in your company’s culture truly differentiate it from 
competitors and lead to superior returns? ■

Dr Tony Grundy is an independent consultant and trainer, and 
lectures at Henley Business School

The group knows 
totally what it 
is about; it has 

a very clear 
strategic vision, 

which it has stuck 
to for decades
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Create a lean machine
A catch-22 is a situation characterised by absurdity or senselessness, and it’s one in which 
many finance teams find themselves. David Parmenter explains how to escape 

The annual planning process and the 
long, drawn-out annual reporting cycle 
are both perfect examples of catch-

22s. To break out of them, finance teams 
need to attack the onerous processes that are 
hangovers from the past and that they have 
mistakenly stuck with.

A company with fewer than 60 account codes 
for their P/L is as rare as hen’s teeth. There are 
simply too many charts of accounts with more than 
200 expense account codes in the general ledger. 
The chart of accounts, which determines how we 
report and set targets, sets the finance team up for 
disaster in many ways. 

Resetting the chart is a job that wise owls avoid, 
which is why the least experienced accountant 
usually ends up doing it. The CFO’s eyes glaze 
over at the subsequent chart of accounts progress 
meetings; the aim of reducing the number of 
account codes by over 40% gets lost; and, slowly 
but surely, just like the budget instructions, the 
chart of accounts takes on a life of its own. 

So here are some rules of thumb that might 
help to bring your chart of accounts to heel: 

* Impose a 1% rule for expense account 
codes. Do not break down costs into a 
separate account unless they represent at 
least 1% of total expenses. As personnel costs 
will represent between 40% and 60% in up to 
five codes, this rule will reduce your costs to 

Next steps

1 Work out revenue and expenditure code thresholds.
2 Amalgamate all sub-threshold codes into a new code.
3 Sell the need for change to the ‘oracles’ in your 

organisation – their support is critical. Email me at 
parmenter@waymark.co.nz if you need advice on how.

4 Access my How finance teams can help their 
organisations get future-ready IBM business analytics 
paper from tinyurl.com/DP-future

Streamline your systems

For more information:

www.davidparmenter.com

Onerous area

Month-end 
reports

Year-end 
accounts

Annual  
planning

Key 
performance 
indicators

Ad hoc Excel 
systems

Chart of 
accounts

Leaner practice

See my earlier articles for producing these by day three 
(of the next month) and ultimately by close of the first 
working day; aim for virtual reporting within three years.

Commit the auditors, your finance team, board and 
executive to a 15-working-day signed set of annual 
accounts. This will be covered in a future article.

Produce it in under two weeks from rolling planning. 
Eventually, drop it in favour of quarterly rolling 
planning (covered in my earlier articles).

Carefully test all KPIs to ensure they promote a positive 
outcome. Have no more than 10 KPIs and 18 non-key 
indicators. I will cover this in a future series of articles.

Replace all spreadsheets of more than 100 rows 
with a modern planning and reporting tool. Excel 
replacement has been covered in earlier articles.

Streamline your account codes: having more than 
50 for P/L is unnecessary, leads to miscoding and 
encourages a focus on unnecessary detail.

somewhere between 40 and 50 account codes.

* Have a 5% rule for revenue account codes. Do not break 
revenue into separate codes unless a revenue item represents 
over 5% of total revenue. This will reduce your revenue to 
somewhere between five and 15 account codes.

* Have larger buckets. And when you are asked a stupid 
question, ask what decision is going to be made based 
on the information requested. If they still think they need 
some analysis, a skilled management accountant can always 
investigate five weeks of expenditure and then annualise the 
number. Remember, the resulting estimate will approximate 
a true and fair view – besides, nobody else is going to follow 
you into that canyon! ■

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance
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Leasing is an important 
activity for many 
organisations with the 
majority of leases not 
currently reported on 
a lessee’s statement of 
fi nancial position. The 
existing accounting models 
for leases require lessees 
and lessors to classify their 
leases as either fi nance 
leases or operating leases 
and to account for those 
leases differently. 

The existing standards 
have been criticised for failing 
to meet the needs of users of 
fi nancial statements because 
they do not always provide 
a faithful representation of 
leasing transactions.

The exposure draft (ED), 
Leases (May 2013), attempted 
to solve the lease accounting 
problem by requiring an entity 
to classify leases into two types 
– type A and type B – and 

recognise 
both 
types on the 
statement of 
fi nancial position. 
The ED was the result 
of a joint project by the 
International Accounting 
Standards Board (IASB) and 
the US Financial Accounting 
Standards Boards (FASB) (the 
boards).This article sets out 
the current deliberations of the 
boards as at the end of 2014 
and, therefore, as such, the 
fi nal leasing standard 
may vary from the 
discussions below.

The ED 
sets out that 
type A leases 
would normally 
mean that the 
underlying asset 
is not property, 
while type B leases 
mean that the 
underlying asset is 
property. However, 
the entity classifi es a 
lease other than a property 
lease as type B if the 
lease term is for an 
insignifi cant part of 
the total economic 
life of the asset; 

or the present value of the 
lease payments is insignifi cant 
relative to the fair value of the 
underlying asset at the lease’s 
commencement date.

Conversely, the entity 
classifi es a property lease as 
type A if the lease term is for 
the major part of the remaining 
economic life of the 

underlying 
asset; or 
the present 
value of the 
lease payments 
accounts for 
substantially 
all of the fair 

value of the underlying 
asset at the 

commencement 
date. At this 
date, the lessee 
discounts the 

lease payments using 
the rate the lessor charges 

the lessee, or if that rate 
is unavailable, the lessee’s 
incremental borrowing rate. 

The lessee 
recognises the 
present value of 
lease payments 
as a liability. At 
the same time 
it recognises a 
right-of-use »

Lease accounting
As we wait for a defi nitive leasing standard, Graham Holt explores 
the original 2013 exposure draft and the current state of play
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(ROU) asset equal to the 
lease liability, plus any 
lease payments made to 
the lessor at or before the 
commencement date, less 
any lease incentives received 
from the lessor; and any 
initial direct costs incurred 
by the lessee. After the 
commencement date, the 
liability is increased by the 
unwinding of interest and 
reduced by lease payments 
made to the lessor. 

A lessee will recognise in 
profi t or loss, for type A leases, 
the unwinding of the discount 
on the lease liability as interest 
and the amortisation of the 
ROU asset and, for type B 
leases, the lease payments will 
be recognised in profi t or loss 
on a straight-line basis over 
the lease term and refl ected 
in profi t or loss as a single 
lease cost. 

Following the feedback 
received on the ED, the FASB 
still remains supportive of 
the dual-model approach 
to bringing leases on to the 
statement of fi nancial position. 

Under this approach, a 
lessee would account for 
most existing fi nance leases 

as type A leases and most 
existing operating leases 
as type B leases. Both type 
A and B leases result in the 
lessee recognising a ROU 
asset and a lease liability. 
However, the IASB has stated 
that feedback on the 2013 ED 
indicates that the dual model 
is too complex and, therefore, 
has opted currently for a 
single lessee model that is 
‘easy to understand’. The IASB 
decided on a single approach 
for lessee accounting where 
a lessee would account for all 
leases as type A leases.

The boards decided 
that a lessor should 
determine lease 
classifi cation (type 
A or type B) on the 
basis of whether 

the lease is effectively a 
fi nancing or a sale, rather 
than an operating lease. 
A lessor would make that 
determination by assessing 
whether the lease transfers 
substantially all the risks 
and rewards incidental to 
ownership of the underlying 
asset. A lessor will be required 
to apply an approach 
substantially equivalent to 
existing International Financial 
Reporting Standards (IFRS) 
fi nance lease accounting to all 
type A leases. 

A lease is currently defi ned 
by the boards as ‘a contract 
that conveys the right to use 
an asset for a period of time in 
exchange for consideration’. 
An entity would determine 
whether a contract contains 
a lease by assessing whether 
the use of the asset is either 
explicitly or implicitly specifi ed 
and the customer controls 

the use of the asset. The 
defi nition of a lease does 
not require the customer 
to have the ability to derive 
the benefi ts from directing 
the use of an asset. 

The boards have 
decided that the leases 
guidance should not include 
specifi c requirements 
on materiality and retain 
the recognition and 
measurement exemption for 
a lessee’s short-term leases 

(12 months or 
less) with the 
IASB specifi cally 
favouring a 
similar exemption 
for leases of small 
assets for lessees.

The boards 
have decided 
that, when 
determining the 
lease term, an 
entity should 
consider all 
relevant factors 

that may 
affect the 
decision 
to extend, 
or not 

The FASB remains 
supportive of 

the dual-model 
approach to 

bringing leases 
on to the 

statement of 
financial position
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to terminate, a lease. The 
lease term should only be 
reassessed when a signifi cant 
event occurs or there is 
a signifi cant change in 
circumstances that are 
within the control of the 
lessee. A lessor should not 
be required to reassess the 
lease term.

Only variable lease 
payments that depend on 
an index or a rate should 
be included in the initial 
measurement of leases and 
the IASB has determined that 
reassessment of variable lease 
payments would only occur 
when the lessee re-measures 
the lease liability for other 
reasons. A lessor will not be 
required to reassess variable 
lease payments that depend 
on an index or a rate.

The defi nition of the 
discount rate remains 
unchanged as the rate implicit 
in the lease, as does the 
requirement for a lessee to 
reassess the discount rate 
only when there is a change 
to either the lease term or the 
assessment of whether the 
lessee is (or is not) reasonably 
certain to exercise an option 
to purchase the asset.

A lease modifi cation for 
both a lessee and a lessor 
should be accounted for as a 
new lease, separate from the 
original lease, when:
1 the lease grants the lessee 

an additional right-of-use 
not included in the original 
lease, and 

2 the additional right-of-use 
is priced commensurate 

with its standalone price 
in the context of that 
particular contract. 

In terms of the initial direct 
costs for both lessors and 
lessees, they should include 
only incremental costs that 
would not have incurred if the 
lease had not been executed. 
These include commissions 
or payments made to existing 
tenants to obtain the lease. A 
lessor in a type A lease should 
include initial direct costs in 
the initial measurement of 
the lease receivable and they 
should be taken into account 
in determining the rate 
implicit in the lease.

A lessor in a type A lease 
who recognises selling profi t 
at lease commencement 
should recognise initial 
direct costs as an expense. 
A lessor in a type B lease 
should expense such costs 
over the lease term on the 
same basis as lease income. 
A lessee should include 
initial direct costs in the initial 
measurement of the right-of-
use asset and amortise those 
costs over the lease term.

The guidance in the ED 
has been retained for sale 
and leaseback transactions 
with a sale having to meet 

the requirements of a sale as 
set out in IFRS 15. A buyer-
lessor should account for the 
purchase of the underlying 
asset consistent with the 
guidance that would apply 
to the purchase of any non-
fi nancial asset.

This article sets out the 
deliberations of the IASB/
FASB as regards lease 
accounting at the end of 
December 2014. The IFRS is 
due for publication in 2015, 
but it seems that the FASB and 
IASB will have differing views 
on several recognition and 
measurement issues when the 
IFRS is fi nally published. There 
may yet however be further 
changes of opinion. ■

Graham Holt is director of 
professional studies at the 
accounting, fi nance and 
economics department at 
Manchester Metropolitan 
University Business School
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inspection of completed 
audit engagements by 
supervisory bodies. 

* The audit of related 
parties and professional 
scepticism. This article 
explains how to take a 
risk-based approach to the 
audit of related parties and 
what procedures should 
be undertaken at various 
stages of the audit.  

Links to these and other 
materials to support auditors 
can be found at www.
accaglobal.com/advisory

Financial reporting

New and revised 
reporting standards 
The International Auditing and 
Assurance Standards Board 
(IAASB) has released its new 
and revised Auditor Reporting 
Standards. These are 
effective for audits of fi nancial 
statements for periods ending 
on or after 15 December 2016.

The most notable 
enhancement is the new 
requirement for auditors 
of listed entities’ fi nancial 
statements to communicate 
‘key audit matters’ – those 
matters that the auditor views 
as most signifi cant, with an 
explanation of how they were 
addressed in the audit. 

Understanding the 
reporting and communication 
responsibilities in the 
standards is vital. In addition 
to the revisions to ISA 700 
(Revised), Forming an Opinion 
and Reporting on Financial 
Statements, and ISA 570 
(Revised), Going Concern, 
a new standard – ISA 701, 
Communicating Key Audit 
Matters in the Independent 
Auditor’s Report – has been 

Audit

Audit essentials
Four audit CPD articles are 
available that take you through 
the essential components of 
an audit. The articles from 
the Technical Advisory team 
are free and are summarised 
below:

* The importance of 
planning and materiality. 
This article highlights 
that appropriate 
planning of an audit is of 
paramount importance in 
performing an effective, 
and also efficient, 
engagement. 

