CPD
Get verifiable CPD units by
reading technical articles

UK

UK.AB Accounting and Business 01/2016

The magazine for finance professionals

AB Accounting and Business
UK 01/2016

Screen test
Neil Williams, FD of Odeon & UCI, on how
cinemas are facing down the competition

Going global
Expanding the business overseas will
need robust planning

Survival instinct

Think Ahead

UK_Cover.indd 1

International Assembly explores the changing profession
Back to basics Navigating the Byzantine EU institutions
CPD technical The IASB’s Conceptual Framework

Mending the model

How the profession can fix corporate reporting
Corporate governance New code encourages rigour
Universities challenged The business of higher education

Think Ahead

09/12/2015 13:32

AB UK ads_Nov15.indd 4

02/12/2015 18:04

3

Welcome

Welcome
New beginnings
Welcome to the January
issue and to 2016. There’s
a feeling of ‘new year, new
beginnings’ at Accounting
and Business as we settle
into our new home at ACCA’s London office in the Adelphi
(see page 82).
This is also an exciting time for this month’s cover story
interviewee: the FD of Odeon & UCI cinemas Neil Williams FCCA
talks about the various blockbusters being rolled out and reports
on the company’s continually increasing revenues as the public
renews its vows with the silver screen. The latest in the Star Wars
and James Bond franchises do their bit to engage audiences,
but the upward trend in customer numbers since 1983 is also
partly attributable to investment in ‘the customer experience’ –
that is, in bigger and better screens, digital sound technology
and comfier seats.
As many companies reach their December year ends, we
look at the new UK Corporate Governance Code (page 60)
to understand the effect of the changes and whether or not
they might drive boards to put more pressure on management
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Sign up for our weekly news and
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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 Qualification and
Foundation-level students at
www.accaglobal.com/
studentaccountant

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

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

around risk management and internal controls. Jane Fuller also
looks at the implications (page 23) and offers up some practical
advice for boards as well as the investor perspective.
There’s also a lot of discussion going on across business and
the media about change in corporate culture. But it’s a hard nut
to crack, with patterns of human behaviour often too deeply
entrenched to be changed by the latest cohort of managers,
and with such short-termism in business cycles as to make
changes in any area hard to sustain. Robert Bruce goes deeper
on page 24.
Finally, if your new year’s resolution is to broaden your
horizons, our article on page 18 might take you in a new
direction. We consider the risks and benefits around global
expansion – in particular, in terms of exporting overseas. With
the Cole Commission cheering for exports, we report on
research that urges caution in treating this as a default growth
strategy, as many companies lack the size or management
capabilities to make a success of going overseas.
Wherever you’re going this year, I wish you a happy 2016.
Jo Malvern, editor, joanna.malvern@accaglobal.com
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▲The gift of giving

Facebook CEO Mark
Zuckerberg follows
Twitter's share give-away
with a pledge to donate
99% of Facebook stock
to charity, attracting both
praise and scepticism

▲Swede sensation

Forbes reports that topgrossing YouTube star is
Swedish Felix Kjellberg
– aka PewDiePie – with
$12m in revenues in 2015.
The top Brit is ‘JJ’ Olatunji,
in 5th place on $4.5m

▲ Hole in one

From April 2017, members
joining Wentworth Golf
Club in Surrey, bought by
Beijing-based Reignwood
Group in 2014, will pay
fees of £125,000, up from
£15,000 last year
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◄ Storm Desmond

Severe flooding in
Cumbria called into
question the region's bid
to play a bigger role in
the government's plans
to create a 'northern
powerhouse'

▼ Reclining nude

Talk of an over-heated
art market continues as
Christie‘s in New York
auctions Modigliani‘s
‘Nu couché‘ for £113m
– a record for the Italian
artist‘s work

▼ Vive la France!

As world leaders prepared
for the Paris climate change
conference, signs of solidarity
appeared in London and
elsewhere in the wake of the
terror attacks

▼ Enter the dragon

Entrepreneur and
chairman of Ryman Theo
Paphitis emphasises
the importance of
apprenticeships, at the
Skills Show 2015 at the
NEC in Birmingham
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News roundup

This edition’s stories and infographics from across the globe, as well as a look at the
latest developments and issues affecting the finance profession
CFOs closer to CEOs
CFOs are working more
closely with CEOs on strategy
but continue to regard
their primary role as cost
management, according to
an EY survey. Almost half of
CFOs said they expect to
make a large contribution to
their business’s digital strategy.
But while CEOs want to work
with CFOs in developing
strategy, 30% of CEOs believe
their CFOs are not up to the
job, according to a second
survey, conducted by KPMG.
Half of CEOs believe that
global experience is the most
important attribute for a CFO,
followed by industry and
regulatory experience.

Action on climate
Twelve heads of global
accounting bodies – including
ACCA chief executive Helen
Brand – have written a joint
letter to world leaders urging
them to accelerate action
against climate change. The
letter was sent in advance
of the COP21 international
climate conference in Paris,
taking place as this edition
of Accounting and Business
went to press. The letter urged
governments to achieve a lowcarbon, sustainable future and
put in place a framework that
reduces uncertainty, enabling
investors, businesses and
individuals to make informed
decisions that support a lowcarbon economy. The letter
was sent under the auspices of
Accounting for Sustainability’s
Accounting Bodies Network.

Demand for accountants
There has been a 16% rise
in demand for accountants
and other finance staff in the

last year, according to the
Association of Professional
Staffing Companies (Apsco).
Its data was backed up by
the disclosure by recruitment
consultancy Morgan McKinley
that the number of new
vacancies in financial services in
London rose by 7% in October
alone. There has been an
18.5% rise in salaries in banking
and 10.8% in financial services
in the last year, Apsco said.

States with the swiftest startups
Entrepreneurs wanting to set up a business as fast as
possible should go to New Zealand or Macedonia,
according to figures from Approved Index. It studied
2015 World Bank data to find out how long it takes to
legally launch a new company in each country. The global
average is 20 days, although most developed nations can
beat this hands-down. At five days, the UK didn’t quite
make it into the top 10. However, some less developed
nations took much longer: 31 days for China, 83 days for
Brazil and a whopping 144 days for Venezuela.

Advisers not disclosing
Less than one in three financial
advisers provide fee structures
online, making it difficult to
shop around, warns Which?
magazine. Some 10% of
advisers refused to provide
fee details when asked on the
phone. The Financial Conduct
Authority told Which? that
it regards fee transparency
as best practice but not
obligatory. Which? is calling
for it to be made mandatory.

Bank bosses unskilled
Bank boardrooms have too
little digital experience,
according to an Accenture
study. Almost half the world’s
largest 109 banks have no
directors with technology
experience (a senior tech role
or senior responsibilities at a
tech business). A quarter have
only one board member with
proven digital skills. And just
3% of bank CEOs have a tech
background. ‘Very few banks
have technologists on their
boards, yet when you look at
the big strategic challenges
facing their business,
particularly from financial
technology companies, a lot of
banks’ revenue is under threat,’
said Richard Lumb, head of
financial services at Accenture.

1 day

2 days

3 days

New Zealand
Macedonia
Canada
Hong Kong
Georgia
Australia
Portugal
Singapore
Armenia
Azerbaijan

Anti-money laundering

Most hit by fraud

The government is
campaigning with the
accountancy and legal
professions against money
laundering. The ‘Flag it Up’
campaign has been developed
with the Accountancy Affinity
Group (AAG), the Law Society
and the Solicitors Regulation
Authority to help accountants
and solicitors spot ‘red flags’
warning of potential criminal
activity. The campaign will
run until March 2016. Tania
Hayes, chairman of the AAG,
said: ‘With a responsibility
to act in the public interest,
accountants must be at the
forefront of this fight against
financial crime.’ A feature
on this issue will appear in
next month’s Accounting and
Business.

