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A break from Brexit 

Every news bulletin at the 
moment seems to be running 
a Brexit-related story. At 
Accounting and Business we 
would like to offer a safe 

haven from all the noise, so in this month’s issue you’ll fi nd 
only light coverage of the in/out debate. 

In his column on page 24, Robert Bruce looks at where 
the UK was, economically speaking, at the time of the last EU 
referendum in 1975, and we have a short news piece on page 10 
of our news roundup and in the technical update on page 53. We 
will otherwise let the debate rage on and return to the topic in 
our June edition for coverage of a purely practical nature of what 
Brexit would mean for your business or your clients.

Speaking of safe havens, this month we take a look at the safe 
harbour agreement between the US and EU on data protection 
and how the European Commission is progressing with its 
interim, and arguably superior, ‘privacy shield’ deal.

AB was going to press as the Budget was announced, so we 
have covered only the headline points this month – see our May 
edition for more detail, or you can fi nd ACCA’s newsletter and 

guides at bit.ly/ACCABudget16. Meanwhile, we provide a recap 
of the levels of fi scal autonomy that Wales, Northern Ireland 
and Scotland are variously seeking in their push for further tax 
devolution – turn to page 56.

Following the Budget theme of some belt-tightening, many 
billionaires had a disastrously bad year in 2015, with 11% of the 
super-rich losing half their wealth in the 12 months to June 2015. 
We look at the lessons the average investor can learn from the 
ultra-wealthy’s misfortunes. See page 20.

Our big interview this month features one of the youngest 
FDs in the UK, Vicky Westbrook of snack business Metcalfe’s 
Skinny. See how she’s the whole package on page 12.

Finally, the deadline for nominations to Council is 15 June, 
so ACCA is encouraging members to put themselves forward. 
The benefi ts to ACCA and to members of sitting on Council are 
explained by ACCA president Alexandra Chin in her column on 
page 27. And, on page 80, ACCA chief executive Helen Brand 
provides an update on what ACCA has been doing to improve 
the member offering and highlights some key services.

Jo Malvern, editor, joanna.malvern@accaglobal.com
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Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available in 
six different versions: China, Ireland, 
International, Malaysia, Singapore 
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There are different ways to read AB. 
Find out more at
www.accaglobal.com/ab

Also from ACCA

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

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

Student Accountant
Access the magazine for 
ACCA Qualifi cation and 
Foundation-level students at 
www.accaglobal.com/
studentaccountant

Member benefits
To learn more about the 
benefits of ACCA membership, 
visit www.accaglobal.com/
memberbenefi ts 

ACCA Careers
Search thousands of vacancies and 
sign up for customised job alerts at 
our jobs site www.accacareers.com/
uk

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 178,000 
members and 455,000 students 
throughout their careers, providing 
services through a network of 95 
offi ces and active centres. 
www.accaglobal.com 

Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
www.accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to www.accaglobal.com/ab

Webinars
On a raft of topical issues
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▲ A dear do
Hollywood studios are 
estimated to spend a 
combined US$100m-
US$500m a year on 
campaigning for their 
films to win Oscars on 
cinema’s biggest night

▲ Meltdown
EDF’s decision to 
build an £18bn nuclear 
plant at Hinkley Point 
persuaded its FD 
Thomas Piquemal, 
fearful of the financial 
consequences, to quit

► Richest list 
With 100 dollar 
billionaires compared 
with New York’s 95, 
Beijing has become 
the world’s super-rich 
capital, according to 
wealth tracker Hurun

► Tartan tussle?
Fashion brand 
Burberry is preparing 
to contest any 
potential takeover 
bid after a mystery 
investor built up a 5% 
stake in the company
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▼ Wheels go west 
Aston Martin is to start 
work on a new plant in St 
Athan in Glamorgan next 
year to make its new 
‘crossover’ vehicle, the 
DBX, with production 
starting in 2020

▼ Treasure hunt
Millions have been 
raised to help salvage 
$2bn of gold coins  
from Titanic’s sister  
ship RMS Republic, 
which sank off  
Nantucket in 1909

▼ Biggest draws
Nine out of 10 of the 
UK’s most popular 
visitor attractions in 
2015 were in London, 
with the British Museum 
topping the list for the 
ninth year running

7

04/2016 Accounting and Business

Pictures | News

UK_Newsinpix.indd   7 16/03/2016   12:38



News roundup
This edition’s stories and infographics from around the globe, as well as a look at the 
latest developments and issues affecting fi nance professionals

Indirect taxes ramp up
Governments’ use of indirect 
taxes has ‘escalated’ as they 
struggle to overcome the 
loss of direct tax revenues, 
according to EY’s Indirect tax 
in 2015 report. More than 160 
countries now levy VAT or a 
sales tax, including for the 
fi rst time one US jurisdiction. 
China, India and the Gulf 
Cooperation Council countries 
have all announced major 
changes to their systems of 
direct taxation. EY said that 
the combination of greater 
use of indirect taxes and the 
digitisation of commerce 
means that businesses need 
to consider their responses 
and the challenges to their 
business models. 

Thompson top taxman
Jon Thompson has been 
appointed the new chief 
executive and fi rst permanent 
secretary of HMRC, replacing 
Lin Homer, who has retired. 
Thompson moves over from 
the Ministry of Defence, where 
he was permanent secretary. 
He is a previous head of 

the Government Finance 
Profession. Edward Troup 
becomes executive chair 
of HMRC, having been its 
second permanent secretary. 
Chas Roy-Chowdhury, head 
of taxation at ACCA, said: ‘It 
looks like HMRC has taken a 
two-headed approach to how 
it’s being run now, with Troup 
running the tax side of things 
and Thompson running the 
business side of things.’

FTSE 100 paying less tax
FTSE 100 companies are 
reducing their tax bills, 
calculates UHY Hacker Young. 
Their average effective tax 
rate last year fell to 22.6%, 
down from 30.1% fi ve years 
ago. The lowest rate was in 
the pharmaceutical sector, 
at 13.1%, and the highest 
(37%) was in oil and gas and 
resources. Cuts in corporation 
tax rates along with maximised 
use of tax allowances account 
for the average reduction. 
‘Last year’s cut in corporation 
tax rates has fuelled the 
downward spiral, and this 
looks set to continue given 

that further decreases are 
planned in the next few years,’ 
said Clive Gawthorpe, a UHY 
Hacker Young partner.

Digi tax accounts doubt
Andrew Tyrie, chair of the 
House of Commons Treasury 
Select Committee, has 
expressed concerns about 
plans for the introduction for 
digital tax accounts. In a letter 
to David Gauke, fi nancial 
secretary to the Treasury, he 
warned: ‘The requirement for 
all businesses to maintain a 
digital tax account needs to 
be tempered by provisions for 
those for whom this would be 
an unreasonable burden. Nor 
should an ambitious timetable 
be imposed at the expense of 
greater clarity for the millions 
of businesses these changes 
will affect.’ See also ‘Making 
tax digital’ on page 52.

Tax advice ‘too costly’
Tax advisers can charge up 
to £1,000 an hour, according 
to the infl uential Centre 
for Policy Studies (CPS) in 
its report A new, simple, 

revenue-neutral tax code for 
business. Charges in the UK 
are higher than in almost all 
other jurisdictions globally, 
‘with the possible exception of 
the US’, said CPS. The report 
criticises the complexity of 
the UK’s tax system, pointing 
out that the word count in 
Tolley’s tax handbooks has 
doubled over the past seven 
years to about 10 million. The 
report argues that tax code 
complexity creates costs and 
uncertainty for businesses, and 
encourages tax avoidance. 

PAC blasts Google deal
Lack of transparency makes it 
impossible to judge whether 
Google’s £130m tax settlement 
is fair, but the amount ‘seems 
disproportionately small when 
compared with the size of 
Google’s business in the UK’, 
the House of Commons Public 
Accounts Committee (PAC) 
has said. The committee’s 
MPs said the settlement 
reinforced their concerns that 
tax rules ‘do not produce a fair 
outcome’ from multinational 
businesses. ‘Whether you call 
it secrecy or confi dentiality, 
this lack of transparency does 
nothing to build confi dence 
that big corporations are 
paying their fair share of tax,’ 
said PAC chair Meg Hillier.

FB concedes on UK tax
Facebook is to change 
its accounting practices, 
allocating revenues and tax 
liabilities to the territories in 
which profi ts are earned. Large 
customers in the UK previously 
billed by Facebook Ireland will 
now be invoiced by Facebook 
UK. Facebook announced: 
‘In light of changes to tax 
law in the UK, we felt this 

Osborne’s ‘quiet’ Budget

Chancellor George Osborne kept bad news 
to a minimum in the 2016 Budget, given 
the looming EU referendum, although Chas 
Roy-Chowdhury, ACCA head of taxation, 
said it was unclear where the money would 
come from. ‘The chancellor expects to raise 
£12bn from tax avoidance and evasion, 
which will be a stretch given the lack of 
extra resources for HMRC. The Autumn 
Statement could become Budget number 
two.’ There was welcome news for business 
in a rates review and proposed 17% 
corporation tax rate by 2020. See also 
bit.ly/ACCABudget16.
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change would provide 
transparency to Facebook’s 
operations in the UK.’ 

Reporting by country
The UK is backing country-
by-country reporting by 
multinationals, specifying 
where they generate profi ts 
and pay taxes. ‘We believe 
that country-by-country 
reporting will improve 
transparency and help identify 
risks for tax avoidance – 
that’s why we’re formally 
committing to it,’ said fi nancial 
secretary to the Treasury 
David Gauke. ‘Reporting 
high-level information 
using a standardised format 
across all jurisdictions will 
ensure consistency, give tax 
authorities the information 
they need, and minimise the 
additional administration 
burden on business.’ The 
OECD has produced a 
template for country-by-
country reporting, supported 
by 44 nations.

LLP reporting aligned
Financial reporting 
requirements for limited 

liability partnerships are to 
be aligned with those of 
companies during the summer 
of this year, the Department 
for Business, Innovation and 
Skills has announced. A lesser 
reporting requirement will 
also be introduced for micro-
entities. LLPs will be allowed 
to use abridged reporting 
layouts for profi t and loss 
accounts and balance sheets. 
Consultation by BIS last year 
found substantial support 
for changes to the reporting 
requirements for LLPs.

CFOs lose confidence
Expectations of corporate 
reporting have risen over 
recent years, yet the 
confi dence of CFOs in its 
effectiveness has dropped, 
according to EY’s report Are 
you prepared for corporate 
reporting’s perfect storm? 
CFOs believe that regulators’ 
demands for information are 
diverging from the needs of 
other stakeholders, such as 
investors. Meanwhile, the 
fi nance function is expected 
to achieve more through 
reporting without getting the 

resources to achieve this. EY 
said: ‘Advanced technologies, 
data analytics and a new skills 
mix are critical for meeting 
demands, but signifi cant 
challenges stand in the way.’

Druckman stands down 
Paul Druckman is to stand 
down this year as chief 
executive of the International 
Integrated Reporting Council. 
‘Without Paul, IR would not be 
where it is today,’ said Mervyn 
King, chairman of the IIRC. ‘He 
is a force of nature, and has 
driven the IIRC with passion, 
energy and intelligence for 
almost fi ve years.’

Hoogervorst stays at IASB
Hans Hoogervorst, 
International Accounting 
Standards Board (IASB) 
chairman, has been elected 
for a second fi ve-year term 
from 1 July. Ian Mackintosh 
has decided not to seek a 
second term as vice chairman 
and will step down on 30 June. 
Michel Prada, chairman of the 
IFRS Foundation Trustees, 
said both had provided 
strong leadership while 

overseeing progress towards 
global adoption of IFRS. ’I 
am delighted that Hans will 
serve a second term, and wish 
him success in addressing the 
future challenges confronted 
by the IASB,’ Prada said.

Mazars’ profits up 10%
Mazars’ turnover in the UK 
rose by 14% and its profi ts 
by 10%, it has reported. Fee 
income in the year ending 
August was £150m, while 
profi ts were £28.8m. The fi rm 
said most of the increase 
was through organic growth, 
although it did acquire 
CompetitionRX, a compliance 
advisory and trustee service 
provider, during the year. Audit 
and actuarial grew by 14% 
in the year to £59.6m, while 
advisory increased by 25% to 
£42.9m. Tax revenues rose by 
16%, to £28.1m.

Baker Tilly revenue rises
Baker Tilly International has 
reported a 7% rise in global 
revenues to US$3.8bn in the 
year to June 2015. Growth was 
strongest in Latin America, 
where revenue was up »  

Find out more about Conor Lawler’s 
fi ve-star role in the hospitality sector 
at bit.ly/ACCABigInterview 

Conor Lawler got a taste for the hospitality 
sector as a young boy, helping out in his 
parents’ pub in County Carlow, Ireland. 

After running a restaurant business in his home 
country, Lawler took his career international, working in 
Belgrade and Baku before landing his role in Dubai. 

Home for now is Atlantis The Palm in Dubai, alongside 
3,300 staff, not to mention the dolphins and sea lions.

Take one
Overseeing 170 staff at one of Dubai’s most iconic resorts, Conor Lawler ACCA is living his 
dream of working in hospitality, as senior vice president, fi nance, at Atlantis The Palm in Dubai
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16%, and Asia Pacifi c, where 
it rose 13%. But total revenue 
was largest in North America, 
at US$1.6bn, and EMEA, at 
US$1.3bn. Audit was the main 
service line, with revenues of 
US$1.4bn, rising by 2%. The 
next biggest were consultancy 
(US$1bn, up by 17%), taxation 
(US$943m, up by 7%) and 
accountancy (US$468m, up by 
3%). The fi gures were boosted 
by mergers during the year.

KPMG goes cognitive
KPMG is to apply IBM’s 
Watson cognitive computing 
technology as part of its 
auditing service. ‘The cognitive 
era has arrived,’ said Lynne 
Doughtie, KPMG US chairman 
and CEO. ‘KPMG’s use of IBM 
Watson technology will help 
advance our team’s ability to 
analyse and act on the core 

fi nancial and operational data 
so central to the health of 
organisations and the capital 
markets.’ The technology 
improves collaboration 
between humans and systems, 
offering assistance to auditors 
in analysing unstructured data.

Partners dropped
KPMG UK is ‘accelerating the 
retirement of approximately 
50 partners’ this year, it 
has announced. Changes 
have been made in several 
leadership positions. Michelle 
Quest takes over as UK head 
of tax, pensions and legal 
services, replacing Karen 
Briggs, who now leads KPMG’s 
UK solutions practice. Andrew 
Coles is the new head of the 
fi rm’s pensions practice in the 
UK. Adrian Stone becomes 
head of audit, succeeding 

Tony Cates, who now leads 
the international markets and 
government practice. Sue 
Kershaw becomes head of its 
infrastructure programme and 
project management. 

Data scientists wanted
PwC is to recruit 1,000 data 
scientists over the next two 
years to add to the 500 
already engaged in the fi rm’s 
international deals business. 
PwC said the expansion was in 
response to client demand for 
more data when making M&A 
and divestment decisions. ‘The 
combination of technology 
and strategy will be key to how 
the deal landscape evolves in 
the next 10 years,’ said John 
Dwyer, PwC’s global head of 
deals. More than 100 of the 
new recruits will be located in 
the UK.

Top LGBT accountants
Claire Harvey, KPMG’s head 
of inclusive leadership, 
is number two in the 
Telegraph’s top 50 of ‘Out 
at Work’ lesbian, gay, 
bisexual and transgender 
business leaders. Vincent 
François, the managing 
director and regional chief 
audit executive of Société 
Générale, is number fi ve. 
Others in the top 50 include: 
Andy Woodfi eld, PwC’s 
head of international aid 
development consulting; 
Alison McFadyen, Standard 
Chartered’s group head 
of internal audit; Mark 
Gossington, a PwC fi nancial 
services partner; Tim Jarman, 
EY’s assistant director for 
diversity and inclusiveness; Lee 
Cartwright, managing partner 
of Mazars in Birmingham; 
and Deloitte’s Emily Sendall, 
organisational design 
consultant, and Matt Batham, 
a partner. 

Improve audit faster
The International Forum of 
Independent Audit Regulators 
(IFIAR) has told audit fi rms to 
accelerate the pace of audit 
quality improvements. It said 
inspections by its member 
bodies showed ‘persistent 
levels of defi ciencies in public 
company audits’. IFIAR has 
agreed an improvement 
programme with the six largest 
audit networks – the Big Four, 
plus BDO and Grant Thornton 
– to achieve a measurable 
improvement by 2019. In 43% 
of inspections, audits of listed 
public interest entities had at 
least one inspection fi nding.

Weak governance 
Charities need to strengthen 
their fi nance functions and 
governance structures, 
according to a report from 
ACCA and Responsible 
Finance. The report, State 
of the non-profi t fi nance 
function, warns that charities’ 
engagement of fundraising 
agencies using aggressive 

EU passions plotted

A YouGov study of 80,552 adults has 
mapped the levels of euroscepticism 
in 188 areas of Britain, measured by 
net support for leaving or remaining 
in the EU. It found euroscepticism 
partly correlates to lower income, 
although it also has strongholds in 
the shires. Apart from Scotland, parts 
of Wales and London, many europhile 
areas are university towns with lower 
median ages – Liverpool, Manchester, 
York and Bristol. Support for remaining in 
the EU is almost always concentrated in 

■ Top 10 eurosceptic
■ Relatively eurosceptic
■ Mixed (leaning eurosceptic)
■ Mixed (close to median)
■ Mixed (leaning europhile)
■ Relatively europhile
■ Top 10 europhile

EU passions plotted

A YouGov study of 80,552 adults has 
mapped the levels of euroscepticism 
in 188 areas of Britain, measured by 
net support for leaving or remaining 
in the EU. It found euroscepticism 
partly correlates to lower income, 
although it also has strongholds in 
the shires. Apart from Scotland, parts 
of Wales and London, many europhile 
areas are university towns with lower 
median ages – Liverpool, Manchester, 
York and Bristol. Support for remaining in 
the EU is almost always concentrated in 

■ Top 10 eurosceptic
■ Relatively eurosceptic
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■ Relatively europhile
■ Top 10 europhile

geographically smaller, urban areas.

London
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fundraising tactics has 
exhausted public patience 
with the sector. ACCA chief 
executive Helen Brand said 
that charities need to learn 
from the commercial sector. 
While the social mission of 
charities remains paramount, 
‘good fi nancial management 
enables not-for-profi t 
organisations to carry out 
their missions effi ciently, and 
achieve value for money’, she 
pointed out. 

Big data ‘to drive growth’
Big data analytics and the 
‘internet of things’ (IoT) 
will drive much of the UK’s 
economic growth in the next 
fi ve years, according to the 
report The value of big data 
and the internet of things to 
the UK economy by the Centre 
for Economics and Business 
Research and software 
supplier SAS. The combined 
impact of big data and IoT 
will generate around £322bn 
in growth by 2020 – around 
twice the combined budgets 
for education, the NHS and 
defence. Their use will also 
create about 182,000 jobs in 
the period, said the report.

BEPS extension
The OECD’s Base Erosion and 
Profi t Shifting (BEPS) project is 
to be offered to ‘all interested 
countries and jurisdictions’ to 
adopt, as part of the global 
crackdown on tax avoidance 
and evasion. Countries outside 
the G20 and OECD that join 
will become BEPS associates, 
involved in BEPS standard-
setting and monitoring. The 
OECD said BEPS has led to 
revenue losses of US$100bn 
to US$240bn a year, or 4% 
to 10% of corporate tax 
revenues. Developing nations 
are particularly damaged by 
corporate manipulation of tax 
loopholes, it said.

Executives cyber-targeted
More than 12,000 businesses 
around the world have been 
the targets of executive email 

scams since October 2013, 
according to the US-based 
Internet Crime Complaint 
Center. Criminals obtained 
US$2bn by hacking into 
corporate email systems 
and impersonating senior 
executives. In one instance, 
reported by the Financial 
Times, an email from a senior 
executive to a subordinate 
instructed him to obtain 
fund verifi cation from a 
KPMG partner. While the 
partner was real enough, the 
email was fake and provided 
false contact details. The 
company lost US$17m as 
a result of the fraudulently 
inspired electronic money 
transfer to an offshore 
bank account. 

Consulting grows fast
The UK’s consulting sector 
grew by 8.2% last year to 
£6.79bn, Source Global 
Research reports. Big Four 
fi rms outperformed the rest of 
the sector, with revenues rising 
11.5% to £2.55bn. Technology 
consulting is the biggest 
service line, at £2.69bn, and 
fi nancial services the second 
biggest, with revenues rising 
last year by 14.3% to £2.2bn. 
The fastest-growing service 
line was risk and regulatory 
consulting, which rose by 
11.7% last year to £507m. 
Cybersecurity is also growing 
fast, with revenues increasing 
by 40% for some fi rms.

Auto-enrolment support
A new provider has been set 
up to help small fi rms deal 
with pensions auto-enrolment. 
Pension Solution was 
launched by the not-for-profi t 
Pensions and Lifetime Savings 
Association at the end of last 
year and promises to provide 
impartial support. Pension 
Solution provides step-by-
step guidance, an impartial 
guide to pension providers 
and templates, and other 
resources for implementation 
of auto enrolment. ACCA 
members can take advantage 

of a half-day training course 
in auto-enrolment and save 
50% in joining Pension 
Solution if they quote the 
code ACCAPS8.

Gender gaps revealed
Large employers will have 
to reveal their gender pay 
gap under plans published 
by the government. All 
employers with more than 
250 staff will have to publish 
the information on their 
websites. The government 
will draw up league tables 
that show which sectors have 
the biggest pay differences. 
The 8,000 largest employers 
will also be required to publish 
the number of men and 
women in each range of pay. 
Bonuses will be included in 
the fi gures.

Top CFOs favour shared services

Findings from IBM’s Global C-suite Study, which surveyed 
over 5,000 C-suite executives, including 643 CFOs, 
reveal that leading CFOs (IBM calls them ‘performance 
accelerators’) play a bigger role in strategy development 
than other CFOs. They are also actively engaged in 
assessing the commercial and operational implications 
of new trends and technologies, and are highly skilled at 
integrating and analysing data.

They have established centres of analytics excellence 
to capture and concentrate internal expertise, and 
transferred transactional activities to shared services 
organisations, thereby realising economies of scale.

Kids Co criticism
The government’s internal 
auditors have been criticised 
for failing to spot problems 
at the Kids Company charity. 
Kids Company collapsed 
last August, having received 
£42m in government funds 
since 1996. At a Treasury 
Select Committee hearing its 
chairman, Andrew Tyrie, said 
the Government Internal Audit 
Agency (GIAA) had failed to 
scrutinise the allocations of 
public funds by the Cabinet 
Offi ce that were outside the 
‘normal process of decision-
making’. GIAA chief executive 
Jon Whitfi eld told the 
committee he had not felt an 
investigation was necessary. ■

Compiled by Paul Gosling, 
journalist

Implemented a centre
of excellence for

analytics

Shifted transactional 
activities to a shared 
services organisation

■ Performance accelerators          ■ Other CFOs

Core policy: performance accelerators take a more 
centralised approach to managing the fi nance function

368% more 112% more

89% 89%
19% 42%

368% more 112% more

89% 89%
19% 42%
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Top of the pops
As one of the youngest FDs in the UK, Vicky Westbrook ACCA, FD of popcorn company 
Metcalfe’s Skinny, relishes the hard work and the business’s huge growth potential

the demographic perfectly. After joining the company in 2014, 
she was promoted to finance director last year at the age of 28.

A languages graduate (she speaks fluent French and 
German), Westbrook’s interest in finance was sparked during an 
internship at Gü, an entrepreneurial pudding company founded 
in 2003. ‘My career wasn’t planned,’ she says. ‘I graduated the 
year of the financial crash and wasn’t sure what I wanted to do, so 
I looked at various industries and thought the food sector would 
be interesting. Then I got the internship at Gü and just found 
that finance suited me.’

She started studying for the ACCA Qualification while she 
was at Gü. ‘I chose it because of the breadth of the Qualification 
and because it’s internationally recognised. There are more 

opportunities for working abroad, 
which I’d like to do at some stage.’

Pitching in
Westbrook was the only trainee at 
Gü at the time and working for a 
fast-growing company was helpful, 
she says, because she was expected 
to pitch in with many different roles. 
But she is also ambitious, and after 
three years she moved on to Unilever 
to finish her training, working in 
financial planning and analysis (FP&A) 
and brand finance. 

‘A big company isn’t really me,’ 
she says, ‘and I knew that before I 
went there, but I wanted big-company 
experience to see what best practice 
looked like. And it was great.’ »

Popcorn is unexpectedly fascinating. Did you know, for 
instance, that people have been eating it for at least 
500 years? Or that early Native Americans believed that 

a spirit lived inside each kernel of popcorn and when it was 
heated, the spirit grew angry and burst out of its home? Or 
of the four most common types of corn – sweet, field (dent), 
flint and popcorn – only popcorn will pop? It is a gluten-free, 
low-fat snack, which is – at least until you smother it in sugar 
and butter – low in calories.

It is also economical to make, which is why the mighty 
popcorn has also been credited with almost single-handedly 
saving the cinema sector – a tub of cinema popcorn has a 
markup of around 1,275%. It is hardly surprising, then, that the 
on-the-go, bagged popcorn market has been flooded with new 
entrants in recent years. 

According to research by Mintel, sales of popcorn in the UK 
reached £129m in 2015, and 7% of snack products sold in the UK 
during the same year were popcorn products, compared with 3% 
in 2010. A third of Britons, and 49% of those aged between 16 
and 34, have eaten popcorn products in the past year. Popcorn 
is big business: 42 different popcorn brands currently compete 
for our business in the UK, but just five companies account for 
95% of that market – Tyrells, Walkers, Butterkist, Propercorn and 
Metcalfe’s Skinny.