* The audit of going 
concern. This article 
clarifies the responsibilities 
of management 
and auditors in the 
assessment of going 
concern, and related 
reporting, on the 
basis of the applicable 
financial reporting and 
auditing standards. 

* Audit evidence and 
specific considerations 
for certain items. This 
article deals with obtaining 
and documenting sufficient 
appropriate evidence 
on which to base the 
auditor’s opinion, as 
this is often an area of 
weakness identified by the 

issued. ISA 701 paragraph 4 
states that:

‘Communicating key audit 
matters in the auditor’s report 
is in the context of the auditor 
having formed an opinion on 
the fi nancial statements as a 
whole. Communicating key 
audit matters in the auditor’s 
report is not: 
a A substitute for disclosures 

in the financial statements 
that the applicable 
financial reporting 
framework requires 
management to make, 
or that are otherwise 
necessary to achieve 
fair presentation. 

b A substitute for the auditor 
expressing a modified 
opinion when required 
by the circumstances of a 
specific audit engagement 
in accordance with ISA 
705 (Revised). 

c A substitute for reporting 
in accordance with ISA 
570 (Revised) when a 
material uncertainty exists 
relating to events or 
conditions that may cast 
significant doubt on an 
entity’s ability to continue 
as a going concern. 

d A separate opinion on 
individual matters.’

With regard to determining 
key audit matters the standard 
states that the ‘auditor shall 
determine, from the matters 
communicated with those 
charged with governance, those 
matters that required signifi cant 
auditor attention in performing 
the audit. In making this 
determination, the auditor shall 
take into account the following: 
a Areas of higher assessed risk 

of material misstatement, 
or significant risks 
identified in accordance 

with ISA 315 (Revised). 
b Significant auditor 

judgments relating to 
areas in the financial 
statements that involved 
significant management 
judgment, including 
accounting estimates 
that have been 
identified as having high 
estimation uncertainty. 

c The effect on the audit 
of significant events or 
transactions that occurred 
during the period.’

The areas identifi ed that are of 
most signifi cance to the entity 
will be highlighted and the 
auditor ‘shall describe each 
key audit matter, using an 
appropriate subheading, 
in a separate section of the 
auditor’s report under the 
heading ‘Key Audit Matters’.’

The illustrative auditor 
report examples in ISA 700 
and ISA 570 have been 
amended. An extract from the 
ISA 570 example has been 
reproduced below: 

 
Material uncertainty related 
to going concern 
‘We draw attention to Note 
6 in the fi nancial statements, 
which indicates that the 
Company incurred a net loss 
of ZZZ during the year ended 
December 31, 20X1 and, as 
of that date, the Company’s 
current liabilities exceeded its 
total assets by YYY. As stated 
in Note 6, these events or 
conditions, along with other 
matters as set forth in Note 
6, indicate that a material 
uncertainty exists that may 
cast signifi cant doubt on the 
Company’s ability to continue 
as a going concern. Our 
opinion is not modifi ed in 
respect of this matter.’ 

Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly 
round-up of the latest developments in fi nancial reporting, audit, tax and law

Technical update
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Key audit matters 
‘Key audit matters are 
those matters that, in our 
professional judgment, 
were of most signifi cance 
in our audit of the fi nancial 
statements of the current 
period. These matters were 
addressed in the context 
of our audit of the fi nancial 
statements as a whole, and in 
forming our opinion thereon, 
and we do not provide a 
separate opinion on these 
matters. In addition to the 
matter described in the 
Material Uncertainty Related 
to Going Concern section, 
we have determined the 
matters described below 
to be the key audit matters 
to be communicated in 
our report. [Description of 
each key audit matter in 

accordance with ISA 701.]’ 
More information at www.
accaglobal.com/advisory

Special purpose 
financial statements
The International Auditing 
and Assurance Standards 
Board has invited comment 
by 22 April on its proposals 
to enhance auditor reporting 
on special purpose fi nancial 
statements. The board 
proposes to change ISA 800, 
Special Considerations – 
Audits of Financial Statements 
Prepared in Accordance with 
Special Purpose Frameworks, 
and ISA 805, Special 
Considerations – Audits of 
Single Financial Statements 
and Specifi c Elements, 
Accounts or Items of a 
Financial Statement. 

The proposed changes 
take into account the new 
and revised auditor standards 
and the key audit matter 
responsibility. Details can 
be found at tinyurl.com/
ISA-revisions

Tax 

May’s issue of Accounting 
and Business will include 
information on the 
Budget, with CPD 
points available.

Notice and guidance 
updates
You can fi nd links and 
guidance on VAT notices 
and Revenue and 
Customs Briefs at 
www.accaglobal.com/
advisory 

Consultation: penalties
HMRC has issued HMRC 
Penalties: a Discussion 
Document, which is open 
for comment until 11 May. In 
chapter 4, HMRC comments 
that ‘Stakeholders have 
raised some concerns about 
how we apply penalties in 
practice,’ and sets out these 
areas. The following chapter 
then highlights the role of 
penalties and how they may 
change. One comment and 
option is:
‘5.6 We currently impose a 
large number of low-value 
penalties in Income Tax Self 
Assessment and expect to 
do the same in the Real Time 
Information PAYE regime 
(known as “RTI”). We want 
to consider moving to a 
different model.’ »

 Non-dom guide (to be reviewed annually)

Have you been 
resident in the 
UK for 12 out of 
the last 14 tax 
years?

You cannot 
claim the 
remittance basis 
and therefore 
the non-dom 
levy is not 
applicable

It may be 
advisable to 
pay £90,000 
and claim the 
remittance basis

Have you been 
resident in the 
UK for 17 out of 
the last 20 tax 
years?

The remittance 
basis applies 
and the levy 
does not need 
to be paid

It may be 
advisable not 
to pay £90,000 
and not claim 
the remittance 
basis

Does your 
unremitted 
non-UK income 
exceed £60,000 
or do your 
unremitted 
capital gains 
exceed £105,000?

It may be 
advisable to 
pay £50,000 
and claim the 
remittance basis

It may be 
advisable to 
pay £30,000 
and claim the 
remittance basis

It may be 
advisable not 
to pay £50,000 
and not claim 
the remittance 
basis

It may be 
advisable not 
to pay £30,000 
and not claim 
the remittance 
basis

The ACCA Guide...to the non-domicile levy has been made available for ACCA members to use 
with clients. It details the income tax allowance and CGT exemption position in the fl owchart 
and highlights the options that are available. Together with over 180 business guides, it can be 
found at www.accaglobal.com/advisory

HMRC is consulting on the reasons why individuals choose not to pay the remittance basis 
charge each year and why this choice can change from year to year. It seeks views on how a 
minimum claim period for the charge might apply and is open for comment until 
16 April. This consultation can be found at tinyurl.com/gov-nondom 
This document has no regulatory status; it is for guidance only. © ACCA 2015

St
ar

t h
er

e

Do you have 
more than £2,000 
or unremitted 
offshore income 
and gains?
(Applicable if your 
age exceeds 18)

Are you 
domiciled in the 
UK?

Yes

No

No

No

No

No

Yes YesYes

Yes Yes

Does your 
unremitted 
non-UK income 
exceed £240,000 
or do your 
unremitted 
capital gains 
exceed £350,000?

Yes

Does your 
unremitted 
non-UK income 
exceed £100,000 
or do your 
unremitted 
capital gains 
exceed £175,000?

No

No

No

Have you been 
resident in the 
UK for 7 out of 
the last 9 tax 
years?

Yes
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Professional conduct 

The updated version of Professional Conduct in Relation 
to Taxation (PCRT), which will replace the version issued 
in February 2014, is available for comment. The update 
focuses on changes in the law and making the guidance 
more accessible. Chapters include ‘HMRC rulings and 
clearances’ and ‘Access to data by HMRC’. You can see 
the draft, on which we invite your comments, before 
9 March at www.accaglobal.com/advisory

‘5.7 One option could be a 
progressive system similar to 
penalty points for motoring 
offences, so that initial 
fi nancial penalties are avoided, 
but more substantial penalties 
then apply for more serious 
failures or for persistent non-
compliance with obligations. 
There may be advantages in 
not initially applying penalties, 
but the downside might be 
that customers fail to realise 
the importance of non-
compliant behaviour. The role 
of our digital communications 
would then be key in 
ensuring there are no surprises 
for customers.’

You can fi nd out more at 
tinyurl.com/hmrc-pen

GAAR
The General Anti-Abuse 
Rule (GAAR) guidance has 
been updated for transactions 
entered into after 30 January. 
The guidance can be found at 
tinyurl.com/gaar-guide

Double taxation
UK and Canada, and UK and 
Iceland tax and fi scal evasion 
treaties can be found at 
tinyurl.com/treaty-2013 

Monaco exchange of 
information and changes to 
the double tax agreement 
with Croatia can be found at: 
tinyurl.com/gov-dta

 
Redundancy recovery 
from high earners
Draft regulations, The 
Repayment of Public Sector 
Exit Payments Regulations 
2015, have been issued 
to allow the recovery of 
exit payments when high 
earners return to the 
same part of the public 
sector within 12 months of 
leaving. The regulations are 
drafted to come into force on 
1 April 2016.

They apply to employees 
whose earnings amount to 
£100,000 per annum or more 
and to those who ‘have served 
less than 12 months in offi ce 
or employment, but whose 
earnings averaged up to an 
annual basis would have been 
over £100,000’.

Part 4 of the regulations – 
‘Repayment of exit payments’ 
– sets out the repayment terms 
calculation that applies. 
More at www.accaglobal.
com/advisory

R&D
ACCA business guides 
on R&D have been 
updated and enhanced 
and include additional 
worked examples. You can 
fi nd the guidance on R&D 
and Patent Box at www.
accaglobal.com/advisory

Partnership reform
The Offi ce of Tax 
Simplifi cation (OTS) has 
published its fi nal review of 
partnership taxation, which 
contains 14 recommendations 
for reform, something that 
the Chancellor may consider 
for his pre-election Budget. 
They include:

* ‘HMRC and BIS jointly 
to provide a checklist of 
issues that need to be 
considered in a partnership 
agreement, with 
commentary and examples. 

* Allowing partners to 
claim their allowable 
expenses incurred from 
their share of the profi ts, 
where the partnership 
agreement is set out on 
this basis.

* Future Double Tax 
Agreement renegotiations 
to have a requirement to 
consider partnerships and 
the issues mentioned in 
our reports.

* The alignment of the tax 
rules in the area of foreign 
exchange for partnerships 
should be pursued, but if 
it is considered that such 
changes would be too 
diffi cult to effect, then at 
a minimum HMRC should 
publish clear guidance on 
the area.

* The OTS recommend clear 
guidance be included in 
the Partnership Manual 
to address the area of 
Group Relief on structures 
involving LLPs, which we 
understand HMRC have 
agreed to.

* Full clarifi cation on the 
questions raised by the 
Professional Bodies on 
entrepreneurs’ relief to 

be included within the 
Partnership Manual.

* Introduction of two 
alternative routes to 
Gift Aid to be available to 
partnerships: 

 *  The fi rm may make a 
donation and the relevant 
Gift Aid declaration 
is made by the 
representative partner. 
The donation would be 
treated as made under 
Gift Aid by the individual 
partners with the charity 
entitled to reclaim the 
basic rate income tax. 

 *  The fi rm may simply 
take a deduction for 
the donation in its 
computation of trading 
profi ts. In this case it 
would be treated as a 
gross donation with no 
eligibility for the charity 
to reclaim basic rate tax, 
in parallel to the Gift Aid 
system for companies.’

You can fi nd the report at 
tinyurl.com/ots-partner

Export 

Business risk 
and opportunity
Overseas Business Risks 
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 
and intellectual property and 
are available at tinyurl.com/
OBRguide
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. 