Three-quarters of companies
have been hit by fraud in the
past year, according to the
latest Kroll global fraud report.
In 81% of cases this involved
someone within the business –
a member of senior or middle
management in more than
a third of cases. Detection
came about because of a
whistleblower in 41% of cases.
Some 80% of companies
believe they have become
more vulnerable to fraud in
the past year, with half of
companies saying they fear a
cyber attack.

HBOS ignored auditor
KPMG had to push HBOS
to increase impairment
provisions, but some of its
warnings as auditor were
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rose by 10% to £362,000. Tax
and advisory grew by 10%,
audit and assurance by 15%,
restructuring by 69%, risk
assurance by 86%, corporate
finance by 29% and consulting
by 195%. The figures are the
first published since Baker
Tilly was rebranded as RSM
and include the impact of the
absorption of RSM Tenon.
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Accountancy firm count keeps on falling
The number of accountancy firms in the UK has fallen over the past 12 months – from
6,962 to 6,622 – and by 41% since 2002, as the profession continues to consolidate, says
independent finance provider LDF.
A key driver of the continued fall is the rising number of mergers among firms as they look
to capture the benefits that come with economies of scale. Mergers of accountancy firms in
the past year include: Moore Stephens and Chantrey Vellacott; MHA MacIntyre Hudson and
MHA Bloomer Heaven; Menzies and Harris Lipman; and BHP and Clough.

ignored, the Prudential
Regulatory Authority’s review
of the bank’s failure during
the 2008 crisis reveals. The
report also found that KPMG’s
audit did not consider the
quality of HBOS’s supposedly
good loans, many of which
subsequently went bad.
Factors behind HBOS’s
collapse included a business
model too vulnerable in
times of economic weakness,
insufficient relevant experience
at board level and weak
internal controls.

KPMG 4 arrested
Four partners in KPMG’s
Belfast office have been
arrested in connection with
suspected tax evasion and
placed on administrative
leave by KPMG. The four

are Jon D’Arcy, chairman of
KPMG’s Belfast office; senior
tax partner Eamonn Donaghy;
Arthur O’Brien, an audit and
advisory partner; and Paul
Hollway, head of corporate
finance for KPMG Ireland. A
spokesman for KPMG said: ‘It
is important to emphasise that
we do not have any indication
that this investigation relates
to the business of KPMG or
the business of our clients.’
The four are believed to have
been questioned about their
personal tax affairs relating
to their investment in Jeap, a
property company.

Ambition outdone
Grant Thornton generated
revenues of £521m in the year
ending June 2015 – beating
its ‘Ambition 2015’ target

of half a billion pounds in
turnover. Revenues rose by
1.6%, and distributed profit
per partner increased by
3.4% to £398,000. CEO Sacha
Romanovitch said: ‘Ambition
2015 called for an investment
in our people, and in 2015 the
firm took on over 300 trainees,
20% of whom would not have
been considered prior to the
dropping of academic barriers
two years ago – a move driven
by the firm’s commitment
to increasing access to the
profession and improving
social mobility.’

Good news for rebrand
RSM UK – formerly known as
Baker Tilly – has increased
revenues by 26% to £292m
for the year ending March
2015. Average partner profits

PKF Cooper Parry has
merged with West Midlands
firm Clement Keys. The
merged firm’s revenue will be
about £30m and it will have
more than 350 people. It is
operating from two offices:
one in Birmingham and
the other adjacent to East
Midlands Airport. PKF Cooper
Parry recently merged its three
East Midlands city offices into
one new facility at the airport.
It is the latest in a sequence of
mergers and new recruitments
involving PKF firms worldwide.

Carawan IIA president
Mark Carawan has been
elected president of the
Chartered Institute of Internal
Auditors. He is Citigroup
chief auditor and was chief
internal auditor at Barclays
Group. He is a former Deloitte
UK managing partner for
enterprise-wide assurance to
wholesale financial services
institutions. Carawan said:
‘I am looking forward to
contributing to the institute’s
vision for the profession and
engaging with members
across the UK and Ireland so
that the institute’s members
become not only great
auditors, but effective agents
of change in the organisations
they serve.’

PwC settles Cattles suit
PwC has settled a legal claim
lodged by creditors of former
audit client Cattles. PwC had
been accused of negligence in
its auditing of the sub-prime
lender. The claim alleged that
PwC should have found

»
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Audit wins
Deloitte has won the audit for
National Grid from PwC after
a competitive tender exercise.
PwC has won the audit
contract for Virgin Money,
previously held by KPMG. PwC
also obtained the Grafton
Group audit at the expense
of KPMG. During the past
quarter both KPMG and PwC
have increased the number of
audit appointments they hold,
according to the latest report
from Adviser Rankings.

EY in with LinkedIn

UHY turns to Spain for global chair
The UHY network has appointed Bernard Fay as its global
chairman. Fay is a founding partner at the network’s
Spanish member firm, UHY Fay, and becomes the first
person to lead the network from outside its originating
US and UK firms. He replaces Ladislav Hornan, managing
partner at UHY Hacker Young in London, who remains a
member of the global board of directors.

major weaknesses in the loan
portfolio of Cattles’ subsidiary
Welcome Financial Services.
Cattles restated its 2007
accounts in 2009. PwC said:
‘Cattles, Welcome Financial
Services and PwC confirm
that they have resolved the
claims between them. The
terms are confidential.’

Connaught audit probe
The Financial Reporting
Council (FRC) is to investigate
PwC’s audits of Connaught,
a housing services provider.
A formal complaint alleges
that PwC and its audit
engagement partner Stephen
Harrison failed to act with
competence and due care
in auditing Connaught’s
financial statements. A
spokesman for PwC said: ‘We
are disappointed that over
five years after the event the

FRC has decided to pursue
complaints against the firm.
We have co-operated fully
with the FRC throughout its
lengthy investigation and will
now consider its concerns and
respond appropriately.’

Audit improving
Audit quality has improved,
according to the chairs of
companies’ audit committees
surveyed by the FRC. Auditors
were scored highly across
all measures. The highest
scores were for independence
and objectivity, the lowest
for professional scepticism
and responses to regulatory
oversight. The results were
published in the FRC’s second
annual audit committee
chairs survey, which asked
for responses from the chairs
of all audit committees of
FTSE 350 companies.

EY has formed a strategic
alliance with LinkedIn. The two
businesses say the partnership
will help more companies
use technology, social
networks and innovative sales
techniques to improve their
marketing. EY said: ‘Together,
the two organisations will help
companies develop deeper
and more trusted customer
relationships through the use
of social and data analytics.
This strategic relationship will
lead to collaboration on the
co-creation of solutions and
services.’ EY’s own people will
now use the LinkedIn Sales
Navigator.

Gender gap persists
The global gender pay gap
is narrowing, but only slowly,
according to the latest World
Economic Forum (WEF) global
gender gap report. Women’s
average pay is now at the
level of men’s a decade ago.
The attainment gap between
women and men in terms of
health, education, economic
opportunity and politics has
shrunk by 4% in the past
10 years, with the economic
gap closing by 3%. At these
rates of progress it will take
118 years to close the gap
completely, the WEF said.

FTSE 150 women chairs
Seven women now chair
FTSE 150 companies,
according to the Spencer
Stuart 2015 UK Board

Index. Some 40% of women
directors are not UK nationals,
compared with a 30% figure
for male directors. The latest
update of the Davies Report
on boardroom diversity also
recorded a rise in female
representation on company
boards, which has doubled
at FTSE 350 companies since
2011 and now stands at 26.1%.
There are no longer any allmale boards of directors of
FTSE 100 companies.

Costs cut for investment
More than half of FTSE 250
companies are focused on
cost cutting as a way of
financing new products and
services, according to the
fourth annual Barometer on
change survey published by
consultancy firm Moorhouse.
Less than a third are cutting
costs in order to protect
profitability. Meanwhile, a
survey of FTSE 350 companies
by MHA MacIntyre Hudson
found that almost half paid
corporation tax at less than
20% of their profits, while 36
of the companies generated
profits but paid no corporation
tax at all. And according to a
survey of FTSE 100 companies
conducted by PwC, more
than a quarter fail to provide
information on annual
bonus targets, or provide
only limited detail, in their
remuneration reports.