Metcalfe’s Food Company, which until last year consisted of 
Metcalfe’s Skinny and Itsu Grocery, was set up in 2009 by Julian 
Metcalfe, the co-founder of the sandwich chain Pret a Manger. 
The private company’s growth has 
been phenomenal. Turnover increased 
from £300,000 in 2010 to £13m in 
the most recent financial year (with 
Metcalfe’s Skinny accounting for about 
two-thirds of the total). On 1 June last 
year, the brands were decoupled and 
Metcalfe’s Skinny was demerged as a 
distinct company. 

The brands are now run as separate 
businesses from the same office near 
Westminster in London (its products 
are manufactured by third-party 
suppliers in the UK and Italy). It is a 
small but energetic outfit, characterised 
by quirky furniture and the youth of 
its employees. The average age of its 
team is late 20s and Metcalfe’s Skinny’s 
finance director, Vicky Westbrook, fits 

‘I have to respond 
to what the 

business needs, 
which means cash 
if we’re looking to 
bring a marketing 

campaign 
forward’

Basics

35,981,816
The number of bags of Metcalfe’s 
Skinny sold in 2015 (including exports) 

1.4m
The number of additional households 
buying popcorn in 2015 compared 
with 2014

£129m
Total popcorn sales in the UK in 2015
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Tips

coated rice cakes and corn cakes, and, its latest innovation, low-
sugar popcorn made with stevia plant extract. 

The large supermarkets are central to its success, and it has 
recently secured a supplier deal with Morrisons, the last of the 
big grocers to stock its goods. But it also works hard to keep the 
brand prominent for its target demographic (it has more than 
24,000 Twitter followers and 96,000 likes on Facebook). ‘The past 
year has mainly been about sampling and partnerships,’ says 
Westbrook. ‘We gave out 250,000 bags in samples last year, and 
we’re lucky that some incredible brands approach us. London 
Fashion Week asked us to send samples, and Nike, for example, 
doesn’t work with any other brand. We also ran a poster 
campaign in London for two months last year, and that resulted 
in a 64% increase in our brand awareness.’

Growing popularity
This has resulted in compound annual growth of 79% between 
2013 and 2015, and a 30% increase in its workforce in the past six 
months – but there is more to come. Westbrook says that 90% 
of Americans regularly eat popcorn, compared with 40% of Brits. 
‘Europe is the market to go after,’ she says. ‘Popcorn is growing 
faster than other snacks – there was a 2% decline in crisp sales 
last year – and there’s a long way to go.’

So far the company’s growth has come without the need 
for significant external funding, but in January 2016 Metcalfe’s 
Skinny announced that Kettle Chips UK had bought a 26% stake 
in the company ‘to help with strategic and financial infrastructure 
and maximise the growth potential of the brand in the UK and 
Europe’. The deal will not affect the day-to-day running of 
Metcalfe’s Skinny.

‘One of the great things about working in this business is the 
response time. We need to be quick to react to the wants and 
needs of our customers and consumers,’ Westbrook says. ‘But 

Her heart, though, was with smaller companies, so she 
jumped at the chance when a former Gü colleague, who is now 
managing director at Metcalfe’s, asked if she wanted to help set 
up a finance function in 2014. 

‘It was too good to miss out on,’ she says. ‘At the time, 
Metcalfe’s was growing rapidly but had only limited internal 
financial support – most things were outsourced. There was 
limited management reporting and business and cashflow 
forecasting, so that was the first area to tackle.’ 

She joined as head of finance and recruited two juniors 
over the following six months. ‘We started by bringing the 
bookkeeping function in-house, and then built a month-end 
reporting process and upgraded our IT systems.’ The finance 
team was five-strong – three qualified accountants, one ACCA 
trainee and a CAT credit controller – when Metcalfe’s and Itsu 
demerged last year. ‘We’ve just started to operate as separate 
finance functions, so Metcalfe’s Skinny will be three for now, but 
we’ll continue to grow as the company grows.’

Be in no doubt – popcorn is a very serious business. With 
many hard-hitting large companies competing for the same 
market and the barriers to new entrants very low, Metcalfe’s 
Skinny has to work hard to beat the pack.

Persuading us to eat more popcorn comes down to canny 
marketing and constant innovation – and Metcalfe’s Skinny is 
good at both. One clue is in the name: the company plays on 
popcorn being a healthier alternative to other snacks (meaning, 
in the main, potato crisps). The drive towards healthier eating in 
recent years has helped its cause, but Metcalfe’s Skinny also puts 
enormous efforts into coming up with new products. Its range 
currently includes wasabi and honey flavours, popcorn ‘crisps’ 
(advertised as a lighter alternative to tortilla chips), chocolate-

* ‘It is important to enjoy your job 
as you spend so much time doing 
it. I love food. To be able to be 
passionate about what you are 
doing definitely helps.’

* ‘High-growth businesses come with 
a lot of change. You need to be able to adapt, whether 
it’s by reviewing systems to support a larger business, 
adjusting reports and analysis to cater for changing 
business needs, or planning cash requirements. But 
you also need to keep a bigger picture view of where 
the company’s going.’

* ‘My advice during training would be to move around 
and experience a number of different finance roles 
– from supply chain finance to financial reporting – 
whether that’s through internal roles or internships. The 
roles I experienced in both a small and large company 
before I came to Metcalfe’s gave me the skills I needed 
to build a finance function in-house.’

CV

May 2015
Finance director, Metcalfe’s Food 
Company (now Metcalfe’s Skinny)

2014
Head of finance, Metcalfe’s Food 
Company

2013
Financial analyst – FP&A, Unilever 

2013
Qualified as ACCA

2011  
Category assistant finance manager, Unilever

2009  
Joined Gü as business analyst. Began ACCA training
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In her nine months or so as FD she has had to cope with 
explosive growth, demerger, IT overhaul and a company sale (as 
well as her own wedding), so you have to admire her composure. 
‘Being able to own the finance function here has been incredible,’ 
she says. ‘It was a bit daunting, but I wouldn’t change anything.’

As one of the youngest FDs in the country, she adds that you 
have to be ‘motivated and ambitious’ to get to the top. ‘I’m very 
proud to have made finance director in the time I did. It’s come 
with hard work, though, so you can’t be afraid of that.’ ■

Liz Fisher, journalist

that means we’re always working to tight deadlines. I have to 
make sure I respond to what the business needs, which could 
mean cash if we’re looking to bring a marketing campaign 
forward.’ Her finance function priorities are to keep it simple and 
efficient: ‘For a company in high growth, we need to make sure 
we’re operating most effectively to keep up with the rest of the 
business and we’re continually reviewing our processes.’

She says the fast pace of the company is one of the best 
things about the job. Her colleagues are another: ‘It’s a joy 
to come to work. There’s a great team atmosphere. It’s very 
collaborative. We all sit close together and socialise together.’ 

15

04/2016 Accounting and Business

Interview | Focus

UK_F_MetcaIfe.indd   15 11/03/2016   16:02



-UK Ads-Apr16.indd   6 09/03/2016   13:21

www.sage-exchange.co.uk/compliance


New kid on the C-block
A new breed of executive is emerging around the world in response to businesses’ need 
to innovate and transform. So who are chief digital officers, and what do they do?

boatloads of coverage by the press and give CEOs and boards 
of directors fits – we expect more companies to rely on CDO-
centric strategies to direct digital transformation efforts.’

Fighting back against these disruptors and mould-breakers 
requires an intersection of strategy, marketing, technology 
and innovation. According to the PwC report Adapt, disrupt, 
transform, disappear: the 2015 chief digital officer study, 
corporates in consumer-focused industries – such as media, 

entertainment, food and beverage, 
and consumer products – are at 
the forefront of the CDO trend. 
The report looked at 1,500 of the 
world’s largest companies. It noted: 
‘Large companies are ahead of the 
curve, no doubt due to their sheer 
complexity and the greater effort 
involved in carrying out the necessary 
digital transformation.’

Companies in Europe are hiring 
CDOs faster than anywhere else, but 
Bourgeois says the CDO role is still 
‘skewed towards the US, with about 
75% of the incidence. However, we’ve 
witnessed a significant uptick in CDO 
appointments in France recently, as 
well as Australia and New Zealand.’ » 

In autumn 2015, the US-based multinational conglomerate 
GE announced that it was creating a new business unit, 
GE Digital. The digital company is intended to take on 

IBM and the large analytics players, and become a leader 
in the industrial internet of things. The new business model 
is headed up by Bill Ruh, formerly GE’s vice president and 
global technology director. He now has the job title of chief 
digital officer (CDO). Ruh has the responsibility – along with 
chairman and CEO Jeffrey Immelt – 
of turning GE into one of the world’s 
premier digital industrial companies. 

For such a big role, it is not a 
well-known job title. According 
to Tim Bourgeois, only 5% of the 
world’s largest companies have a 
CDO, and in some industry sectors – 
such as utilities – CDOs are notable 
only by their complete absence. 
Bourgeois is the founder and editor 
of US-based ChiefDigitalOfficer.net, 
a global community of senior digital 
professionals. ‘We’re bullish on the 
role expanding for the next three to 
five years,’ he says.  ‘As more and more 
digital overnight sensations like Airbnb, 
Netflix and Uber emerge – which get 

The CDO is 
one corporate 

response to those 
nimble startups 

nibbling away at 
market share or 

profit margins
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For more information:

Read PwC’s Adapt, disrupt, transform, disappear: the 2015 
chief digital officer study at bit.ly/PwC-CDO

Flexible friend
And if you think that CDOs are technologists, think again. CDOs 
come from a wide variety of backgrounds, according to the 
PwC study, but by far the most common is marketing and sales 
(a combined 51%), followed by technology (14%). The PwC 
report says: ‘This suggests just how differently the CDOs and the 
companies that hire them imagine the role, and how varied the 
digital needs and pace of transformation are from one company 
to another. Flexibility is perhaps the single most important 
success factor for executives new to the position. CDOs who can 
adapt to rapidly changing circumstances while staying tightly 
aligned with their companies’ business goals will be in the best 
position to lead the way to a full digital transformation.’

The CDO is about transforming for survival in a digital age. 
That makes it a cross-functional role, overseeing the transition 
of operations, sales and marketing, systems and production, 
along with the internal corporate culture and in some cases the 
company’s very products and services.

Not all corporations need to find room around the board table 
for a CDO. New companies – those started less than a decade 
ago – don’t need a CDO because digital is likely to have been in 
their DNA and operations since day one. The CDO is one corporate 
response to those nimble startups nibbling away at market share 
or profit margins. As such, CDOs could be given more freedom 
than their C-suite colleagues. ‘Digital is an approach that can 
accommodate failing fast,’ says Bourgeois. ‘No other C-level 
position is allowed to take such an approach, nor have they been 
trained in how to operate in that kind of an environment. CMOs 
[marketing] or CIOs [information] don’t get applauded for having 
two, three or four tactics fail or abandoned – they get fired. If a CDO 
is successful on 60% of projects, he or she is doing a great job.’

Despite the importance that some are attaching to the 
emerging role, the PwC report suggests that the rise of the 
CDO may not be all-encompassing. It concludes that some 
companies may already be past the point where they see the 
digital need as sufficiently pressing to assign it a dedicated 
executive with the title of CDO. The metals and mining sector, 
for example, appears to have found few opportunities to date 
to leverage digital technologies. But first movers are likely to 
figure out the value of greater digital interaction with both 
equipment suppliers and downstream customers, and how they 
can generate greater transparency into better order status, 
pricing and quality while benefiting from the increase in data and 
analytics about internal operations.

The perception of a need for a CDO is heavily influenced by 
a company’s approach to digital strategy. Some have travelled 
far along the digital road, while others have barely got to the 
starting point and are only now starting to feel its effects. 

Defining digital
Gartner has undertaken research – published at the end of 
January – among CEOs to find out what they look for when 
hiring a CDO, as well as the impact of the CDO role on chief 
information officers. The CDO has been seen as a threat to the 
CIO, but Gartner suggests that the latter should respond by 

developing rapid-response IT organisations, devoting more 
resources to digital projects and working with the CEO to clarify 
what digital really means for the organisation. 

The research and advisory firms found that while enterprises 
hire CDOs to lead digital transformation, digital has various 
definitions. ‘It could refer to customer engagement through 
digital channels,’ says Ken McGee of Gartner, ‘or it could mean 
creating a full-scale digital business, as with GE’s industrial 
internet strategy. Thus, the requirements for CDO positions 
reveal a lot about the enterprise’s overall vision for digitalisation.’ 

CDOs are being hired from outside the organisation as 
boards start to tune into digital and recognise their current talent 
portfolio lacks the skills needed. But wherever a CDO is found, 
Bourgeois reckons they will either make the directors happy or 
at least appease them. ‘It’ll provide the organisation with some 
breathing room to figure out a digital strategy or accelerate one. 
Appointing a CDO may not quite be a no-brainer, but it can no 
longer be seen as a controversial move.’

The CDO title may still be absent in the overwhelming 
majority of boardrooms across the globe, but with such 
corporate heavyweights as Cisco, Samsung and Total having 
joined GE in appointing CDOs in the past few months, the 
profile of the CDO is on the rise. ■

Peter Williams, accountant and journalist

Percentage of companies in each 
region that have CDOs

Europe

MENA

Latin  
America

North America

Asia Pacific

13%

2%

7%

5%

3%

Sources: Financial Times, OneSource/Avention, 
Strategy & analysis
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Managing 
your millions
The ultra-rich have had a tough year. More run-of-the-mill 
investors can draw invaluable lessons from their misfortunes

Wealth-X found that 11% of ultra-wealthy Americans – defined 
as those with more than US$30m – had lost as much as half their 
wealth in the 12 months to June 2015. As a whole, this group 
lost a total of US$760bn over the period, equivalent to the gross 
domestic product of Switzerland. According to Knight Franks’ 
Wealth Report published last month, only 34 out of 91 countries 
saw a rise in the number of high net worth individuals in 2015.

In the 1980s film Brewster’s Millions, the heir to a large 
fortune is given the challenge of wasting US$30m in 30 
days in order to inherit a much larger sum. The comic 

escapades that follow make clear just how hard it can be to 
dispose of vast wealth. 

But some of the world’s wealthiest citizens have made 
Brewster’s task look easier than the film suggests. A survey by 
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Financial advisers and academics 
believe there is a handful of common 
mistakes that underlie many tales. In 
other words, the blunders of the ultra-
rich may offer a useful guide on money 
management for ordinary investors. 

The concentration paradox
Perhaps the biggest destroyer of 
wealth is overconcentration in a single 
company – ironically enough, how most 
of the ultra-rich become so wealthy in 
the first place. ‘Founding a company 
can be the best way to make a fortune,’ 
says Robert Whitelaw, a professor of 
finance at New York University. ‘It is also 
the best way of losing money fast.’ 

The value of shares in a single 
company can decline far faster than for the market as a whole, 
punishing those with a highly concentrated position. By way 
of example, the chief executive of mining firm Glencore Ivan 
Glasenberg managed to lose US$500m in a single day when 
the company’s stock tumbled over worries about the outlook 
for commodities. From a peak fortune of over US$7bn in July 
2014, Glasenberg lost about three-quarters of it in the year to 
September 2015, according to a calculation by Bloomberg. 

‘Sometimes single-company stocks bounce back and other 
times they don’t,’ says Whitelaw. The Brazilian entrepreneur Eike 
Batista was the seventh richest man in the world in 2012, with a 
fortune of around US$30bn. In the space of less than two years, 
his entire net worth evaporated after his energy exploration 
company failed to find oil. 

Single-company stocks carry a range of idiosyncratic risks that 
you don’t get from the market as a whole. German car maker 
Volkswagen swiftly lost a third of its stock market value after it 
was found to have been evading US emissions rules, while BP 
has yet to fully recover from its 2010 Deepwater Horizon oil spill. 
‘Investing in the market as a whole gives a superior rate of return 
adjusted for risk and volatility,’ says Whitelaw. 

No place like home
Investors, even ultra-rich ones, tend to put their money into their 
domestic market. For example, Swiss equity investors hold about 
75% of their portfolios in companies based in the small European 
republic. That can be a mistake. 

One cautionary tale of geographical concentration for 
2015 comes from China. Wang Jing, the Chinese technology 
entrepreneur, whose fortune has been heavily focused in the 
domestic market, saw his wealth fall from US$10.2bn since June 
2015 to a mere $1.1bn as a result of the sharp slide in the Chinese 
stock market. Investors in Russia, Brazil and the Middle East who 
chose to stick close to their domestic market have regretted it 
over the past few years. Even Swiss investors in the ultra-safe 
Alpine nation suffered in early 2015 after a central bank currency 
policy change sent the Swiss franc soaring and shares plunging. 

‘The idea that there is no place like 
home doesn’t really apply to investing,’ 
says Whitelaw. ‘A stubborn home bias 
can be a great way of losing money. 
International diversification means that 
even if a crisis blows up at home – as it 
has in Russia, for example – you don’t 
lose so badly.’

It has also become far less costly to 
have assets all over the world. Exchange-
traded funds mean there is really no 
excuse for holding most of your wealth 
in just one country, says Whitelaw. ‘This 
is asking for trouble,’ he adds. 

Second-generation curse
It’s a wealth cliché that the first 
generation makes the fortune, the 

second spends it, and the third picks up the pieces. According to 
wealth consultancy the Williams Group, 70% of rich families lose 
their wealth by the second generation, and 90% by the third. 

Sheila Stinson, a managing director at Convergent Wealth 
Advisors in the US, says: ‘Excessive spending can also drain 
wealth with surprising speed. This can be a problem where heirs 
are not involved in managing the family fortune and are allowed 
to simply coast off their trust funds.’ Family feuds can also 
dissipate fortunes, with legal disputes taking an expensive toll. 

A key to preventing this, Stinson says, is to ensure that 
younger family members are encouraged to lead ‘purposeful’ 
lives and are part of financial decision-making from an early age. 

‘Multigenerational planning is something wealthy families are 
getting better at,’ says Robert Paul, executive director at London 
& Capital, a wealth adviser focused on high net worth individuals 
and families. ‘We tell families that the key is involvement, 
communication and education. In many of the families I advise, 
children get involved early and are given pots of money to 
control early in order to get their heads around the situation.’

Spread the wealth
Placing too large a share of your assets with any single wealth 
manager can be costly, as investors in the hedge fund run by 
Bernie Madoff learnt to their cost. While frauds like Madoff’s 
Ponzi scheme are rare, individual funds or managers can mess 
up, taking a big chunk of your wealth with them. The collapse 
in 1998 of Long-Term Capital Management, a hedge fund with 
several Nobel-prize winning economists on its board, was a 
reminder that prestige is no guarantee of success. 

Non-millionaires are unlikely to shed tears when the ultra-rich 
suffer major financial problems. After all, most remain fabulously 
rich by any normal standards even after financial errors that make 
Brewster look like an amateur in wealth destruction. But rather 
than an opportunity to gloat, what these high-profile blunders 
offer is an invaluable lesson for ordinary investors. ■

Fernando Florez, journalist 

‘The idea that 
there is no place 

like home doesn’t 
apply to investing. 

A stubborn 
home bias can 

be a great way of 
losing money’
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A gift that goes on giving
Should goodwill be amortised or not? Changes could certainly be made to please both yes 
and no camps, but in the end, what investors really want is ROI, says Jane Fuller 

Accounting for goodwill has been the 
gift that goes on giving for those who 
like an argument. Everything from the 
accounting principles to balance sheet 
values has been subject to controversy. 

I’ve seen goodwill written off 
immediately after the transaction, 
flattering return on equity for acquisitive 
companies. Later, fully amortised, it 
created spectacular annual charges 
for acquirers at the height of the 
dotcom bubble. Then IFRS 3, Business 
Combinations, came along, splitting 
acquired intangibles into those with 
a finite life, which are amortised, and 
goodwill, which is carried at acquisition 
cost and tested for impairment annually.

The post-implementation review (PIR) 
of IFRS 3, by the International Accounting 
Standards Board (IASB), has reopened 
the debate. As an agenda paper for 
the February board meeting said: 
‘Stakeholders have always had opposing 
and strongly held views on accounting 
for goodwill… and the feedback during 
the PIR did not provide evidence that this 
diversity of views has decreased.’ 

IFRS 3 was one of the successes of the 
IFRS/US GAAP convergence programme, 
which lends transatlantic support to 
its preservation. With no consensus 
on changes to the standard, nothing 
substantial is likely to happen. But the 
arguments, in particular over whether to 
amortise goodwill, have not gone away. 

Those in favour say that all intangible 
assets erode and that impairment tests 
involve subjective inputs that are too easy 
for management to manipulate. A French 
analyst I know describes DCF (discounted 
cashflow) valuations as ‘Dis-moi Combien 
il te Faut’, or ‘tell me how much you need’.

Those against say that when 
management pays – or overpays – for an 
acquisition it should be held to account by 
testing the carrying value for impairment. 
Amortisation whittles down the valuation 
indiscriminately, so the cost slips under 
the radar. Indeed, preparers invite analysts 
to disregard it in ‘adjusted’ profits. 

Assuming we are stuck with a hybrid 
treatment of acquired intangibles, other 

improvements could be made to tackle 
concerns on both sides. First, impairment 
tests should be more timely – triggered 
by an indicator that value has dropped 
– and the valuation techniques more 
transparent. This would build on the 
information we already get in the notes to 
the accounts and the auditor’s report. 

For example, in Reckitt Benckiser’s 
annual report for 2014, auditor PwC 
says: ‘We challenged management on 
the appropriateness of its sensitivity 
calculations and also applied our own 
sensitivity analysis to the forecast 
cashflows and long-term growth rates.’

Second, analysts should beware of 
ignoring the amortisation of intangibles 
with a finite life. As with the depreciation 
of tangible assets, it represents 
investment that needs to be replenished. 

Third, and most important, 
management needs to justify the amount 
paid for the acquisition. This includes 
clarity on what the full costs were: for 
the equity, assumed net debt, fees and 
restructuring charge. The last of these is 
related to promised synergies, on which 
progress should be clearly reported. In the 
end, shareholders are more interested in 
return on investment than in the fine lines 
between different types of intangibles. ■

Jane Fuller is a fellow of CFA 
UK and serves on the Audit 

and Assurance Council of the 
Financial Reporting Council

Inside APMs

How can alternative 
performance measures be made 
clearer? See the video at bit.ly/
ACCA-playlist
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Podcast 

Hear Robert Bruce 
on the EU’s historical 
view of accountants at 
accaglobal.com/ab/
podcasts

The sick man’s cure
The first ever referendum on British membership of the European bloc took place in 
1975, and it’s worth comparing then and now, says Robert Bruce

In the name of producing clarity ahead 
of the referendum on whether we stay 
in or exit the EU, all sides – partisans 
and politicians, lobby groups and 
economic think-tanks – will be laying 
down a never-ending barrage consisting 
of statistics and mud in equal measure. 
All slung into the public space. Clarity is 
the least likely result.

It is probably more fruitful to look at 
how we got here and at the extraordinary 
differences in the economic and social 
factors in the UK between the time of the 
last referendum and now, as we stand 
on the brink of the next. Frankly, the 
differences are astonishing. At the time 
of the first referendum, interest rates 
were around 25% and mortgages unlikely. 
The highest rate of income tax – not 
that it affected any I knew, although the 

tabloid press made sure that everybody 
was aware of how deeply it affected the 
Rolling Stones – was 83%, with a 15% 
surcharge on investment income taking 
that up to an eye-watering 98%.

The key economic indicator back then 
was the balance of payments figure. And 
there was an obsession with protecting 
the currency. If you went on holiday 
abroad, you could not take more than £25 
with you. An inspection 
was undertaken, a 
declaration made, and 
your passport stamped 
to confirm you were not 
flouting the rules and so 
endangering the nation’s 
balance of trade and 
economic prospects. It’s 
a far cry from the myths 

of the golden days of the baby-boomers.
But this was the world of the first 

EU referendum. The press consistently 
referred to the UK as ‘the basket-case of 
Europe’. The economic headlines about 
the UK across European media were 
pretty similar to those that Greece has 
endured for the past 18 months. Germany 
and France were economic titans, with the 
UK economy, by comparison, viewed as 
almost comically inept. 

Mind-bogglingly different
My first few working years in the British 
economy in the 1970s now seem 
extraordinary. We experienced the ‘three-
day week’, for example, when energy 
sources were so crippled by political 
strife that businesses could operate for 
only three days a week. One government 
minister appeared on Radio 4’s Today 
programme to urge all citizens to 
economise on fuel in the national interest, 
suggesting we should brush our teeth in 
the dark to conserve electricity. 

It is probably baffling for anyone too 
young to remember it happening, but 
it was how our deeply flawed economy 
worked. It came as no surprise to discover 
that the audit client I was working at 
should decide to paint the glass canopy 
of its factory white ‘to conserve light and 
hence fuel’. The economic era of that 
first referendum is a long way away from 
where we are now.

And so too were national attitudes as 
a result of our lowly economic status. No 
one worried about economic migrants 
coming and taking our jobs. The big 
concern was that the huge imbalance 
between the wealth of the German 
economy and the relative poverty of 

the UK would lead to a 
demographic hollowing-out 
as UK workers deserted 
en masse to Germany. 
A little later on in the 
1980s, a popular TV series, 
Auf Wiedersehen Pet, 
dramatised the world of 
a bunch of lads from the 
north-east of England doing 

Robert Bruce is an 
accountancy commentator 

and journalist
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▲ Strike force
Picket line during one 
of the miners’ strikes 
in the 1970s that 
ultimately led to the 
‘three-day week’

exactly that in Düsseldorf.
That fi rst referendum came at a time 

when the UK saw itself at the bottom of 
the European economic heap. People 
thought we had to become more 
European to replicate here the prosperity 
we could see being achieved in Europe.

Fast-forward to the referendum to take 
place in June and almost all these cultural 
references have been reversed. The fear 
now is that Europe is being hollowed out 
by economic migrants fl ocking to the 

UK to enjoy the perceived comparative 
economic prosperity. 