Latest updates for China 
include the China Intellectual 
Property Newsletter, which 
highlights the clampdown 
on counterfeit goods and 
patent infringements, a fi scal 
update that highlights the free 
trade zones and how they are 
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Charity tax arrangements

The Charity Commission has issued guidance for trustees 
considering tax arrangements. Charity tax reliefs: guidance 
on Charity Commission policy states that ‘Trustees will...
risk scrutiny and potential investigation by the commission 
if they engage in tax arrangements which exploit tax 
legislation artifi cially.’ The policy paper also states that 
the ‘use of such arrangements is likely to be in breach of 
trustees’ duties and responsibilities to act prudently and in 
the best interest of the charity.’ In addition, the guidance 
contains examples of previous arrangements that have 
been considered to be tax avoidance and in breach of 
trustees’ duties and responsibilities. 

To fi nd out more, visit tinyurl.com/tax-char

expanding, and updates from 
the British embassy. For more 
information visit tinyurl.com/
fco-update
UKTI exporting country 
guides aim to assist 
businesses that are interested 
in developing their overseas 
trade. They contain sections 
that consider start-up, legal, 
and tax and customs issues. 
The latest updates are for 
Iraq, the Czech Republic and 
Afghanistan.

The Czech Republic guide 
highlights that company 
legislation is governed by 
the Czech Civil Code which 
recognises the following types 
of companies:

* joint-stock company

* limited liability company

* general commercial 
partnership

* limited partnership

* co-operatives
It also notes that foreign 

companies may establish 
a branch offi ce in the 
Czech Republic. A branch 
is not a legal entity, but 
must be recorded in the 
Commercial Register. A 
branch is subject to tax 
on the same basis as a 
Czech company.

The guidance can be seen 
at tinyurl.com/export-guides

You can fi nd details of 
regimes and designated 
persons subject to sanctions at 
tinyurl.com/hmt-sanct

Reporting

Public sector
The International Public Sector 
Accounting Standards Board 
has issued International Public 
Sector Accounting Standard 
(IPSAS) 33, First-time Adoption 
of Accrual Basis IPSASs. 
IPSAS 33 grants transition 
exemptions to entities 
adopting the accrual basis 
IPSASs for the fi rst time. 

It has also issued:

* IPSAS 34, Separate 
Financial Statements;

* IPSAS 35, Consolidated 
Financial Statements;

* IPSAS 36, Investments 
in Associates and Joint 
Ventures;

* IPSAS 37, Joint 
Arrangements; and

* IPSAS 38, Disclosure of 
Interests in Other Entities.
These standards will replace 

current requirements in:

* IPSAS 6, Consolidated 
and Separate Financial 
Statements;

* IPSAS 7, Investments in 
Associates; and

* IPSAS 8, Interests in Joint 
Ventures. 
These standards apply 

for annual periods beginning 
on or after 1 January 2017, 
with earlier application 
encouraged. Where 
applied early, it should 
be disclosed that IPSAS 
34, 35, 36, 37 and 38 have 
been adopted. For more 
information visit tinyurl.
com/IPSAS-accounting and 
tinyurl.com/IPSAS-33

UK GAAP
Businesses will need 
to choose which set of 
standards they report under. 
This will impact on tax, 
reported profi ts and, in 
many cases, access to 
fi nance. You can see a 
summary of the choices 
available under UK GAAP for 
periods beginning on or after 
1 January 2015 and 1 January 
2016 at www.accaglobal.
com/advisory 

Law

Auto-enrolment 
enforcement
Letters will continue to be 
sent to all small and micro 
businesses over the next 
few months. This process 
began at the end of January 
and the letters start with the 
warning: ‘ACT NOW: you 
have new legal duties.’ They 
also highlight to the business 
owner that ‘you can nominate 
an additional member of staff, 
or someone such as your 
accountant...if they are helping 
to implement the duties on 
your behalf’.

One of the areas 
highlighted is the need for 
contact arrangements to be 
put in place. The Pensions 
Regulator requires a primary 
contact but also allows for 
a secondary contact. The 
primary contact will be a senior 
person within the business – 
CEO or MD. The secondary 
contact can be an internal 
person, such as the payroll 
manager or accountant, or 
an external person, such as 
a practitioner. 

In its Compliance and 
Enforcement Bulletin the 
Pensions Regulator details 
how many times it has used 
its statutory powers. It also 
has updates from recent 
investigations, along with a 
call to action for small and 
micro-employers. 

The headline fi ndings and 
warnings are as follows: 

* A total of 1,139 compliance 
notices were issued during 
the period. These statutory 
notices give employers a 
deadline within which to 
take certain actions, or risk 
a fi ne or further action from 
the regulator. 

* A total of 166 fi xed penalty 
notices (£400 fi nes) were 
issued in the last three 
months of the year. 

* Experience to date shows 
that employers should 
begin gathering the 
information they need »
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Access to UK and EU grants

You can access details of European Union programmes that 
provide grants to assist in working with other businesses, 
universities and researchers, and of support available from 
UK government, at www.accaglobal.com/advisory

The initiatives include long-term support covering 
concept development through to market launch under 
Horizon 2020, and innovation and skills development via 
structural and investment funds, as well as numerous SME 
B2B research support projects.

to complete their 
declaration of compliance 
well in advance of 
their deadline. 
One area of diffi cultly, and 

one that requires early action 
because of the sheer numbers 
of employers that will auto-
enrol, is the selection of an 
appropriate pension scheme. 
The regulator has links to 
appropriate schemes and 
also an accountant’s guide to 
selecting a pension scheme. 

The short guide explains 
that employers will have to 
select a pension scheme that 
meets the legal requirements, 
and that they should also 
ensure that they select a 
good-quality scheme that 
protects the retirement savings 
of their workers. The regulator 
highlights that the guide 
provides ‘some considerations 
on how you can help your 
clients take actions that are in 
the best interests of both their 
business and their workers’. It 
also contains a list of attributes 
of a good scheme and links 
to employer guidance on 
scheme choice. 

More at www.accaglobal.
com/advisory

Competition law
The Competition and Markets 
Authority produces guidance 
to help business to comply 
with competition law. Avoiding 
cartel infringements: advice for 
company directors highlights 
the important role that non-
executive directors have within 
a business and the questions 
that they should be asking: 

* What are our present 
competition law 
compliance risks? 

* What are the high, medium 
and low risks? 

* What measures are we taking 
to mitigate these risks? 

* When are we next reviewing 
the effectiveness of our risk 
mitigation activities?
You can fi nd further 

guidance on competition law 
at www.accaglobal.com/
advisory

Academies
Schools in receipt of the PE 
and sport premium must 
publish online in April 
information about their use of 
the funding. 

For more information visit 
tinyurl.com/gov-acad

Fit for work
Guidance has been issued 
for employers highlighting 
the tax exemption available 
for medical treatment for 
employees on long-term 
sick leave, as long as this 
follows a prescribed set of 
rules, and highlighting that, 
where an employee allows, 
the employer can receive 
information about the 
employee’s ill health. You can 
see the short guides at tinyurl.
com/gov-fi t

Charities – election 
campaigning
The Offi ce of the Scottish 
Charity Regulator has updated 
earlier guidance ahead of the 
general election. It states that, 
under Scottish charity law, your 
charity can campaign if:

* it is advancing your 
charitable purposes;

* your governing document 
does not prevent the 
activity;

* you are not advancing a 
political party; and

* you can show that you 
are acting in the charity’s 
best interests.
This means that Scottish 

charities can have purposes 
and carry out activities that 
seek to:

* infl uence government, both 
central and local;

* respond to, promote, 
oppose or support 
legislation;

* petition and otherwise 
seek to change public 
policy; and

* support a policy advocated 
by a political party (but not 
the party itself).
The guidance goes on to 

consider the Transparency 
of Lobbying, Non-Party 

Campaigning and Trade 
Union Administration Act 
2014 and highlights that 
if your charity spends (or 
plans to spend) over £10,000 
in Scotland or £20,000 
in England on regulated 
campaign activities, 
then you will need to 
register with the Electoral 
Commission and follow 
their rules.

The guidance can be 
found at tinyurl.com/
oscr-elect

The Electoral Commission 
has also updated guidance 
on the rules for non-
party campaigners at 
the UK parliamentary 
general election and the 
changes introduced by the 
Transparency of Lobbying, 
Non-Party Campaigning and 
Trade Union Administration 
Act 2014. 

For more information visit 
tinyurl.com/ec-camp 

Access to finance 

Alternative finance
ACCA Factsheet 186 has 
been updated and revised. 
Enhancements include the 
provision of details of the 
main providers and signifi cant 
revisions to sections covering 
supply chain fi nance and 
raising fi nance via intangibles. 
You can fi nd the revised 
factsheet at www.accaglobal.
com/advisory

Business rates
Many businesses and charitable 
organisations will see a jump in 
rates bills from 1 April that will 
impact cashfl ow and business 
plans. Some relief is available 
as the transitional relief scheme 
has been extended to March 
2017. This applies to properties 
with a rateable value up to and 
including £50,000. You can fi nd 
example calculations at tinyurl.
com/dclg-bus ■
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The view from
Phil Mullis FCCA, partner at Wilkins Kennedy specialising 
in independent retailers and FMCGs

Most of my clients – independent 
retailers and wholesalers of fast-
moving consumer goods (FMCGs) – are 
UK-based with turnover up to £50m. 
They sell a spectrum of products into the 
UK retail market, such as furniture, white 
goods, cosmetics and lifestyle products.

I help wholesalers in particular to grow 
their businesses via the export market. 
Some FMCG clients target international 
markets. We are seeing real growth in the 
Middle East, particularly for luxury goods.

I focus on understanding clients’ 
problems and working with them to 
deliver solutions. We focus on cashfl ow 
management, property leases, costings 
and getting the product mix right, growth 
strategies and the changing shape of 

retail – for example, the shift from physical 
to virtual shops.

Many clients are small or family-run 
businesses; succession planning is 
important. As they grow, I work with them 
to anticipate the future and ensure they 
have robust succession plans in place. 
Ultimately, they benefi t from gaining the 
most precious commodity of all – time.

I spend 60% of my time directly with 
clients. I’d like to spend more, but there 
are multiple calls on my time. I have eight 
direct reports, and manage our offi ce’s 
training programme and our designated 
professional body training.

The ACCA Qualifi cation is the most 
rigorous qualifi cation I have studied 
for. It has underpinned my career as 
a practising accountant. As a school-
leaver I obtained the AAT qualifi cation 
before taking it further with ACCA. I’ve 
benefi ted from working in both Big Four 
and smaller fi rms.

I obtain my CPD from a variety of 
sources, including Accounting and 
Business, which is extremely useful for 
technical and soft skills updates. As 
my offi ce’s audit and assurance partner, I 
regularly attend in-house CPD updates. I 
engage widely in social media and use it 
to keep abreast of retail developments.

It is really rewarding to help businesses 
and people fulfi l their professional and 
personal aspirations. I get satisfaction 
from building talent in our fi rm. We 
recently received Gold accreditation from 
ACCA, which is a boost to the two ACCA 
trainees currently in the offi ce.

I have twin career highlights so far: 
obtaining my ACCA Qualifi cation 
and being made a partner. But it still 
excites me to work with clients who offer 
great product ranges, strong customer 
service, social responsibility within their 
communities and a willingness to expand 
and invest in people. ■

‘Succession 
planning gives 

small and 
family-run firms 

the most precious 
commodity 

of all – time’

Snapshot: indirect tax

The work involved in indirect 
tax can be fun, challenging and 
fascinating. It’s very international, 
as the rules globally are very similar, 
but you have to be able to spot 
the crucial differences between the 
systems – it’s all in the detail. It’s 
also interesting to work with people 
from all over the world. 

Indirect tax work often requires 
an in-depth knowledge of a 
company – who does what with 
whom, and the products; so you 
really need to get to know the 
business thoroughly. 

Indirect taxes interact with 
a larger number of other taxes 
and processes. Those that can 
be affected include IT systems, 
property, M&A deals, expense 
claims, international travel, internal 
restructuring, movements of people 
or goods, pensions, litigation, and 
the personal assets of high net 
worth individuals. Indirect taxes are 
prolifi c and apply to all industries in 
different ways. 

Global companies often look at 
the amount of indirect taxation they 
have to manage; every transaction 
or physical movement needs 
correct recording, documenting, 
determining. Get it wrong and 
there is a potential exposure, which 
could be incredibly costly. Indirect 
taxes are often an unexpected cost. 

There is a lot of variety, a lot of 
challenge, a lot of interaction, and 
everything is constantly changing 
with case law and new legislation. 

Jo Bello, indirect tax partner at PwC
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If the face fits

Personality profiling dates back 
to antiquity. The ancient Greek 
physician Hippocrates defined 

four ‘humours’ – air, earth, fire and 
water – and argued that the interaction 
between these was what defined 
human temperament.