Succession success
Company boards need to do
more to ensure an orderly
succession for their executive
and non-executive positions,
the FRC has warned. Its
report UK board succession
planning seeks views on how
to support a suitably talented,
diverse pipeline of directors
able to serve on the boards
of UK-listed companies. The
paper’s publication follows
discussions between the FRC
and interested parties on key
issues and good practice.
Issues considered include
ensuring diversity, board
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evaluation, identifying talent
and the role of nomination
committees.

SME cyber action
Small businesses must be
more proactive in protecting
themselves against cyber
attacks and make the issue
a core part of their business
strategy, according to a group
of technology specialists called
the Cyber Streetwise Forum.
It warned that uncertainty
about which steps to take
discourages small companies
from tackling the issue – often
until it is too late. Forum
members include HP, KPMG,
Symantec, Tesco Mobile
and the Federation of Small
Businesses; it is supported by
the Cabinet Office.

Autumn Statement
Projections of higher tax
revenues and lower debt
interest have allowed the
chancellor to reduce the
immediate impact of austerity
in his Autumn Statement.
Chas Roy-Chowdhury, ACCA
head of taxation, said: ‘The
chancellor managed to deliver
an Autumn Statement that
was filled with good news,
but it is a concern that much
of the spending is based on
the assumption of consistently
strong growth figures.’ New
measures announced by
the chancellor included a
0.5% apprenticeship levy
for larger employers, digital
tax accounts for all business
and personal taxpayers by
2020, the extension of small
business rate relief and a
drive to raise an extra £5bn
by tackling tax evasion. See
‘Technical update’ on page 52
for more information.

Soft on tax collection
HMRC has been criticised by
the House of Commons Public
Accounts Committee for
initiating too few prosecutions
for tax evasion and for not
taking tougher action against
tax avoidance. The PAC

also complained that HMRC
made it difficult for people
to pay their taxes, describing
customer service standards
as ‘unacceptable’. Chas RoyChowdhury, ACCA’s head of
taxation, said: ‘Successive
governments have been
tinkering with the UK tax
system, mostly under the
guise of simplification, but in
reality have achieved the exact
opposite and only succeeded
in making HMRC’s job more
and more impossible.’

Taxman contacts Scots
HMRC is writing to all
potential Scottish taxpayers in
preparation for the introduction
of a devolved Scottish rate
of income tax from 6 April
2016. The correspondence
is intended to confirm the
accuracy of HMRC’s records of
taxpayers who live in Scotland,
who will pay the new rate.
Letters are going out to 2.6
million people.

PAYE tax gap rises
Investigations into the finances
of high net worth individuals
are likely to increase, predicts
Pinsent Masons. The warning
came after the latest figures
from HMRC revealed that the
PAYE tax gap rose by 10%
in a year to £8.5bn. HMRC
has already stepped up its
investigations into suspected
payroll fraud. The selfassessment tax gap also rose
to £4.6bn in 2013/14, a rise of
5% in a year.

Olympus trials dropped
Prosecutions over alleged
accounting fraud at Olympus
have been dropped.
The Serious Fraud Office
offered no evidence against
Olympus Corporation and
its subsidiary, Gyrus Group,
which had been charged
with making misleading
statements to auditors. The
SFO said: ‘This decision
follows consideration of a
Court of Appeal judgment...
which ruled that English law

Tax evasion probe adds to VW’s woes
Volkswagen’s problems have escalated with the launch
of an investigation by German prosecutors into alleged
tax evasion. The inquiry focuses on whether the ‘defeat
device’ software installed in VW cars resulted in lower tax
payments by customers because the cars were taxed at
lower rates on account of supposed lower carbon dioxide
emissions. VW did not respond to a request for comment.

does not criminalise the
misleading of auditors by
the company under audit.
The SFO could not have
prosecuted individuals in this
case because Japan does not
extradite its nationals.’

Netherlands and Luxembourg
have been instructed to
recover the lost tax revenues,
estimated by the commission
at €20m to €30m each. Fiat
denies receiving state aid.
Starbucks intends to appeal.

Tax deals illegal

Tesco settles class action

Starbucks and Fiat Chrysler
benefited from illegal state
aid in their tax arrangements
with the Netherlands and
Luxembourg, the European
Commission has concluded.
Tax rulings issued by the
Netherlands for Starbucks
and by Luxembourg for Fiat
Chrysler were selective and
artificially cut the taxes paid.
These endorsed transfer
pricing practices that reduced
the declared profits in those
countries, enabling the
companies to declare profits
in lower tax jurisdictions. The

Tesco has agreed to settle a
US class action related to the
overstatement of profits in
2014. The claim on behalf of
some shareholders alleged
breaches of US securities laws,
naming the company and
some of its former directors.
Tesco is to pay US$12m to the
claimants, without admitting
liability. A second claim
remained outstanding at time
of publication. See also our
interview with Tesco’s CFO,
page 62. ■
Compiled by Paul Gosling,
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Screen test

Neil Williams FCCA, FD of Odeon & UCI cinemas in the UK and Ireland (and film buff)
describes the importance of predicting what will be a hit – or miss – at the box office

I

t is 10 o’clock on a Thursday morning and the Odeon
cinema in London’s Leicester Square, where Ridley Scott’s
The Martian will have its world premiere that evening, is a
hive of activity. Technicians are teeming through the building,
setting up cameras and organising what appears to be miles
of cable. A handful of impressively intimidating security
guards stand outside the auditorium, keeping prying eyes
(and smartphones) away as the cinema staff carry out a sound
and picture check. Outside the hotel next door, a couple of
photographers are lurking in the hope of catching a glimpse
of Matt Damon, the guest of honour.
In the middle of all this hoopla sits Neil Williams, FD of
Odeon and UCI cinemas in the UK and Ireland, and you just
have to ask: Neil, do you have the best job in accountancy?
‘Well, I’m a film fan so this is a perfect job for me,’ he laughs.
‘One of the best things about it is working in a sector where I
can really identify with the product. I work for Odeon but I’m a
customer, too.’ Like many forty-somethings, Williams’ enthusiasm
for the movies can be partly attributed to Star Wars, and the
conversation quickly turns to the latest in the franchise, The
Force Awakens, which opened in mid-December: ‘I grew up with
Star Wars so that’s tremendously exciting. The film could be the
biggest in the UK so far, and I hope it will be.’
Assuming it lives up to expectations, The Force Awakens
should be the icing on the cake for what has been one of the
best years for film exhibitors in recent times. Fast and Furious 7,
Avengers: Age of Ultron, Fifty Shades of Grey, Inside Out and
Jurassic World all performed exceptionally well, and the latest
Bond film, Spectre, broke box-office records in its first week.
It is a relief for the sector, as 2014 was less impressive, thanks
partly to the FIFA World Cup but also to a dearth of inspiring
films. Higher attendances are reflected in Odeon’s results; the
group as a whole (there are six regions across Europe, of which
the UK and Ireland is the largest) reported EBITDA of £47.1m for
the first nine months of 2015 – 104.7% more than in the first nine
months of 2014 – and paid attendance was up 13.4%. ‘It’s been
a very bold year and the films are a major factor in our success,’
says Williams, ‘but once customers are in through the door it’s
about engaging with them to make [cinema-going] a habit.’
Cinema admissions in the UK peaked in 1946, when more
than 1.6 billion tickets were sold. Mass-produced television
sets decimated the sector over the next four decades, and
admissions hit their low-point in the early 1980s, when fewer
than 60 million tickets were sold. Since then, though, the trend
has been steadily upwards in spite of successive predictions
that video, DVDs, digital television, LoveFilm, Netflix and on-

2014

FD, Odeon & UCI Cinemas, UK and
Ireland

2009

Head of digital finance, Odeon & UCI
Cinemas

CV

2009

Head of commercial finance, HSS Hire

2008

Group FP&A manager, Odeon Cinemas

2000

Various roles, GE Capital

1995

Financial controller, Egmont

demand streaming would keep us all at home, on the sofa with
a bag of microwave popcorn. ‘That upward trend in customer
numbers since 1983 comes down to the customer experience,’
says Williams. ‘Things have changed in terms of how content
is consumed but that hasn’t affected us. In fact, we see Netflix
consumers as a good target audience for us because they’re
more likely to be people who want to come to the cinema.’