The UK is now seen as a truly global 
player. Forty years ago, when inept 
engineering and labour relations made 
car manufacture a long-running joke in the 
country, no one would have bet that UK 
car production would now be one of the 
stars of UK manufacturing. The idea that 
the City of London, then a closed shop at 
all levels, would now be a serious global 
leader in many fi elds and have carved 

out an unchallenged midway time-zone 
leadership, between Hong Kong and 
New York, would have been doubtful at 
best, laughable at most.

From joke to giant
The last referendum was approached 
from a position of great economic 
weakness, this one from a position, by 
comparison, of great economic strength. 
And that is the essential difference. 
It is not something you can measure 
statistically and then come to what you 
might feel to be a rational conclusion. It 
is going to be a decision based on how 
culturally secure people feel themselves 
to be. And secure they should feel, as the 
governor of the Bank of England made 
clear to the Treasury Committee of the 
House of Commons in early March.

The odd thing is that it may 
encourage voters to go for exit. The 
economy performing so well this time 
round could paradoxically give people 
the confi dence to think that UK could 
become a ‘super-Singapore’, not to 
mention the heady prospects of an 
indeterminate independence, freedom 
and self-determination. With one 
bound, as they used to say in the comic 
strips, we would be free. That, I think, is 
unlikely. ■

The governor’s analysis

In early March the governor of the Bank of England, Mark Carney, wrote to the 
Treasury Committee of the House of Commons, giving his views on the bank’s 
ability to fulfi l its statutory responsibilities under the new settlement agreed 
over the UK’s membership of the EU. He wrote: ‘As home to the world’s largest 
international fi nancial centre, it is of particular importance that UK authorities are 
able to apply the highest international standards and to take action to address 
the particular fi nancial stability risks associated with a scale, complexity and 
degree of global fi nancial activity unmatched elsewhere in Europe. 

‘More subsidiaries and branches of foreign-owned banks operate in the UK 
than any other EU country, and around half of the world’s largest fi nancial fi rms 
have their European headquarters in the UK. The UK has the largest global share 
of crossborder bank lending, foreign exchange trading and interest rate OTC 
derivatives. It has the third largest insurance industry and the second largest asset 
management industry in the world. The assets of the UK banking sector are four 
times GDP and non-bank fi nancial institutions are of a similar size.’
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Scotch guard
Relinquishing income tax raising powers to the Scottish parliament could result in UK 
workers on the same gross pay being subject to different tax levels, says Peter Williams

The Scottish Rate of Income Tax (SRIT) 
started in April 2016. All income tax 
rates on non-savings and non-dividend 
income will be reduced by 10p for 
Scottish taxpayers. The theory goes 
that the Scottish parliament will, in 
effect, abolish it by setting it at 0p and 
increasing it by as much as it wants to. 
But not yet: the new powers north of 
the border are being exercised gently to 
start with. In Scotland’s Spending Plans 
and Draft Budget 2016-17, the Scottish 
government proposed to set SRIT at 10p 
for 2016-17, which leaves the three main 
rates of income tax in Scotland the same 
as in the rest of the UK. 

As recommended by the Smith 
Commission – set up following the 
narrow victory for the ‘No’ campaign in 
the Scottish referendum and fulfilling 

promises to devolve more powers from 
Westminster to Holyrood – the Scottish 
parliament has the power to set income 
tax rates and bands on earned income, 
and will retain all income tax raised in 
the country. And it is a power that has to 
be used. On 6 April the UK government 
switched off 10p in every £1 of income tax 
in Scotland, thereby reducing the Scottish 
government’s funding by £4.9bn.

If you are a constitutional expert you 
may wish to diminish the significance 
of SRIT: it is not a fully devolved tax; it 
remains part of the UK income tax system; 
and Scottish taxpayers will pay income tax 
to both the UK and Scottish governments 
from April, collected jointly with HMRC, 
with the taxman handing over what is 
due. Dividing up the receipts correctly, 
however, may be harder than envisaged. 

With any new tax system there are grey 
areas. For instance, a Scottish taxpayer is 
resident in the UK for tax purposes and 
has their sole or main place of residence 
in Scotland for all or most of the tax year, 
rather than in another part of the UK. The 
employer’s location is of no relevance, so 
all employers will have to operate Scottish 
tax codes, irrespective of their location. 

Both the Scottish Liberal Democrats 
and the Scottish Labour Party proposed 
a 1p increase in SRIT. While it did not 
go with that suggestion this time, the 
Scottish government has already shown 
it is prepared to move away from the UK 
government on tax: replacing Stamp Duty 
with Land and Buildings Transaction Tax 
(LBTT) has materially increased the tax 
due when buying expensive homes. 

More income tax powers are coming 
down the track: under current draft 
legislative provisions, the Scottish 
parliament is to be given unrestricted 
powers over the rates of income tax 
and income tax bands. At that point it 
will be able to vary the income tax rates 
and thresholds applied to the non-
savings, non-dividend income of Scottish 
taxpayers. This will give it many new 
choices; for example, it might introduce a 
0% rate band, reduce the basic rate, raise 
the higher and additional rates or lower 
the thresholds for those rates, or even 
introduce extra rates and thresholds.

Stories are already circulating of 
businesses warning that plans to relocate 
or set up in Scotland are being reviewed 
because of higher paid employees 
expressing concerns over relocating to a 
country where higher rates of income tax 
could exceed the rest of the UK. 

The decision by Westminster to cede 
income tax raising powers to the Scottish 
parliament could end up with UK workers 
on the same gross pay being subject to 
markedly different levels of tax. At which 
point, for most citizens it won’t feel like 
a United Kingdom. ■

For more information:

See also ‘Devo tax’ on page 56

Peter Williams is an 
accountant and journalist

Comment | Peter Williams

Accounting and Business 04/2016

26

UK_Com_PW.indd   26 17/03/2016   14:07



04/2016 Accounting and Business

Shaping ACCA
We are keen to harness the talents of our members through new appointments to Council, 
says ACCA president Alexandra Chin. Would you like to help shape ACCA’s future? 

In the first six months of my presidency 
I have had the honour of being able to 
meet ACCA members in all sectors who 
are making outstanding contributions 
to the communities in which they work.

Whether that has been helping 
deliver public services, advising 
small businesses or supporting listed 
companies, it is hugely gratifying to see 
finance professionals who qualified with 
ACCA doing such great work. The talent 
and knowledge that we have among 
our members is unparalleled, and it is 
something that we always want to harness.

For that reason I want to encourage 
you to either consider standing for 
election to ACCA’s Council or to nominate 
potential candidates. Council governs 
ACCA and is a vital part of how we are 
run. It is a group of 36 members from 
all over the world, elected by the ACCA 
membership, who volunteer their time to 
shape our future, develop the profession 
and ensure ACCA’s wellbeing.

With unique global perspectives, 
Council members contribute their 
individual knowledge and skills from 
across the accountancy profession, 
working closely with the Executive Team 
to devise our strategy and oversee its 
delivery. They apply their specialist 
knowledge in our committees, working 
groups and Council itself.

I have been grateful for the 
opportunity to serve on Council – for the 
opportunity it provides not only to give 
something back, but to build a personal 
profile, gain leadership skills, and share 
experiences and views with other experts 
in the profession.

Any member can stand for election 
to Council, and if you feel you have 
something to offer, I urge you to consider 
doing so. The deadline for nominations 
for this year’s Council election is 15 June. 
Anyone who is interested in standing 
for election should contact the ACCA 
Secretary at the details provided below.

Once you have registered, you will 
receive an information pack, including two 
documents to be completed and returned 
by 15 June. You will need nominations 

from 10 named supporters, who need to 
be ACCA members of good standing.

Once your candidacy has been 
accepted, you will be asked for an 
election statement of around 500 
words, along with a head-and-shoulders 
photograph. You may also supply a short 
video in support of your nomination.

Members are elected to Council for an 
initial term of three years. They must then 
retire or stand for re-election. Members 
can serve for a maximum of nine years, 
but this can be extended to 12 years if 
they become an Officer in their last term.

Voting in elections is open to all 
members and opens at the end of July, 
with results announced at the Annual 
General Meeting on 15 September.

ACCA is your membership body. You 
can help to shape its future in a number 
of ways, but one of the most direct 
contributions you can make is as a Council 
member – and I hope you will think about 
putting yourself forward for election this 
year or in the years to come. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia

For more information:

For more on Council membership visit members.accaglobal.com/elections

To stand for election, contact the ACCA Secretary at ACCA, The Adelphi, 1-11 
John Adam Street, London, WC2N 6AU, UK, or email: secretariat@accaglobal.com
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Snapshot: aerospace 
and defence
Above-average growth rates 
are expected to persist in the 
commercial aerospace industry, 
driven by increases in passenger 
travel demand and an accelerated 
equipment replacement cycle.

 As shown in Deloitte’s 2016 
Global aerospace and defense 
sector outlook, global tensions 
and national security threats mean 
defence contractors can expect 
a return to growth, with several 
governments raising budgets. 
But there is increasing regulatory 
pressure around supply chain risk.

 Measures will include export 
control regulations, focused on 
protecting national security and 
monitoring movement of sensitive 
items. In the US, global compliance 
with its International Traffi c in Arms 
Regulations (ITAR) is a key area.  

Demand for professionals with 
ITAR expertise in countries such 
as the UK has risen due to the 
ever-increasing spread of these 
requirements. Managing compliance 
across procurement and the supply 
chain is a big challenge and there 
is a premium on professionals with 
ITAR expertise. Understanding how 
to effectively manage compliance 
with export controls, including ITAR 
licence conditions and access to 
technical data, is not only essential 
to remain compliant, but can bring 
competitive advantage in tendering 
for defence contracts.

Stacey Winters, UK aerospace and 
defence leader, Deloitte

Internships

ACCA has recently issued 
guidance on hiring interns. 
See this best practice report at 
bit.ly/ACCAintern

The view from

I began studying for my ACCA 
Qualifi cation in the insurance sector, 
but a move into retail proved a lucky 
break. I joined Evans Cycles as a fi nancial 
planning analyst. It was a newly created 
role, which challenged me to quickly 
validate my technical skills so that I could 
focus on developing business acumen. 
The company had private equity owners, 
and I enjoyed the commercial exposure, 
being involved in evaluating each aspect 
of the business to gain maximum value.  

I moved to Caxton FX and, thanks to 
a building a credible fi nance function 
and a trusting relationship with the 
CEO, was promoted to fi nance director 
within 18 months. This was achieved 
through hard work. You have to make the 
most of opportunities that come your way.

As fi nance director, my responsibilities 
are wide and varied. We may only 
employ 100 people, but we are a £1bn 
turnover business. I am responsible for all 
the fi nancial affairs, deal with commercial 
negotiations and statutory compliance, 
drive corporate governance and am also 
company secretary.

My fi nancial controller manages our 
fi nance team of fi ve. This allows me 
to work closely with the CEO and focus 
on driving our growth agenda. Our 
biggest opportunity is around innovation, 
especially in the fi ntech space. 

CPD is really important and underpins 
your day job. Early in my career I focused 
on my technical knowledge. Now I focus 
on the soft skills that matter in leadership 
roles – infl uencing people, negotiating 
and getting people to speak a common 
language, with less jargon. Networking 
events help me keep in touch with 
industry developments. 

The ACCA Qualifi cation is a fantastic 
brand that projects real credibility. 
The letters ‘FCCA’ are a stamp of quality. 
If you understand fi nance you can go 
in any direction, all the way to the top. 
Accountants add context and help fulfi l 
businesses’ needs for information, not just 
data. They are drivers of growth.  

ACCA has a strong presence in the UK’s 
fi nancial services sector. As recent chair 
of the ACCA Financial Services’ Network 
Panel , I have been heavily involved in 
providing insight into industry discussions 
and arranging CPD events and webinars.

One day I’d like to have a portfolio of 
non-executive directorships. I’d like to 
continue to gain experience as an FD, 
progress to a CFO role and then explore 
opportunities to work as a non-executive 
director. I feel it is important to give 
something back, and an NED is often well 
placed to do just that.

I always ensure I have time to exercise 
outside of work. Exercise is very 
important to me; it is a fantastic stress 
manager and keeps me balanced. It 
also allows me to indulge my other 
passion – eating! I’m defi nitely a ‘foodie’ 
and really enjoy exploring London’s 
restaurant scene. ■

Hardeep Attwal FCCA, fi nance director at Caxton FX, and 
member of ACCA’s Financial Services Network Panel
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The fall guys
Treating internal auditors as the company’s fraud police is to set up an expectations gap 
that can have unfortunate consequences for the business, as Steve Giles explains

Fraud is a significant business risk 
that threatens both profits and 
reputation. Its discovery often causes 
extreme disruption within the victim 
organisation, with senior managers 
demanding explanations and looking 
for someone to blame. 

Where better to start than with the 
internal auditors – everyone knows their 
job is to prevent and detect fraud, right? 
So what on earth have they been doing? 
Although unfair, this question is likely to 
be posed and to prove uncomfortable. 

Auditors are not particularly good 
detectives. Statistics show that frauds last 
18 months on average and are more likely 
to be uncovered by a tip-off, management 
review or accident than by an audit. 
What’s more, neither internal auditors nor 
managers are likely to view fraud as a high 
priority until a disaster actually occurs, 
although attitudes change very quickly 
when that is the case. 

Responding to fraud risk: exploring 
where internal auditing stands is a 2015 
report by the Institute of Internal Auditors 
(IIA) Research Foundation. It highlights 
the gaps of perception, expectation 
and skill around fraud that exist in many 
organisations and which could have 
serious consequences for the company 
and its internal audit function. 

The starting point for effective internal 
audit is for an entity to decide and 
articulate its expectations of the function.

 
Standards and policies 
Fraud is not the primary focus of auditing. 
The IIA defines internal auditing as ‘an 
independent, objective assurance and 
consulting activity’ that adds value to an 
organisation’s risk management, control 
and governance processes. 

The IIA’s standards include several 
requirements about fraud. Internal 
auditors must:

* have sufficient knowledge to 
evaluate the risk of fraud and how it 
is managed, but are not expected to 
have the expertise of someone whose 
prime responsibility is detecting and 
preventing fraud

* evaluate the potential for fraud to 
occur and how the organisation 
manages fraud risk

* consider the probability of significant 
fraud when setting objectives.

Companies’ audit committees and 
senior managers may expect additional 
work from internal audit, such as data 
analytics and fraud investigations. It is the 
combination of external standards and 
internal policy that determines the precise 
role of internal audit in responding to 
fraud risk within each organisation. This 
should be stated clearly in the audit 
charter and the anti-fraud policy. 

The baseline is clear: internal auditors 
should always consider the risk of fraud 
when planning their work, be alert to red 
flags during engagements, and respond 
in line with the organisation’s policies 
and expectations. 

Risk assessments and controls
Effective fraud risk management depends 
on devolving responsibility throughout 
the business. Internal auditors should 

be proactive and help to educate at all 
levels – in particular, by encouraging 
and facilitating periodic fraud risk 
assessments. Time spent here will 
add value to the business by raising 
awareness and identifying threats, thereby 
minimising potential losses. 

Internal auditors should incorporate 
the results of these risk assessments into 
their planning. By targeting the high-
risk areas identified (such as cybercrime 
threats and procurement vulnerabilities), 
proactive anti-fraud work can be 
undertaken that is both proportionate to 
business needs and valuable.  

In addition, there are many generic 
controls that help to prevent, deter and 
detect frauds. They include segregation 
of duties, delegation of authority, and 
physical and IT security measures. 
Research by the Association of Certified 
Fraud Examiners (ACFE) highlights the 
importance of a number of specific anti-
fraud controls (see box).

Responsibility for implementing these 
controls resides with management. Internal 
auditors assess them – do they exist, are 
they operating efficiently and effectively – 
and promote improvements. For example, 
they should champion fraud awareness 
training for managers and staff, monitor the 
programme and be prepared to facilitate 
the training themselves if needed.

Failure of detection is an important 
part of the perceptions gap. Nothing 
undermines internal auditors’ reputations 
more than the belief that they ‘missed’ 
a fraud. In reality, fraud schemes are 
hidden and so are difficult to detect. The 
performance of the detective controls 
is crucial here; their effectiveness will 
largely determine an organisation’s ability 

Nothing 
undermines 

internal auditors’ 
reputations more 

than the belief 
that they ‘missed’ 

a fraud

Preventative 

* Management review

* Staff vetting and supplier due diligence 

* Fraud awareness training

Anti-fraud controls

Detective

* Whistleblowing hotlines 

* Data mining and data analytics

* Surprise audits
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to uncover fraud quickly and thereby 
minimise losses. 

Internal auditors should consider 
focusing on the following issues:

* ACFE identifies the tip-off as the most 
important fraud detection method. 
Internal auditors need to consider 
whether an open culture exists in their 
organisation – are employees willing 
to come forward with their concerns? 
They should then assess the adequacy 
of the company’s whistleblowing 
procedures and monitor how the 
disclosures are handled. 

* Data monitoring and analysis is 
becoming more effective at reducing 
fraud loss and duration. The use of 
data analytics increases the likelihood 
of detecting fraud schemes (for 
example, fictitious employees and 
suppliers) and raising red flags (such 
as duplicate payments or invoices, 
unusual trends, patterns and timing 
of transactions, etc). Data analytics 
requires an investment of time and 
resources, so it might be more 
applicable to larger organisations. But 
internal auditors should encourage 
the use of new technology wherever 
possible, including in their own work. 
Data mining software will not only 

improve their chances of detecting 
fraud but will also promote more 
efficient auditing generally. 

* Surprise audits are a traditional form of 
control that are frequently underused 
today. They can be effective in 
deterring or detecting fraud, and 
internal auditors should consider their 
potential in specific circumstances, 
such as in areas of high risk or where 
reasonable suspicion exists.   

The right skills 
Few internal auditors have fraud-related 
qualifications. While such qualifications 
enhance credibility they are not key in 
assessing fraud risk or being alert to 
red flags. The key for internal audit is to 
ensure the team has the skills to discharge 
its responsibilities effectively. The options 
here are to recruit, train or hire.   

Some large enterprises recruit experts, 
such as certified fraud examiners or 
investigators, to improve their fraud risk 
management. Others prefer professional 
development, supplementing the 
experience and business knowledge of 
their existing team with training in relevant 
areas such as technology and data 
mining. Technical investigation training – 
understanding and applying the evidence 

rules, interviewing under conditions of 
stress – is essential where internal auditors 
are expected to investigate fraud. 

Finally, specialist forensic accountants 
can always be hired if needed.  

This three-stage approach is 
proportionate and proactive, but 
implementing it takes courage from 
both management (time and money 
are required) and internal auditors 
(persistence is needed in sensitive and 
challenging conditions).

It is often easier to avoid dealing with 
fraud or even talking about it, but this is a 
mistake – gaps of perception, expectation 
and skill will develop and there is danger 
in these gaps. Fraud is like a mushroom: it 
thrives in the dark. ■

Steve Giles is an independent consultant, 
lecturer and author specialising in 
corporate governance, risk management, 
internal audit and ethics

For more information:

ACCA is running an event on 
integrated assurance, ‘Assurance 

through the looking glass’, 
in London on 19 May 2016. For 
details, go to bit.ly/ACCA-IA1
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The question of whether it is safe to 
send personal European data across 
the Atlantic to servers in the US is not, 
as you might suppose, a cyber security 
issue, but about the data protection 
and privacy laws for countries in the 
European Union. 

Until recently, organisations could 
rely on the principle of ‘safe harbour’, 
an agreement between the EU and the 
US that protected personal EU data 
from prying eyes. But this agreement 
collapsed following whistleblower Edward 
Snowden’s revelations that data collected 
by European companies but stored 
in the US was being misused, with US 
companies accused of cooperating with 
the US National Security Agency’s Prism 
surveillance programme.

Matters came to a head last October 
when the European Court of Justice (ECJ) 

ruled that the safe harbour agreement, 
including a series of principles concerning 
the protection of personal data to which 
US organisations voluntarily subscribed, 
was invalid. This ruling followed legal 
moves in Ireland by a 27-year-old Austrian 
student, Max Schrems, who complained 
to the Irish data protection commissioner 
that his privacy was at risk because the 
Irish subsidiary that held his Facebook 
data also used servers located in the US.

The 4,400 or so organisations that had 
been taking advantage of the agreement 
therefore had to take action quickly to 
protect themselves and their customers’ 
data while an updated safe harbour 
agreement was thrashed out. Action has 
included the use of appropriate contract 
clauses, binding corporate rules, public 
interest grounds or, if there are no other 
grounds, individual consent.

Bearing fruit
Prior to the ECJ ruling, the EU and US 
had been working on an updated version 
of safe harbour, but the Schrems case 
added impetus to the negotiations, which 
began to bear fruit when an agreement of 
principles for a ‘privacy shield’ was signed 
in February.

The European Commission described 
privacy shield as an improvement on 
safe harbour. It sets out obligations 
on companies handling Europeans’ 
personal data, robust enforcement, 
safeguards and transparency obligations 
on US government access, and effective 
redress. EU commissioner Vera Jourová 
says: ‘For the fi rst time ever, the US has 
given the EU binding assurances that the 
access of public authorities for national 
security purposes will be subject to clear 
limitations, safeguards and oversight 

The European Commission is working on a ‘privacy shield’ to take the place of the 
torpedoed US-EU ‘safe harbour’ agreement on data protection, but questions remain

Data lost in translation

ˇ
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mechanisms. Also for the first time, 
EU citizens will benefit from redress 
mechanisms in this area.’

However, many observers are 
keeping their counsel until the detail of 
the deal has been thrashed out. Mark 
Thompson, privacy practice leader at 
KPMG, says: ‘The agreement is good 
news for companies, as a number were 
clearly going to struggle from a financial 
and operational point of view with the 
uncertainty surrounding the movement 
of personal data. It is likely to take a few 
weeks until we see the full details of the 
written agreement. I expect once we have 
this, some robust challenges will remain 
around the implementation of the newly 
coined privacy shield agreement.’ It is ‘an 
ever-evolving story’, he adds.

Brian Hengesbaugh, a privacy lawyer 
at Baker & McKenzie in the US, agrees. 
The privacy shield, he says, is ‘critical 
for data protection and for the digital 
economy on both sides of the Atlantic’. 
The 11th-hour deal was, he says, good 
news, as national data protection 
agencies could have begun enforcement 
proceedings against companies that had 
not taken steps to implement alternative 
data protection policies in the absence 
of safe harbour. ‘The irony is that the 
shield may offer better protection than 
model clauses or binding corporate rules 
or other solutions because it will have 
features such as an ombudsperson set up 
to hear complaints about national security 
surveillance,’ he says.

However, there are a number of 
hoops to jump through before the 
agreement can stand up. The Article 
29 Working Party, an umbrella group 
for EU data protection authorities, will 
need to review the shield before the 
EU College of Commissioners adopts 
a fuller ‘adequacy decision’. And at the 

same time, the US will need to put the 
necessary preparations in place for the 
new framework, monitoring mechanisms 
and a new ombudsman.

Still exposed
In the meantime, companies could still be 
exposed to legal action. ‘There are still so 
many unanswered questions,’ says Deirdre 
Kilroy, head of the intellectual property 
and technology team at Irish law firm LK 
Shields, ‘and there is a huge business 
need for clarity. Many business models are 
built on crossborder flows of data.’ 

She suggests that, for the time being 
at least, and until there is more meat on 
the bones of the agreement and it has 
been approved at EU level, the safest 
position is for organisations to keep track 
of the latest guidance from their data 
regulator, and if possible not to export 
personal data to the US.

Data security companies agree. Marlon 
Johnson, managing director of the UK’s 
JMS Secure Data, describes the privacy 
shield deal as being as clear as mud. 
‘Our view is that you have to put in place 
provisions to safeguard your data if you 
are going to transfer it, and our advice is 

to not transfer it to the US but keep it in 
the EU, as we can give guarantees around 
security if it is kept here.’

Johnson adds that companies should 
carry out a data protection and security 
health check to identify any weaknesses or 
training requirements. But he adds that, 
even under safe harbour, many businesses 
– smaller companies, in particular – were 
‘absolutely not’ aware of their obligations. 
He adds: ‘This is understandable as 
their main focus is on actually running 
the business. Because of issues such as 
hacking, business owners are starting to 
wake up and smell the coffee, but there is 
still a lack of understanding.’

Johnson highlights the position 
of accountants working in and with 
small businesses – how should they be 
safeguarding their data and making 
sure they comply with data protection 
regulations? Even if an accountancy firm 
uses an external IT consultancy to provide 
its IT services, Johnson points out that 
‘ultimately it is your responsibility as the 
data controller’.

This is particularly relevant for those 
businesses moving their systems to the 
cloud. ‘If you are using the cloud, what 
is your understanding of it? Where is the 
data kept? Who has control of it? What are 
the encryption protocols?’ asks Johnson.

The UK’s Information Commissioner’s 
Office, which is responsible for data 
protection issues in the UK, accepts that 
there is still a lack of certainty surrounding 
the privacy shield, but in the meantime 
recommends that organisations use 
standard contract clauses and binding 
company rules to protect themselves if 
they are looking to transfer data to the 
US. ‘Organisations should continue to 
take stock of the transfers they make and 
have a proper understanding of the legal 
basis so they are in a good position to 
act should they need to,’ advises Steve 
Wood, head of policy delivery at the 
Information Commissioner’s Office.