But the birth of modern personality 
profiling didn’t occur until the 1920s, when 
Swiss psychiatrist Carl Jung identified 
that people have a natural predisposition 
to act in a certain manner. This, he said, 
is based on whether they are extrovert 
or introvert, whether they rely more 
heavily on their intuition or on concrete 
information, and whether they base their 
decisions on empathy or on facts. 

Jung’s thinking has heavily influenced 
the development of personality profiling 

to finance professionals as it does to 
anyone else.

Pros of profiling
‘When used correctly, profiling can 
significantly increase the success of the 
recruitment process,’ says Karen Young, 
director at Hays Accountancy & Finance. 
‘And it can highlight any anomalies that 
can then be explored at interview to 
assess the motivations and cultural fit of 
the candidate.’

Another advocate is Hilary Cooke, 
director of HR consultancy Merlin 
Consultancy.  ‘A profile encourages 
employers to think about what kind of 
person they really want,’ she observes. 
‘This includes the behavioural element 
that may not always be considered 

Personality profiling is widely used by accountancy firms when recruiting and developing 
staff, but is it just a fad or a genuine way to get the best out of finance professionals?

methods over the years. In particular, it 
underpins the widely used Myers-Briggs 
Type Indicator – developed by Katharine 
Cook Briggs and Isabel Briggs Myers – as 
well as the Keirsey Temperament Sorter. 

Today, personality profiling is used 
by organisations of all sizes as a way of 
improving business performance. The 
theory is that employers can help their 
staff to achieve more if they understand 
how they like to work and what they base 
their decisions on. So employers use 
profiling when they are hiring, building 
teams and developing their people.

Profiling also benefits individuals 
because it enables them to better 
understand both themselves and how 
they can interact with others to achieve 
positive results. And this applies as much 
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thoroughly for finance positions, since the 
focus can tend to be on the candidate’s 
technical competencies.’

Bev James, author and CEO of 
The Coaching Academy, uses DISC 
personality profiling (see box) as a means 
of recruiting, managing and motivating 
employees. She likes DISC because it 
is simple to use compared with other 
tools and it produces a personality 
profile report that is 90%-95% accurate. 
She also believes that it has a place in 
finance. ‘Generally, in accountancy, you 
get many people who are reserved and 
risk-averse, prefer detail and like to stay 
in jobs for a long time,’ she explains. She 
adds that while profiling is not about 
‘changing’ accountants to be different, 
it can help them to understand how they 
can make short-term adaptations to their 
style so that they can better relate to 
other functions. It can also help them to 
identify and develop personality traits 
and techniques that they may need to 
be successful in the future. These may 
include selling techniques, the ability to 
build rapport effectively and adaptive 
communication skills, which can be vital to 
both career and business development.  

Profiling in practice
Personality profiling is widely used at 
Grant Thornton. In particular, the firm 
uses profiling to help its people to 
build relationships with others and to 
develop their influencing skills. It has a 
programme called ‘Instinct for Leadership’ 
for would-be directors, and programme 
participants are asked to complete the 
Hogan Personality Inventory at the outset. 
This helps them to identify the roles in 
which they are most likely to thrive and 
any development areas that they need 
to work on. The Hogan Inventory focuses 
on personality traits such as ambition, 

interpersonal sensitivity, prudence and 
sociability. Results of the assessment are 
kept confidential.

The firm also uses the Emotional 
Capital Report system to help its leaders 
develop their emotional intelligence 
skills. This especially applies to partners, 
directors and participants on Grant 
Thornton’s Exceptional Connections 
programme, which focuses on building 
deeper client relationships. It involves the 
individual completing a questionnaire 
and asking colleagues, clients, suppliers 
and family members to complete 
questionnaires too. Results are discussed 
in a group environment and coaching 
strategies are put in place to support 
individuals with development needs. 

Finally, Grant Thornton encourages 
many of its people to apply the 
Insights Discovery model to personality 
assessment. This model uses a four-colour 
wheel to help individuals to gain a better 
understanding of their own behaviour 
and how they can work with others. 
‘Insights is very accessible,’ explains 
Kathy Thompson, talent development 
specialist at Grant Thornton. ‘People can 
understand the concepts quickly and 
work with them quickly. It is used widely in 
one-to-one coaching, and within teams, to 
improve performance and to build deeper 
relationships with colleagues and clients.’

Risks and rewards
On the surface, personality profiling is an 
intriguing concept, but is it really worth 
the investment that businesses make in it? 
The truth is, that while the returns can be 

hard to quantify, that doesn’t mean that 
they are non-existent. ‘We are currently 
exploring what the return on investment 
is,’ notes Thompson. ‘We are having 
conversations with people in the business 
who have been involved in winning 
assignments to see if participating in 
business development programmes has 
been a factor in the win.’

She does, however, note that profiling 
certainly gets the thumbs-up from an 
employee engagement point of view. ‘We 
hear people say: “What do I need to be 
aware of when I have conversations with 
clients so that I can identify where they 
may be on the model and adapt my own 
behaviour?”’ she says. ‘That’s one of the 
instant benefits that I see.’

Besides the risk of potentially pouring 
money down the drain, personality 
profiling also presents ethical issues 
if it is not undertaken in the right way. 
‘It is important that assessments and 
benchmarking are made relevant to the 
specific role to ensure the profiling is 
accurate, and that it is undertaken by 
qualified assessors,’ says Young.

On the whole, however, profiling 
does appear to bring benefits to finance 
teams – in the same way as it does to 
other business functions. ‘What these 
instruments provide is heighted self-
awareness and heightened awareness of 
the actions of others,’ says Thompson. 
‘The organisations that have developed 
them ensure that they are fit for 
purpose.’ ■

Sally Percy, journalist

‘Profiling highlights 
any anomalies 
that can then 

be explored at 
interview to assess 

the motivations 
and cultural fit of 

the candidate’

Spinning the DISC
 
Bev James, author and CEO of The Coaching Academy, has used the DISC 
personality profiling system for over 15 years. DISC is based on the theory that 
there are four core personality groupings: dominant (D); influencing (I); steady (S) 
and compliant (C). 

The style of a D person is mainly outgoing and task-oriented while those with 
an I style tend to be mainly outgoing and people-oriented. S-style people are 
mainly reserved and people-oriented while C-style individuals are mostly reserved 
and task-oriented.

* D-style people are competitive, decisive and like to get results. They are direct 
communicators who prefer to be judged by results rather than methods.

* I-style people tend to be friendly, creative individuals who thrive on recognition 
and are overoptimistic about what can be achieved within a certain timeframe.

* S-style people like to complete one task at a time and see things through to 
completion. They are listeners and team players who desire routine and security.

* C-style people are perfectionists who want to analyse and understand. They 
focus on facts, details and logic, and prefer to have adequate information 
before taking action.
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There are financial returns for businesses which embrace diversity and inclusion, 
but are they making the most of the opportunity? Letitia Davis FCCA reports  

The gender assignment

In a essay for Bloomberg Newsweek 
written last year, Tim Cook, Apple’s 
CEO, announced that he was gay, 
saying: ‘I’ve had the good fortune to 
work at a company that loves creativity 
and innovation, and knows it can 
flourish when you embrace people’s 
differences. Not everyone is so lucky.’ 
In October 2014, the Financial Times 
published a list of the UK’s top 100 
lesbian, gay, bisexual and transgender 
(LGBT) leaders, put together by LGBT 
networking group OUTstanding. Top of 
the list was Burberry CEO Christopher 
Bailey, who, when taking on the role in 
May 2014, became the first openly gay 
person to run a FTSE 100 company. 

Attitudes are changing towards lesbian 
and gay people across the business world 
at all levels. But does it mean being ‘on 
trend’ with social attitudes and enhanced 
PR, or does diversity actually make a 

positive impact on business performance? 
A diverse workforce ensures a wide range 
of expertise and a broad perspective 
that fosters creative thought and isn’t 
constrained by restrictive discriminatory 
boundaries. Fostering an inclusive 
corporate culture that helps organisations 
to deliver high-quality products and 
services to customers and clients in an 
environment that is welcoming, agile and 
innovative can only add value.

While diversity often means different 
things to different people depending 
on the context – gender, age, sexual 
orientation, disability etc – one of 
the least mentioned of the protected 
characteristics in the 2010 Equality 
Act is people who undergo gender 
reassignment, possibly on account of it 
being the smallest group. 

Current estimates are that around 
26,000 people transitioned in the UK by 

the end of 2014 and that the number 
of people presenting for treatment is 
increasing by 20% per year, according 
to the Gender Identity Research and 
Education Society. The OUTstanding top 
100 list also includes Isabella Segal, a 

Terminology

* Transgender is an umbrella term 
that includes all people who 
experience gender dysphoria 
and express this, most often 
through social cross-dressing.   

* Transsexual is the term for 
people who have gender 
dysphoria and wish to go 
through gender transition. As 
such there is an obvious impact 
in the workplace.
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For more information:

www.out-standing.org

www.agender.org.uk

‘The process of 
changing gender 

is one of the most 
challenging things 

a person can 
undertake’

senior partner at chartered accountant 
Nyman Libson Paul, who proceeded with 
her gender transition and started living as 
a woman in 2013. So are conditions also 
changing for people who transition?

Losing status
It is fair to say that we perform best 
when we can be our authentic selves 
without having to act out a role that 
doesn’t come naturally to us. When 
people have to hide an aspect of their 
personality or identity in the workplace, 
they are less effective, more stressed 
and are more likely to leave to seek 
employment in an environment that is 
more welcoming. This is very typically the 
case with transsexual  people who wish to 
undergo gender reassignment. 

However not everyone who wishes to 
transition can do so in their workplace, 
and although there are legal frameworks, 
guidelines and resources to point 
the way, 42% of people who would 
wish to transition feel unable to do so 
for fear of losing their employment 
status, according to a 2007 survey of 
transgender people by the Equalities 

Review and Press for Change. 
The Engendered Penalties study 

also revealed that 33% of respondents 
were in professional occupations, which 
compares with 10.8% in the wider UK 
population. Of those who change 
employer, 49% report being discriminated 
against frequently in recruitment. 

These numbers suggest that a large 
proportion of transsexual men and women 
are well educated and have successful 
careers prior to gender transition, but 
that conditions in recruitment and 
employment make it extremely difficult for 
them during and following their transition. 
This is illogical and denies opportunities 
to people just because of their gender 
and gender history. It also denies 
employers’ access to candidates, the 
majority of whom are well educated and 
experienced and who have demonstrable 
additional attributes that would add value 
in a wide range of circumstances.

Time for change
My final corporate role before embarking 
on gender transition was as international 
finance director for a services group, 
based in Dubai. It would have been 
impossible to have transitioned in that 
environment, so I stepped out of my 
career and returned to the UK to embark 
on gender transition.

This was one of the hardest decisions 
I have had to take. I loved my career and I 
took it as far as I could before I had to turn 
attention to my personal life. Knowing also 
that picking up a career again would be 
fraught with uncertainties, I had to work, 
earn and save as much as possible. 

The process of changing gender is one 
of the most challenging things a person 
can undertake. It is akin to walking off a 
cliff in the darkness to undertake a journey 

of physical and emotional challenges with 
uncertain outcomes. Although externally 
it can appear like an overnight transition, 
in reality the process takes many years. 
The medical transition journey is well 
mapped out, and we know exactly where 
we want to get to, but it is the reactions of 
those around us that we cannot predict, 
although in this respect we are more often 
pleasantly surprised.

Gender reassignment is irrelevant to a 
person’s ability to perform their job, in the 
same way that gender itself is irrelevant. I 
would contend however that a transsexual 
employee is likely to demonstrate 
excellent communication and negotiation 
skills, confidence to make difficult but 
necessary decisions and an ability to look 
at situations from different perspectives, 
including across the gender divide. 

Key attributes to transitioning include 
courage, strength, resilience, patience, 
commitment, maturity, diplomacy and 
respect for difference. They will have 
all of these attributes in abundance. 
Post-transition, they will also be happier, 
more content and have an appetite for 
achievement driven by a desire to make 
up for lost time.

Tone from the top
Misconceptions around gender transition 
are borne out of a lack of awareness, 
often influenced by media stereotypes 
that lead to unconscious bias, such that 
accurate enlightenment is crucial to 
gaining acceptance. Diversity networks 
exist in many large organisations, where 
transgender people can gain confidence 
to discuss their status before formally 
informing their employer. Smaller 
organisations can access external 
transgender support groups and establish 
support policies in their HR frameworks. 