On the up
In fact, cinemas are on the up. There are now 3,947 screens
(936 of them owned by Odeon & UCI) in the UK and Ireland,
compared with 3,475 a decade ago. Competition is fierce,
though, so why would someone choose Odeon over any other
multiplex? ‘We’ve done a lot of research into what customers
want and it comes down to comfort, good sound and picture
quality,’ Williams says. ‘Our focus is very much on the customer
experience. We’ve gone to great lengths to invest in picture and
sound technology, as well as comfortable seating.’ And there are
a range of ‘experiences’ available, from plush screening rooms
perfect for a small group to the cavernous 1,700-seat screen at
the Odeon in Leicester Square.
The investment in picture and sound technology was
forced to a large extent by the advent of digital technology.
The replacement of the old analogue technology not only

»
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improved sound and picture quality but transformed the ability
of cinemas to plan programming. Films are now delivered
on hard drive or streamed, rather than on reel, and any that
prove to be box-office flops can (in theory at least) be replaced
immediately, as can the posters and other marketing content.
Odeon has also introduced live streaming of events. ‘We can
do things today that were inconceivable before. Tonight, for
example, we’re broadcasting the premiere live to our cinemas all
over Europe.’
But digital projection has been a huge investment; in the case
of Odeon, the conversion of its screens, which was completed in
2012, cost upwards of £100m. While some cinema chains joined
forces with the biggest Hollywood studios to fund and manage
the transition to digital, Odeon took on the task alone. The
presence of venture capital money in the exhibitor sector in the
UK has certainly worked in its favour; Guy Hands’s private equity
firm Terra Firma bought Odeon Cinemas in September 2004 for
€650m and UCI Cinemas a month later for €350m, while its main
rival, Vue, was owned by venture capitalists until its management
buyout in 2006. Williams says that being owned by Terra Firma
means that ‘we can be more dynamic; the speed of decisionmaking is much quicker’.
The digital conversion was by far
the biggest investment Odeon had
ever attempted – and Williams, who
was head of its digital finance team at
the time, had responsibility for funding
it. The transformation needed went
well beyond the complex technical
requirements: ‘The skills we need
as a group have also had to evolve
considerably,’ he says.

‘Door wide open’

£657.4m

Group revenue in 2014

119

Cinemas in the UK and Ireland

936

Screens in the UK and Ireland

*
*

‘You need a very strong and
capable team; I’ve learned
always to employ people who are
brighter and better than you.’

Tips

‘FDs need a broader range
of skills; they’re not just an
accountant. I made sure that I covered off the things
I needed to do in order to reach an FD role – like
working with shareholders and
senior management, for example,
an FP&A role and managing an
IT project.’

‘We see Netflix
consumers as
a good target
audience for us
because they’re
more likely to
want to come to
the cinema’

In fact, Williams had returned to Odeon
after leaving the company a year earlier
because he felt unchallenged as group
financial planning and analysis (FP&A)
manager. ‘I joined Odeon originally in
2007 but left two years later to set up
the finance team at HSS Hire.’ As it turned out, the timing was
unfortunate as the construction sector virtually collapsed shortly
afterwards. Nine months into his new job, the phone rang. ‘I
believe that if you have to leave a job, you leave with the door
wide open. I’d always had a good relationship with the CFO at
Odeon, and he called me and said that he had a different role
that I might be interested in. So I went back.’
In 2014 he was made FD of the UK and Ireland and says
he was ‘ready. An FD role had always been the aim.’ After
graduating from Manchester University with a degree in
economics and statistics, he worked for the Danish publisher
Egmont, the home of Mr Men. His Qualification has, he says,
been crucial. ‘I wanted to have a professional qualification after
leaving university and I’d always had a commercial orientation
towards business, so accountancy seemed like the natural

Basics

*

‘If you’re aiming for your dream
job there’s always a bit of luck
involved. And patience.’

progression. The ACCA was right for
me; I always knew I wasn’t an auditor
and I lean towards financial accounting
rather than management accounting.’
In 2000 he moved to GE Capital, with
the intention of developing his skills on
the analytical side of business: ‘The joy
of GE is the variety of roles,’ he says. ‘I
was there seven years and worked in
procurement and FP&A, led an IT project and ran an analytics
team. It’s a brilliant organisation in which to spread your wings
and learn.’
At Odeon, Williams runs a finance team of 45, based in
Manchester. ‘The core of the team is commercial finance and
accounting, and transaction processing, but also a shared
responsibility for group FP&A,’ he says. ‘We are organised like
any other retail-orientated, customer-focused business.’
His own role, he says, is concentrated heavily around
management information. The most important figure is the
box-office take, particularly on a Monday. ‘The weekend trading
numbers are very important and we always want to see if they
reflect our forecasting,’ he says. Even though digital technology
means that the booking of films is no longer static, the success
of any exhibitor depends to a huge extent on the films it
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Tense relationship
It is not only about customer demand, though. While some
independent films do well thanks to word of mouth, generally
those that do best are the films that are most widely shown –
which means those made by the largest Hollywood studios that
have the money to invest in distribution (often through their
own distribution arm). As a result, the relationship between
distributors and exhibitors has the potential to be tense. ‘Our
relationship with the studios is crucial, but it’s not a simple
supplier/buyer relationship,’ says Williams.
The agreement to show each film and the conditions attached
to the deal are negotiated between exhibitor and distributor
on a film-by-film basis. The two often work together, jointly
marketing films to build as large an audience as possible; when
it goes well, both studio and cinema win. But things can also go
the other way, and occasionally we get glimpses in the press of
how finely balanced the relationship between distributor and

£73.09m

£68.55m

£66.10m

£64.20m

£63.01m

Mamma Mia!

Harry Potter and the
Philosopher’s Stone

Jurassic World

Lord of the Rings: The
Fellowship of the Ring

£73.97m
Toy Story 3

Harry Potter and the
Deathly Hallows, Part 2

£80.29m
Titanic

£84.31m
Spectre

£94.03m
Avatar

chooses to show and its ability to spot a winner (or a dud). ‘A
lot of science goes into the booking of films,’ says Williams. ‘We
don’t get it wrong very often. We track what’s going on on social
media, which gives us some insight into what customers want. It’s
an intelligent approach to tracking demand. Geography comes
into it, too – Legend [about the Kray twins], for example, did very
well in London but not so well elsewhere.’

Skyfall

£103.22m

All time top-10 films in the UK

Source: UK Cinema Association

exhibitor can be. In 2008, for example, Odeon refused to show
the latest Rambo film at any of its screens after failing to agree
commercial terms with its distributor, Sony Pictures Releasing.
It is impossible to estimate exactly what the decision cost the
film, but industry analysts said at the time that it halved the film’s
potential takings.
Although Odeon & UCI has been put up for sale twice
in recent years – in 2011 and 2013 – without success, and an
alternative route of listing on the stock exchange has also been
mooted, Williams dismisses any suggestion that the uncertainty
might be distracting. ‘The private equity cycle inevitably means
they will exit at some point,’ he says. So business carries on as
usual – even if business, in this case, is leisure. ■
Liz Fisher, journalist
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The export delusion

Businesses are urged to look to export markets, but research warns against treating global
expansion as a default growth option, and to explore the risks and opportunities instead

H

ere’s an idea: grow your company internationally,
reap benefits for your business and help improve your
indigenous economy. And here’s an alternative idea:
exploit your domestic markets to the maximum, ruling out
foreign expansion as a risky adventure, which the statistics
tell you will most likely end in tears.
Clearly these two strategies are incompatible, so boards
thinking of obeying the urgings of lobby groups and politicians
to export through selling directly or setting up abroad should
first listen to the research findings of academics.
The business-inspired Cole Commission was certainly
cheering for exports. Its final report published last year describes
itself as ‘an action plan for the new [UK] government to turn the
dial on exports’, adding that the report ‘is prepared, intentionally,
to provide the government
with a clear and concise
blueprint from business to
generate a step-change in
export performance’.