Thompson agrees, adding that with 
new regulations on data in Europe 
coming down the road, organisations 
need to build sustainable and flexible 
privacy environments as they seek to use 
personal data for their own business ends. 
He says: ‘The new general data protection 
regulation is on the horizon, and 
organisations need to understand that 
this issue is one of many that they need to 
address in a pragmatic manner.’ ■

Philip Smith, journalist

‘There is a huge 
business need 

for clarity. Many 
business models 

are built on 
crossborder flows 

of data’

Safe harbour 2.0: privacy shield

The EU-US privacy shield reflects the requirements set out by the European 
Court of Justice in its ruling on 6 October 2015, which declared the old safe 
harbour framework invalid. The new arrangement will impose stricter obligations 
on companies in the US to protect the personal data of Europeans, with the 
US Department of Commerce and Federal Trade Commission (FTC) providing 
stronger monitoring and enforcement, including through increased cooperation 
with European data protection authorities. Privacy shield includes commitments 
by the US that possibilities under US law for public authorities to access personal 
data transferred under it will be subject to clear conditions, limitations and 
oversight, preventing generalised access. Europeans will be able to raise any 
enquiry or complaint in this context with a dedicated new ombudsperson.
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Paying taxes
PwC’s latest analysis of tax systems in 189 
economies reveals a changing picture

Taxing times

PwC’s annual survey, Paying Taxes 2016, in conjunction 
with the World Bank, used a case study company to 
illustrate the costs of all taxes borne; the time required 
to comply; and the number of payments made. Across all 
countries, these continued to fall in 2014; but the total 
rate increased in 46 economies while decreasing in 41.

Going digital

Electronic systems, if implemented properly, benefi t both 
tax authorities and companies. The survey compared uptake 
in economies within regions and among OECD members.

Total tax rate

While South America has the 
largest proportion of ‘other’ 
taxes, labour taxes make up 
the bulk of payments in the 
EU and European Free Trade 
Assocation countries, and 
profi t taxes predominate 
in the Central America/
Caribbean region.

Time to comply

The use of electronic 
systems has been shown 
to reduce hours spent 
on compliance with tax 
regulations. This means 
frequent changes can be 
made to systems without 
increasing the 
compliance burden.

For more information:

To read the full survey Paying Taxes 2016, visit
pwc.com/payingtaxes

Pwc report looks at global tax payment systems

Headline for web:
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In the public eye
ACCA’s review of public services finds that accountants are under greater pressure  
than ever to lead the way in strengthening the sector’s financial management

Commission in 2009: ‘Ensuring the organisation is doing the right 
things, in the right way, for the right people, in a timely, inclusive, 
open, honest and accountable manner’.

Leading the way
Finance professionals in the public sector are under more 
pressure than ever before to lead the way in strengthening public 
financial management. Indeed, it is seen as a priority in many 
countries, as governments struggle to find financial sustainability 
and manage fiscal risk in a volatile global economic environment. 

The role and size of the public sector is under close scrutiny 
in many countries and the emphasis on financial discipline, 
transparency, and value for money is stronger than ever. In 
practice, this means that finance professionals in the public 
sector are being asked to show that budgets are linked to policy 
objectives, that value for money is secured, and that financial 
reporting is credible and transparent.

The risk is, though, that finance professionals, as the visible 
face of financial management, could find themselves in the firing 
line. As ACCA’s report points out, however, this is not, and should 
not be, a task for financial professionals alone. ‘Strong leadership 
and the support and political will of national governments 
are vital to the success of any financial management change 
programme aimed at strengthening fiscal management across 
a country. There is no “quick fix”, as many of the improvements 
may require legislative, structural and cultural changes.’

One of the consequences of the spotlight on public services 
has been a shift in the form and quantity of financial information 

expected by stakeholders. In fact, 
standards of transparency are generally 
higher in the public sector, but 
increasingly stakeholders in both the 
public and private sectors are looking 
for an approach that combines financial 
reporting with other information, 
including narrative reporting and 
sustainability reporting. In practice, this 
means that the trend towards integrated 
reporting (IR) seen in business is 
seeping into the public services. 

One potential problem is that 
IR frameworks – most notably the 
framework of the International 
Integrated Reporting Council (IIRC) – 
are developed with business in mind 
rather than public-service organisations. 

Expenditure on public services is one of the most 
significant investments made in almost any part of the 
world, with government expenditure in some countries 

accounting for more than a third of GDP.
Public services come with high public expectations attached 

and are, quite rightly, closely managed and scrutinised. The 
level of accountability and transparency around the spending of 
public money has increased in recent years, as has the pressure 
for public bodies to do more with less, to become more lean, 
efficient and cost effective.

‘The public sector across the globe is in more need of effective 
financial management – and therefore good accountants – than 
ever before,’ says ACCA’s head of technical advisory, Glenn 
Collins. ‘It is essential that the many thousands of finance 
professionals working within public services have the right skills. 
ACCA has long been aware of this; our members across the world 
work in a wide range of public-sector bodies, from national and 
local government to regulators and healthcare.’

As part of its work in this area, ACCA reviews public service 
provision and publishes a report for ACCA members, as well as 
governments, employers and other stakeholders with an interest 
in the public sector, setting out the main criteria for effective 
provision. Its latest report, Setting High Professional Standards for 
Public Services around the World, has recently been released and 
covers four main topics: 

* the principles for achieving good governance 

* the principles for effective financial management 

* the importance of the quality of information reporting to help 
decision-making

* the criteria for effective 
performance management. 

One of the interesting elements 
of the report is the way in which it 
highlights the subtle differences – but 
also the many similarities – between 
the requirements of effective financial 
management in the private and public 
sectors. On the question of governance, 
for example, there are many definitions 
of what good governance should look 
like, but each depends on its context 
and on the specific stakeholders of 
the organisation. The report argues 
that the most appropriate definition of 
good governance for public services is 
the one developed by the UK’s Audit 

The trend 
towards integrated 

reporting that 
has been seen 
in business is 

seeping into the 
public services
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An IR framework developed for private business will not 
necessarily meet the needs of all public services; in its response 
to an IIRC consultation in 2011, ACCA said it was important that 
public services were not forgotten in the development phases 
of any international framework. The IIRC has since developed 
a Public Sector Pioneer Network, through which public-sector 
organisations can discuss how IR could be applied to the sector.

Skills to the fore
An underlying question is whether finance professionals working 
in the public sector are a different breed from those in the private 
sector. Do they need different skills? The ACCA report discusses 
the basic skills requirements of financial professionals in the public 
sector, but also the best principles for performance management, 
setting the emphasis on ‘value for money (economy, efficiency 
and effectiveness) in public services. Central performance 
management systems and targets can be valuable, but they 
should be intelligent, streamlined and sensitive to local needs.’

Strategic financial management skills are, of course, 
a prerequisite, but the demands on finance professionals working 
in public services are increasing by the day. So what does it take 
to work in the public sector? 

The report lists the key requirements for public-sector finance 
professionals today, which include:

* Strategic leadership skills

* Organisational and change-management skills

* Creative thinking and effective decision-making, including the 

implications of professional values, ethics and attitudes

* Technical skills that cover numeracy, IT proficiency, decision 
modelling and risk analysis, measurement, reporting 
and compliance

* Communication, negotiation and influencing skills

* Team-working skills

* ICT skills.
But that is not all – public-sector professionals must be able to 
see beyond their own horizons, particularly in a world where the 
public and private sectors are working more closely together. As 
the ACCA report puts it: ‘A modern-day financial professional 
should be capable of having a perspective on the bigger picture, 
as well as having the capability to affect what is happening and 
judging the right time to make an intervention.’

‘While we’re not in ourselves a provider of public services, 
ACCA members play a very significant role in the public sector in 
countries around the world,’ says Collins. ‘Finance professionals 
are crucial to public financial management and governance – the 
consistent policies they follow help public service providers meet 
the enormous challenges they face today.’ ■

Liz Fisher, journalist

For more information:

See the report Setting High Professional Standards for 
Public Services around the World at bit.ly/ACCApublicservs
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Ready for actionReady for action
Progress on the reform of international taxation demands that accords be translated into 
actions this year. ACCA’s Chas Roy-Chowdhury describes the potential hurdles

although such instruments do exist in other areas of public 
international law. This could be the biggest challenge for BEPS in 
2016, but at only 50 pages in length (compared to some 400 pages 
for other action points), is there enough detail to push it through?

Development of the multilateral instrument is being taken 
forward by an ad hoc group, which has been tasked with hitting 
the end-2016 deadline. An initial conference to negotiate the 
instrument began in November 2015, under the chairmanship of 
the UK, supported by vice-chairs from China and the Philippines. 
More than 90 countries and jurisdictions have indicated they 
will participate in the negotiations. Once the instrument has 
been agreed, it will be available for countries to ratify. But 
it is expected that there will be signifi cant fl exibility so that 
participating countries might make different choices. This is 
going to be a tough point to get right.

This year will see movement on a number of the other action 
points. Those covering transfer pricing (Actions 8 to 10) and 
Action 13 on country-by-country reporting will be the fi rst to 
take effect in 2016. Although the consolidated version of the 
transfer pricing guidelines is not due to be published until 2017, 
tax authorities are already starting to use the material released 
during the consultation process to open cases.

Country-by-country reporting, as set out in Action 13, will 
benefi t from very clear guidance through a fi xed template. 
The fi rst sets of data for December 2016 year-end groups with 
global sales of €750m (£586m, $840m) must be delivered to tax 
authorities by 31 December 2017. These will, in turn, distribute 
this information by 30 June 2018. Multinationals are going to be 
busy with their systems work on gathering the necessary data 
in 2016.

Activity around patent boxes (Action 5, harmful tax practices) 
will also be busy in 2016. In the future, patent box incentives may 
be granted only where the related research and development 
is conducted in the same country. The UK, which is currently 
consulting on its own patent box rules, is expected to present 
legislation quickly to introduce the new regime from June 2016 
and to close the existing patent box regime; at the time of writing 
it was expected that group transfers into existing boxes will not 
be allowed after 31 December 2015. There are indications that 
Germany, Ireland and the US may introduce their own BEPS-
compliant intellectual property regimes as well.

In 2016, the shake-up of international taxation will shift 
focus from fi rm agreements to hard actions. The world’s 
leaders and their fi nance ministers expect no less, 

following the consensus achieved on far-reaching reforms 
that could radically alter how multinational companies are 
taxed, as well as where they are taxed.

Since 2013, the Organisation for Economic Cooperation and 
Development (OECD) has been developing a 15-point action 
plan to tackle Base Erosion and Profi t Shifting (BEPS). It was 
always going to be an ambitious project, but the OECD has 
risen to the challenge, bringing with it the G20 leaders, who 
voted to implement the fi nal package in November 2015. 

The OECD anticipates that the measures, if implemented in 
full by all the major economies, will go some way to reducing the 
estimated US$100bn-$240bn (£66bn-£160bn) lost through BEPS 
annually. This represents between 4% and 10% of global corporate 
income tax (CIT). This matters because of developing countries’ 
greater reliance on CIT as a percentage of their tax revenues.

The 15 action points have been presented in a consolidated 
package that the OECD claims to be the fi rst substantial 
overhaul of international tax rules in almost a century. The fi nal 
package of measures includes minimum standards on country-
by-country reporting and treaty shopping, curbs on harmful tax 
practices, especially in areas of intellectual property, and mutual 
agreement procedures to ensure that the fi ght against double 
non-taxation does not result in unintended double taxation.
There is also revised guidance on transfer pricing rules and a 
new defi nition of permanent establishment, together with new 
measures for controlled foreign companies, interest deductibility 
and hybrid mismatches.

Tough challenge
Finally, we will see the development of a multilateral instrument 
that will incorporate the tax treaty-related BEPS measures into 
the existing network of bilateral treaties. This will arguably be the 
most complex aspect; as the OECD notes, there are nearly 90 
countries working together on this action point, and the aim is to 
get the instrument up and running by the end of 2016.

The report says that the goal of Action 15 is to streamline 
the implementation of the tax treaty-related BEPS measures, an 
innovative approach with no exact precedent in the tax world, 

38 Insight | BEPS

Accounting and Business 04/2016

GL_I_BEPs.indd   38 11/03/2016   13:47



Top of the agenda
Such activity will keep international tax close to the top of 
boardroom agendas. According to Deloitte’s most recent 
European tax survey, the importance of BEPS has increased during 
the past year, while progress is also being made to prepare for the 
coming changes. In Deloitte’s previous survey, nearly a third (31%) 
of companies said they had begun preparations for BEPS. In the 
latest survey, this figure had risen to just under a half (44%). 

There is also acknowledgement that BEPS is likely to affect tax 
strategy. More than half of the companies in the Deloitte survey 
said they expected the cost of compliance to increase, and there 
was a significant increase in the proportion of respondents saying 
they would need to review or amend their entire international 
tax strategy. Half thought their compliance burden was likely to 
increase as a result of the initiative; a third thought this burden 
would increase primarily from the country-by-country reporting 
requirements, while the rest could see the burden increasing due 
to other requirements such as transfer pricing documentation 
and methodologies, and permanent establishment changes.

So 2016 – and beyond – will be a busy time for corporates 
as well as legislators and tax authorities. Legislative action at 
a national level will be required to tackle issues around hybrid 
mismatches and interest restrictions. Hybrids – where one party 
gets a tax deduction for a payment 
while the other does not have a taxable 
receipt, or where there is more than one 
tax deduction for the same expense 
– are tackled by the OECD. But it 
remains to be seen how many countries 
actually support this guidance. The UK 
government is considering legislation, 
while countries such as France already 
consider that their legislation outlaws 
such arrangements. But few other 
countries have publicly supported the 
OECD position.

Interest deductibility (Action 4) 
could prove interesting, if you’ll forgive 
the pun. The final report affords a 
degree of flexibility that could see 
a variety of different approaches to 

targeting interest deductibility. And whatever rules are adopted, 
there should be plenty of time allowed for corporate groups 
to reassess their capital structures so that they are still able to 
obtain relief for third-party interest expense. One thing is clear, 
however: the OECD does not want to see countries deliberately 
adopting a policy to attract international investment due to 
lenient interest deductibility rules.

But inevitably, some countries will prove to be more 
enthusiastic about BEPS than others. For instance, Australia has 
been seen as an early mover on BEPS, having adopted some 
measures even before the final recommendations became 
known. The UK, which has been accused of undermining the 
BEPS project through its diverted profits legislation, could be 
seen, if anything, as over-enthusiastic.

The Netherlands, which rightly or wrongly has been the target 
of accusations over its tax policies, is considering its response. 
There, legislation on country-by-country reporting came into 
force at the beginning of 2016, with changes to its patent box 
regime also expected during the year. Ireland will also legislate 
on country-by-country reporting and introduce a ‘knowledge 
development box’ that will comply with the OECD’s standards.

Then there is the US. It remains to be seen how the world’s 
largest economy will react and, if so, when. Caution seems to 

be the watchword here, even though 
the US played an active role in the 
BEPS process. The US government 
believes there is a risk of uneven and 
unfair application of the action points, 
and is particularly fearful that other 
governments will go after the trillions 
of dollars locked up in US international 
groups who have been keeping their 
earnings offshore. And the US is not 
keen for its corporate groups to be 
sharing their information with foreign 
authorities. Even if all the other hurdles 
are overcome, this could be one 
obstacle too many. ■

Chas Roy-Chowdhury FCCA is head of 
taxation at ACCA

Legislative action 
at a national level 

will be required 
to tackle issues 
around hybrid 

mismatches 
and interest 
restrictions

39

04/2016 Accounting and Business

BEPS | Insight

GL_I_BEPs.indd   39 11/03/2016   13:47



Bucking the trend
A survey of the top global accounting networks and associations fi nds that despite 
currency volatility and patchy economic conditions, fi rms are reporting strong growth

The latest report from International Accounting Bulletin 
on the performance of global accountancy networks 
has found that PwC tops the table, with global fee 

income of US$35.4bn for the year to 30 June 2015. It beat 
Deloitte, which had held the top spot for the previous 
two years, but by a relatively narrow margin of US$156m, 
with Deloitte reporting fee income of US$35.2bn in the 
year to 31 May 2015.

Network growth
Overall, the Big Four (PwC, Deloitte, EY and KPMG) controlled 
66.5% of the global accounting market share in 2015, with a 
combined fee income of US$124bn. KPMG was the only Big Four 
fi rm to report a decrease in fee income (-2%).

According to the survey, networks grew by an average of 
2% in 2015, with the Big Four and the next six largest networks 
averaging 3% growth year on year.

Name

• PwC

• Deloitte

• EY

• KPMG

• BDO

• RSM

• Grant Thornton International

• Baker Tilly International

• Crowe Horwath International

• Nexia International

• Moore Stephens International

• Kreston International

• HLB International

• Mazars

• PKF International

• UHY International

• Russell Bedford International

• ECOVIS International

• Pan-China International

• ShineWing International

Fee income ($m)
35,356.0
35,200.0
28,655.0
24,440.0
7,303.9
4,641.4
4,632.8
3,807.0
3,506.7
3,082.7
2,659.9
2,045.2
1,910.3
1,423.8
1,014.1
517.0
392.0
322.0
320.6
276.1

Networks fee data

PwC
35,356.0

EY
28,655.0

BDO
7,303.9

RSM
4,641.4

KPMG
24,440.0

Deloitte
35,200.0
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Other notable changes in the 
network rankings include RSM 
overtaking Grant Thornton as the 
sixth largest network globally. RSM 
reported fee income of US$4.64bn 
in the year to 31 December 2015, 
up 6%. Grant Thornton reported fee 
income of US$4.63bn in the year to 
30 September 2015, down 2%.

PKF International dropped from 
12th position to 15th.

Overall, associations grew by an 
average of 5% year on year, with 
combined fee income of US$23.3bn. 
Praxity remains the largest 
association globally, with fee income 
of US$4.5bn, up 3% on 2014.

Overall, the Big 
Four controlled 

66.5% of the 
global accounting 

market share 
in 2015

▲ Numbers game
The strong dollar along with currency 
devaluation in several regions affected 
networks and associations in 2015

Market share – Big Four Average fee split – Big Four

The associations’ table saw 
much more volatility in 2015 than 
the networks’ table, with a few 
associations – such as MSI Global, KS 
International and INPACT – climbing 
up by one or two positions. 

The split between PKF 
International and ARAF, now Allinial 
Global, in North America also had a 
knock-on effect on the association 
table. Allinial Global took fi fth place 
in the ranking. »

• PwC   • Deloitte   • EY   • KPMG   • Mid-tier • Audit and accounting   • Tax   • Advisory

19.0%

18.9%

15.4%
13.1%
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52%
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%
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Pinch of salt
Among the top 10 largest associations, the most notable 
change in the ranking was DFK International overtaking AGN 
International as the seventh largest association globally, with fee 
income of US$1.2bn in 2015.

But IAB acting editor Vincent Huck warned that these 
changes should be taken with a pinch of salt. ‘The strengthening 
of the dollar in 2015, combined with currency devaluation in Latin 

America, China and Russia, has played a part in networks’ and 
associations’ fi nancial reports,’ he says. 

‘A decrease or slow growth do not necessarily refl ect an 
organisation’s operational results but are often the effect of 
currency exchange.’ ■

This article was contributed by International Accounting 
Bulletin

• Average growth of fi rm 2014 (%)

• Average growth of fi rm 2015 (%)
*  Data not available for 2014

World survey 2016

• Average growth of fi rm 2014 (%)

• Average growth of fi rm 2015 (%)
*  Data not available for 2014

World survey 2016

A
us

tr
al

ia

B
ra

zi
l

C
an

ad
a

C
hi

na

C
o

lo
m

b
ia

*

Fr
an

ce

G
er

m
an

y

It
al

y

Ja
p

an

M
ex

ic
o

N
et

he
rla

nd
s

N
ig

er
ia

5.
0%

10
.3

% 13
.0

%
9.

1%

1.
4%

5.
8%

18
.0

%
6.

5%

4.
0% 6.

0%

5.
0% 5.
5%

4.
6%

4.
9%

4.
0%

3.
0%

7.
4%

11
.0

%

-0
.7

% 2.
2%

19
.0

%
-4

.5
%

5.
8%

18
.0

%

8.
4%

-1
0.

7%

0.
6% 2.

8% 4.
0% 4.
8%

12
.0

%
13

.0
%

4.
9% 7.

2%

7.
0% 7.
9%

6.
0%

2.
0%

7.
2%

14
.2

%

R
us

si
a

Si
ng

ap
o

re
*

So
ut

h 
A

fr
ic

a So
ut

h 
K

o
re

a

Sp
ai

n

Tu
rk

ey U
K

U
SA

W
o

rld

42 Insight | Top global networks

Accounting and Business 04/2016

GL_I_IAB.indd   42 10/03/2016   15:46



R emarkably, it’s almost 20 years since McKinsey coined 
the phrase ‘war for talent’ in a 1997 article. The study 
spawned a generation of both supporters and detractors, 

yet whatever your view on the original study, what is certain is 
that attracting, developing, engaging and keeping hold of good 
people with the right skills has continued to be a key priority 
for businesses. This is true of enterprises of all sizes and in all 
sectors, and also from the perspective of finance professionals; 
CFOs and other finance leaders rightly recognise the 
importance of developing their staff and helping them achieve 
their career ambitions through appropriate opportunities.

Yet a new light has been shone on the quest for securing 
people with the right skills in the face of globalisation, changing 
finance ‘delivery’ models and the emerging requirement for 
new capabilities. In particular, although the shared services and 
outsourcing journey started in the early 1990s, access to offshore 
talent probably wasn’t one of the primary drivers. Moving on 20 
years, the industry is now well established, yet the longer term 
implications in relation to people management and the changing 
nature of career paths remain not particularly well understood. 
In global finance functions this is particularly true today. In 
short, the advent of shared services and outsourcing has had an 
indelible impact on finance careers; it has changed the finance 
career paradigm.

Yet if organisations are to future-proof the development 
of their finance people today, these changes and implications 
must be better understood. This is why ACCA is launching a 
new research programme which will address the critical talent 
challenges organisations now face in developing the next 
generation of finance professionals. Our ambition is to bring 
new insights into the practices enterprises must adopt to attract, 

develop, engage and retain their future talent. 
Our programme will draw on a range of quantitative and 

qualitative research activities, including global surveys, ‘deep-
dive’ enterprise case studies, in-depth career profiling and 
leadership interviews. It will aim to understand how talent and 
people development programmes must evolve in response to 
changing technology, the maturity of shared service functions, 
emerging finance models and the broader corporate cultural and 
industry context.  

The programme intends to focus on a number of critical 
areas. We want to understand the aspirations and challenges of 
the youngest generation in global finance functions today, the 
nature of their work and employment engagements, working 
patterns, career ambitions and motivations, their attitudes 
to remuneration and what works in attracting, engaging and 
retaining them. We also want to look at how career paths 
are changing for finance professionals, understanding the 
value placed on different experiences gained across different 
activities, the career opportunities that go beyond finance, 
common pathways in and out of finance, and emerging best 
practices in career planning that organisations are seeking 
to deploy. In addition, we will explore the changing nature of 
skills, capabilities and behaviours, as well as the learning and 
experiential interventions that can be deployed to help cultivate 
these, along with valuable leadership qualities and traits. ■

Jamie Lyon FCCA is head of corporate sector at ACCA

How to find talent – and keep it
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Spotlight on talent
ACCA’s Jamie Lyon introduces a 
project that aims to provide new 
insights into how enterprises 
can attract, develop, 
engage and retain the 
best people 

For more information:

Visit accaglobal.com/talent to see our initial study
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Career boost
Mentally resilient people don’t beat themselves up for past mistakes, they learn any 
lessons and move on, says Rob Yeung; plus the perfect etiquette for hotdesking 

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: resilience

Recently, I was invited to give a 
speech on the topic of resilience and 
mental toughness to an audience 
of managers in a fi nancial services 
business. We all have times when 
we face problems or challenging 
circumstances and wish we were 
more in control, so here are three 
messages I think we could remind 
ourselves of occasionally.

Successful people take calculated 
risks. Clearly, that doesn’t mean 
throwing yourself into dangerous or 
unrealistic situations in the vague hope 
of success. But taking risks inherently 
means that things won’t always turn 
out as well as you might wish.

By all means admit to yourself 
that you failed at a project, but avoid 

translating this into the global statement 
‘I am a failure’. Psychologists have found 
that when you attribute failure to a specifi c 
occasion or task (ie the fi rst approach), 
you are far less likely to damage your 
motivation and potential for growth.

The fi rst interpretation has an implicit 
message that you failed at this one 
project but can learn from it and try 
again. The second, global, statement may 
reinforce in your mind that you are a total 
failure and that you just shouldn’t bother 
trying anything diffi cult ever again.

That may seem a subtle, even trivial, 
distinction. However, research has found 
that even seemingly minor differences can 
have insidious mental consequences.

Whether it’s a task you did on your own 
that failed, or a large project involving 

dozens of people, take the time to 
review what happened. Rather than 
trying to identify what went wrong 
(which may lead you to blame yourself, 
or others), try to be future-focused: 
identify what you would do differently. 
Rather than saying ‘you should have…’, 
say ‘next time, I/we should…’.

Once you have identifi ed any lessons 
to learn, move on. Resist the temptation 
to revisit past errors. Research suggests 
that mentally resilient people avoid 
torturing themselves with what they 
‘should have’ done.

No doubt you have at times felt 
anxious, angry, harassed or self-
doubting. When you’re feeling less than 
positive, be careful not to say things like 
‘I am nervous’ or ‘I am annoyed’.

Whether you’re analysing your 
own emotions or sharing how you’re 
feeling with a colleague, say something 
like ‘I am experiencing a feeling 
of nervousness’. The simple act of 
distinguishing your emotions from 
yourself can help you to restore your 
equilibrium more quickly. That change 
in phrasing reminds you that you are 
someone who experiences emotions – 
you are not the same as your emotions.

Again, that may seem a trifl ing 
difference in wording. But psychological 
research tells us that even small 
changes in how you see yourself and 
the world can eventually make a big 
difference to your state of mind. ■

For more information:

talentspace.co.uk

@robyeung

Positive thinking

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung2
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For more information:

accacareers.com

The perfect: hotdesk neighbour

The key point to note when making friends with your hotdesk neighbour is that you don’t 
have a lot of time. Very little time to establish that you are considerate, enthusiastic, 
courteous, credible and maybe a little quirky and fun to be with. So you need to prioritise.

That being the case, and bearing in mind that first impressions count, you should 
concentrate on being courteous and considerate and forget all about quirky and fun to be with.