Key to success however is a culture 
of diversity defined from the top as an 
integral element of strategy, with senior 
management as participants and allies, 
and recognition that the values espoused 
in diversity and inclusion principles do 
benefit business with financial returns. 
Much more than viewing diversity 
characteristics as ‘protected’, business can 
embrace them and add real value from a 
range of perspectives. ■

Letitia Davis MBA BA FCCA

Letitia Davis’s last corporate role before her gender 
transition was as international FD for a services group 
with responsibility for EMEA and Asia. She has enjoyed 
a global FD career including expatriate postings in 
the Far and Middle East. She has worked in a diversity 
of business sectors including pharmaceuticals and 
construction, and in her various roles has held financial 

responsibilities for subsidiary businesses in some 50 countries.
Davis is also a master practitioner of neuro-linguistic programming and is 

establishing her consultancy advising companies on managing multicultural 
teams, bridging cultural differences when integrating cross-border mergers and 
acquisitions, and appreciating cultural influences when trading overseas.

63Gender | Practice

03/2015 Accounting and Business

www.out-standing.org
www.agender.org


The view from
Stephen Fitzgerald FCCA, public sector consultant and 
interim manager and chair of ACCA’s public sector panel

I provide consulting and interim 
management support to public sector 
clients. A single-tier local authority is 
responsible for more than 1,000 services, 
from collecting refuse to child protection. 
A senior fi nance manager deals with a 
diversity of issues each day that are crucial 
to the community.

Local government senior managers’ 
hours are long, with political-level 
meetings often held in evenings. You must 
demonstrate personal resilience to keep 
up the pace and ensure your contribution 
is always of the highest quality.
 
I must ensure political leadership 
has the best possible information 
and advice to make fi nancial and 
management decisions. Relationships 

with leading politicians and management 
boards are critical.

I am committed to the long-term 
development of fi nance teams to ensure 
the best service to the customer and 
positive outcomes for staff. I describe 
this as ‘building fi nance for the future’. 
Leading staff to achieve maximum 
performance is an exciting challenge.
 
Setting local authorities’ revenue 
budgets and annual council tax is a 
real challenge. Most local authorities 
are experiencing signifi cant fi nancial 
strain. However, local government 
performance ratings have improved. I 
help organisations prioritise and maximise 
value for money.
 
Political decision-making is fascinating. 
I enjoy working with politicians to help 
them achieve their aspirations for their 
communities. I also like seeing staff 
develop and work together to achieve 
challenging business objectives. 

I would like to see a greater focus 
on best practice in recruitment to 
achieve value for money and equality 
of opportunity. Too often recruitment is 
bumbling, inconsistent and biased. 
 
My advice to others is never have a 
poverty of ambition. Focus on what you 
can do, not on what you can’t – and on the 
future, not the past. Achieving seniority 
is not just based on intelligence and hard 
work, but how you deal with setbacks. 
 
I am particularly proud of having led 
the fi nance function of a large local 
authority over a six-year period. In 
that time the authority was fundamentally 
remodelled and identifi ed as excellent by 
the Audit Commission. 

Since I completed my ACCA exams 
in 2002 I have had more time for family 
life. I enjoy keeping fi t, foreign travel and 
music. My sporting passion is rugby union, 
following England and Wasps. ■

Snapshot: the police

Policing is a public sector success 
story, with improvements in both 
operational cost and outcomes.  
Recorded crime has fallen by more 
than 20% since 2010.  

There has also been a change 
in the structure of accountability, 
with elected police and crime 
commissioners overseeing 
police forces since 2012. But 
the commissioner role is likely 
to be scrapped. In London, the 
mayor holds those powers, as will 
the new elected mayor in Greater 
Manchester. 

With reductions in recorded 
crime and improved operational 
effi ciencies, the government has 
concluded that it can cut funding. 
Every police force will receive 5.1% 
less in cash terms in the 2015–16 
year, compared with 2014–15.

Sir Hugh Orde, president of the 
Association of Chief Police Offi cers, 
says that as a result, it will be hard 
to protect frontline services, as 
34,000 police and staff have already 
been lost since 2010. ‘Her Majesty’s 
Inspectorate of Constabulary has 
found that a small number of forces 
are close to experiencing fi nancial 
diffi culty,’ he added.

£8.19bn Total annual government 
funding of police in England and 
Wales for 2015–16 
3.5% Total funding cut in cash terms
5.1% Core funding cut in cash terms

Source: House of Commons written 
statement by Home Offi ce minister 
Mike Penning, 17 December 2014

‘I would like to see 
a greater focus on 

best practice in 
recruitment. Too 

often recruitment 
is bumbling, 

inconsistent and 
biased’ 
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The whole story
ACCA is partway through a study that will shed some light on an important but little-
investigated aspect of public sector finances: whole of government accounts

There has been a quiet revolution 
in the way governments around the 
world account for themselves. Amid 
intense scrutiny of public finances, 
and a drive for more transparency, the 
need to produce a single bottom-line 
figure for consolidated debt and public 
assets has never been greater. In short, 
governments are trying to work out 
what they owe and what they own.

This process is known as whole of 
government accounts (WGA), and has 
been under development in a number 
of countries, including the UK, Australia, 
New Zealand, Canada and Sweden, for 
two decades. Cash-based or budget-
centric accounts have been reformed, 
with accruals accounting extended to 
cover consolidation. Significant public 
resources have been invested in this 
process, but until now, there has been 
no real investigation into the use and 
usefulness of WGA.

To gain greater understanding of 
how governments are handling the shift 
in accounts, and to match the claims 
against reality, ACCA is partway through 
a study on this important aspect of public 
sector finances.

Gillian Fawcett, ACCA’s head of public 
sector, says: ‘Governments are focusing 
on producing consolidated reports for the 
users they assume will be interested. But 
to date, there has not been any research 
into who really uses the reports and what 
information they actually need. Equally, 
nobody can be sure whether the end-
users of government accounts are able to 
understand and interpret them and are 
therefore able to demand change where 
it is needed.’

Fawcett’s comments go to the very 
heart of the investigation. A great deal 
of time has already been spent on 
looking at how WGA can be used, rather 
than whether they are actually of any 
use. So while governments believe that 
consolidated accounts will be of benefit, 
they have yet to convince potential users, 
including many within government.

For instance, the ACCA study found 
that in Australia the financial markets, 

credit ratings agencies and analysts make 
little use of WGA. But in New Zealand, 
which has a long history of consolidated 
accrual-based WGA, interest is high in the 
current shift from International Financial 
Reporting Standards (IFRS) to International 
Public Sector Accounting Standards 
(IPSAS) for WGA.

In the UK the available literature 
focuses on how WGA can be used, 
rather than on their usefulness. In 
Canada, ACCA found that WGA are 
mainly used for accountability reporting to 
parliament and are not used, or perceived 
as useful, for managerial planning, 
decision-making and control.

It is a subject close to the heart of 
ACCA president Anthony Harbinson. As 
director of Safer Communities for the 
Northern Ireland Department of Justice, 
he is responsible for the resourcing, policy 
and legislative framework for reducing 
offending, as well as policing and 
community safety within Northern Ireland.

He says: ‘My view of WGA is that they 
are pretty labour-intensive for around six 
weeks following the completion of the 
year-end accounts, and while the systems 
are fairly well structured to deliver the 
WGA, they don’t actually produce any 
meaningful information or benefit for 
individual government departments.’

However, Harbinson believes that 
the UK Treasury finds WGA helpful for 
strategic decision-making and it is at that 
macro-economic level that they come into 
their own. But he adds: ‘I have no idea 
who uses them outside of government 
other than a few academics who specialise 
in some very specific areas of research.’ ■

Philip Smith, journalist

For more information:

Read Whole of government 
accounts: who is using them? at 

www.accaglobal.com/ab/159
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It has been a busy first year 
for Adrian Marsh as chief 
financial officer of packaging 
group DS Smith. The former 
head of tax at Tesco has had 
to significantly build up the 
DS Smith finance function 
as well as finance a fast-
growth agenda at the FTSE 
250 business. 

Since 2010 it has ballooned 
from a fairly small Anglo-
French consumer goods 
packaging company with a 
share price of 100 pence to 
a fast-growing group with a 
£2.7bn market capitalisation.

In its latest six-monthly 
results to October 2014, DS 
Smith reported that its pretax 
profits had leapt 45% to 
£123m on revenue of £1.97bn. 
Although revenue was down 
slightly, the share price rose 
more than 4% following 
the announcement in early 
December. At the time of 
writing, the share price was up 
1.44% to 309 pence.

Marsh’s first-year 
contribution to the company’s 
successful set of results can 
be found in the group’s strong 
cash position, with £159m on 
the balance sheet at the end 
of October, up from £116m six 

months earlier. He has also cut 
net debt by £133m to £694m.

CEO Miles Roberts noted 
his CFO’s efforts in his results 
statement in December: 
‘We have continued to make 
good progress. This has 
translated into strong financial 

performance, 
with a particularly 
good progression 
on margins and 
returns as well as 
excellent cashflow 
generation.’

DS Smith, whose 
clients include fast-
moving consumer 
goods companies 
such as Nestlé, 
Unilever and Reckitt 
Benckiser, has been 
on the M&A trail 
since 2010 (see 

box). Its recent purchase of 
Spanish corrugated-board 
producer Andopack last 
October gave it a direct 
market position in Spain, 
which allows it to continue to 
grow and leverage its scale. 
And this is Marsh’s primary 
focus for the year ahead.

First, Europe…
‘We want to create a business 
that can genuinely compete 
globally. It starts with Europe 
and we need to consolidate 
that first. There’s a big M&A 
and growth agenda for the 
next year or so,’ he explains.

In order to grow, Marsh has 
to make sure the company is 
generating cash to invest as 
well as return to shareholders. 
‘My burning priority is putting 
in place the capability for 

growth. We have to show 
how we can grow fast again,’ 
he says. He is on course to 
achieve his goals if the latest 
results are anything to go by. 

Marsh has also shown how 
seamlessly finance executives 
can move between industries 
and positions, and not just 
prosper but also make a huge 
impact. Despite moving from 
being head of tax at a fast-
moving, high-margin FTSE 100 
supermarket like Tesco to the 
finance head of a low-margin  
FTSE 250 manufacturing 
company, Marsh has 
embraced the change.

He says that in finance 
you have the benefit of being 
‘industry agnostic’, although 
it is, of course, critical that 
you’re interested in the sector, 
which he very much is. 

Adrian Marsh, CFO of packaging business DS Smith, explains some of the challenges 
that are facing his industry and how the business is primed for growth

Boxing clever

‘My burning 
priority is putting 

in place the 
capability for 

growth. We have 
to show how 
we can grow 

fast again’ 
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Tie-ups and buy-ups

2010
€1.6bn (£1.2bn) tie-up with Sweden’s SCA Group’s packaging operations brings together 
the second and third-largest packaging businesses in Europe’s €30bn market for cardboard 
packaging. DS Smith’s aim is to position itself as Europe’s leading supplier of recycled 
packaging for consumer goods.

July 2014
The company acquires the 50% of recycling business Italmaceri that it didn’t already own. 
Italmaceri operates in northern Italy, with annual volumes of around 500,000 tonnes.

September 2014
Kaplast, an injection-moulding business in Croatia, is acquired to expand the returnable 
transit packaging element of DS Smith’s plastics business.

November 2014
DS Smith purchases Andopack, a corrugated board manufacturer in Spain, for £35m. The 
business operates from a site with substantial opportunity to grow the business by serving 
pan-European customers based in the region.

December 2014
DS Smith (via Kaplamin Ambalaj, in which it has a minority interest) signs exclusive letter of 
intent to buy Cukurova’s majority shareholding in Kaplamin Ambalaj and other packaging 
assets in Turkey and Greece. The businesses have an annual turnover of around €160m. 
Discussions are at a preliminary stage and any acquisition remains subject to due diligence. 

‘It’s a very interesting 
industry. It’s more than I could 
have imagined. For me it 
had the level of complexity 
needed and it’s growing and 
there is a growth agenda. 
There’s a lot of change.

‘I know from a competence 
level that there will be nothing 
that I can’t do, but the change 
to CFO level is very significant 
– things like how to interact 
with the board, shareholders, 
investors and communicating 
financial news. At Tesco, I was 
dealing with more money 
but it was part of a finance 
structure already in place.’