Stay at home
An academic research paper
has already identified a stepchange in performance when
companies go international,
but not in the way envisaged
by Cole. According to the
analysis by three academics
– Michael Mayer, professor
of strategic management
at Bath University; Christian
Stadler, professor of strategic
management at Warwick
Business School; and Julia
Hautz, assistant professor at
the University of Innsbruck
– companies usually
underestimate the challenges
of going global and would
be better off staying at home.
According to the
academics, admiring global
high-performers such as GE,
IBM, Shell and BMW is one
thing; emulating them is
quite another. Looking at the

performance of 20,000 companies in 30 countries, the academics
found that selling abroad had an average return on assets
(ROA) of -1% as long as five years after the move into overseas
territories. It takes 10 years to reach +1% ROA, and only 40% of
companies turn in more than 3% ROA.
As part of their examination of companies in the database, the
researchers also looked at those that had expanded domestically.
Typically they had an average ROA of +1% after five years, rising
to +2.4% after 10 years, with 53% exceeding 3% ROA.
Mayer and Stadler say the lesson from their research is that
most companies should not treat international expansion as a
default growth option. Like diversification, it comes with many
challenges. Few companies have the size or management
capabilities to make a success of going overseas, and for most it
may well be more profitable
to look closer to home.
Another conclusion of
the research is that not all
of those high-achieving
companies have gained
their exceptional success
through the export market.
The academics found that
a third of the top 10%
ROA performers in the
database conduct almost no
international business.
Most British businesses
do take a cautious approach
to the global challenge. Only
a quarter of British small and
medium-sized enterprises
(SMEs) are internationally
active, a figure that compares
poorly with Germany, where
half of similar companies
are exporters.
Anthony Walters, ACCA
policy manager – western
Europe, says it is equally
concerning that it’s the
faster-growing economies,
such as China and Russia,
that are seen as the hardest
to break into. He says:
‘Language is still a significant
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barrier for many attempting
Michel Driessen, partner
to break into these markets,
and transaction advisory
Five ways for UK to boost exports
and it would be good to see
services markets leader
government do more to help
for EY UK & Ireland, says
The Cole Commission report recommends five action
SMEs overcome such barriers.’
knowledge is vital. ‘To be
areas to improve the UK’s export performance:
Would-be exporters, says
successful globally, you must
Cabinet-level leadership to drive exports
Walters, would also do well to
first understand your market:
a reformed, customer-focused UK Export Finance and
seek advice from accountants
conduct comprehensive
UK Trade Investment working as one
on controlling export costs.
market research, hire the
a one-stop shop that coordinates and simplifies all
Lesley Batchelor is director
most experienced executives
SME export support
general of the Institute of
that know that market and
a public procurement strategy that encourages bidders
Export (IOE). Founded in 1935,
understand the consumer
to bring UK SMEs into their supply chain ready for
the IOE describes itself as
groups and the channels to
exporting
the ‘only professional body
an educational system that puts international trade and
market. Second, learn about
representing international
exports on the agenda.
the culture and consider
trade’. So it is perhaps not
acquisitions that will leverage
surprising that Batchelor
existing relationships and
questions some of the academics’ findings: ‘This is more about
infrastructure. Third, and most importantly, be prepared and be
companies that launch or acquire subsidiary businesses in
patient. Plan early, phase your launch and commit staff to the
foreign countries.’
project with plenty of lead time.’
Those who have not yet moved into international markets
Look before you leap
should realise how costly the venture is likely to be. ‘That does
For Batchelor the message from the Mayer/Stadler/Hautz
not mean you should not do it,’ Driessen adds. ‘But it will take
research is that companies should think carefully before moving
years before it turns out right, and businesses can probably
outside their core area of experience and expertise. That move
expand more easily locally rather than globally.’ The overriding
could be anything from just selling (either domestically or abroad)
corporate mantra for decades has been to specialise and not
right up to running a manufacturing operation abroad. Or it
diversify, but Stadler and Mayer suggest it might be easier for
could be moving from familiar domestic legislation to dealing
corporates to increase the range of their products or move into a
with unfamiliar foreign jurisdictions. She says: ‘The message is
related business rather than enter a new international market.
not to be wary of exporting but to ensure that if you expand your
corporate structure overseas, your company is definitely capable
Realism, not rules
of handling that expansion and profiting from it.’
The findings from the database analysis should not be seen as a
counsel of gloom for international trade or for businesses looking
to expand. As Batchelor points out, 97% of UK businesses are
Average annual return on assets
SMEs employing fewer than 10 people and are not going to
become global players, although that should not stop them
having realistic ambitions. ‘There is a danger in business of being
Staying local
too prescriptive,’ says Batchelor. ‘The companies I work with have
2%
different products and services, therefore different catchments,
methods, levels of resource, knowledge, experience and skill,
and routes to market. They can all become successful exporters
in one way or another. The measure of their success comes from
Going global
0
achieving their own plans.’
Mayer is equally clear that they are not saying they
want companies to stay at home. ‘The point is that many
companies overestimate the opportunities of going abroad and
-2%
underestimate the risk and challenges going with it,’ he says.
‘Explore those risks and opportunities, and it can really pay off.’ ■

*
*
*
*
*

Peter Williams, journalist
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The Cole Commission report, Turning the dial on UK
exports, can be downloaded at bit.ly/CC-exports
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Back to basics

In the latest in our ‘all you ever wanted to know but were too afraid to ask’ series, we look
at the EU’s powerful yet complex institutional setup

The EU’s writ runs across 28 countries
and affects over 500 million people.
Yet despite the its undoubted power
and influence, the EU’s controlling
institutions are poorly understood
by the general public – and by many
professionals for that matter. When it
comes to transparency, the EU is often
its own worst enemy.
Designed to reconcile the interests

of national governments and citizens in
a culturally, legally and socially complex
continent, the EU has grown organically
and luxuriantly, sprouting agencies,
committees and tribunals along the way.
Without cathartic elections triggering
abrupt changes of power, the EU has
never had a deep-cleanse – no powerful
figure or party has scrapped institutions
that may have outlived their usefulness.

However, plenty of EU institutions are
still relevant and important. This article
looks at some of particular interest to
accountants and auditors.

Financial watchdog
The European Court of Auditors is the
Luxembourg-based financial watchdog
that audits the EU budget and spending,
and advises the European Parliament
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on whether to accept accounts as being
right and proper. It has not always done
so – indeed, it has regularly refused to
give EU accounts as a whole a clean bill of
health. Sometimes the court homes in on
specific bodies – for instance, criticisms of
the European Medicines Agency accounts
in 2010 led the parliament to postpone
approval until it had received reassurances
about reforms to financial controls. The
court also regularly releases detailed
analysis on specific EU programmes and
policies, assessing their cost-effectiveness
and financial controls. More at www.eca.
europa.eu.