Take an unbiased look at yourself (or ask a family member or close friend) and pick out 
any annoying habits, such as asking questions then obviously not listening to the answers 
(good eye contact and an open, interested expression are handy here); or eating noisily or 
with your mouth open (in fact, it may be better not to eat at your desk at all in a hotdesk 
situation – you probably wouldn’t in a client meeting, so why would you when hotdesking?).

Then work on eliminating those habits 
entirely. Just root them out. Really, how 

hard can it be? What’s more, you’ll 
reap dividends in other relationships.

So that just leaves enthusiastic 
and credible. This may be something 
of a tall order, but you owe it to your 

new colleagues. No one wants 
to sit next to Mr Angry or Ms 
Actually-I-never-asked-to-be-
here-anyway.

At this point, you might  
want to revisit quirky and 
fun to be with. Of course, 
those qualities can go 
unappreciated. But then 
again, life is short. You may not 
see your hotdesk neighbour 

again soon, or even at all. Ask 
yourself: in this life, how perfect 
do you want to be anyway?

All change
Nearly two thirds (63%) of 
accountants are planning on 
changing jobs in the next six 
to 12 months, according to 
CareersinAudit.com.

The jobs board surveyed 
more than 1,700 accountants 
globally in roles ranging 
from newly qualified to CFO 
and partner. It found that 
more than a third (34%) were 
already actively seeking a new 
position, with a further 29% 
planning on doing so within 
the next year.

A desire to work abroad 
was cited as the primary 
reason for changing jobs, with 
30% of respondents looking 
for a fresh challenge overseas. 

Western Europe was 
deemed the most attractive 
region for career progression, 
with 21% of respondents 
naming this as their preferred 
destination. Meanwhile, 
15% had their eyes on North 
America, with 13% welcoming 
a move to the Middle East.

Simon Wright, operations 
director for CareersinAudit.
com, said: ‘Employers may 
need to shake up working 
practices and make changes to 
retain star employees. Bosses 
could consider offering staff the 
opportunity to work abroad on 
secondment, either within the 
company or perhaps through 
an associated network.’

UK profession resilient
The accountancy profession 
is among the private-sector 
professions that are most 
resilient to a downturn in the 
UK economy. This is according 
to analysis conducted by 
recruiter Randstad Financial & 
Professional.

Based on data from the 
UK’s Office for National 
Statistics, Randstad found that, 
when adjusted for inflation, the 
aggregate salary bill for full-
time accounting professionals 
increased by 11.5% between 
2002 and 2014. 

Over a 12-year period 
wages grew from £12.7bn 

to £14.1bn in real terms. 
This was in contrast to other 
professions, which saw their 
aggregate salary bills shrink. 

For example, the 
management consulting 
profession experienced a 
fall in its total pay bill, in real 
terms, from £6.9bn to £5.7bn 
between 2002 and 2014 – a 
decrease of 17.3%. 

Tara Ricks, managing 
director of Randstad Financial 
& Professional, commented: 
‘Accountancy is recession 
resilient. The profession’s 
comparatively high aggregate 
salary bill demonstrates 
accountants are in the 
enviable position of being 
in demand whatever the 
financial weather. During sunny 
economic periods, they can 
pick up consulting work. In 
choppier waters, they become 

an invaluable source of risk 
advice – while the demand for 
tax advice and audit work will 
never dry up.’

Flocking to Singapore
Singapore is witnessing an 
‘abundance of candidates’ for 
accountancy and finance jobs. 

According to recruiter 
Hays, increased investment in 
industries including aviation 
and the media has resulted 
in growing competition for 
finance and accountancy roles 
in the city-state.

Lynne Roeder, managing 
director of Hays in Singapore, 
said: ‘Singapore’s status as a 
place where east meets west 
is globally acknowledged. 
Whether they are from 
Australia or the UK, candidates 
feel comfortable with the 
regional financial centre.’

As Singapore is a gateway 
to South-East Asian and 
Chinese markets, employers are 
seeking candidates with a grasp 
of multiple languages, including 
English and Mandarin.

Roeder said: ‘Accountancy 
and finance talent is commonly 
required to be at least 
bilingual, as employers seek to 
globalise their businesses via 
Singapore-based operations.

‘Those professionals fluent 
in various cultures in different 
countries will be the most 
sought after. Opportunities 
continue to abound for those 
who have a good command of 
both English and Mandarin.’ ■

Sally Percy, journalist
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The costs game
In the latest in the series on the strategic role of the finance function,  
Tony Grundy looks at the accountant as strategic cost manager

these need to be combined to model possible cost and value. To 
illustrate, I worked with a client to identify three really key areas 
of strategic cost breakthrough that were not just ‘last year’s costs 
less 5%’, but that would transform the cost base and enable the 
company to compete in a new way. These involved creating a 
new and incredibly efficient plant, radically changing working 
practices and an aggressive cost leadership strategy globally, 
creating mega economies of scale. It worked. 

Diagnosis
First you will need to do a strategic cost gap analysis by charting 
where your unit costs are now; where they are for similar types 
of competitor; what the current gap is; where you think your unit 
costs are likely to be in, for example, three to five years’ time; 
where you think competitors’ unit costs are likely to be over 
the same timeframe; and therefore where your future gap is. 
You then need to drill down within your current position, either 
with a full economic analysis using value and cost drivers or by 
searching online for ‘fishbone analysis’ for a high-level approach.

In the full economic analysis, you should split the types of 
added value into activity, then segment these by where this 
value is added, in a ‘value tree’, with two levels of detailed 
analysis: value drivers and cost drivers. This typically highlights 
that better trade-offs can be made, different value and 

Accountants can play an important role in the strategic 
management of costs – or what I call ‘the land 
that strategy forgot’. In essence, it is the process 

of creatively managing the resource base to achieve 
strategic objectives at lowest cost, without undermining 
the competitive position.

The process for this consists of five simple steps: diagnosis, 
creating challenging options, evaluating them, planning and 
implementation (see each below). I piloted this process with BP 
Chemicals and then used it with the Bank of Ireland, EasyJet, GE 
Healthcare and nuclear fuel processor Urenco, among others, 
with breakthrough results.

Strategic cost management (SCM) has five key ingredients:

* achieving strategic objectives (you can’t cut costs unless you 
adhere to the business strategy) 

* seeking competitive advantage 

* looking beyond the short term

* maximising economic value (no incidental or indirect value-
destroying impact)

* creativity
These differentiate the strategic cost management from the 
purely tactical, which is where so many companies go wrong.

In the SCM process, not only is financial and operational data 
needed but also organisational, market and competitive data; 
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cost models created, and causes of inefficiency and lack of 
effectiveness eradicated.

In the fishbone analysis, you take an area where you 
suspect costs might be too high and then repeatedly ask why, 
to dig down to the root causes. This is shown as a horizontal 
fishbone, with the symptom ‘Cost X seems too high’ as the 
fish’s ‘head’ to the right, and with the root causes as the ‘bones’ 
and ‘tail’ to the left. This typically drills down and rapidly 
identifies areas for changing the cost model (without destroying 
value, of course).

One extra check that can then be done is to use the ‘five S’s’, 
which we discussed last month (AB, March, page 46): strategy, 
structure, style (or culture), skills and systems.

Challenging options
Consider the areas below when creating challenging options:

* extra value, and its creation and capture

* business and product complexity

* process

* technology

* speed and productivity

* input prices and negotiation

* sourcing

* structure and skills.

Option evaluation 
Consider your options using the strategic option grid. This helps 
you evaluate a number of cost breakthrough options against the 
following important criteria: strategic attractiveness; financial 
attractiveness; implementation difficulty; uncertainty and risk; 
and stakeholder acceptability.

Typically, each criterion is scored as high attractiveness 
(three points), moderate attractiveness (two points) or low 
attractiveness (one point). For example, high implementation 
difficulty and uncertainty and risk would score one point. First 
you need to explore fully what options might be available 
including both the ‘what’ and the ‘how’. Next, you should 
develop a working model of your plan. Finally, check your facts 
and gather data in the areas where the evaluation scores seem 
most sensitive. 

Planning/implementation
The planning phase will depend on the individual circumstances. 
As for implementation, this can be the longest phase of the five. 
Two issues stand out: the need to foresee and address future 
difficulty, and the need to understand stakeholder positions. 

Draw a ‘difficulty-over-time’ curve; increasing difficulties can 
occur at all kinds of different stages, perhaps as a steady incline, 
or climbing a little then falling back before getting really difficult.

Implementation can feel like a rollercoaster, and there are 
more than a few parallels here in terms of anticipating the 
dynamics, interpreting the experience and then managing it, and 
getting on the right rollercoaster in the first place.

Also important during implementation is stakeholder 
analysis, which enables you to see where all the key players 
are coming from and where they are trying to get to. This is 
done by first identifying who you believe the key stakeholders 
are at each phase. Next, evaluate whether they have a high, 
medium or low influence. 

Finally, evaluate whether they are in favour of the 
project, against it or idling ‘in neutral’. To do this you must 
try to see the world from that stakeholder’s perspective. This 
involves not merely trying to sense the surface attitudes of 
stakeholders to a particular issue but also the deeper emotions, 
anxieties and prejudices. 

By adopting this approach, you should be able to demonstrate 
that the finance function can be of real strategic value. ■

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

For more information:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd

For strategy case studies, see Tony Grundy’s videos at  
bit.ly/ACCA-Grundy
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Insightful leadership
In the second in a series of articles on creating major change, David Parmenter looks in 
more detail at the leading theories put forward by experts in the fi eld

gains and produce more change’, 
urges Kotter. This is the fl y-wheel 
effect so well expressed by Jim 
Collins in his books Built to Last and 

Good to Great: when staff 
are working in unison, 

the fl y-wheel of 
change will 
turn faster and 
faster. 

Finally, 
Kotter talks of the importance of 

anchoring new approaches in the culture. 
Make heroes of the change agents; ensure 

their values are embedded in the corporate 
values; and be sure to weed out those in 

management who have not embraced the change 
and who, over time, will be dowsing the fi re at night 

when nobody is looking. ■

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

John Kotter points out in his book, Leading Change, 
the importance of creating a ‘guiding coalition’. Every 
organisation, he says, has its oracle – the individual 

everyone turns to for an answer (‘You need to talk to Bob’). 
These oracles exist right across the organisation and may 
hold seemingly unimportant positions. Do not be fooled.

Firms need to invest in these gurus. One organisation 
held three two-week workshops about the implementation 
of its planning tool. Yes, that’s six weeks of workshops. 
The CEO was present for part of each one, and the 
wisdom from the oracles was channelled, by an expert 
facilitator, into a successful blueprint for the project.  

Kotter in Leading Change, and Steve Zaffron and Dave 
Logan in their book, The Three Laws of Performance, also 
stress the importance of compelling and motivational future-
based language in setting out a vision and strategy. This is crucial, 
they say, if the journey is to be seen and resources made available.

More communication
In communicating the change vision, Kotter says that if you 
undercommunicate, you will probably undercommunicate a 
lot – by a factor of more than 10. This will undermine your 
initiative, no matter how well planned. During a project, 
the project leader needs to obtain permission from the 
CEO to gatecrash any gathering in the organisation for a 
10-minute slot to outline the project and explain progress 
made so far. One sure-fi re route to failure is to believe that 
staff will read your project newsletters and emails. They won’t.

Kotter also advocates empowering ‘broad-based action’: the 
need for change and the right to change must be handed over to 
teams early on. Zaffron and Logan concur with this view. Once the 
invented future is set in the minds of employees, they will march 
towards this future. All the great writers state that some chaos is 
good, so let teams embrace the project in their own way.

Next Kotter talks about the need to generate quick 
wins – obvious, yes, but frequently missed. Always 
remember, he says, that senior management can 
sometimes suffer from attention defi cit. You progress in 
a methodical and introverted way at your peril. You need 
easy wins, celebrated extrovertly, and you need to ensure 
you set up the CEO to score the easy goals. ‘Consolidate 

Webinars

Listen to David 
Parmenter’s 

webinars on 
lean fi nance (£50 
per webinar) at 
accaglobal.com/
leanwebinars

For more information:

www.davidparmenter.com

Next steps

1 Look back at a major failed 
project and ascertain how many 
of these stages were ignored.

2 Think about how you can better 
involve your organisation’s 
oracles in your current project.

3 Email me (parmenter@waymark.
co.nz) for a book review of John 
Kotter’s Leading Change.
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Setting the standards for SMEs

Headline for web: A global question
A range of outcomes has emerged worldwide regarding the 
requirements of SME fi nancial reporting. Graham Holt discusses

Financial reporting 
requirements for SMEs 
vary according to the 
jurisdiction. Sometimes 
they have to comply with 
the same requirements as 
other limited companies; 
on other occasions they 
are subject to very few 
requirements. The variety of 
approaches to SME fi nancial 
reporting seems to refl ect 
the wide variety of economic 
contexts in which they 
conduct business. 

Within the SME category 
there are arbitrary distinctions. 
Currently in the European 
Union (EU), the distinguishing 
characteristics for SMEs and 
micro entities are based 
on turnover, gross assets 
and number of employees. 
There is an argument that 
the publication of SME 
fi nancial reports is the price 
of limited liability but this is 

not universally accepted. 
In some countries, limited 

liability SMEs make minimal 
public accounting disclosures 
with no audit requirement. 
The protection of creditors 
is dependent on the owners 
of the business and therefore 
there is an argument that there 
should be disclosure by these 
entities irrespective of whether 
they have limited liability.

In some quarters, it is 
felt that there should be 
limited fi nancial reporting 
requirements for SMEs 
because of their size and the 
costs of meeting regulation. 
Generally, SMEs are owner-
managed with a narrow 
ownership interest, and their 
shares are not traded by 
the public. However, SMEs 
interact with many different 
parties, some of whom benefi t 
from the disclosure of fi nancial 
information. It is therefore 

not surprising that a range 
of outcomes has emerged 
worldwide as regards 
the requirements of SME 
fi nancial reporting.

IFRS for SMEs, 
International Financial 
Reporting Standard for Small 
and Medium-Sized Entities, 
was issued by the International 
Accounting Standards 

Board (IASB) in 2009. The 
concepts and principles 
of IFRS for SMEs are 
based on the framework 
document and therefore 

are very similar to full IFRS. 
The most signifi cant 

difference in the presentation 
of fi nancial statements for 
SMEs, as opposed to full 
IFRS, is that there are fewer 
disclosure requirements. 
There are also a number of 
differences in the accounting 
treatment of items in the 
statement of fi nancial position. 
Some topics in full IFRS are 
omitted because they are 
not relevant to typical SMEs, 
and there is simplifi cation of 
many of the recognition and 
measurement principles in 
full IFRS.  

Reduce the burdens
IFRS for SMEs also permits 
some of the statements 
required to be omitted or 
merged with other statements 
under certain circumstances. 
The standard is aimed at 
private companies, regardless 
of size, that are not public 
interest entities. It was 
developed to reduce the 
undue burdens placed on 
fi rms by full IFRS.

The decision as to which 
entities apply IFRS for 
SMEs is left up to individual 
governments and regulators. 

The standard has been 
adopted or adapted in many 
countries – sometimes with 
additional modifi cations such 
as in the UK, for example. 

The IFRS Foundation 
is developing profi les of 
application of full IFRS and 
the IFRS for SMEs in individual 
jurisdictions. At present, 77 
of the 140 jurisdictions being 
profi led require or permit IFRS 
for SMEs. There are many 
notable exceptions including 
France and Germany. However, 
of the 77, 52 allow SMEs to 
choose IFRS for SMEs or 
full IFRS and 19 allow them 
to additionally choose local 
GAAP. Sixty-nine out of the 77 
jurisdictions do not allow any 
modifi cations to IFRS for SMEs.

In May 2015, the 
IASB completed its fi rst 
comprehensive review of 
IFRS for SMEs and issued 
limited amendments; these 
are effective on 1 January 
2017 with early application 
permitted. The most 
signifi cant amendments are 
permitting SMEs to revalue 
property, plant and equipment 
and aligning the main 
recognition and measurement 
requirements for deferred tax 
with IAS 12, Income Taxes.

Additionally, the 
amendments allow 
exemptions from certain 
requirements when application 
would cause undue cost 
or effort. These include 
measurement of investments 
in equity instruments at 
fair value, recognising 
intangible assets separately in 
a business combination and 
offsetting income tax assets 
and liabilities.

There is guidance as 
regards the application of » 
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this amendment. The 
entity must determine the 
potential effect of applying 
this exemption on users 
of its fi nancial statements 
and compare this with the 
cost or effort of complying 
with the requirement. The 
reasons behind the use of 
the exemption must also be 
disclosed. Other notable 
changes include the option 
to use the equity method for 
investments in subsidiaries, 
associates and jointly 
controlled entities in separate 
fi nancial statements, and the 
use of management’s best 
estimate if the useful life of 
goodwill or another intangible 
asset cannot be established 
reliably. The maximum life 

must not exceed 10 years 
whereas previously there was 
a presumption of a 10-year life 
in the above circumstances. 

Radical change
In 2015, a radical change 
occurred to UK GAAP and 
therefore to SME accounting. 
All previous fi nancial reporting 
standards (FRS), statements of 
standard accounting practice 
and Urgent Issues Task Force 
abstracts, apart from the 
Financial Reporting Standard 
for Small Entities (FRSSE), 
were replaced by fi ve new 
standards. FRS 100 sets out the 
overall framework for fi nancial 
reporting under UK GAAP and 
explains which standards apply 
to which types of entity. 

Additionally, 
the standard sets 
out when an entity 
can apply the 
reduced disclosure 
framework and 
when it should 
follow a statement 
of recommended 
practice. FRS 101 
sets out a reduced 
disclosure framework that 
is available in the individual 
fi nancial statements of 
qualifying entities provided 
certain criteria are met. FRS 
102 sets out the accounting 
requirements for those entities 
that are neither required nor 
elect to apply EU-adopted 
IFRSs, FRS 101’s reduced 
disclosure framework or the 

SMEs interact 
with many 

different parties, 
some of whom 

benefit from 
the disclosure 

of financial 
information

FRSSE. There are significant 
differences between this 
version of the FRSSE (effective 
January 2015) and the FRSSE 

(effective April 2008) 
because of the revised 
reporting framework 
introduced into the UK. 

FRS 103 applies to 
insurance contracts of 
entities that apply FRS 

102 including reinsurance 
contracts that the entity 

holds, and to other 
fi nancial instruments that 
the entity issues with a 
discretionary participation 
feature. FRS 104 sets out 
the fi nancial reporting 
requirements for interim 
fi nancial reports although 
it does not in itself require 
an entity to prepare such 
a report.

In 2015, signifi cant 
changes to UK company law 
were introduced, including 
changes to the disclosures 
required within small company 
accounts. In addition, the 
accounting thresholds relating 
to SMEs were increased 
signifi cantly, which allowed 

more entities to use the 
accounting requirements of 
the small companies regime. 

In the UK, fi nancial 
reporting for small and micro-
entities is also going through 
a period of signifi cant change. 
As a result, the FRSSE is being 
withdrawn and, from 2016, 
small entities will utilise FRS 
102 or a new standard, FRS 
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105, The Financial Reporting 
Standard Applicable to 
the Micro-entities Regime. 
Additionally a new section 1A, 
Small Entities, has been added 
to FRS 102 outlining the 
disclosure and presentation 
requirements for such entities. 
Changes have been made to 
the new UK GAAP standards 
to ensure compliance with 
company law. 

For some entities currently 
applying the FRSSE, the 
recognition and measurement 
of certain assets and liabilities 
may change dependent on 
whether the entity adopts 
FRS 102 or FRS 105. FRS 
105 can be the best option 
for micro-entities that wish 
to avoid the more complex 
accounting treatments of 
FRS 102. It is unlikely that 
many micro-entities will 
see a signifi cant effect 
when they move to the new 
standard but, because FRS 

105 is drawn from FRS 102, 
albeit with some signifi cant 
recognition and measurement 
simplifi cations, there may be 
a case for these entities to 
appraise themselves of the 
potential impact.

Differing approaches
Questions can be raised 
over the type of fi nancial 
reporting requirements that 
should apply to SMEs. Some 
of the major world powers 
have differing approaches 
to SME accounting. The 
Chinese Accounting Standard 
for Small Entities was issued 
by the Ministry of Finance 
(MoF) in 2011, having 
used the IFRS for SMEs 
as a reference point when 
developing the standard. 
However, the MoF in Russia 
has said that recent public 
discussions on the use of the 
IFRS for SMEs have suggested 
that the cost of transition 

outweighs the benefi ts to be 
gained by the entities and 
users.  

In the US, there is no 
fi nancial reporting framework 
that SMEs are either required 
or permitted to use for 
preparing their fi nancial 
statements. There is no 
organisation that would 
make a centralised ‘adoption’ 
decision for the use of IFRS for 
SMEs in the US.  

SMEs in the US are 
categorised as ‘private 
companies’ and, as such, 
can select the accounting 
framework that fi ts the 
purpose of its fi nancial 
statements. These 
frameworks can include US 
GAAP, IFRS as issued by the 
IASB, or another basis of 
accounting such as the US 
income tax basis. However, 
the American Institute of 
Certifi ed Public Accountants 
(AICPA) is in the process 

For more information:

www.ifrs.org

of considering comments 
on its proposed fi nancial 
reporting framework for 
privately held small and 
medium-sized entities. 

Thus there can be a wide 
variation in the national 
accounting requirements 
for SMEs. Questions such 
as whether SMEs should 
be required to produce 
fi nancial statements, what 
information they should 
contain and whether they 
should be publicly available 
still need to be answered on a 
global scale. ■

Graham Holt is director of 
professional studies at the 
accounting, fi nance and 
economics department at 
Manchester Metropolitan 
Business School
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly 
roundup of the latest developments in audit, fi nancial reporting, tax and law

Reporting

NFRD
The UK must transpose the 
provisions in the Non-Financial 
Reporting Directive (NFRD) 
into UK law by 6 December 
and apply these regulations to 
reporting years beginning on 
or after 1 January 2017. 

Articles 19a and 29a of the 
Accounting Directive require 
companies or groups that fall 
within its scope to include 
‘in the management report 
a non-fi nancial statement 
containing information to 
the extent necessary for 
an understanding of the 
undertaking’s development, 
performance, position 
and impact of its activity 
relating to, as a minimum, 
environmental, social and 
employee matters, respect for 
human rights, anti-corruption 
and bribery matters including 
a brief description of: 

* their business model 

* information on their policies 
for the areas listed above, 
including any implemented 
due diligence processes 

* the outcome of these policies 

* the principal risks related 
to these matters linked to 
the company’s operations, 
including, where relevant 
and proportionate, its 
business relationships, 

products and services which 
are likely to cause adverse 
impacts in those areas and 
how the company manages 
which risks 

* any relevant non-financial 
key performance indicators’.

The strategic report 
requirements that are similar 
to those in the directive 
mostly apply to quoted 
companies, but the scope of 
the NFRD means there will be 
a small number of unquoted 
companies that fall within the 
defi nition of a public interest 
entity (PIE). These include 
large undertakings falling 
within the defi nition of a PIE. 
The table at paragraph 44 
provides a useful detailed 
comparison of the differences 
between the current UK 
framework and the NFRD.

In addition to just applying 
the regulations, the call for 
evidence highlights that the 
government is ‘also seeking 
views on a number of topics 
that fall outside of the 
government’s transposition of 
the directive’. These include:

* views on presenting the 
annual report and accounts 
as an electronic document 

* views and suggestions 
on any existing reporting 
requirements, which over 
time may have become 
redundant or obsolete.

More at bit.ly/NFRD-reg.

LLPs
The government response 
to the consultation on 
deregulatory changes for 
limited liability partnerships 
(LLPs) and qualifying 
partnerships, which suggested 
realignment with the company 
reporting regime, states: ‘It is 
anticipated that the regulations 

will come into force in the 
summer of 2016. Would LLPs 
and qualifying partnerships 
fi nd it helpful if the regulations 
permitted early adoption of 
the revised framework for 
fi nancial years commencing on 
or after 1 January 2015 where 
these had not been agreed 
prior to the regulations coming 
into force?’

It then highlights that the 
government will provide for 
the early adoption of the 
revised framework for LLPs, 
qualifying partnerships and 
groups that have not agreed 
and fi led their 2015 accounts 
prior to the regulations 
coming into force in 2016. 

In summary, some LLPs that 
have not yet completed their 
reporting may wish to delay. 
More at accaglobal.com/
advisory.

Tax 

Gift Aid
‘Simplifying the Gift Aid donor 
benefi ts rules: consultation’ is 
open for comment until 12 May. 
It recognises the complexity 
of the donor benefi t rules for 
charities and suggests:

* Proposal 1a: removing 
the monetary thresholds 
altogether. This would 
require calculating the ‘net’ 
amount of donations on 
which Gift Aid could be 
claimed by deducting the 
cost of providing donor 

benefits from a charity’s 
gross donation receipts

* Proposal 1b: reducing the 
number of thresholds. 
This would reduce the 
number of thresholds 
from three to one. The 
remaining threshold would 
be expressed in terms of 
the value of the benefit 
as a percentage of the 
associated donation, up to 
the prescribed maximum 
aggregate benefit value. 

It then considers if the 
following can be combined 
with one of the above:

* Proposal 2a: disregard for 
low-value benefits

* Proposal 2b: extra 
statutory concessions – 
legislate split payments, 
averaging method and 
literature concessions

* Proposal 2c: remove 
lifetime benefits

More at bit.ly/ga-simp.

Making tax digital 
Thank you for the comments 
received to date on ‘Making 
tax digital’. The chancellor 
commented on this issue in 
the Budget and we would like 
to hear your views. Send these 
to advisory@accaglobal.com 
with a subject line ‘Making 
tax digital’. Find out more at 
accaglobal.com/advisory.