He adds that ‘in low-
margin manufacturing, 
finance can do a lot’ – as he is 
currently demonstrating.

Marsh puts some of his 
successes down to his ACCA 
Qualification. ‘ACCA was 
invaluable in giving me a firm 
foundation in all aspects of 
finance and being a member 
was extremely important in 
my early career, giving me 
the confidence to move into 
different finance roles.’

In the past, packaging was 
as much about selling the 
paper as it was about creating 
the package, which is why 
some European packaging 
companies like Mardi and 
Smurfit Kappa still have 
‘struggling’ mills attached 
to them. 

Recycled retail-ready
But today, fast-growing 
consumer goods companies – 
the main clients of packaging 
companies – are driving 
the change in the industry 
because they want to cut costs 
and complexity, and drive 
out waste from their supply 
chain. Recycled retail-ready 
packaging is where the future 
lies, Marsh says.

He adds: ‘Historically, boxes 
were sold by weight. But now 
we try to work with companies 
to use packaging to reduce 
environmental footprint 
and enhance sales in stores.’

For this reason, DS Smith 
has a recycling business that 
collects used paper and 
corrugated cardboard, which 

its paper manufacturing 
facilities turn into corrugated 
packaging. It is also why the 
announcement in December 
of the completion of the 
company’s design and 
manufacture division – which 
develops certain types of 
plastic packaging tailored to 
clients’ needs – is so vital to 
future growth and success.

Although DS Smith has its 
sights set on Turkey, North  
Africa and the Middle East for 

future growth, Europe is the 
company’s most important 
market. Talk of a possible UK 
departure from the European 
Union understandably makes 
him nervous.

‘Yes, we want to remain in 
the EU. The EU offers the UK 
economies of scale, ability to 
transfer knowledge and so on. 
It’s the only way the UK can 
compete on a global stage. 
Exiting the EU would be the 
worst possible outcome for 
the UK to pursue.’

He argues that the negative 
impact that a UK exit from the 
EU would have on DS Smith’s 
outlook would be ‘the same 
for a lot of companies. It’s a 
very political agenda. But from 
a business agenda, Europe is 
very important to us.’

With industry forecasts 
putting growth in the 
European cardboard sector 
at just 1% a year up to 2016, 
and with uncertainty around 
a growing number of political 
and economic developments, 
DS Smith is nonetheless 
looking to widen its client 
offering and build up its 
cash pile. 

But with Marsh’s strict 
financial discipline, savvy 
finance-raising skills and 
cautious debt outlook, the 
company has in place a strong 
top team to weather the 
economic headwinds. ■

Michelle Perry, journalist

Marsh has three tips for finance 
professionals: ‘When I was taking this 
job, the best advice I was given was 
to be absolutely certain that I would 
get on with the CEO and the board. 
If you don’t, then it’ll be a difficult job 
and you’ll be ineffective.

‘My second tip is you only ever have one reputation 
and once it’s lost it’s irrecoverable. Be careful what you 
stand for. It’s the only thing you can never recover.

‘And finally, coaching has been a great help to me. 
The transition to becoming a group CFO is not just about 
the professional, it’s about the personal as well. It’s a bit 
of a cliché but the past year has been a whole personal 
development journey for me.’

Tips
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Kríž takes charge
Corporate reporting, EU audit reform and public finance are the top three priorities for 
Petr Kríž FCCA, the new president of the Federation of European Accountants

In another sign that the 
economic and social divisions 
wrought by Europe’s 
ideological division between 
1945 and 1989 continue 
to ease, Czech accountant 
Petr Kríž FCCA will serve as 
president of the Federation 

▼ Intercontinental 
qualification
‘No reason why qualified 
accountants from Europe 
couldn’t work in the US, 
and vice versa’

of European Accountants 
(FEE) for the next two years. 

It is the first time in the 
history of this professional 
organisation that its president 
comes from a former Warsaw 
Pact country. At the same 
time Kríž is, and will remain, 

a partner with PwC Czech 
Republic.

‘I expect to dedicate 
about two-thirds of my work 
time to the president’s role 
and I will still keep a selected 
number of clients and some 
responsibilities within the PwC 

organisation for CEE [central 
and eastern Europe] for the 
next two years,’ he explains 
from his Prague office.

During his term of office, 
Kríž would like Europe’s 
accounting federation to focus 
on three main priorities, which 
emerged as a result of FEE 
board discussions over the 
past few months. 

Corporate reporting
The first is the area of 
corporate reporting. ‘It is 
not only financial reporting,’ 
he says. ‘There is currently a 
lively discussion about how to 
make sure that the information 
provided by companies and 
corporations provides a 3D 
picture of their activities. The 
role of their historical financial 
statements is diminishing in 
current economy.’

Non-financial information 
– corporate governance, 
research and development, 
impact on the environment 
where the organisation 
operates, and some strategic 
outlook – is important here. 
‘All these things should be 
somehow packed together 
and provided in a useful form 
for investors but also for other 
stakeholders,’ he says.

Audit
The second major area is 
auditing and assurance. The 
28 member states of the 
European Union (EU) need 
to implement the bloc’s audit 
reform – the EU regulatory 
framework on statutory audit – 
that was approved in Brussels 
last year. The EU states need 
to implement the reform by 
summer 2016, which means 
that most of the legislative 
decisions and drafting needs 
to be done this year.

ˇ

ˇ
ˇ

ˇ

ˇ
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Petr Kríž FCCA, 52, has been actively 
involved in the Federation of European 
Accountants (FEE – Fédération des 
Experts-comptables Européens) since 
1995 and became its president in 
December 2014. He is also a member 
of the Chamber of Auditors of the 
Czech Republic and served as its president from 2001 to 
2004. Except at the start of his career, he has worked for 
PwC, joining its Prague office in 1991, and becoming partner 
in 2003 and soon after its financial services department lead. 

One of the first three ACCA members in central 
and eastern Europe, Kríž started studying for his ACCA 
Qualification in what was then Czechoslovakia in 1991 
while working for PwC. ‘Managements now understand 
the value that this professional qualification provides,’ he 
says. He says he enjoys being part of the ACCA family as 
it provides him with insight into the accounting profession 
throughout Europe as well as on other continents.

The reform gives member 
states a significant amount of 
leeway to select the best way 
of implementing its principles, 
which means, notes Kríž, that 
rules between EU countries 
could end up diverging 
significantly. The FEE is 
looking for a more uniform 
EU market for audit services: 
‘That’s why we are now trying 
in the federation to encourage 
member states to at least look 
at provisions that could have 
cross-border effects and try to 
align them,’ he says.

The reform, though, is 
substantial. ‘That’s a big 
change for the profession…
audit has become significantly 
regulated,’ he says, stressing 
how it affects audits of public 
interest entities such as banks, 
insurance companies and 
listed corporations.

One big question for 
him is whether smaller 
companies really do need a 
full audit. ‘We could provide 
some assurance about their 
financial statements but not 
the full audit based on the 
international standards on 
auditing because it’s quite 
demanding and probably 
not all small companies really 
need such a big assurance,’ 
he says.

Indeed, there are 
suggestions that small 
companies below a certain 
size threshold should not be 
required to audit. Kríž says 
he does not think it is right 
that mid-sized and bigger 

companies would be subject 
to statutory audit while 
slightly smaller companies 
would not. ‘I’m definitely 
not speaking about auditing 
micro-companies, but small 
companies can be relatively 
big for the Czech economy 
and it would make sense 
to have review,’ he says. He 
cites Denmark – currently 
experimenting with so-called 
‘extended review’, which 
provides some assurance 
rather than a solid audit – as 
an example. 

‘I think for small companies 
the cost benefit works much 
better when it’s a lighter touch 
than the full audit needed for 
listed companies for example.’ 

As for small companies, 
he thinks it should be up to 
each member state to decide 
whether they require an audit 
or review. ‘There should be a 
public debate about what is 
the best solution,’ he says.

Kríž says that some parts 
of the reform are likely 
to be more effective and 
efficient than others: ‘I’m 
quite supportive of the idea 
that all the services the 
auditor is providing to the 
audited company should be 
pre-approved by the audit 
committee because the 
audit committees of large 
corporations should really be 
guardians looking into the 
logic of the services provided 
by the auditor.’ 

On the other hand, he 
points out that there are a lot 

of services where 
the auditor has a 
unique position and 
can provide value 
for money to the 
audited company. 
‘There are clearly 
services that are not 
compatible with the 
auditor’s mandate 
and these need to 
be prohibited,’ he 
says. ‘And part of 
the prohibition list 
is clearly focused in 
that direction.’

That said, he thinks the 
reform package does not focus 
squarely enough on audit 
quality. ‘The question is, what 
are the audit quality indicators 
and how do we distinguish 
that this audit or that auditor 
is providing quality work while 
another one isn’t so much? 
Audit quality is the key and it 
will also help audit committees 
to select the right auditors who 
will allow not only corporations 
but also the public to 
distinguish between the good 
and the bad.’

Public finance
His third strategic priority is 
public finance. ‘This is really 
looking at the public sector 
side,’ he says. ‘It starts from 
tax collection and continues 
into public sector accounting 
and clear transparency in 
spending. I think it’s a win-
win situation. On the one 
hand there will be more 
transparency on taxation – 
the inflow of money – and 
on the other there should 
also be more transparency on 
public spending.’

A portable profession
Meanwhile, looking at the 
efforts of the EU and the US to 
strike a comprehensive trade 
deal in the Transatlantic Trade 

‘We are now trying 
to encourage 

member states 
to at least look at 

provisions that 
could have cross-

border effects and 
try to align them’

and Investment Partnership 
(TTIP) talks, Kríž does not 
see any reason why qualified 
accountants from Europe 
could not work in the US and 
vice versa. He points out that 
a lot of CFOs and accountants 
are already moving between 
the continents. 

‘If companies are 
interested in employing them, 
there should always be the 
opportunity to do so,’ he 
says. ‘I really don’t think it 
would significantly affect the 
accounting profession because 
outside the statutory audit the 
current situation is not that bad 
in the accounting profession 
and the new changes we 
currently see in both corporate 
reporting and auditing will 
help a bit but it wouldn’t be a 
qualitative change.’ 

As for auditors, it is about 
being properly licensed, 
although he believes some 
exams could be mutually 
recognised. But for American 
accountants wanting to work 
as auditors in Europe, there 
needs to be clear and formal 
recognition of qualifications 
‘because auditing is really 
based on national or European 
standards’. ■

Martina Mareckova, journalist 
based in Prague

ˇ

ˇ

ˇ

ˇ

ˇ

ˇ

ˇ
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Congratulations!
The new ACCA members listed here achieved membership in the fi rst quarter of 
2015 and can now all proudly display the ACCA letters after their name

Stephen Andrew Atkinson
Gurpreet Atwal
Daljinder Aujla
Karthiha Aumpiragash
Christopher Avraam
Tomisin Awe
Fatma Aydin
Naveen Babu
Malgorzata Backun-Szwalbe
Anupamah Bahadoor
Lloyd Bailey
Charlotte Balcombe
Salimatou Baldeh
Sally-Ann Balment
Lansana Bangura
Elaine Barnard
Matthew Barnes
Margi Barot
Beverley Barrett
Adam Barter
Sajid Bashir
Qasim Bata
Rosalind Bates
Angela Battaglia
Emma Baxter
Claire Jacqueline Beattie
Marther Helen M Bebbington
Ceri-Anne Beecham
Clarizia Berinyuy
Caroline Berry
Dapinder Bhara
Dean Biagi
Sabrina Venessa Bin Ali
Kelly Bird
Jocelyn Birrell
Lee Bishop
Lucy Blake
David Blogg
Anastasia Bogacheva
Greg Alexander Boone
Janet Bowden
Matthew Brady
Emma Brockhurst
Benjamin Matthew Brookes
Kerry Ann Brown
Anthony Browne
Cheryl Buchanan
Smita Budhathoki
Eltijon Bulku
Bobby Bunn

Jennifer Burton
Steven Burton
Sarah Bussey
Michael Craig Butler
Mark Bystron
Jack Callow
Samantha Campbell
Xinxin Cao
James Carlin
Serpil Cetin
Chi Ho Chan
Hui Min Chan
Satwinder Chandla
Chaudhary Ahmed Niaz
Liping Chen
Satinder Chima
Leayan Choi
Farzana Choudhury
Alex Clarke
William Clifton
Abiodun Olatunbosun Usman 