Budget control
The European Parliament’s committee on
budgetary control is the key body that
reviews the Court of Auditors’ advice
and decides whether members of the
European Parliament (MEPs) should
approve EU accounts. The committee
has been critical of EU accounting
procedures in the past and has prompted
the full parliament to refuse to accept
the EU accounts every year since 2009.
Most recently, it asked MEPs to refuse
to accept the 2013 budget because the
European Commission had not supplied
the documents it had requested. The
committee stages workshops, studies
and debates with the goal of improving
accounting transparency within the EU.
And it makes recommendations on
improving good financial practice for all
EU institutions, including the parliament
itself. More at bit.ly/EU-budcon.
The European Commission’s
directorate-general for budget is the
branch of the EU executive responsible
for preparing, managing and recording
the budgets and spending. It has around
500 staff and prepares annual and multiannual budgets – the EU plans mediumterm spending over seven years. It reports
on budget implementation, manages the
European Commission’s treasury, operates
financial IT, prepares the annual accounts
and handles budget discharge liaison. It
manages income as well as expenditure –
notably, making sure that the EU receives
dedicated ‘own resources’, such as import
duties, from member states. For more
about the parliament’s budgetary control
committee, go to bit.ly/DG-budget.

Anti-fraud
The EU’s anti-fraud office is known by
its French acronym OLAF – L’Office
Européen de Lutte Antifraude. OLAF is

The Economic
and Financial
Affairs Council
is the EU’s key
decision-making
body for financial
legislation
organisationally part of the European
Commission but operationally
independent and investigates fraud
in any institution of the EU, including
agencies. Its inquiry reports can lead to
internal disciplinary proceedings, and loss
of contracts and jobs. In extreme cases,
OLAF refers cases to national prosecutors
to launch criminal proceedings. OLAF
often responds to whistleblowers and has
a code of conduct for alerting suspects to
inquiries. For more about OLAF, go to bit.
ly/EU-OLAF.

Financial decision-making
The Economic and Financial Affairs
Council (Ecofin) is the EU’s key decisionmaking body for financial legislation;
it is made up of representatives of the
EU member states, who vote on the
European Commission’s proposals.
It is responsible for economic policy,
tax matters, financial markets, capital
movements, and economic relations
with non-EU countries. It prepares the
EU’s annual budget and controls the
regulations for the EU’s single currency,
the euro. Ecofin does not really exist
constitutionally, being merely a meeting
of the EU Council of Ministers when
financial and economic matters are under
discussion. But when an Ecofin meeting is
held, it is the EU’s finance ministers who
usually participate, underlining its power
and importance. For more information
about Ecofin, go to bit.ly/Ecofin.

Financial reporting standards
The European Financial Reporting
Advisory Group (EFRAG) is charged with
helping develop International Financial
Reporting Standards (IFRS) to reflect
European interests and views. Ultimately
this smoothes the passage of IFRS into
EU accounting legislation – an essential
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process since 2005, when IFRS became
mandatory for EU-listed entities. EFRAG
provides the European Commission with
technical advice on whether a new IFRS
can be endorsed. For more about EFRAG
go to bit.ly/EU-EFRAG.
The International Accounting
Standards Board (IASB) is not part of the
EU institutional line-up. But because EU
legislation refers to IFRS and insists that
the standards are used by a large number
of companies for their accounts, it has
been effectively co-opted into the EU
system. After being vetted by EFRAG,
a new IFRS is passed to the European
Commission, which consults with the
European Parliament, the EU Council
of Ministers and the EU’s accounting
regulatory committee (ARC) before
issuing a regulation, writing a new IFRS
into EU accounting legislation.

Legal approval
The decision-making system for approving
EU laws can be Byzantine in complexity,
reflecting the difficulty of reconciling the
interests of 28 member states and eight
political groups in the parliament, as well
as promoting unity within the union.
Most EU primary legislation goes
through the ‘ordinary’ procedure: the
European Commission proposes a
regulation or directive, which must be
approved by both the Council of Ministers
(representing member states) and the
European Parliament (representing
electors). This procedure is followed
for EU accounting law legislation, for
instance. However, for a limited range
of policy areas – including taxation – the
parliament has only a consultative role.
The decisions here are made by the
council alone; and for taxation policies,
unanimity is required.
Because of the difficulty of securing
unanimity between 28 member states,
an ‘enhanced cooperation’ procedure
allows a minimum of nine to agree a rule;
it has the status of EU legislation and can
be enforced, but only in participating
member states. An example is the
proposed EU financial transaction tax,
which has been resisted by the UK but will
apply in France and Germany.
Sometimes, primary legislation allows
the European Commission to pass its own
secondary regulations – such as making
a new IFRS compulsory for EU-listed
companies. ■
Keith Nuthall, journalist
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Show them the way

Scandals in the banking sector seem like a regular occurence, but how can financial
services be encouraged to act ethically without a framework for behaviours and values?

Peter Williams is an
accountant and journalist
The Bank of England is on the cusp of
publishing a guideline on corporate
governance in the banking sector and
the crucial roles of boards. The desire
is to dispel suspicion and re-engender
trust in the financial sector so badly torn
by the financial crisis. Part of this task is
to look at culture, risk appetite and risk
management, as well as management
information and transparency.
This far on from the banking crisis
and with corporate governance such an
embedded part of business life, it seems
strange that such a supervisory statement
is needed at all. But perhaps this getting
back to normal is a long road. Defining
correct cultural behaviour is a matter of
judgment, opinion and controversy. Take,
for example, Hervé Falciani, the former
HSBC employee whose disclosures

started the ‘Swissleaks’ scandal on banksupported tax evasion. Convicted of
industrial espionage, he has been accused
by the Swiss authorities of wanting to
sell the data he stole. He denies financial
gain as a motive, insisting he wanted to
expose how banks support tax evasion
and money laundering.
Last autumn the Bank of England also
published its long-awaited judgment
on the collapse of HBOS. The report
said that the HBOS board had a ‘flawed
and unbalanced strategy and a business
model with inherent vulnerabilities arising
from an excessive focus on market share,
asset growth and short-term profitability’.
The report also made clear that,
pre-2007, the bank was only concerned
with risk in the context of its strategic
objectives – a position that is now

out of date. ‘Recent global standards
also require risk appetites to address
more difficult-to-quantify risks, such as
reputational and conduct risks, as well
as money laundering and unethical
practices,’ the report added.
This is a big cultural change for banks
and one that won’t be easy to deal with.
Talk to any banker and the overriding
objective is to avoid trouble from
compliance. But that doesn’t create the
culture of corporate governance that the
Bank of England seeks.
The ‘Swissleaks’ case reinforces the
position of the Institute of Business
Ethics (IBE), which says that corporate
whistleblowing arrangements are not
working effectively. A recent IBE survey
found that half of employees aware of
misconduct do not speak up about their
concerns. Its Ethics at Work survey tries to
establish what employees think about the
way corporate values are applied in Britain
since 2005.
While corporate ethics programmes
are maturing and employees becoming
more aware of such programmes,
expectations on the organisation are
higher than ever. However, the survey
found 45% would not be willing to raise
concerns about misconduct and, of
those who had spoken up, the number
dissatisfied with the outcome of their
whistleblowing had risen from 30% in 2012
to 61% in 2015. Corporates are failing to
meet those heightened expectations, so
we seem to be little further forward with
the role of ethics in business.
Philippa Foster Back, IBE’s director,
says that doing business ethically makes
for better business. As business scandals
continue to emerge, on the available
evidence we can expect companies to be
compliant, but not ethical. And there’s a
difference – partly because the idea of
ethical behaviour implies a common set of
values and behaviours that are generally
and widely accepted. However, it is far
from clear that such a common framework
actually exists today. If that framework isn’t
in place, it is difficult to see how we can
be taught to think and behave ethically. ■
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Viability equals desirability
A viability statement can provide evidence of boardroom rigour, but investors must
judge for themselves whether the business model is sustainable, says Jane Fuller
As companies prepare their annual
reports for 2015, they may feel caught
between two conflicting demands. The
first is for a long-term growth story,
which entails risk-taking, and the second
is for reassurance about long-term
viability, including a focus on threats
to their existence. While the chorus is
growing louder for the former, it is the
latter that has led to a new requirement.
The UK Corporate Governance Code
(see page 60) calls on directors to state
the period over which they have assessed
the company’s prospects, and whether
they have a ‘reasonable expectation’
that it will continue to operate and
meet its liabilities. The origins of this
lie in the financial crisis and the 2012
Sharman inquiry, which recommended a
discussion of viability looking well beyond
the 12 months prescribed for the going
concern basis of accounting. The issues
include combining business planning with
risk management; assessing the resilience
of a company in stressed conditions; and
frank disclosure to investors of the ‘what
ifs…’ that could destroy value.
A few companies have had an early
go at producing these statements.
Derwent London, the commercial
property company, blazed a trail in its
2014 annual report. It chose a five-year
period, derived from both its strategic
review and the typical length of time
from planning permission to letting a
property. It said that financial metrics
with particular relevance to viability, such
as cashflow and dividend cover, were
subject to sensitivity analysis, but it gave
no detail on the assumptions.
Fast-forward to the 2015 report of
Grainger, another property company in the
private rented sector, and we get a longer
statement with some fascinating detail
on its stress tests. One scenario modelled
a house price crash of nearly 30% over
two years, with a slow return to growth;
another fed in a long-term price decline of
2% a year. The directors determined these
upsets could be weathered over their
four-year assessment period. Mitigating
action would include selling more