Alignment of taxes
Ahead of the Budget, the 
Offi ce of Tax Simplifi cation 

Budget update

The 2016 Budget took place as AB was going to press. 
For details of the key issues, see our Budget newsletter 
and guides at bit.ly/ACCABudget16. Members can reuse 
the content as they wish. See also highlights on page 8.
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issued its report on closer 
alignment of income tax 
and national insurance 
contributions (NICs) in which 
it sets out seven steps for 
bringing the two taxes closer 
together. They are:
1 Moving to an annual, 

cumulative and aggregate 
basis for NICs

2 Basing employers’ NICs 
on whole payroll costs and 
renaming the charge

3 Aligning self-employed 
NICs more closely 
with employees’ NICs 
and benefits

4 Improving transparency for 
NICs and the contributory 
principle

5 Aligning the definition of 
both earnings and expenses 
for income tax and NICs

6 Bringing taxable benefits-
in-kind into class 1 NICs

7 Having a joined-up 
approach for income tax 
and NIC laws and practice.

The report highlights that ‘if 
alignment is pursued [it] will 
impact on millions of people 
– it’s estimated that 7.1 million 
will pay less NICs but 6.3 
million will pay more NICs’. 

Section G of the 
report, ‘Comprehensive 
list of misalignments and 
differences’, compares IT and 
NIC legislative differences. 
Section E is devoted to 
international comparisons. 
More at bit.ly/al-nic.

State pension
The government advises that 
‘if you’re 50 or over, you should 
apply for your statement’. The 
new state pension rules have 
been previously highlighted. 
As a reminder, the new state 
pension is based on national 
insurance (NI) contributions 
or credits on your NI record 
before 6 April 2016. Those who 
up to April have ‘contracted 
out’ will in the main receive 
a lower state pension. The 
online service to check your 
pension is accessed via the 
government gateway bit.
ly/govgate, where you can 

EU referendum: both sides of the story

Ahead of the referendum on European Union (EU) membership on 23 June, the Business, 
Innovation and Skills Committee has launched an inquiry that aims to test the business 
arguments on both sides of the debate.The committee will test evidence on a variety of 
issues, including free movement of people, the administrative burden, British trade, market 
access and trade agreements, and the balance of short-and long-term costs and benefits. 
The committee is accepting written evidence until 15 April at bit.ly/bisc-inq. 

The following publications and websites inform the debate:

* Business in Europe: Research Reforms for Sustainable Growth. This CCAB report is based 
on in-depth research with senior influencers in the accountancy profession: bit.ly/ccab-eu.

* Alternatives to membership: possible models for the United Kingdom outside the 
European Union. This government paper looks at potential models for the UK’s 
relationship with the EU, if the UK were to vote to leave: bit.ly/gov-alt.

* The process for withdrawing from the European Union. This government document 
explains the process that would follow a vote to leave the EU, and the prospects for 
negotiations: bit.ly/eu-leave.

* Out campaigns: getbritainout.org, voteleavetakecontrol.org.

* In campaign: strongerin.co.uk. 

check your state pension and 
find out what can be done to 
improve it.

A series of basic guides 
highlight the changes, 
including:

* how the new state pension 
is calculated

* how to increase your 
pension

* NI and your state pension

* self-employment

* deferment

* current state pension

* claiming your state pension 
through your husband, wife 
or civil partner.

The guidance highlights 
the extended time limits 
for making additional 
contributions to ‘fill in gaps in 

tax years which are not already 
qualifying years’. Instead of 
payment filling in gaps in 
the previous six years, there 
are special arrangements ‘if 
you reach state pension age 
on or after 6 April 2016. You 
have until 5 April 2023 to pay 
voluntary contributions to 
make up gaps between April 
2006 and April 2016.’ More at 
bit.ly/st-pen. 

Employment allowance
The Employment Allowance 
(Increase of Maximum Amount) 
Regulations 2016 increase 
the employment allowance 
from £2,000 to £3,000, while 
The Employment Allowance 
(Excluded Companies) 

Regulations 2016 now exclude 
limited companies where 
the director is the sole paid 
employee from April.

Export

Export information
From 8 April, as part of 
the open data initiative, 
HMRC will start to publish 
information relating to 
exporters and the goods 
they export. The intention is 
to facilitate trade, boost UK 
growth and help exporters 
to find new markets. The 
information will include:

* exporter’s name and address

* commodity code (for 
product identification) »
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* description of the 
commodity code covering 
the goods

* month and year of export.
The guidance explains 
how businesses can ‘opt-
out’ from having their 
information published. 
This is also extended 
to the already available 
importer information. 

You can find out more at 
bit.ly/hmrc-exp.

Law

Ownership and control
All companies and LLPs 
will be required to maintain 
a ‘People With Significant 
Control Register’ from 6 
April. Information should 
be forwarded to Companies 
House with a confirmation 
statement from 30 June. 
More at accaglobal.com/
advisory.

Patent rules
The government has issued a 
call for evidence on revisions 
to patent application and post-
grant processes. The intention 
is to ‘simplify processes for 
customers, increase legal 
certainty and take account of 
modern ways of working’. 

A key question is whether a 
business would be more likely 
to register its assets following 
the proposed changes and 

whether anything can be done 
to increase registration.

You can view the call 
for evidence, which invites 
comments by 22 April, at bit.
ly/pat-prop. You may also wish 
to view IP Equip, a learning 
tool that will help you to 
recognise intellectual property 
(IP) rights, at bit.ly/ipequip.

SARs
The National Crime Agency 
has published its 2015 
suspicious activity reports 
(SARs) report. It is perhaps 
unsurprising that the volume 
of SARs submitted to the UK 
Financial Intelligence Unit 
continues to rise annually. This 
year was no exception, with 
the total increasing by 7.82% 
on the previous year.

The largest submitter of 
SARs continued to be the 
banking sector (83.39%). 
Accountants’ and tax advisers’ 
reporting showed a slight 
decrease, down from 4,930 
to 4,618 (1.21% of the total). 
More at bit.ly/nca-sar. 

Accountex
Join the ACCA team and 
friends at Accountex at ExCel 
London on 11 and 12 May, 
the only event that brings all 
parts of the sector together, 
from senior partners, practice 
managers and accountants to 
financial directors and finance 
professionals. ACCA will 
once again have a stand and 
lecture theatre where you can 
hear speakers talk on themes 
such as making tax digital, 
FRS 102 implementation, how 
to promote your business via 
awards, current legal claims 
and how to avoid them, 
cybersecurity, and how to 
thrive in a challenging world 
of  change.

Our speakers to entertain 
and inform you include Charles 
Gubbins, Margaret Zuppinger, 
Mark Lee and Kevin Reed. You 
can see a full list at accountex.
co.uk. Register for your 
free ticket(s) now at bit.ly/
Accountex2016. ■

Get to grips with cybersecurity

Everyone is talking about cybesecurity, and ACCA is one of several organisations to have 
issued reports on this area (bit.ly/ACCA-cyber). What does it mean for businesses? Over 
8% of large companies have reported some form of security breach, costing on average 
between £600,000 and £1.5m, and attacks on SMEs are increasing dramatically. Reported 
cases show 2,460,000 instances of computer misuse; 404,000 of unauthorised access to 
personal information; and the cost of fraud for UK businesses at around 3% of total business 
expenditure. For many businesses there are obvious risks such as disruption of supplies, 
sales and the loss of cash, but two other areas stand out:

* potential legal action from individuals and companies for loss of their data by a business

* reputational damage, which can spell the end of a business.
What can be done? Lockton, in a recent article for practitioners, advised: ‘Protect your clients 
and your business: make sure you and your colleagues are aware of the risks and how to 
protect against them. Simple steps you can take now to help protect your business include: 
1 Keep cybersecurity front of mind – regular training and visual reminders around the office.
2 Never reveal your bank account security information on a website or over the phone.
3 Require two people to set up or authorise any high-value payments.
4 Ensure your systems are up to date. At a minimum: do NOT use Windows XP; Internet 

Explorer v8 or run your systems on Microsoft Server 2003.
5 Ideally do not use a free email account such as Gmail, Hotmail or Yahoo mail, or share 

documents with Dropbox (unless you encrypt the document first).
6 Do not access confidential information on an insecure (un-password protected) wifi network.’
Clearly education and being able to demonstrate that appropriate steps have been taken 
are essential requirements for both boards and practitioners. Useful starting points are: 

* Cyber essentials scheme: overview: bit.ly/gov-cyber

* The Centre for the Protection of National Infrastructure (CPNI) bit.ly/gov-cpni

* HMRC: bit.ly/hmrc-cyb. 
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Devo tax
With the regional administrations of Wales, Northern Ireland and Scotland all seeking 
tax-raising powers, it could be time to prepare for four different UK tax regimes

The tax system in the UK 
is fragmenting. Different 
taxes, or different rates of 
the same tax, are being 
applied in the countries 
that comprise the United 
Kingdom. It appears that we 
are slowly moving towards 
four separate tax systems 
within the UK. This will 
have a signifi cant impact on 
businesses, individuals and 
their advisers. 

Why is this happening? 
The pressure for devolution 
of political power away from 
centralised control in London 
is strong. It has resulted in the 
establishment of independent 
assemblies for Wales and 
Northern Ireland, and a 
separate Scottish parliament. 
But without tax-raising powers, 
these local governing bodies 
risk being seen as talking 
shops with little control over 
their share of the national tax-
take. To make devolution more 
meaningful, some revenue 
must be raised locally. 

Although you will be 
familiar with the basic national 
taxation requirements, here 
is a recap and an update on 
some areas where divergence 
can be expected.

Rates and charges
Business rates are a property 
tax collected by local 
authorities and handed over 
to central government. The 
revenue raised from business 
rates is then distributed back 
again to local councils under a 
complicated formula. 

The level of the business 
rate (pence per £1 of the 
rateable value of a property) 
is set by central government 
for properties in England and 
Wales, but relief from business 
rates is determined separately 
by the Welsh Assembly 
for Wales and by central 
government for England. 
The Scottish parliament has 
complete control of business 
rates in Scotland and is 
reviewing their operation. 
Northern Ireland operates a 
separate system of rates on 
commercial properties. 

regulation relating to carrier 
bags, defi ning what bags 
are covered and the various 
exemptions from the charge. 
It appears to be entirely 
coincidental that the charge is 
identical across the UK at 5p 
per bag.

In fact, in all the regions 
with the exception of Northern 
Ireland, the carrier bag charge 
is a minimum unit price rather 
than tax that is remitted to 
government. In Northern 
Ireland the retailer must pay 
the full 5p charge to the local 
Department of Environment. 
This means the VAT treatment 
of carrier bags differs in 
Northern Ireland from the rest 
of the UK.

Land taxes
Taxes relating to land have 
been the fi rst to be fully 
devolved, as there is no 
argument over where land is 
situated, and therefore which 
governing body should receive 
the tax proceeds. Since 1 April 
2015 the Scottish government 
has levied its own landfi ll tax 
and a duty on the purchase of 
land or buildings, called land 
and buildings transaction tax 
(LBTT). These taxes replace 
the UK-wide landfi ll tax and 
the stamp duty land tax (SDLT) 
for land in Scotland.

When designing LBTT, the 
Scottish parliament picked 
a progressive system that 
applies a separate rate of duty 
on the portion of the purchase 
price that falls within each rate 
band. The existing SDLT used 
a slab system that imposed 
one rate of duty on the entire 
purchase price, with the rate 
determined by the highest 
tax band that the property 
value fell into. 

Different rates 
and exemptions 

for VAT and other 
taxes between the 

different parts of 
the UK should be 
expected sooner 

or later

In December 2014 the UK 
government changed the 
rates of SDLT and switched 
to a progressive system for 
residential properties, but not 
for commercial properties. 
Scotland responded by 
tweaking its LBTT rates, just 
three months before the tax 
was due to come into force. 
This marked the start of tax 
competition between the UK 
and Scottish administrations. 

This game continued 
with the announcement on 
25 November 2015 of a 3% 
supplement to SDLT, which 
applies to the purchase of 
second homes and buy-to-
let properties from 1 April 
2016. Scotland immediately 
responded by proposing 
a 3% supplement to LBTT 
to apply from the same 
date and apparently to the 
same classes of residential 
properties. However, until the 
regulations for both those 
SDLT and LBTT supplements 
have been released, we won’t 
know what the differences will 
be in the application of those 
supplements. 

Life for accountants and 
lawyers will become even 
more interesting when the 
Welsh Assembly implements 

The carrier 
bag charge was 
introduced at 
different times in 
Northern Ireland, 
Wales, Scotland 
and England, 
with the rules for 
the charge set 
separately by each 
local assembly 
or parliament. 
As a result, there 
are now four 
different sets of 
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long-haul fl ights departing 
from Northern Ireland. This 
is needed to persuade 
passengers to fl y from Belfast 
instead of taking a cheaper 
fl ight from Dublin.

The future 
The devolution of taxes set 
out above is only the start, and 
different rates and exemptions 
for VAT and other taxes 
between the different parts of 
the UK should be expected 
sooner or later. For instance, 
the Northern Ireland Assembly 
is investigating whether a VAT 
cut could promote growth in 
the region’s tourism sector. 

The Scotland Bill 2015/16 
gives the Scottish parliament 
the power to alter income tax 
bands and rates in Scotland, 
in place of the single SRIT 
that applies from 6 April 2016. 
Air passenger duty and the 
aggregates levy will also be 
fully devolved to Scotland.  

The Welsh Assembly is to 
be given the power to alter 
income tax rates in a manner 
similar to Scotland, without 
fi rst having to conduct a 
referendum on the issue. ■

Rebecca Cave, journalist

Scotland. A separate set of 
conditions regarding the 
location of a person’s main 
home will underpin the 
applicability of SRIT.

SRIT is not a fully devolved 
tax, as responsibility for 
collecting and managing 
income tax will remain with 
HMRC and not go to Revenue 
Scotland, which administers 
the devolved taxes: LBTT and 
Scottish landfi ll tax. 

See also the article on SRIT 
on page 26.

Corporation tax 
Corporation tax is levied on 
profi ts that arise within the 
UK and that are made by 
companies that are resident 
in the UK or operating from 
a permanent establishment 
in the UK. The rate of 

Income taxes 
Income tax is generally 
imposed on the worldwide 
income of individuals resident 
in the UK, with special rules 
for non-domiciled individuals. 
The statutory residence test 
was introduced from 6 April 
2013 to bring certainty to the 
decision as to when a person 
becomes resident, or ceases 
to be resident, in the UK. 

The Scottish rate of 
income tax (SRIT) will apply 
from 6 April 2016 to certain 
categories of income (it will 
not cover savings or dividends) 
for Scottish taxpayers. A 
Scottish taxpayer is resident 
in Scotland (there are 
special rules for members of 
parliament), but the statutory 
residence test is not used to 
determine who is resident in 

corporation tax is currently 
20% for all companies trading 
in the UK (with the exception 
of the oil and gas industry). 

The Corporation Tax 
(Northern Ireland) Act 2015 
gave the Northern Ireland  
Assembly the power to set 
its own rate of corporation 
tax for companies that trade 
in that region. The rate 
chosen is likely to be close 
to 12.5%, which is the rate of 
corporation tax that applies 
to the trading income of 
companies in the Republic 
of Ireland. Companies that 
are due to pay the Northern 
Ireland rate of corporation tax 
will have to apportion their 
profi ts between their trading 
activities in Northern Ireland 
and in the rest of the UK.  

 
Air passenger duty
Tax competition within the 
island of Ireland has been 
used to justify a nil rate 
for air passenger duty on 

its own landfi ll disposals tax 
(LDT) and land transaction 
tax (LTT) from 1 April 2018. 
The enabling legislation is 
currently passing through the 
Welsh Assembly.
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Room for improvement
The viability statements published so far have provided little insight into management’s 
judgments or processes, or into the most relevant risks, says Mark O’Sullivan

The viability statement 
was always going to be a 
challenge. It was designed 
to ‘strengthen the focus of 
companies and investors 
in the longer term and 
the sustainability of value 
creation’ and to reflect ‘a sea 
change in thinking about the 
assessment and reporting of 
risk and business prospects’.

Now, 18 months after 
companies started to wrestle 
with the viability statement, we 
have an idea of where we might 
end up after year one. Our 
expectations that it would prove 
difficult are being borne out. 

Based on our analysis of 
over 25 reports for September 
and December 2015 year-ends, 
the impact internally has been 
positive. Many companies 
have put projects in place to 
measure existing processes 
against the Financial Reporting 
Council’s supporting guidance 
and emerging practices. 
Companies have generally 
taken seriously the emphasis 
on integrating the assessment 
of risks and prospects in 
the code and are revisiting 
their risk management. But 
once agreement internally 
has been reached on the 

period to choose (the default 
being between three and five 
years, with a preference for 
the former) and the board 
has breathed a sigh of relief, 
companies have tended to 
draft high-level disclosure that 
explains that a process has 
been followed, but provides 
little insight into the process 
itself or the judgments made.

Having said that, good-
quality viability statements are 
emerging, and some industries 
such as the property sector are 
taking a lead. But they remain 
in the minority, with only 30% 
of companies providing insight 
on the risks most relevant 

to viability or on 
the assumptions 
underlying the 
statement. 

If the statement 
is to deliver on 
what was intended, 
it will need to go 
beyond box-ticking 
and provide real 
value, without 
threatening 
commercial 
sensitivities. We 
would like to see 
viability statements 

that take the requirement back 
to first principles. 

Earlier this year, we 
published an illustrative 
viability statement that 
we think reflects what it 
was originally designed 
to achieve, based on our 
experience to date and the 
best practices we’ve seen. 
The way we see it:

* the assessment of prospects 
and viability are two 
different things: when 
they’re freed from the 
restrictions imposed by 
the wording of the formal 
statement, companies are 
able to think more broadly 
and longer-term – just what 
the statement was intended 
to achieve

* the assessment should 
focus as much on what the 
directors think is likely to 
happen as what they do not 
expect to happen – what 
are the key assumptions 
underlying the plans?

* the requirement to take 
into account the principal 
risks is best met by 
explaining what ‘severe but 
plausible’ scenarios could 
realistically derail the plan

* it should be clear whether 
the exercise was difficult or 
straightforward, whether 
this is done through talking 
about the company’s track 
record or the outcome of 
its scenario-testing.

We’re realistic about some of 
what we’ve suggested in our 
illustrative statement; it may jar 
with the natural conservatism 
of preparers in year one, as well 
as the general tendency to see 
transparency about risk as a 
risk itself. So it’s encouraging to 
see that many companies are 
incorporating our suggestions, 
and we’re confident that our 
statement may indicate some 
directions in which good 
practice will develop over the 
next few years. 

To maintain this positive 
momentum, companies will 
need to be inspired by good 
practice, pressurised by 
competition and challenged 
by those reading what they’ve 
done. So we’re also pleased 
with the positive reaction to our 
suggestions from investors who 
we’ve road-tested them on. 

There is evidence 
of dissatisfaction in the 
market, with short periods 
being chosen by long-term 
businesses; our distinction 
between the assessment of 
prospects and the formal 
viability statement could really 
help to bridge this emerging 
expectation gap between 
investors and companies. ■

Mark O’Sullivan is head of 
corporate reporting at PwC

If the statement 
is to deliver 

on what was 
intended, it will 

need to go beyond 
box-ticking and 

provide real value 

For more information:

See PwC’s illustrative 
viability statement at 

pwc.to/1RPLrJA
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Snapshot: external audit

We are living in a world of 
disruption where megatrends 
are revolutionising how we live 
and work. Climate change and 
technological breakthrough are 
just two of the trends reshaping the 
external audit.  

Digital technologies mean that 
external audits are being delivered in 
very different ways. Auditors can use 
intelligent algorithms to interrogate 
millions of transactions at the 
push of a button, and advances in 
machine learning mean the artifi cially 
intelligent auditor is not too far off. 
Future audit professionals may need 
to be data scientists, knowledge 
curators and systems engineers.  

Climate change has forced 
society to realise that the pursuit of 
fi nancial gain above all else cannot 
continue. But our current corporate 
reporting and audit model is 
predicated on fi nancial capital and 
return. The millennial generation 
cares as much about social capital 
and environmental capital – and 
expects corporate reporting to 
report performance in these areas. 
This performance information 
needs to be trusted, so assurance 
providers have a key role to play.    

There’s no doubt that the 
external audit is undergoing 
fundamental change, and the skills 
and knowledge of our people also 
need to evolve. But there’s also a 
constant – and that’s a commitment 
to high ethical standards.  

Gilly Lord, head of regulatory 
affairs, PwC

The view from

When I left school I knew I didn’t 
want to go to university. I joined an 
apprenticeship scheme with a small-to-
medium sized practice where I worked full-
time and studied for AAT in the evenings 
and weekends. After a three-year career 
break I returned to the UK and joined 
Grant Thornton, where I started studying 
for the ACCA Qualifi cation. I quickly 
realised how rigorous it is. To be successful 
you need to strike a fi ne balance between 
studying and working. My line manager 
was supportive, recognising when I needed 
a study day or to leave work on time for 
evening classes.

As an assurance manager my time is split 
between managing client relationships 
and project management. I have a 
portfolio of seven clients, with a team of 

fi ve people working on each audit. Clients 
include the NHS, local government and 
not-for-profi t housing associations. 

I particularly enjoy visiting clients. I 
mostly talk with their directors of fi nance 
and chief executives. Stepping into their 
world provides a deeper understanding of 
their challenges. It allows us to tailor our 
audit appropriately. I am passionate about 
– and have a genuine commitment to – the 
public sector.

Networking is key, especially in 
the public sector. People do move 
between organisations, and a strong 
network is essential for keeping on 
top of developments. I also sit on the 
Birmingham Accountants Network Group 
Committee. We organise events for both 
qualifi ed accountants and other qualifi ed 
professionals.

Participating in ACCA’s Leaders of 
Tomorrow programme has allowed 
me to network nationally and engage 
with fellow accountants from a range 
of sectors and organisations. I have 
particularly benefi ted from the Myers-
Briggs personality profi ling. It has 
provided fresh insight into who I am and 
why I do certain things. It benefi ts me 
as a line manager and has improved my 
understanding both of people and of how 
to tackle tricky situations.

It is very rewarding to work at Grant 
Thornton. Within fi ve years I’d like to 
become an associate director. Becoming a 
partner is a long- term goal. I have a mentor 
here and am on the lookout for an external 
coach to help me with my goals.

I am also a school governor, having been 
asked by a colleague to step into the 
role when she went on maternity leave. 
As the school’s ‘responsible offi cer’ 
I provide them with an internal audit 
service. I really enjoy this, as it helps keep 
my audit skills fresh and provides an 
opportunity to give something back to my 
local community. ■

Laura Hinsley ACCA, assurance manager at Grant Thornton, 
and participant in ACCA’s Leaders of Tomorrow programme

I have particularly 
benefited from 

the Myers-Briggs 
profiling. It has 
provided fresh 

insight into who I 
am and why I do 

certain things
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Up your gameUp your game
The raising of the audit exemption threshold is a challenge but also an opportunity 
for practitioners to offer broader assurance and form deeper relationships with clients

Small companies whose vital 
statistics for two consecutive years 
fall below a new, higher threshold 
(see box) will no longer be required 
to have an audit. The move realigns 
the audit exemption threshold with 
small company limits and comes into 
effect for fi nancial years beginning 
on or after 1 January 2016.

In reaching its decision, the 
Department for Business, Innovation 
and Skills (BIS) has been swayed by 
arguments that delinking the audit 
exemption threshold from the small 
company limits (set by the UK at the 
maximum allowed in the EU) would 
increase complexity in the fi nancial 
reporting framework, and that a rise 
was needed to adjust for infl ation. 
Counter-arguments warning of a 
greater risk of poor fi nancial reporting 
were considered but set aside. 

ACCA’s response to the increased 
threshold is pragmatic, framed in 
the light of the restrictions imposed 
on UK regulations by the EU’s 2013 
accounting directive. As Andrew 
Gambier, head of audit and assurance 
at ACCA, explains, small companies 
that apply fi nancial reporting standard 
FRS 102 can, under the EU directive, 
be required to make a maximum of 
only 13 disclosures. 

However, their fi nancial statements 
are still required to give a true and 
fair view. So what happens when an 
auditor thinks that a company should 
add an extra disclosure to achieve that 
true and fair view, but the directors 
are unwilling and point to the limited 
requirements of FRS 102? 

‘We could foresee quite a diffi cult 
set of negotiations between auditors 
and preparers in situations where 
the preparer doesn’t really want an 
audit,’ Gambier says. ‘Therefore, very 
reluctantly, we conclude that we are 
better off not requiring companies to 
have an audit at all in that situation, 
and allowing those that really want an 

Audit exemption threshold

Turnover

Balance sheet total

Number of employees

£10.2m

£5.1m

50

£6.5m

£3.26m

50

New Old
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audit to go and get it.’ However, without 
the complexity caused by the limit of 13 
disclosures alongside the requirement for 
a true and fair view, ACCA would rather 
have kept more companies subject to the 
statutory audit requirement, seeing it as a 
valuable contributor to the achievement of 
high-quality fi nancial reporting. 

As for audit fi rms, while they might be 
expected to wring their hands at the latest 
slice of mandatory audit work being taken 
away, this doesn’t seem to be the case.

Eye on the long term
One reason is that many companies 
eligible to drop their audit will refrain 
from doing so. Although around 7,400 
companies are likely to be allowed 
exemption, the government expects that, 
based on current practice, 4,400 will retain 
the external audit. This may be because 
they value it or because of external 
market pressures. Banks and other fi nance 
providers, for example, may look more 
favourably on companies with audited 
accounts or even require an external audit 
before providing fi nancial backing. 

Myfanwy Neville, partner with London/
Cambridge-based fi rm BKL Accountants, 
says: ‘When the thresholds changed last 
time, a few of our clients who became 
exempt still wanted the rubber stamp of 
the audit. They wanted the comfort that 
somebody independent was looking at 
the fi gures and their systems – having 
a look under the car bonnet to check 
everything is OK.’ 

limited form of assurance compared to 
an audit.’ 

Non-audit assurance could include 
a review offering a lower level of 
assurance than an audit, with less detail 
and a lower price tag. Companies 
could also opt for internal controls 
assurance, giving them comfort on the 
design and operating effectiveness of 
fi nancial reporting systems.