Coker
Keeley Coldwell
Nicole Coleman
Cherie Colreavey
Stuart Comber
Josh Conlon
Christian Cooil
Patricia Cook
Claire Cooper
Mark Cornwell
Marion Courtney
Debbie Cousins
Thomas Charles Craven
Danielle Crawford
Dominic Crawford
Louise Cringle
Jacqueline Ann Crouch
Kan Cui
Jitka Cupalova
Karina Curtis
Alison Cuthill
Nathalie Daniel
Heather Davenport
Catrin Wyn Davies
Dylan Davies
Rachel Davies
Rosemarie Dawson
Nick Day
Philippa Deacon

Nicola Dean
Margaret Clare Deane
William Dee
Harriet Delbridge
James Hugh Dempster
Anita Desai
Mohamed Desouky
Rhajan Singh Deu
Jasmin Dhillon
Mamadou Diallo
Kelly Diggle
Antje Dilger
Gavin Dixon
Hannah Dixon
James Arthur Dolton
Rony Ben Dominic
Katie Elizabeth Donaldson
Lisa Doyle
John Leslie Duffy
Bradley Dunn
Heather Dunn
James Dunn
Joanna Dunne
Jana Duratna
Renata Dziambor
Juliette Marie Edwards
Natalija Edwards
Efosa Efi annayi
Joanne Ellis
David Emery
Katie Emley
Thomas Englander
Rebecca Ernstzen
Nosakhare Faith Esan
Catherine Evans
Dorian Evans
Megan Evans
Sophie Evans
Babalola Fakolujo
Fatima Jamal
Kevin Festorazzi
Stephen Derek Field
Leanne Flanagan
Katherine Flood
Duncan Folkes
Tracey Fooks
Emma Ford
Kevin David Forde
Sarah Fraser
James Funnell »

Imran Abbasi
Siobhan Abbott
Imran Abrahim
Greta Abromaviciene
Roksana Achilova
Mark Adderley
Michelle Addy
Adewumi Rosemary 

Adedinsewo
Yetunde Asmau Adesiyan
Temitope A Adeyemi
Adil Jamal
Mustafa Agha
Ogochukwu Agu
Bertha Agyakwa
Iftikhar Ahmad
Farzana Ahmed
Maruf Ahmed
Seyed Kashif Ahmed
Lesley Aitken
Wole Olajide Ajiboye
Tahmina Jahan Akhand
Kazi Farhana Akhter
Sebastian Akillian
Temitayo Akinsanya
Abi Akisanya
Raneisha Aksoy
Fatema Al Jalahma
Tamara Al-Sheikhly
Shafi ul Alam
Imran Aleem
William Allan
Martyn Allard
Lynsey Allison
Efua Gyebua Ampah
Anas Owais Azam 

Siddiqui
Lesley Anderson
Giles W M Andrews
Sarah Anstey
Gustav Appiagyei
Clement Apuri
Kiran Arif
Heather Arnold
Akwasi Emmanuel Asare
Rahul Ashar
Vicki Ashton
Rebecca Ashworth
Andrew Asplin
Thomas Athersych
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Renata Lubomira Humphrey
Shohib Hussain
Daniel Hutchins
Imran Ashraf
Victoria Mary Inman
Ip Cingee
Md Shahidul Islam
Yaqubul Islam
Petia Ivanova
Emma Louise Ivory
Christopher James
Emma James
Sadia Jamil-Shahzad
Meena Jaswal
Matthew Javanshir
Robert Jeffrey
Adebukola A A Jelenke
Mark Jewsbury
Yi Ting Jia
Kerily Joakit
Leesha Jogia
Sukhnandanpal Johal
Lee Johns
Gary Johnson
Laura Johnson
Stephen Johnson
Clare Johnston
Naomi Johnston
Darragh Jones
Emma Jones
Emma Jordan
Paula Jordan
Adanma Nkechinyere Joseph-

Anyaegbu
Barbara Judge
Preet Kalia
Tetyana Kanyeva
Chloe Keeley
Aron Keet
Marcell Kelemen
Krista Kemp
Eleanor Kennedy
Emma Kennedy
Rachael Kent
Grishma Khachar
Faisal Khalid
Enamul Khan
Rajesh Khanna
Sheena Khetani
Ranjeev Khosla
Gary King
Varsha King
Thomas Kirkham
Lauren Knowles
William Knowles
Olena Konarieva-Davison
Oluwasegun David Konu
Galyna Kovalyk
Beata Kujawska

Gnaneshwari Kumar
Kwabena Opoku-Baah
Andrew L’Estrange
Adrienne Lake
Marc Lake
Satweer Lall
Ho Yin Lam
Amy Lamont
Daniela Lanakova
Carissa Langford
Shaney Langhorn
Daniel Langston
Richard Stephen Laszlo
Mustafa Latif
Martin Kwok Wah Lau
Nicholas Lau
Vivian Lau
Caroline Le Filoux
Gavin Le Page
Morag Leacock
Olga Evgenievna Lebedeva
Stewart Lee
Agnieszka Levy
Xin Li
Su Ying Lim
Maywan Liu
James Lloyd
Samantha Lofty
Busani Lusinga
Jennifer Lyons
Viktoriia Lytvyn
Alexa Macdonald
Patama Mack
Jessica Mackay
Vishal Kumar Madan
James Magee
Sivaharen Mahendran
Sikandar Mahmood
Aamir Majid
Abdul Majid
Shima Maka
Gurpreet Singh Manak
Emilia Mannarino-Hubble
Veronique Manning
Diya Manocha
Thai Mao
Vanda Marenghi
Victoria Marrable
Tetiana Marshall
Gregory Martin
Jade Alexandra Martin
Patrick Masereje
Nilesh Mashru
Lisa Maskey
Lucie Matejicna
Richard McBride
Daniel Mccarthy
Daniel McDonnell
Elizabeth Rose McGeachie

Miranda McGinn
James McGinness
Michelle McGregor
Lorna McIntyre
Kirsty Jayne McKenna
Katherine Mclachlan
Neil Lawrence McMullen
Jim Mcskimming
Sarah Mctaggart
Susan Meadows
Aarti Mehta
Eugeniu Melnic
Barbara Ann Metcalfe
Andrew Marc Miles
Alistair Milne
Katy Milner
Astrid Marie Mitchison
Alexander Moffatt
Hinah Mohammad
Mohammad Asad Nadeem
Abbas Mohammed
Zafar Mohammed
Vishal Anand Mohun
Vicky Molyneux
Corin Moodie
Emma Morgan
Martyn Morris
Nathan Morris
David Morrison
Dawn Louise Morrison
Verity Morrison-Jones
Chana Moses
Asad Mubeen
Muhaimin Hussain
Muhammad Arslan Zafar
Muhammad Mujahid
Muhammad Waseem
Muhammad Zubair Khan
Ruvimbo Murewa
Diana Lindsey Murrie
Mussab
Susan Vimbai Mutede
Myo Myat Lin
Nabeel Anjum
Nafi s Ahmed
Mohammed Naheem
Prashanthi Nallathamby
Nan Nan Oo
Heena Narbheram
Jatin Ramesh Narotam
Jenna Jayne Nash
Nishma Nathwani
Muhammad Nauman
Christopher Neild
Chi Ng
Yee Ki Ng
Lan Thi Nguyen
Monika Nicholson
Zhonglu Niu

Ranjan Gadhok
Azma Gaibee-Riasat
Michelle Gale
Kate Gandee
Daniel Gardner
Neal Gardner
Jessica Gascoigne
Colin Gay
Andrew Germaine
Sonia Ghumman
Katherine Gibson
Malgorzata Giles
Angela Jane Gill
Gian Gill
Henry Girgis
Deborah Olutunu Giwa
Halima Goga
Christine Ann Golder
Prashantsen Gonpot
Seerin Gorji
Dominic Graham
Laura Gray
Sarah Greaves
Nicola Frances Green
Sarah Green
Edward Gregory
Emma Griffi ths
Sahil Gudhka
Fozia Gull
Fang Guo
Mohammed Hafeez
Hafi z Muhammad Abid
Jonathon Hair
Eloise Hammond
Hamza Khan
Peter Hancox
Victoria Suzanne Hardwick
Izabela Anna Hardyn
Aisling Evelyn Mary Harris
Martin Harrison
Syed Hassan
Jack Hayes
Sandra Hayes
Amy Hedges
Jamie Henderson
Sara Henshall
Gayani Hettige
Lynn Hiles
Hannah Hill
Stephen Anthony Hill
Mark Hinder
Darren Hobbs
Lucy Hogg
Andrew Mark Holding
Shaz Horaib
Anthony How
Katy Hoyle
Lucy Hudson
Nicholas Hudson
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Thusitha Ramachandran
Hilda Ranatunga
Joseph Randall
Asami Tsunoda Rankine
Mark Rawlins
James Reece
Alistair Reid
Pablo Rengifo De La Sota
Mudassar Riaz
Sarah Richardson
Tarnia Richardson
Daniel Riches
Anukram Rijal
Linzi Riley
Belmira Fernandes 

Rodrigues
James Howard Rogers
Ingrid Rogerson
Haley Rowell
Wayne David Rowell
Victoria Sian Rudham
Kelly Anne Ruff
Rebecca Rust
Saad Ali
Anna Sadza
Salim Javed
Pavla Samuel
Philip Sanderson
Trevor Liam Sanderson
Ranjit Sandhu
Sarah Prasanthini Sara
Muhammad Saqib Sarwar 

Anjum
Michelle Jacqueline Searies
Natasha Cherelle Sehgal
Ameet Shah
Anand Shah
Kalpa Shah
Maya Shah
Ravi Shah
Shreena Shah
Avais Sharif
Muhammad Tayyab Sharif
Nikesh Sharma
Pranita Sharma
Liam Sharp
Shazna Begum
Robin Shek Gah Kay
Shen Wei
Aneta Sheridan
Kabindra Shrestha
Tarisai Paula Shumba
Asraf Jaman Siddique
Jacob Silver
Oliver Simonds
Gurbir Singh
Gurmel Singh
Harpreet Singh
Rachel Singh

Bobby Gurprit Singh Birad
Christopher John Skuse
Stephen Slocombe
Desiree Claudia Smith
Jade Smith
Stephanie Smith
Suzanna Smith
William Smith
Oluwakemi Sodeke
Aman Sohal
Prasanthi Soma
Robert Alan Soper
Christopher Neil Spurway
Michael Squires
Adam John Staniforth
Rowan Stedman
Miriam Stroud
Sasika Subenthiran
Anastasia Sukhoverkhova
Thushitha Suthakaran
Michael Sutherland
Tania Sutton
Heather Marie Swan
Vicki Ann Swift
Kiri Sydenham
Raza Shahid Syed
Dane Symonds
Karen Szotek
Luke Taborn
Tasnova Tamanna
William Tamlyn
Alla Tanasova
Katie Taylor
Nina Tchuenbou Njindou
Selam K Teclebrhan
Elaine Tennent
Pinal Thakkar
Baljinder Singh Thandi
Thapa Prabina
Surendra Prasad Thapaliya
Rachel Karen Thomas
Ashley Robina Thomson
Josephine Thorpe
Jitendrakumar Timbadiya
Michelle Timms
Tint Tint Aung
Alexandra  Georgina Tompkins
Louise Troubridge
Jake Troughear
Paul Turner
Richard Turnidge
Magdalena Tyrka
Kim Tyrrell
James Tythcott
Israr Ullah
Oliver Underwood
Vijay Vadgama
Nishul Vadia
Jeet Prakash Vaghela

Riteshkumar V Valambhia
Odette Van Niekerk
Cornelis Christiaan van 

Tonder
Mallika Vara
Victoria Varley
Ali Walji
Caroline Sarah Walker
Richard Walker
Lucy Walsh
Hui Wan
Xuan Wang
Yingjie Wang
Abi Waqas
Amy Ward
Christopher Ward
Jamie Ward
Jennifer Wassell
Verna Weller
Mark West
Benjamin Westerman
Joanna Whalley
Rachel Wheate
Lucy Whitby
Francesca Whitfi eld
Sarah Whitley
Lucy Whittington
Liam Whittleston
Ria Wildeboer
Robyn Wilkinson
Anna Willens
Anneka Williams
Stephen Williams
Jane Wilson
Deborah Winstone
Angela Claire Wisky
Elizabeth Wojtkowska-

Wright
Samantha Wolstenholme
May Wong
Kara Wood
Mark Wood
Vanessa Woodcock
Dominic Woodward
Donna Marie Woodward
Elizabeth Worthington-