Jane Fuller is a fellow of CFA
UK and serves on the Audit
and Assurance Council of the
Financial Reporting Council
properties and ceasing to buy them. ‘Only
an unprecedented and long-term lack of
liquidity in UK residential property markets
would cause any threat to the group.’
The lessons are that boards should:
relate the viability assessment period
to business planning, not just as a
practical matter but as a disciplinary
check on any big ambitions
consider where the company lies in
its business cycle
be specific about the key assumptions
and how they have been flexed
give some explanation of how financial
stress would be dealt with, and
describe any extraordinary
circumstances that could see the
company off at any time.
These statements cannot do all the work
for investors, however. Can you imagine

*
*
*
*
*

the following statements from the two
UK banks whose failure prompted the
Sharman report?
HBOS: ‘We are focused on gaining
market share and rapid asset growth,
even though that means lowering lending
standards. If those assets plummet in
value, our balance sheet is not strong
enough to take the losses.’
RBS: ‘If we buy ABN Amro and it
turns out to have a pile of bad assets
rather than just being poorly managed,
the resulting losses will threaten our
existence.’
Viability statements – what is not said
as much as what is said – will provide
useful evidence of boardroom rigour. But
investors will have to exercise their own
judgment on management character and
the sustainability of the business model. ■
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Changed for good?

Companies tackle corporate culture bottom up, top down, any which way, with mixed
results. Better reporting could shine a light in a way consultants can’t, argues Robert Bruce

Robert Bruce is an
accountancy commentator
and journalist
Change is a difficult issue to crack.
Invent a killer app that makes life easier
for everyone and the world will queue
up to thank you and make you rich. Try
to make a company face in a different
direction and obstacles will be thrown
in your path from here to the horizon.
Once upon a time change
management programmes were seen as
the answer. An exorbitantly expensive
team of consultants would be hired, and
great plans, timetables and strategic
awaydays organised. And it would all
happen before any of the workforce or
their managers had an inkling. From there
the change would either be cascaded
downwards, or implemented from the
bottom up. Tone from the top would
become a relentless mantra. Buy-in would
be sought. A never-ending series of route-

maps and programmes would be rolled
out. And, eventually, the share price would
shift a bit upwards, and celebrations
would be in order.
I was present at one event where the
CEO was presented with one of those
giant cheques to hold aloft that lottery
winners used to be photographed with.
The cheering audience of employees
was then thanked for assisting with the
change that had brought about this
figure of added value. None of it was
very convincing. It is a chimera. You may
hope for it, but that doesn’t mean it will
come about.
There is more than just management
theory involved in change. Behaviour –
and not just corporate behaviour – can
have very strong roots. It can run back a
long way through history.

Social historians and urban
geographers find the same thing. A
recent book on the history of behaviour
in London after dark (Nightwalking:
A Nocturnal History of London, by
Matthew Beaumont) describes noisy,
drunken and riotous outbreaks among
young men in Cheapside in the City:
‘There was shouting in the streets, and
the unsettling noise of people running
and laughing; then the ominous and
distinctly uncommon sound of breaking
glass, an expensive commodity in the
sixteenth century.’ This particular incident
happened on a January day in 1543. A
gang of drunken apprentices got the
blame. Our contemporary Friday-night
uproar when traders and bankers go on
a spree has not changed a great deal in
500 years or so.
Studies of demographics produce
similar conclusions. Peter Ackroyd, one
of the more entertaining of London’s
historians, concluded (in his London: A
Biography): ‘Any slice or slide of London
life, in other words, would broadly mirror
that of previous and succeeding centuries.
There has been no fundamental change.’
Neolithic trackways parallel the runways
at Heathrow airport. The shiny Lloyds
building occupies the same site that,
for centuries, boasted the maypole that
towered over the City on festive occasions.

Elusive lasting change
The more widely you look, the more you
find that change that will have a lasting
effect is very hard to bring about. And it
is even harder in companies. They have
become used to short-term changes in
position – lurches this way and that as
investors, commentators and the share
price change tack. And they have become
used too to the idea that installing
another hopefully charismatic leader will
bring about miracles.
In a recent speech the chairman of the
Financial Reporting Council, Win Bischoff,
summed it up like this: ‘The board must
define the company’s purpose, the
outcomes it wants to secure and the
behaviours it wishes to promote. This
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Podcast
Hear Robert Bruce’s
podcast on the trials of
changing culture at www.
accaglobal.com/ab/podcasts

involves asking questions and making
choices about the correct balance
between constructive innovation and
disproportionate risk-taking; deciding
whether different parts of the business
should operate differently; maintaining
culture under pressure and through
change; balancing the delivery of
short-term and longer-term needs; and
encouraging constructive discussion on
culture among shareholders.’
In other words Bischoff knows what
it is. The difficulty is getting there from
here. The recent report from the Financial
Conduct Authority and the Prudential
Regulatory Authority into the collapse of
high-street bank HBOS in 2008 details
how hard it can be. Some £20.5bn was
lost. But if you read the report you find
that it is not the technical fancy-footwork
of the financial rocket scientists that was
to blame. It was ordinary commonsense,
admittedly in fevered times, not being
applied to almost every situation that
faced them.
They were probably doomed from the
start when they decided, post-merger,
that what had been the Halifax Building
Society and Bank of Scotland should
ignore their traditional strengths and
pursue entirely different strategic goals. It
was change management in all but name.
And that didn’t work either. The report
confirms that barking-mad stuff was going
on all over the place and no one seemed
able to do anything about it.

Change by stealth
It is tempting to suggest that change
management programmes and similar
efforts simply don’t work. And the use
of auditors may not help either. The
consultancy Independent Audit had this
to say recently: ‘Gathering evidence that
gives indications of problems is standard
audit methodology, but getting beneath
the surface of what’s caused them isn’t
always audit’s strong suit. And some
auditors need to have “something to
audit” and so want to assess behaviour
against policy statements or other formal
benchmarks, which will only get you so far.’