Lamb sees these latest changes 
to the audit exemption threshold 
as an opportunity for proactive and 
innovative accountants that serve 
growing businesses. ‘When you 
remove regulation, the need for more 
and better business advice is strong,’ 
he says. ‘As clients grow, their needs 
become more widespread. We have 
developed skills and competencies to 
be able to meet those needs.’

However, some have warned that 
raising the audit exemption threshold 
could increase the risk of fraud, with 
large unaudited businesses potentially 
hiding criminal – or even terrorist – 
activity. But this view isn’t universal. 
Gale, for example, doesn’t necessarily 
see a rise in the audit threshold as 
problematic. ‘Removing the statutory 
audit requirement doesn’t necessarily 
lead to a wholesale risk of fraud 
among these businesses,’ he says. 
‘We support a deregulatory agenda, 
which will encourage business growth 
and entrepreneurship.’ As he points 
out, some safeguards are in place – for 
example, requiring subsidiaries of larger 
groups to be audited and protecting 
the rights of minority shareholders.

The shadow of the EU inevitably 
falls on any discussion of small 
company limits and the audit 
exemption threshold. So what happens 
in the event of Brexit? One day we 
could be debating these issues all over 
again, but in a purely UK context. In 
any case, BIS will be watching out for 
any negative impacts of increasing 
the audit exemption threshold, 
warning that it will ‘respond quickly 
should evidence emerge that further 
action is required to ensure that the 
UK continues to have a world-class 
fi nancial reporting and assurance 
framework which meets the needs of 
users and regulators’. ■

Sarah Perrin, journalist

She also notes that growing 
companies may become audit-exempt 
for a few years but cross the threshold 
again a few years later. ‘The fi rst year 
that they need an audit again, it may be 
quite expensive [if they haven’t continued 
to have an audit in the interim] because 
the auditors would need to look at the 
comparative fi gures too,’ Neville says. 
So for growing businesses, temporarily 
abandoning the audit might represent 
‘a short-term saving that doesn’t really 
benefi t them in the end’. 

A second reason for audit fi rm 
optimism is that, even when clients decide 
they no longer want or need a formal 
external audit, they may still seek some 
other form of assurance. ‘Businesses 
can get a lot of value from an audit-type 
assurance product that we make bespoke 
to them,’ Neville says. 

Essential role
Steve Gale, head of professional 
standards at Crowe Clark Whitehill, 
says: ‘There can be some reasonably 
complex businesses with turnover of £8m 
or £9m. The vast majority will still want 
the involvement of fi nance professionals 
and accountants. There is an essential 
role for advisers such as ourselves in 
helping businesses achieve their aims. 
As a profession, we need to adapt and 
develop assurance offerings that support 
business owners and directors.’

Mark Lamb, head of owner-managed 
businesses at Moore Stephens, agrees. 
‘Some business owners may be left feeling 
exposed if they have no independent 
checks,’ he points out. ‘We make it our 
business to advise clients on the best 
approach, and there are various non-audit 
services available that can deliver a more 

‘When you remove 
regulation, the 

need for more and 
better business 

advice is strong’
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Chances are, you’ve heard of 
blockchain. It is, after all, the 
technology platform on which the 
notorious digital currency bitcoin is 
built – a currency that threatened 
to rewrite the rulebook of modern 
finance. But while bitcoin has received 
all the headlines since entering the 
scene in 2008 because of its disruptive 
nature, pricing volatility and occasional 

use by the criminal underworld, what 
is now making the news is blockchain, 
the distributed ledger technology that 
underpins bitcoin (see box). 

Speaking at the London School of 
Economics in March, Ben Broadbent, 
deputy governor for monetary policy 
at the Bank of England, described the 
impact that distributed ledgers might 
have. ‘In principle, this technology 

could be applied to many things, not 
just the exchange and registering of 
financial assets,’ he said. ‘Distributed 
ledgers might eventually be used for 
a wide variety of government services, 
including the collection of taxes, the 
delivery of benefits – potentially including 
new “smart” transfers that could target 
particular groups, the keeping of business 
registers and other things besides.’

Blockchain technology is changing the way business processes and supply chains are 
managed, and could revolutionise corporate reporting and audit

The blockbuster
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For finance professionals, this is all 
well and good, but the real interest 
lies in understanding how distributed 
ledgers might affect the financial 
reporting and audit process – whether 
CFOs and their teams will soon be 
recording their organisation’s cash 
position in a distributed ledger rather 
than a centralised ledger. And for this, the 
picture is much less clear. 

In January this year, the government 
published a report by chief scientific 
adviser Mark Walport, called Distributed 
ledger technology: beyond blockchain. 
The report explores in detail the impact 
that blockchain technology could have 
on our financial system, and its ability to 
‘record, enable and secure an enormous 
range of transactions’.

Real-time reporting
When the report was published, many 
observers were quick to get involved and 
ride the wave of enthusiasm and interest 
that has exploded around the subject, not 
least from the Big Four. 

‘Blockchain will do to corporate 
reporting and financial transactions 
what the internet did to knowledge,’ 
proclaimed Hywel Ball, UK head 
of assurance at EY, in a statement 
released shortly after the report’s 
publication. ‘It could fundamentally 
change the role of the finance function 
and has huge implications for us as 
auditors,’ he declared.

He went on to argue how the 
blockchain technology that underpins 
bitcoin has the potential to ‘transform 
the speed of corporate reporting’. And, 
because transactions can be recorded 
and logged in real-time, ‘blockchain could 
allow a company to publish its “annual” 
results on an almost daily basis’. 

Speaking to AB, however, Ball is a 
little less bullish in describing just how 
impactful blockchain might be on the 
finance function – at least in the short 
term. ‘You can imagine, if you’ve got an 
immediate, single version of the truth, 
your ability to do corporate reporting very 
quickly will be accelerated,’ he says. 

This may well be true, but the concept 
of individual companies using their own 
distributed ledgers for real-time corporate 
reporting seems far-fetched, at least in the 
near term. The technology seems better 
suited to supporting more isolated and 
defined applications. 

‘We were talking to a blockchain 
company in the US recently that’s trying 

to develop a private blockchain for the 
oil service industry,’ explains Ball. ‘So 
you actually have payment processing, 
services, goods and transactions for an 
area – and that could be, for example, 
the Gulf of Mexico – so the whole 
supply chain then gets paid using 
the blockchain.’

How to interact
While such scenarios are by no means 
unlikely – there are several similar projects 
already taking place today – they are 
isolated and designed to support a closed 
group of organisations and individuals for 
a given purpose. And, in such scenarios, 
there will quickly be implications for the 
accounting and audit profession, says 
Ball. ‘You better start thinking – maybe 
not this year, but fairly quickly – how you 
then interact with that blockchain in order 
to get the information you need for your 
corporate reporting,’ he says.

Not everyone, though, is convinced. 
Michael Mainelli FCCA, a member of 

ACCA’s Corporate Governance Forum, 
chairman of commercial think-tank  
Z/Yen and blockchain expert, believes 
the profession won’t be immediately 
affected. ‘If we divide the profession into 
accounting and audit, I can’t imagine the 
profession is going to see much change, 
really,’ he says. ‘These are ledgers. They’re 
databases. It doesn’t even have to be 
financial data.’

Mainelli’s argument is that while 
distributed ledgers will be disruptive, their 
use in corporate reporting will be more 
limited and ‘only in cases where there is 
some sort of large, mutual operation; so, 
for example, wholesale insurance’. 

However, Mainelli does concede that 
distributed ledgers could be used to 
provide a more timely view of corporate 
cash positions, and he is working with 
two organisations on projects in this area. 
‘They’re looking at using these distributed 
ledgers as ways of ensuring that they’ve 
got a common ledger across the group 
that will give them a much better, overall 
real-time position of where they stand,’ he 
says. ‘That’s an interesting example, where 
EY sort of has a point.’

It seems, then, that the jury is still out 
on the impact that distributed ledgers will 
have on corporate reporting and audit. 
As always in the case of new, intellectually 
stimulating and often complex 
technological developments, there is a 
degree of spin and hype surrounding the 
whole subject. 

But watch this space. After all, it’s not 
every day that something as fundamental 
as the general ledger gets disrupted. ■

David Rae, journalist

Blockchain could 
allow a company 

to publish its 
‘annual’ results 

on an almost 
daily basis

Block what?

A distributed ledger is an inherently simple concept. Essentially, it is a database 
of assets or transactions that can be shared across multiple nodes in a network so 
that each participant has their own identical copy of the ledger, and every copy 
of the ledger across the network is updated almost simultaneously when any of 
those participants makes a change to it.

In the case of blockchain, each transaction, or database entry, is recorded as a 
‘block’ of data, and each new block has an encrypted copy of the previous block 
within it, so connecting the two together. Blocks are then linked together using 
cryptographic signatures, creating a ‘chain’ of activity or transactions that are 
timestamped, distributed according to their nature and tamper-proof. 

In short, blockchain creates an incorruptible ledger of blocks of information, 
and the information it stores can be potentially anything, from the ownership 
of works of art, to copyright information and financial transactions. Distributed 
ledgers can be public or private. Bitcoin was based on a public model, so anyone 
could own a copy of the ledger and update it.
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Small fi rms, big challenges
Growth, competition and managing the business are just some of the challenges faced 
by small and medium-sized practitioners, as our roundtable discussion revealed

Life for small and medium-sized 
practices (SMPs) can be challenging 
as well as rewarding. We brought fi ve 
SMP representatives together for a 
roundtable discussion of the issues they 
face and the opportunities they see.  

The growth challenge tops the list for 
sole practitioner Bintou Jagne FCCA from 
JNS Chartered Certifi ed Accountants in 
Birmingham. ‘Growth is the biggest issue 
in terms of attracting the right client base 
– how we market ourselves and screen 
potential clients,’ she says. 

As all roundtable participants agreed, 
in the early years an SMP tends to accept 
any client that comes their way. Only once 
a critical mass has been reached can it 
become more picky and focus on higher-
quality, more value-generating clients. 

Reputation and referral are seen as 
more reliable than advertising or marketing 
in driving growth. ‘I’ve spent around £1,000 
on marketing in the 10 years since I started 
my practice, and I don’t do social media,’ 
says Russell Geary FCCA, founder of RDG 
Accounting in Nottingham. The fi rm now 
has two partners and nine staff. Referral 
and reputation have been vital for RDG’s 
growth, with clients ‘buying into what I 
believe in, my ethics and how I want to do 
business’, Geary says. 

This is also the experience of Paul 
Weber FCCA, partner at insolvency 
specialist Leigh Adams in London. ‘All 
my referrals have been built up through 
personal recommendation,’ he says. 

‘I occasionally get people ringing me 
up after looking at the website, but I’m 
always sceptical because they want free 
advice. I always tell them I don’t give 
advice over the phone, but it’s fi ne if they 
want to come and see me.’

Several of the SMPs represented at the 
roundtable have achieved a step-change 
in their revenues by acquiring other 
fi rms. RDG, for example, has purchased 
two other practices in its 10-year history. 
‘Organic growth is good, but if you want 
to move to the next level, you have to go 
and buy fees,’ Geary says. 

Paul Bithrey FCCA, a director of 
Luton-based practice Foxley Kingham, 
also sees value in acquisitions. ‘We have 
bought three fi rms over the last eight 
years, which is how we have managed 

to get our turnover from £1.5m to nearly 
£4m,’ he says. ‘If you go out and advertise 
and run a marketing campaign, there’s no 
guarantee you will get anything from it. 
But if you do your due diligence and buy 
fees, you know you will get something 
back from your investment. How much 
you gain is down to you.’

As SMPs grow, so the management 
challenge increases. Geary brought in a 
co-director to be his practice manager. 
‘That’s the best thing I ever did,’ he says. 
‘I’m free to go out and sell to clients.’ 

One challenge when managing growth 
is to develop a cohesive leadership team. 
‘When you take on partners you need 
to run the fi rm as a business, not as a 
set of sole practitioners who occupy a 
building,’ Bithrey warns. ‘You need to 
get common practices running through 
the fi rm. The partners need to accept 
cabinet responsibility for how you run 
the business. In our fi rm, inside the 
boardroom we may have different views, 
but outside the boardroom we all say the 
same things.’ 

Competitive threats
While SMPs are focused on growth, they 
are aware of competitive threats, such 
as the challenge posed by unqualifi ed 
and unlicensed practitioners. Jagne 
says: ‘Clients are price-conscious – Mr 
Unqualifi ed next door can do something 
for half the price. And then there are 
people who are qualifi ed but not licensed 

‘Organic growth 
is good, but if you 

want to move to 
the next level, you 

have to go and 
buy fees’

◄ Concerns
Suresh Damodararu 
of Tax Partners and 
Russell Geary of RDG 
Accounting (pictured 
right)
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– I am also competing with that individual. 
There’s been some talk around protecting 
the word “accountant”, but that’s never 
going to happen. What the profession can 
do collectively is to try to create some sort 
of stamp where the licensed practitioner is 
differentiated from the qualifi ed individual 
who opens up a bookkeeping fi rm.’ 

At the other end of the spectrum from 
unqualifi ed and unlicensed practitioners 
are the Big Four fi rms now crowding the 
SME marketplace with their new online 
or cloud-based service offerings. SMPs 
have some concerns. Suresh Damodararu 
FCCA, a director of London-based Tax 
Partners, thinks the Big Four initiatives 
‘may not be very effective’ because most 
SMEs are simply too small for them. 
However, businesses in the £1m-£5m 
turnover range may well be attracted. 
‘These guys would typically come to us, 
but would prefer a PwC or KPMG stamp,’ 
he says. Nevertheless, he suggests that 
the Big Four ‘cannot afford to provide 
advisory services to these smaller fi rms at 
a reasonable price’. 

Geary believes the Big Four fi rms 
cannot match the personal service he 
offers. ‘I have a relationship with the 

directors in my client businesses,’ he says. 
‘They know they can talk to me. The only 
reason they would look at someone else is 
if I made a mistake.’ 

Threats aside, the Big Four can actually 
be a good source of work for SMPs. ‘We 
get quite a lot of work from a Big Four 
fi rm,’ Bithrey says. ‘They send us work 
that’s not economical for them to do 
– what we consider economical is very 
different. And they tend to have more 
confl icts of interest.’

Going multidisciplinary
SMPs could also increase their 
client appeal by teaming up with 
other professionals. ‘We may see 
multidisciplinary offerings,’ Weber 
suggests. ‘You’ll get a solicitor teaming 
up with an accountant, an architect or a 
surveyor. Clients may want advice that 
crosses between them. In my profession, 
insolvency, we are a mixture of an 
accountant and a lawyer. So maybe that’s 
a direction SMPs should consider.’

Other challenges facing SMPs include 
the rising audit threshold (reducing audit 
income) and the growing compliance 
burden being passed down by HMRC, 

such as real-time information, which 
clients need help with but don’t want to 
pay much for. Damodararu also notes 
the growth of ‘disguised employment 
masquerading as businesses’, creating 
clients who just want basic compliance 
services that can easily be automated 
or provided by non-professionals. 
Nevertheless, SMPs need to offer 
compliance services, particularly payroll 
support, to prevent clients being poached.

Providing such services does require 
investment in technology, but modern 
IT is at least more affordable than in 
the past, can be accessed through 
cloud-based providers and can radically 
increase productivity. 

What all SMPs keep coming back to, 
however, is that their success depends 
on their personal skills. Weber puts it like 
this: ‘Why do you need a professional? 
For their bedside manner. It’s their ability 
to advise. Apart from technical skills, it’s 
the soft skills that will generate business 
going forward. All the successful people I 
have met have communication skills. They 
know how to connect with people.’ ■

Sarah Perrin, journalist

◄ Skills to the 
fore
Anti-clockwise from 
far left: Paul Weber 
of Leigh Adams, 
Bintou Jagne of JNS, 
and Paul Bithrey of 
Foxley Kingham
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The view from
Rachael Ekiring FCCA, portfolio fi nancial control at the 
Department of Work and Pensions, and charity fundraiser

I provide corporate challenge and 
assurance on our major portfolio 
fi nances, and independent and 
informed analysis on the portfolio 
fi nancial performance. Days vary 
depending on the emerging fi nancial 
portfolio risks, time of the month and 
fi nancial planning cycle. I might be 
undertaking consolidated portfolio 
reporting and assurance - which includes 
teleconferencing or meetings with key 
stakeholders, and analysis to support 
deep-dives - or budget and spending 
review planning.

Everything in the change programme 
world moves at a very fast pace. It 
is an ongoing challenge to build and 
maintain an in-depth knowledge of 
each change programme to enable 

us to add value and not be seen as an 
overhead. Getting the right balance 
in the confl icting roles of advising the 
project fi nance teams on the one hand 
and monitoring relevant activities on 
the other is a skill. But my role gives 
me the opportunity to contribute to 
and support the delivery of some of the 
government’s key policies such as welfare 
and pension reforms, which will make a 
difference to millions of lives.

Like most businesses, the processes 
and IT systems lag behind the rate 
of change, which means a lot of 
work-arounds. I would like to see more 
automation of the processes, releasing 
capacity to concentrate on adding value 
to the fi nancial information to support 
improved decision-making.  

My advice to others is to seek out 
opportunities to work in fi elds 
outside fi nance. The experience and 
skills I gained working as a privatisation 
consultant and a researcher for the Tax 
Appeals Tribunal helped me become a 
rounded professional.

My greatest achievement was leading 
the privatisation of the National 
Insurance Corporation, then the 
largest insurance company in Uganda. 
A previous unsuccessful attempt led to 
a loss of market share, fi nancial losses 
and low staff morale. Overseeing the 
transformation of the corporation from 
loss-making to profi t-making was fulfi lling. 

My eight-year-old son plays football, 
so I spend a lot of time getting him to 
training and matches. I am a trustee of 
a charity Sophia Forum, which promotes 
and protects women’s health. And I am 
an ACCA West Yorkshire panel member 
and lead its charity strand. This year’s 
nominated charity is Candlelighters, which 
supports children with cancer and their 
families. We will raise money in a Yorkshire 
Three Peaks challenge in May and are 
asking accountants to sign up! ■

My role gives me 
the opportunity to 

support some of 
the government’s 

key policies, 
which will make 

a difference to 
millions of lives

Snapshot: charities 

The charity sector is huge. In 
2012/13, total UK voluntary 
sector income was £40.5bn and 
expenditure £39.3bn. In that year 
(the most recent for which fi gures 
are available), 46% of total income 
(£18.8bn) came from individuals, 
through donations and sales of 
products and services. Other 
income sources were government 
grants and contracts, the private 
sector, the National Lottery and 
investment returns.
As at March 2014, there were 
821,000 people employed in the 
UK voluntary sector, and about 21 
million people in the UK volunteer 
at least once a year. In addition, 
employer-supported volunteering 
has increased.

Demand for qualifi ed 
accountants is rising, as charities 
increasingly seek to win public 
sector contracts rather than relying 
on grants. In addition, charities 
operate within an environment of 
tight regulation and public scrutiny 
so rely on professionals to ensure 
compliance. To manage costs, they 
often employ interim professionals 
in peak periods.

‘Charities are seeking qualifi ed 
accountants with fi nancial reporting 
experience and commercial 
effi ciency,’ says Phil Sheridan, 
managing director of Robert Half 
UK, ‘so professionals with Big Four 
experience are in high demand.

‘The market is competitive 
as demand continues to surpass 
supply, so organisations are offering 
attractive salary and benefi ts.’
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Driving force
The DVLA has been held up by the government as a model of efficiency. Rhys Lloyd 
Thomas FCCA and Robert Schofield FCCA in the finance function take us on a tour

Drivers in the UK will be very familiar 
with the Driver and Vehicle Licensing 
Agency (DVLA) even if they have never 
set eyes on its home, an uninspiring 
tower block in a residential suburb 
of Swansea. The DVLA has been 
responsible for maintaining a database 
of drivers and vehicles in the UK since 
the mid 1960s. As an executive agency 
for the Department for Transport, it 
has four main areas of business: issuing 
driving licences, collecting vehicle 
excise duty, registering vehicles and 
selling personalised registrations.

In terms of the money that flows 
through the organisation, it is quite 
a business. The DVLA’s revenue from 
statutory fees in 2014/15 was £436m, 
and it collects more than £6bn in road 
tax every year (all of which is passed to 
the Treasury). The sale of personalised 
number plates has raised almost £2bn 
since the service was introduced in  
1989 and raised around £73m in  
revenue in 2013/14.

In recent years, the agency has also 
become the poster-child for a more 
streamlined Civil Service. In the past five 
years, it has achieved – with apparent 
ease, from an outside perspective – a 
government target of £100m in budget 
savings (or cuts, depending on your view); 
some of the savings have resulted in lower 
costs for motorists in the form of reduced 
licence renewal fees. 

But what about the inside perspective? 
A proportion of the savings came from the 
closure of the agency’s network of  
42 offices around the country, with the 
loss of 1,213 jobs. The DVLA offices in 
Swansea, though, now home to just over 
5,000 full-time employees, seem a happy 
place to be if its busy finance function is 
anything to go by. 

Affinity with numbers
Rhys Lloyd Thomas and Robert Schofield 
joined the DVLA in the same year (2002), 
completed their ACCA exams side by 
side, qualified together and are firm 
friends. In true Civil Service style, their 
job titles are a masterclass of obfuscation: 

Thomas was until recently ‘assistant 
director, strategic finance’ (he will shortly 
move to a new position at the Office 
for National Statistics), while Schofield 
is ‘head of unit, business planning and 
strategic pipeline team’.

Neither had aspirations to be an 
accountant but ended up in finance 
because their affinity with numbers was 
spotted when they joined the agency 
(Schofield as an administrative assistant, 
and Thomas on a three-year graduate 
training programme). ‘My degree was in 
law and I was working in policy when I 
joined,’ says Thomas. ‘They always place 
you within your skillset. But I could see 
myself in finance and asked to come here 
in my second year.’

‘When we joined, the agency wasn’t 
espoused to any particular accountancy 
body, although the majority of people 
here were ACCA or AAT,’ he adds. Both 
elected to train with the ACCA because 
of the breadth of the Qualification. 
‘It has been very useful for both of us 
because it gives you a very transferable 
skillset,’ says Schofield. ‘It gives you a 
wide-ranging exposure to different forms 
of accounting,’ agrees Thomas. ‘For me 
it was the right fit because the training 
had a strategic focus, which has been 
very important here and has helped as 
I’ve worked my way up to the senior 
management team.’

Both take a keen interest in the 
development of staff in the finance 

function. In 2008, the training programme 
was suspended, partly because of cost 
and partly because the agency was 
producing more accountants than it 
needed. In 2013 it was restarted and 
revamped, and Thomas and Schofield 
were keen to feed their own experiences 
into the design of the new programme. 
‘The best bits of the training programme 
were kept – such as financial support while 
on day release and for books – but one of 
the changes is that in the new programme 
students can see a much clearer, defined 
career path,’ says Thomas. 

Licence to mentor
A mentor-based system has also been 
introduced for trainees: ‘We didn’t have 
mentors, but we felt that it would have 
helped,’ says Schofield. While training, 
he instigated an informal support group 
for students so they could share their 
experiences, and that idea has been 
built into the new programme. ‘Every 
student has a mentor to support them 
and to make sure that they’re getting 
the experience with the agency that they 
need,’ he says. ‘The level of support we 
give to students generates a sense of 
loyalty – you feel you want to pay that 
forward a bit.’ 

The agency encouraged a ‘business 
partnering’ approach between 
departments, even while the formal 
training programme was suspended, 
but this is now more formalised and 
comprehensive. ‘From our point of view 
it helps staff keep their CPD up to date, 
and it ensures the finance staff get a 
wide knowledge of what the organisation 
does,’ says Thomas. ‘It has also improved 
the relationship between finance and 
other departments. There are no ivory 
towers here.’

The 130-strong finance function has a 
hierarchical structure that is typical of the 
Civil Service: the heads of each unit report 
to the heads of group (including Thomas), 
who report to the finance director. About 
a third of the staff work in financial 
operations, dealing with the day-to-day 
management and processing. Three units 

‘Every student 
has a mentor to 

support them. This 
generates a sense 

of loyalty – you 
feel you want to 

pay that forward’
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focus on strategic fi nance, which covers 
cost modelling, management information 
and investment planning. Schofi eld’s unit 
concentrates on change assurance, which 
includes writing the agency’s business 
plan, and managing the budgeting 
process and change programmes.

Schofi eld’s role means he has had fi rst-
hand experience of the DVLA’s effi ciency 
programme over recent years. The Reilly 
review commissioned by the Department 
for Transport in 2013 recognised that the 
agency was making great strides with 
the digitisation of its services, which has 
been the source of much of its success 

in meeting its savings targets. In 2015, it 
took the bold step of bringing its entire IT 
operation – which had been outsourced 
for 22 years – in-house. More than 300 
staff were transferred to the DVLA from 
private contractors as a result, and the 
agency expects the change to bring 
savings of around £200m over 10 years.

The former BP executive John 
Manzoni, who was appointed as the fi rst 
CEO of the Civil Service in 2014, has 
called the service ‘the best sweetshop 
in the country in terms of [career] 
opportunities’. Thomas and Schofi eld 
would certainly agree. They both say 

that the variety of work is one of the 
best things about their job, as well as 
the chance to get involved with the 
development of staff. Together, they have 
seen the DVLA go through the biggest 
transformation in its history.

‘We’ve seen the agency go through 
a time of rationalisation and then 
centralisation, and a huge transitioning of 
its IT systems,’ says Thomas. 

‘We’re transforming into an 
organisation that is fi t for the times in 
which we live.’ ■

 Liz Fisher, journalist

▲ Behind the 
wheel  
DVLA’s Robert Schofield 
(left) and Rhys Llloyd 
Thomas have witnessed 
big changes at the agency 
that are transforming the 
way it is run
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Back to basics
In the latest in the series ‘all you need to know but 
were too afraid to ask’, Malcolm Simister looks 
at how to be a good business partner

Most accountants’ analysis of the 
monthly or annual results has limited 
value and the analysis process has 
serious fl aws, while other much more 
useful analysis has to go by the wayside. 