Williams
Jack Wright
Jamie Wright
Yan Ying
Yang Yang
Xinjing Yao
Lee-Ona Young
Yu Ziying
Zeeshan Muzammil Hayat
Lei Zhang
Ningning Zhang
Ting Zhang
Xing Zhang ■

Steven Nixon
Linzi Nolan
Claire Noon
Nora Obeng Tuudah
Okechukwu Donald 

Onwudiwe
Olabisi Olumide Opanuga
Helen Orrin
Cyrus Osei Assibey
Steven Outen
Nicholas Onyango Oyugi
Steven Ozanne
Ilkay Ozcan
Haroon Paderwala
Rebecca Paillin
Izabela Pajak
Petros Palamidas
Rupinder Pandya
Ying Pang
Kaliroi Papaargjiri Miska
Tamar Papiashvili
Matthew Parkes
Anneka Parmar
Bital Patel
Chetan Rasikbhai Patel
Fuzeil Patel
Hinal Patel
Krina Patel
Priyal Patel
Sachin Patel
Samip Patel
Sejal Patel
Sheikha Patel
Shila Patel
Umesh Patel
Andrew Paterson
Mariya Pavlova
Rachel Payek
Michael Peacock
Thomas Pennifold
Mark Pennington
Yoann Peschard
Michael Phillips
Phyu Phyu Thwe
Christopher Plummer
Arun Pone
Geta Nicoleta Popa
Mihaela Portase
John Post
Scott Prince
Richmond Kostka Quaye
Marta Quigg
Stephen Quinn
Qurat Ul Ain
Seema Jayendrakumar Radia
Sukhdeep Kaur Rai
Chaitanya Arvind Rajan
Bhumika Rajani
Kajendran Rajendra
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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

Dress for professional 
success
12 March, Leeds
In this event organised by the 
Yorkshire Women’s Network, 
learn how to build your 
confi dence, feel good and 
make a positive impression 
in job interviews and other 
meetings by paying attention 
to your attire. 

Spring update for 
accountants
19-21 March, Birmingham 
The spring update provides 
a relaxed environment 
in which to update your 
skills and benefi t from the 
experience of your peers 
and our expert speakers. To 
gain the maximum benefi t 
from the range of sessions, 
mix and match between 
business and fi nance, taxation 
and law, and professional 
development.  

Budget breakfast
19 March, London
The event begins with a buffet 
breakfast at 8am, followed by 
a discussion led by a panel 

of tax experts from ACCA’s 
Global Forum for Taxation, 
who will analyse the key 
issues arising from the budget 
and debate their impact. 
Attendees will receive an 
information pack containing 
budget papers and press 
releases.

Exploring culture 
outside the ‘petri dish’
15 April, London 
Cultural failure is considered 
the root cause of many 
organisations’ crises, whether 
in fi nancial services, NHS, 
the oil industry or retail. 
Speakers from Protiviti, PwC, 
the Institute of Business 
Ethics and Barclays will share 
their views on how internal 
auditors should approach the 
auditing of culture.

Be the best you can be
20 April, Wakefi eld 
This Yorkshire Women’s 
Network event will help you 
build your confi dence, feel 
and look good and make 
that positive fi rst impression 
when you are going for 
promotion or starting a 
new job.  

Isle of Man

Dealing with HMRC 
(know your rights)
22 April, Isle of Man 
This event will give attendees 
an understanding of HMRC’s 
enquiry and information 
powers, what it can and cannot 
obtain, and the taxpayer’s 
rights and obligations. It will 
also provide an update on the 
latest developments in anti-
avoidance legislation.
 
Wales

Talking toolbox 
masterclass
16 April, Cardiff
Attend this event to gain the 
tools to increase your impact 

when speaking in public. This 
will include how to structure 
and deliver your talk, with 
tips on using humour, handling 
the microphone and curbing 
any nerves.

Trading with emerging 
economies
21 April, Swansea
Balancing the risk of attractive, 
yet volatile, export markets to 
achieve successful business 
outcomes can be precarious 
but highly benefi cial. Attend 
this event for expert advice 
on developing business 
opportunities in markets with 
emerging economies, and 
insight on raising fi nance and 
trade insurance in a volatile 
fi nancial environment. ■

England

Lunch with polar explorer Craig Mathieson
6 March, Leeds
15 May, Sheffi eld
Craig Mathieson is a polar explorer and VAT specialist. He 
amazed ACCA members when speaking in Scotland last 
year, and we are delighted that he is travelling south of the 
border. Mathieson will describe his exploits in the Arctic 
tundra and his recent adventures on the polar ice caps, 
and draw on his experiences from the corporate world of 
business and fi nance.

For more information:
 

www.accaglobal/uk/events
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Budget breakfast – joint event with BDO
19 March, Glasgow
A panel of experts from BDO will bring you the latest news 
and views on the chancellor’s budget speech.

Scotland

www.accaglobal.com/uk/events


www.accacareers.com
http://po.st/strategy


www.accacareers.com


www.moneyfactsgroup.co.uk


For more information:

Sustainability and business: the next ten years:  
www.accaglobal.com/ab/163

 Environmental awareness
Study finds business impact of a decline in natural resources is top concern for students

Deterioration of natural 
resources, a global 
population explosion and 
financial market instability 
will be the main impacts 
on the global business 
environment in the next 
10 years, our future 
members believe.

ACCA students see the 
next 10 years as being an era 
of change – they know that, 
as finance professionals, they 
will have to provide businesses 
with more decision-making 
insight than now – such as 
forecasting and reporting on 
what might happen in the 
future – rather than recording 
what has happened. But 
they are attuned to this need 
and that bodes well for the 
future – one respondent said: 
‘It is only natural that the 

accountant should be most 
qualified to quantify the costs 
of environmental negligence 
and sustainability, and report 
these to other officers.’

ACCA surveyed more 
than 4,500 ACCA students, 
asking their opinions, as 
finance professionals of the 
future, about how global 

macro sustainability trends 
will impact businesses and 
the role of accountants in 
countering these pressures 
and challenges. 

A massive 81% of 
respondents said the main 
impact on business by 
2024 would be a decline in 
natural resources; 70% said 
an increasing population 
would be impactful, with 
this seen as more prominent 
among respondents in Africa, 
south Asia and western 
Europe (73%, 72% and 70% 
respectively). 

Instability in the financial 
markets was a major concern 
for 67% of respondents, with 
more prominence placed 
on this in the Caribbean 
and Africa at 80% and 72% 
respectively. ■
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In search of special skills 
The nomination process for 2015 ACCA Council elections is now open. Members are 
invited to put themselves forward as candidates by 17 June

Nominations are invited for 
any ACCA members wishing 
to stand for election to the 
Council at the 2015 AGM. 
Council is the governing 
body of ACCA and has a 
pivotal role in ACCA affairs. 

It has a wide-ranging remit 
that includes:

* ensuring that ACCA 
operates in the public 
interest and delivers the 
objectives stated in its 
royal charter

* setting the direction of 
ACCA through regular 
approval of ACCA strategy

* ensuring that governance 
structures are aligned in 
order to deliver strategy

* engaging with members to 
promote strategic direction

* acting on behalf of all 
members and on behalf 
of future generations of 
members (today’s students)

* providing an objective 
environment for the 
executive team to explore 
new ideas or challenges.

Council and the executive 
team collaborate to devise 
ACCA’s strategy, which is then 
approved by the Council. 
Delivery of strategy is the 
responsibility of the executive 
team, with governance of the 
process and performance 
management provided by 
Council.

Whatever their 
geographical or sectoral 
bases, Council members do 
not represent particular areas 
or particular functions; they are 
elected by the membership as 
a whole.

Candidates in the Council 
elections come from all parts 
of the world, from every 
sector of the profession, and 
represent a wide range of 
senior positions. Long-term 
or technical experience is 
valuable, but so is an ability 
to participate in strategic 
decision-making. Council 
experience as such is not 
necessary. However, an 
understanding of good 

For more information:

Go to www.accaglobal.com/ab/164, or email secretariat@
accaglobal.com quoting ‘Council elections’ in the subject line

governance is essential, and 
personal and professional 
integrity must be of the 
highest standard.

ACCA expects members to 
bring the following skills and 
attributes to Council:

* an ability to take a strategic 
and analytical approach 
and see the big picture

* an understanding of the 
business and the market

* communication and 
networking skills

* an ability to interact with 
peers and respect the views 
of others

* decision-making abilities

* an ability to act in an 
ambassadorial role in many 
different environments

* planning and time 
management

* a willingness to learn and 
develop.

Anyone wishing to stand 
must be nominated by at 
least 10 other members of 
good standing. 

Candidates should 
supply a head-and-shoulders 
photograph and an election 
statement of up to 500 words. 
Candidates are also required 
to sign declarations of their 
willingness to comply with, 
and be bound by, the code of 
practice for Council members.

Candidates will have 
the opportunity to produce 
a video in support of their 
election statements. The 
videos will be posted on the 
ACCA website, together with 
the written statements and 
photographs. 

The closing date for  
the submission of nominations  
to the secretary is 17 June 
2015. ■
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Capacity for Kabul 
Agreement between ACCA and Afghanistan Ministry of Finance is 
the latest step in building up accountancy profession in the region

ACCA and the Afghanistan 
Ministry of Finance have 
signed an agreement to 
develop the accountancy 
profession in Afghanistan.

The memorandum of 
understanding (MoU) will 
see the Afghan government 
and ACCA set up an 
infrastructure for the long-term 
development of the finance 
profession in the country. 

The agreement sets out 
the objectives for building 
accountancy capacity in 
Afghanistan, with ACCA 
providing expert advice 
and guidance on a broad 
range of areas, such as the 
establishment of a national 
professional accounting 
organisation, qualification 
development, professional 
regulation and member issues.

‘ACCA is honoured and 
delighted to sign this MoU,’ 
said ACCA’s executive director 
– markets, Stephen Heathcote. 

Inside ACCA

81 News Environment 
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for ACCA students
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79 Diary
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29 President Bye-bye 
boilerplate

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

‘We share the same aims of 
working in the public interest, 
advocating the value of the 
accountancy profession 
to broader society and in 
economic development.

‘ACCA has an excellent 
knowledge of capacity building 

in emerging economies, and 
works with NGOs, regulators, 
governments and learning 
providers around the world 
to develop the profession in 
countries where there is a need 
for professionally qualified and 
regulated accountants.’ 

Rollout of CBT qualification moves online learning forward 

ACCA and Pearson VUE have teamed up to introduce computer-based testing (CBT) across 
ACCA’s Fundamentals Skills Level (F5-F9) exams.

The F5-F9 exams will begin their transition to CBT towards the end of 2016, with students 
initially having the choice of taking CBT or paper exams. ACCA has agreed with learning 
providers and employers that any changes introduced across the ACCA Qualification will be 
phased, ensuring that both they and students have time to adapt to the changes.

Pearson VUE has global experience in delivering CBT, making it an ideal partner for 
ACCA to provide secure and robust CBT for the Qualification’s exams. 

The agreement not only reflects ACCA’s commitment to leading innovation in 
professional education but also enables ACCA to customise its computer-based exams to 
ensure they retain their rigour. 

For example, the F5-F9 exams will continue to feature the longer questions in exams that 
test students’ ability to apply their knowledge. For these longer question types, the marking 
will continue to be carried out by human experts.

Helen Brand, chief executive of ACCA, said: ‘ACCA first introduced CBT for the 
Fundamental Knowledge exams in 1998, and this agreement with Pearson VUE represents 
the next stage in ACCA’s transition, ensuring the ACCA Qualification remains relevant to 
today’s business environment.’

For more information, go to www.accaglobal.com/ab/162

▲ Infrastructure initiation 
Stephen Heathcote with Naim Sadat, treasury program 
coordinator at the Afghanistan Ministry of Finance
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CPD
Get verifiable CPD units by 
reading technical articles

The magazine for fi nance professionals
ABUK Accounting and Business

Think AheadThink Ahead

Risk is opportunity 
New types of corporate risk prove lucrative for larger fi rms

Switching track 
Guidance for boards on addressing cultural change

Learning from the little guy Big business buys in innovation
IAB networks survey Professional services’ regulatory challenge

Man from Atlantis Conor Lawler of the luxury Dubai resort
CPD State of lease accounting after 2013 exposure draft

UK 03/2015

Defl ation nations
Are falling prices a good or a bad
thing for business?

Gender-specifi c
Supporting transgender staff can bring 
benefi ts to the business
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