The only purpose of analysis is to 
promote the right decision, so if like most 
accountants you analyse the monthly 
results for managers and the board by 
waiting for the numbers – casting your 
eyes down the ‘actual/budget’ variance 
column and then fi nding reasons for the 
big variances – you aren’t adding much 
value. That is because the process is 
fl awed, for the following reasons:

* It is reactive. You have to wait until you 
get the results before you can start 
your analysis. In today’s fast-changing 
world that is far too late. Management 
needs to make decisions quickly to fix 
problems and maximise opportunities.

* It doesn’t reveal problems or 
opportunities. If there is a problem 
in the fourth week of the month, you 
might not see a big financial variance 
until the following month, by which 
time the delay could be costly. Either 
that or the management has already 
fixed the problem, so you’ve added 
next to nothing.

* It compares actual results against a 
budget that is almost certainly out of 
date or flawed. But you can’t say that 
in your analysis so you have to invent 
weird and wonderful, but plausible, 
explanations for the variances.

* It is inefficient. Any queries you may have 
around variances are likely to require the 
appropriate department to dig out the 
paperwork, delaying analysis, interrupting 
work and adding little value, as the 
problem will already have been fixed.

* It tends to make you write your analysis 
from a finance rather than the business’ 
perspective. In any case, the issue may 
well have caused variances in several 
line items of the P&L. So it makes 
more sense to analyse it from a 
business perspective so you can tell 
the whole story.

Worst of all, your analysis doesn’t do 
much for your reputation because it only 
provides the context for decision-making. 
Management makes few decisions based 
purely on your analysis of the monthly 
results, no matter how good it is.

So how can you help management 
analyse unexpected events and business 
situations clearly, concisely and quickly? 
Get onto it straight away by analysing:

* what’s happened and why, and then 
quantify it, adding rigour to your 
analysis and to the decision

* what the implications are, again 
quantifying the potential impact

You can contribute 
significantly 
to ensuring 

that business 
managers make 

the best decisions. 
And it won’t harm 

your reputation
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* what needs to be done to fix the 
problem or maximise the opportunity. 
Even if management doesn’t go 
with your recommendation, you’ve 
provided them with a better starting 
point for the discussion.

When your business undertakes an initiative, 
you can provide useful analysis as follows:
1 Help work out how and when to carry 

out the initiative, including calculations 
of net present value, internal rate of 
return and the payback period.

2 During the initiative, analyse its progress 
at regular intervals to help keep it on 
track. Essentially, you can work out 

whether it’s on budget, on time and 
achieving its objectives. If it’s going 
poorly, you can analyse what to do to get 
it back on track; if it’s going well, you can 
analyse if there’s anything the business 
can do to take advantage of that.

3 After the initiative, if you are 
independent of it, carry out a post-
implementation review to hold those 
responsible accountable and to learn 
for the next time.

All this analysis adds much more value than 
evaluating the monthly results (although of 
course those not so close to the business 
such as the bank will still appreciate 

analysis of the monthly fi gures, as it keeps 
them in touch with what’s happened) and 
enables you to make a real difference.

It means you need have a good 
understanding of your business and 
industry. If you have this, you can 
contribute signifi cantly to ensuring that 
business managers and directors make 
the best decisions. And it won’t harm your 
reputation. ■

Malcolm Simister is a chartered 
accountant and author of Accountants’ 
New World – The Essential Guide to 
Being a Valued Business Partner.

73

04/2016 Accounting and Business

Business partnering | Basics

UK_B_BusinessPartner.indd   73 17/03/2016   14:11



Bank role-ingBank role-ing
Huw Howell FCCA has constructed his career in building blocks, acquiring skills, 
forming relationships and moving up the ranks at global investment bank Nomura

Before the conversation, we 
gallery tour. Huw Howell 
shows some of the art that 
Nomura, the multinational 
investment bank, has in its 
impressive offi ce by the 
Thames in London. 

The view from our high 
vantage at One Angel Lane is 
as stunning as the paintings. 
It’s a brighy sunny day, and 
the Thames in all its pomp is 
laid out before us. Later we’ll 
stand on the roof garden 
Nomura has for its employees, 
squinting into the setting 
sun while the photographer 
fi nishes. 

But acquiring art for 
Nomura is not the day job. 
That currently is programme 
director for a global data 
programme. He has spent 
over two decades at the bank. 

His fi rst role was in internal 
audit: ‘Five days a week at 
Nomura and then one day a 
week studying for fi nals.’ But 
since then he has had a dozen 
other roles, and he describes 
the organisation as ‘incredibly 
diverse; Nomura allows you to 
grow and take many paths’.

He notes how the fi rm has 
a culture of longevity; but 
while people may stay, they 
don’t remain in the same role 
or even in the same place, and 
that approach helps to build 
relationships. Paths will cross, 
and Howell sees working 
with people in different ways 
over the years as a bonus. 
‘They know your strengths 
and weaknesses.’ Related to 
that culture is the company’s 
ability to see errors as an 
inevitable part of the learning 

experience. ‘You are not afraid 
to try,’ says Howell.

Keeping fresh
Having such a large number 
of roles has helped him to 
stay fresh and relevant both 
to the bank and the banking 
industry. That entry point role 
(internal audit) was fantastic 
says Howell, because all the 
skills of the accountant – 
understanding controls and 
processes – are of value to the 
organisation, while in return 
the newly qualifi ed accountant 
quickly learns about the 
fi nancial environment in all 
its international complexity. 
He describes internal audit as 
somewhere between a risk and 
control function, and a talent 
factory for the fi rm. His other 
roles include setting up a prime 

brokerage business as part 
of equity trading; a business 
management role; trading 
risk; corporate risk – at the 
time the bank, and indeed the 
industry, was building out and 
embedding its risk function; 
fi nance – running management 
information systems (MIS), 
budgeting and an accounts 
payable function; and global 
head of operational risk. The 
list is as impressive as it is long. 

His current role is as part of 
the senior management team 
that is leading the bank’s work 
on BCBS 239, which is the 
Basel Committee on Banking 
Supervision’s demand for 
risk-data aggregation and risk 
reporting. Nomura currently 
has 500 people on the 
programme, and Howell says it 
is devoting much time »
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coherently expressed to 
politicians, regulators, 
customers and wider society. 
He sees the industry as better 
for the actions it has taken over 
the last three to five years. 

At the end of our interview, 
Howell talks about his own art. 
A still-life oil painting using 
a palette knife was his Art ‘A’ 
level project. He doesn’t know 

where the painting is now. 
Perhaps his loft needs to be 
searched thoroughly and the 
rediscovered piece gifted to 
Nomura. The bank could add 
to its prestigious collection 
of art – and other, equally 
impressive assets. ■

Peter Williams, accountant  
and journalist 

Tips

Howell has learned from people 
who he has admired: ‘Identify the 
senior talent in the organisation and 
get involved in what they are doing. 
How do they conduct themselves 
in meetings? How do they express 
themselves? These are soft skills that 
aren’t probably at the top of an accountant’s skill list,  
but as you move up a firm, if you don’t have those skills it 
will hold you back. Have a softer identity, and it will make 
you more relevant.’ 

Accountants can be very enthusiastic and hungry 
sometimes, says Howell. ‘We need to learn a bit of 
patience and how to work next to others with different 
backgrounds, approaches and work experience. That way 
you unlock the talent in the team.’

‘Risk-assess your own career. You’re in charge of it.’ 
Howell planned his career in two-year blocks. He says, 
‘Keep asking yourself “Am I relevant?” Don’t get caught 
in a place where you become stale or outdated. Do an 
annual mark-to-market on yourself.’

CV

Howell had an unorthodox entry into 
accountancy. At school he studied 
‘A’ level art and decided against 
university. When he did settle on 
accountancy as a career, the flexibility 
of the ACCA Qualification was an 
enormous help. His wife also qualified 
as an accountant, and the dream was to run a practice 
together. But other offers and career plans means the 
husband-and-wife firm has so far remained a dream. 

His whole career has been in the City: the ACCA 
studies happened while he worked for a commodities firm. 
As a way of getting through it all, he took a year off from 
work and studied full time – ACCA Level 2 in one year at 
London University. 

In 1993, after gaining Level 2 at university, he joined 
Nomura: ‘My journey of qualifying with ACCA and 
my career at Nomura are linked. They are the anchor 
points. The ACCA provides you with a type of quality 
Kitemark. Working and studying as ACCA students do is 
challenging, and that creates a degree of maturity. ACCA 
has been the platform that has allowed me to have an 
amazing series of opportunities at Nomura.’

logistics to get right. Add in 
time zone, culture, language 
and delivery expectations, 
and it becomes an enormous 
job: ‘We are being asked 
to interpret regulations and 
deliver to those and that is a 
challenge.’

Those logistics are a 
reminder of how much the 
world and the City have 
changed over the decades. 
In Howell’s time he has seen 
a marked increase in the 
scale, size and diversity of 
internationalisation, with the 
introduction of the euro as 
a seminal moment, and the 
march of technology has 
changed the job. 

More recent change, 
shown by Howell’s current 
role, has been the need for 
businesses in the City to 
better demonstrate their risk 
and control management.

Another output from the 
financial crash has been a 
renewed emphasis in the 
banking industry on culture 
and behaviour, an area where 
accountants like Howell have 
much to contribute from their 
professional development. 
Always there, but not always 

and energy to getting it right. 
‘Post-2008, banks’ ability to 
aggregate and report on risk 
was seen as fragmented. It 
is an industry-wide effort to 
collate the information quickly 
in times of stress.’

Crash test
That data programme is of 
course a direct result of the 
financial crash, when Nomura’s 
headline-grabbing role was 
to buy Lehman’s European 
and Asian arms two weeks 
after the bank had been 
declared bankrupt. At the 
time, Howell was working 
in a chief operating officer 
function in client relationship 
management. Looking back at 
that period, Howell says: ‘For 
Nomura it was a statement, 
taking it to a more prominent 
and higher profile. It was an 
exciting time for Nomura in 
terms of size and scale and 
– from the perspective of 
integration – it was something 
that the firm did pretty well.’ 
Success, helped by a robust 
technology platform. 

Running a global 
programme with 500 people 
worldwide requires serious 
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Brexit at breakfast
More than 200 ACCA members and guests attended the ACCA Wales/CMI Cymru  
2016 St David’s Day Breakfast on 1 March in Cardiff

Guest speaker Chris 
Cummings, chief executive 
of TheCityUK, delivered a 
thought-provoking speech 
on the topic du jour, the 
Brexit, and referred to 
Wales’s strong performance 
in professional services. 

‘Major firms want to invest 
in a location that is committed, 
over the long term, to working 
in partnership with the 
business community, and I 
can think of nowhere where 
political support for business 
is stronger than in Wales,’ he 

◄ Breakfast bar
(l-r) John Weston, head of 
ACCA UK and Member 
Engagement W Europe; Chris 
Cummings; Gary Metcalfe, 
chair of CMI Wales; and ACCA 
vice president Leo Lee  

► Robust performance
Chris Cummings praises 
Wales’s strong business record

said. ‘The Welsh government 
has shown a solid commitment 
to developing the economy 
here,’ he continued.

The event received 
extensive coverage in the 
Western Mail. See bit.ly/
StDavids2016.

Guests, who enjoyed a 
bucks fizz reception and Welsh 
breakfast, were welcomed 
by ACCA vice president Leo 
Lee, who drew comparisons 
between the business ethos in 
Wales and that of Hong Kong, 
where he is based. ■
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Upcoming events
ACCA UK runs an exciting programme of talks, lectures and workshops organised 
for members across the country. Here are some highlights of upcoming events

Finance transformation 
11 April, Heathrow Airport, 
London, free 
Today’s CFOs need to act 
quickly and decisively to 
improve the effi ciency and 
effectiveness of their fi nance 
functions. They need to align 
the fi nance function with 
their company’s strategy to 
manage during the expected 
recovery by creating a more 
fl exible, cost-effi cient fi nance 
organisation. However, many 
fi nance organisations are 
comprised of ineffi cient, 
manually intensive processes, 
disparate systems and 
data structures that are 
not integrated. This joint 
event between ACCA and 
British Airways will help you 
overcome these challenges.

Upside-down 
management
12 April, Leeds, free
There’s a lot of hot air in the 
world of business. Wouldn’t 
it be nice just to hear some 
common sense? That’s exactly 
what John Timpson has got. 
After four decades running his 
family business and turning it 
into one of the high street’s 
biggest success stories, he 
really knows what works and 
what doesn’t. He will share 
how he has turned on its head 
the way the business is run and 
the lessons he has learned. 
Forget management models 
and best-practice guidelines; 
Timpson’s presentation will 
have some genuine pearls 
of wisdom.

Dealing with disability
22 April, Hove, free
What does autism mean 
to you? The condition is 
well known to many and is 

regularly discussed within 
schools and among young 
people, but it is not heavily 
profi led within the workplace. 
This event will examine 
what it means to deal with a 
disability, both physical and 
mental, within the workplace; 
how it affects those working 
with someone with autism; 
and how you can improve 
awareness of autism and other 
neurological conditions within 
your workplace.

Accountex 2016
11-12 May, ExCel, London, 
free
Accountex is the largest 
independent, cross-sector 
event in the UK’s accountancy 
industry. It has an unrivalled 
CPD accredited education 
programme, including tax, 
technology, cloud, pensions, 
pricing and every other 
subject relevant to the modern 
fi nance professional. You can 
visit ACCA’s stand and talk 
with us, as well as enjoying 
free lectures on subjects 
including making tax digital, 
FRS 102 and cybercrime in the 
dedicated ACCA theatre. See 
also page 54. Register for now 
at bit.ly/Accountex2016. 

Reaching your potential 
17 May, Llandudno, £10
Inspirational Dave Cornthwaite 
– record-breaking adventurer, 
author and motivational 
speaker – shares his 
experiences and demonstrates 
how to apply his ethos to your 
life and your business. 

Big breakfast debate on 
the economy
25 May, Manchester, free
John Ashcroft, chief executive 
of business development 

Upcoming events

Headline for web:

Professional courses 

Accounting standards – changes, choices 
and challenges
22 April, Ashford, Kent, £142
This conference provides seven units of CPD and will focus 
on the challenges of adopting new UK GAAP. It will explain 
the structure of the new standards and how the transition to 
FRS 102 and FRS 105 will happen. We will look at life after the 
FRSSE and also review the new Charities’ SORP for 2016.

Guide to practical audit compliance
17-18 May, London, £376
This workshop will help participants prepare their practices 
for ACCA audit monitoring visits. Participants will learn how 
to undertake audits and record audit work in accordance 
with auditing standards requirements and monitoring visit 
requirements. The workshop is suitable for partners and also 
managers in public practice.

Internal audit conference 
19 May, London, £170 (if booked before 18 April)
Some internal auditors do not believe that integrated 
assurance exists or can work. There is no evidence of it 
having worked effectively in practice although many internal 
auditors talk about it. This event will look at integrated 
assurance on the basis of the benefi ts and challenges.

Channel Islands conference 2016
15-17 June, Guernsey, £765 residential, £607 non-res
ACCA UK’s annual Channel Islands conference focuses on 
key issues faced by fi nance professionals in the Channel 
Islands today and provides the opportunity to update your 
knowledge and gain up to 21 CPD units.

For more information:

Find details of all these events at accaglobal.com/events

Role review

ACCA will be 
celebrating the role of 
women in business at an 
event in London on 
29 November. Look 
out for more details in 
future editions of AB.

organisation pro-manchester 
and formerly chief economist 
at the Greater Manchester 
Chamber of Commerce, will 
present updates on the global 
and UK economies, including 
implications for the Northern 
Powerhouse and Manchester. 
A Q&A session will debate 
opportunities for Manchester 
and the North West. ■
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Progress report
We’ve been listening to members’ feedback and working hard to improve our offering. 
Helen Brand, ACCA chief executive, highlights recent developments

In the September 2015 
edition of Accounting and 
Business I wrote about 
how we use feedback from 
members’ surveys to adapt 
and improve the services we 
provide to our members. 
Now that we’re a few months 
into 2016, it feels like a good 
time for a progress report.

Members consistently tell 
us they are proud of the ACCA 
Qualification, and rightly so. 
ACCA has an excellent global 
reputation, and that’s thanks to 
the contribution our members 
make to organisations and 
economies, and the important 
positions they hold. It’s our 
priority to make sure that 
ACCA members and their skills 
remain in high demand; we 
want to help you all stand out. 

Our new ACCA Careers 
website is an essential part of 
this plan. I’m delighted that this 
has been up and running for six 
months now – some of you may 

already have visited it. The site 
is a busy hub for job vacancies 
around the world, but you’ll 
also find a wide range of 
valuable careers advice to help 
you improve your employability 
– visit careers.accaglobal.
com/careers-advice.html. 
To complement this, the 
Accounting and Business 
team has also produced a 
one-off careers magazine, 
Ambition, which is packed 
full of essential advice and 
articles and is available at 
members.accaglobal.com/
actingonyourfeedback. 

Accessing qualifications
We believe it’s vital to keep 
track of what employers are 
looking for from finance 
professionals so that we can 
continue to adapt our training 
to meet their expectations. 
ACCA-sponsored research 
found that for senior finance 
positions, employers like to 

see a professional and an 
academic qualification, and 
we’ve worked with universities 
to make sure that our members 
have access to further study. 

We’ve run a global MBA 
programme with Oxford 
Brookes University for several 
years (ranked fifth in the 
2016 QS Distance Online 
MBA rankings). We’ve 
also developed a ground-
breaking partnership with the 
University of London (UoL), 
which gives our members the 
opportunity to gain a Master’s 
in Professional Accountancy 
through a flexible online 
programme at reduced cost. 

Our partnership with UoL 
allows students to study for the 
Master’s degree concurrently 
with their ACCA studies and 
is the first truly integrated 
Master’s programme with 

an accountancy body at a 
professional level. It’s not 
limited to students; ACCA 
members and affiliates need 
only complete one module 
and one project to earn it. 
Registration starts on 11 April.

Another success was our 
agreement with the Institute of 
Internal Auditors (IIA) to offer 
a tailored exam that allowed 
ACCA members to qualify as 
Certified Internal Auditors. The 
ACCA-IIA Challenge Exam 
was offered in November, and 
almost 1,500 of our members 
took it. We are continuing to 
work with the IIA to provide 
members with routes to CIA. 

Flexible CPD
CPD remains a central focus 
for us, and we are especially 
keen for our CPD policy to 
be as flexible as possible 
given the wide geographical 
spread of our members. You 
don’t have to attend face-to-
face courses in order to gain 
verifiable CPD – any learning 
activity is verifiable if it can be 
proven that the learning took 
place and has been applied 
in practice. Indeed, ACCA has 

Tailored services for UK members

ACCA has products and services specifically designed for 
members in the UK, including:

* In Practice and Snapshot ezines 

* Technical Advisory Service – phone and email

* Over 400 technical fact sheets

* More than 130 professional courses with discounts

* A wide selection of free webinars on many topics

* 200 free local events through Members’ Networks

* Two free job ads on ACCA Careers, worth £800

* Sector focus groups, where members can shape ACCA

* Special professional indemnity rates from Lockton.
Look out for updates on these and other new services in 
our monthly ezines Snapshot and In Practice.

◄ Making connections
Alan Hatfield, ACCA executive 
director of strategy and 
development (left), and Ronald 
Qiu, managing director of 
Bivision Solutions and member 
of ACCA China’s Professional 
Expert Forum
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recognised that many members 
will be learning and developing 
skills by taking on new roles 
and tasks in the workplace. This 
will involve having briefings, 
doing research and perhaps 
work-shadowing to take these 
tasks on. We offer a huge range 
of CPD activities, including 
webinars and e-learning 
modules, networks and 
forums, and the opportunity to 
participate in research as well 
as technical events. 

Future-proofing
The role of an accountant is 
not static, so we need to be 
sure that our members are 
equipped with the skills and 
knowledge that maximise their 
employability. We regularly 
carry out research into the 
future skills of accountants and 
constantly refresh our CPD 
training to reflect the results. 
A key theme from recent 
research is that soft skills are 
increasingly in demand among 
finance professionals, and 
we are producing a series 
of free webinars that focus 
on the building of these 
skills. See accaglobal.com/
cpdwebinars. We’re also 
planning new certificates in 

business valuations and Islamic 
finance. You can keep up with 
all the latest CPD news in our 
monthly ezine, CPD Direct. 

Find an accountant
As well as improving the skills 
of our members, we would 
also like to make it easier for 
potential clients to find ACCA 
members and firms who can 
help support and grow their 
business. So we’ve recently 
launched an improved version 
of the ‘Find an Accountant’ 
service on our homepage. 
This allows users to search by 
location and by the services 
offered by members, and to 
click directly through to each 
firm’s website. Visit members.

accaglobal.com/
findaccountant.

In my last article 
(AB, September 
2015) I talked 
about the testing 
of a new members’ 
website, developed 
with extensive 
input from our 
members. This has 
been rated very 
positively by users, 
and we would like 
to thank everyone 
who has helped 

us build the best possible 
version we can. The beta site 
is now open to all members. 
We are tweaking it in response 
to feedback, and soon it will 
transition to become the ‘real’ 
member area. See members.
accaglobal.com.

Representing you
As you can see, there’s a lot 
going on – but we are still 
continuing with the very 
important job of representing 
your opinions and the 
view of the profession with 
governments, regulators 
and tax authorities. ACCA 
has become a powerful 
global body, and we have a 
responsibility to help shape 
the future of our profession, 
make sure the views of our 

members are heard and 
raise the profile of our well-
respected ACCA Qualification.

You can keep up with 
everything we are doing 
through our website and 
your member magazine, 
Accounting and Business, 
and through your weekly AB 
Direct email bulletin. The 
magazine is also evolving and 
you can now access its content 
in a variety of ways. The new 
AB apps include a growing 
selection of video content. See 
accaglobal.com/ab.

We will keep working 
for you, but we cannot do 
it without your feedback. 
Please look out for our next 
satisfaction survey – and thank 
you to everyone who has 
contributed so far. ■

We act on your feedback

Over the last 12 months we have sought your feedback 
on what matters to you and how we as your professional 
membership body can better support you. Everything you 
have said has been collated, analysed and used to guide 
us on what we can do to improve our services. 

We’re pleased to share with you the highlights of 
the feedback you have sent us, and what we are doing 
in response, through the member beta website: 
members.accaglobal.com/actingonyourfeedback.

► Eager to learn
Aspiring young professionals 
from Hong Kong took the 
opportunity to get Helen 
Brand’s perspective on 
changing expectations of the 
finance team at the Young 
Members League gathering  

We regularly carry 
out research into 

the future skills 
of accountants 
and constantly 

refresh our 
CPD training to 

reflect the results
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Grand opening
The Lord-Lieutenant of Greater London praised the role ACCA 
has played in social inclusion as he opened its new headquarters

Inside ACCA

80 Member survey 
How ACCA is responding 
to your views

79 Events Workshops, 
talks, lectures and more

78 Wales St David’s Day 
breakfast event

27 President 
Play your part in shaping 
ACCA’s future

ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Infl uence 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 careers portal gives 
guidance and lists job 
vacancies worldwide.

Customer care
Fast and effi cient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefi ts

Her Majesty’s Lord-
Lieutenant of Greater 
London, Kenneth Olisa, 
offi cially opened ACCA’s 
new global head offi ce at 
the Adelphi in London on 
9 February. 

Speaking about his role as 
the Queen’s representative for 
Greater London, the Lord-
Lieutenant briefed ACCA 
Council, current and past 
ACCA presidents, offi cial 
guests and ACCA staff about 
how his work as the founder 
of two technology merchant 
banks and as director of 
Reuters had given him a keen 
understanding of accountancy 
and reporting.

As an experienced and 
successful businessman and 
philanthropist, Olisa said 
that being able to ‘manage 
what can be measured’ 
is crucial, and that the 
ability to perform this work 
professionally and fi ttingly 
is a real value-add of the 
accountancy profession.
Olisa also praised ACCA for 
its commitment to an issue 
close to his own heart – that 
of social inclusion. He made 
special mention of ACCA’s 
commitment to ethics and 
professionalism, explaining 
how an ethical approach 

is much needed in the 
global and interconnected 
business world. 

Echoing the Lord-
Lieutenant’s views on social 
mobility, Helen Brand, chief 
executive of ACCA, said 
at the event: ‘All at ACCA 
believe there should be no 
artifi cial barriers to anyone of 
ability pursuing this illustrious 
profession. And, since the 
earliest days of ACCA, we 
have taken this philosophy 
across the world. It is 
important to [members] and, 
I believe, to the delivery of 

ACCA’s future ambition, that 
ACCA is headquartered in 
surroundings that tell the story 
of our heritage, our modern 
relevance and future vision.’

ACCA’s president, 
Alexandra Chin, concluded 
the event by saying: ‘This 
celebration marks a new 
chapter for ACCA. I am sure 
that the Adelphi years will 
build on ACCA’s Lincoln’s Inn 
Fields era and on our success. 
As a leading professional 
body for a global profession, I 
am confi dent of ACCA’s future 
direction and vision.’ ■

▲ Open for business
Kenneth Olisa, the Lord-Lieutenant of Greater London, did the 
honours at the official opening of ACCA’s new global head office, 
alongside Helen Brand (far left) and Alexandra Chin

Robot revolution

The 12th edition of Accountancy Futures has been published. It 
covers the hot topic of robots – how far has the world come in 
developing robots, how are they being used already, and what 
is artifi cial intelligence? And how far are recent developments 
affecting the work of professional accountants? We cover a wide 
range of issues, including corporate reporting reform, business 
ethics, corporate governance in Pakistan, audit, tax, public 
sector, wellbeing and much more. Read also our interview with 
Philippe Arraou, president of French accountancy body CSOEC. 
Visit bit.ly/ACCA-AF12.
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