The long-term answer may be to bring
about corporate culture change by stealth
– bringing it in sideways as it were – and
avoiding all the disengaged downside
of anything that feels like command and
control. This is why something like the
concept of integrated reporting could
be useful in the future. Installing a useful
reporting system may allow other ideas to
surface in turn. And thinking about them
may be the stimulant that allows change
to follow naturally. It might then just
come about because it seems sensible
and logical – and nothing to do with the
consultants’ manuals. ■

What the auditor can do
At a recent Audit Quality Forum, Win Bischoff, chairman of the Financial Reporting
Council, argued that audit is now at the heart of corporate change. ‘A company
can improve its prospects and staff morale by developing a positive culture,’ he
said. ‘Culture can also be enhanced by learning the lessons from audit.
‘As part of every audit engagement, auditors need to have assurance and
evidence to prove that management operates with integrity and transparency.
The auditor also needs to be satisfied that risk management and internal
controls operate effectively, protecting the corporate reputation in addition to
investors’ interests.’
He explained that the extended auditor’s report can incorporate the impact of
poor culture on risk management and control. Where auditors get no confidence
about culture and internal control, they need to do more work to support their
opinion – an action that is transparently reported to all stakeholders through the
annual report. Auditors can also consider the information and statements made
by the directors in the company’s annual report to determine whether they are
consistent with the auditor’s understanding of that company.
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Have your say

Most members might be happy with the work ACCA is doing, but to be truly representative,
we need to understand your needs and views, urges ACCA president Alexandra Chin
May I take this opportunity to wish
you all a very happy, healthy and
prosperous 2016.
At the end of last year, one of ACCA’s
most important regular meetings took
place in London. The event was ACCA’s
International Assembly, and it brought
senior member advocates from around
the world together to discuss a range of
topics on how to ensure that we in the
organisation deliver support and services
to you, our members, and that we are
equipped to face the challenges that
are presented by the global business
environment.
International Assembly delegates
represent specific countries or regions
and provide ACCA with a direct line to
what member networks are thinking, what
they feel about the ACCA designation,
and what they reckon to the direction that
ACCA is taking. Their input provides a
vital extra dimension to the extensive and
ongoing research that ACCA undertakes
directly with members, students and other
stakeholders. What the International
Assembly tells us plays an influential role
in helping to develop ACCA’s strategic
direction and delivery.
Among the issues the International
Assembly considered in its meeting
last November (see also page 74) was
how we can encourage greater member
engagement with ACCA. In this changing
world, many professional bodies are
facing challenges in building the number

To be truly
representative,
we do need to
understand what
your needs and
views are

of members who are actively engaged in
shaping the future of their professional
organisation. For example, only around
3% of members voted in ACCA’s last
annual general meeting, which took place
in September, even though a group of
members had put forward a number of
thought-provoking resolutions that would
have changed the direction that ACCA
was taking in a number of important areas
if they had won enough votes.
While the number of those voting on
what may appear to be internal ACCA
issues might not reflect the true level of
member engagement, it does give an
indication that there is work to do.
It may be that the majority of members
are happy with the work we’re doing.
It may be that members simply want
to qualify, complete their CPD, retain

their membership and continue to be
successful, and that is all they require of
their professional body. But, to be truly
representative, we do need to understand
what your needs and views are.
The discussions we had at the
International Assembly will help to inform
work that has already been started by
Council. ACCA vice president Leo Lee is
leading a taskforce to look into how we
can encourage greater engagement.
I look forward to reporting back and
showing you how your Council is working
to ensure that ACCA not only promotes
and represents you, but also ensures that
outstanding opportunities are open to you
throughout your career. ■
Alexandra Chin runs her own practice in
Sabah, Malaysia
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The view from

Ian McDougall FCCA, managing director, McDougall
Johnstone, and Newsnight guest
appealed – I was always happier in an
advisory-type role. So I set up version
one of my own firm, where I learned so
much from advising other businesses,
eventually joining Johnston Carmichael
as an advisory partner before setting up
McDougall Johnstone.
Today my practice specialises in clients
in the innovation/technology and
hospitality/tourism sectors. Clients
typically have 1-50 employees. We do
a lot of ‘handholding’ as they establish
themselves and help source seed-funding.

I grew up in a working class part of
Glasgow called Greenock, famous for
building the world’s biggest ships. Yet
I told my careers officer I always wanted
to be an accountant. They fixed me up on
a Youth Training Scheme, where I earned
£27.50 a week.

I’ve learned to expect the unexpected,
no more so than when I was appointed
FD of Business for Scotland, part
of the ‘Yes’ campaign in Scotland’s
independence referendum. I quickly
learned that financing a political
campaign is a very different world from
business in many ways – good and bad.

I then came into contact with some
people from Ernst & Young and
decided I wanted a piece of that. After a
spell there, I decided the Big Four wasn’t
quite for me and moved to mid-tier firm
Haines Watts. I did well enough to be
offered a partnership, aged 27.

During the referendum debate I
ended up on Newsnight. I owe these
opportunities to my ACCA Qualification.
It demonstrates we are professional,
educated, moral, hardworking and
trustworthy. Such characteristics are gold
dust in the world of politics.

Everyone told me I was mad to turn
down this offer. But it didn’t feel right.
I always felt roles were categorised as
‘audit’ or ‘corporate finance’. Neither

Another unexpected opportunity at this
time was being asked to become FD of
a start-up distillery. I was working with the
founder to establish the necessary finance.
When I realised what a great opportunity
it was, I decided to invest and took a stake
in the business. Our products are now
available in the UK, US and Dubai.

‘If we do all the
things we are
capable of, we will
astound ourselves.
This is on my
business card.
I absolutely
believe in it’

If we do all the things we are capable
of, we will literally astound ourselves.
This is on my business card. I absolutely
believe in it. Hard work is good for the
soul. If you work hard, it’s amazing what
you can achieve.
My spare time is devoted to my wife
and two children. After seeing me on
television, my son asked me if I’m more
famous than Lady Gaga. ■

Snapshot: internal audit
Increased scrutiny on boards,
higher expectations around
business conduct and integrity,
and more onerous disclosure
requirements have resulted in
greater reliance on internal audit.
While this is particularly true
in financial services, companies in
other sectors face similar demands
and increasingly value the skills
and insights of the internal audit
function. It has an important role to
play around complex risks as well,
in areas such as cybercrime, which
are high up the board agenda.
Delivering the required
assurance and support with an
expanded remit and limited
resources is leading many internal
audit teams to turn to co-sourcing
to fill resource gaps and assist with
new risk and reporting areas.
It also means internal auditors
with the right skills and qualities
are in high demand. In particular,
companies need people who can
operate at the most senior level,
are visible and strategically minded.
Soft skills around communication
and the ability to see problems from
different perspectives are key, but
difficult to come by. All of this is
putting upward pressure on salaries.
In return, it is a discipline
that offers exposure to senior
management and the opportunity
to gain a broad perspective across
business areas and geographies,
making it a rewarding career choice.
Gordon Craig, director of
internal audit, 3i
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Forward thinking

ACCA’s president and practitioner Datuk Alexandra Chin FCCA reflects on her career
so far and looks forward to the challenges she faces in the year ahead
Datuk Alexandra Chin is well aware
that she has taken on the role of
ACCA president at a time when
the accounting profession is facing
huge challenges – from the rise of
technology and increased regulation
to the ongoing issue of attracting and
retaining talent. But like everything
she’s taken on in the past, her approach
is to shoulder the role and the
related responsibilities with courage,
enthusiasm and grace.
‘This is an exciting time to lead ACCA
as we try to achieve our vision of being
number one in developing the professional
accountants that the world needs,’ says
Chin, who assumed the helm in September
2015. During her tenure, Chin, through
her many engagements and meetings
with members and stakeholders, will be
emphasising ACCA’s core values.
‘These core values of diversity,
opportunity, innovation, integrity
and accountability are the same values that
ACCA has kept since its inception in 1904,
and these are the core values that have
given me opportunities,’ she says. ‘I will
in particular focus on diversity, especially
in relation to open access and giving
opportunities to people around the world
to study accountancy because this is how I
got my start in the profession.
‘I achieved the ACCA Qualification
via part-time via self-study and I passed
all the way. With that, I have been able
to have a fulfilling career. That’s how
supportive ACCA is, and that’s what I want
to emphasise,’ she says, adding that she is
honoured to represent ACCA members as
well as serve as its ambassador.
‘I am making sure that I am meeting
as many members as possible. They are
the centre of ACCA and to date I have
met some of the best and brightest in our
ACCA family. The really great thing about
meeting our members is that each of
them has a unique story to tell about how
ACCA has changed their lives and given
them opportunities, and I see parallels
with my own story,’ she says.
Chin adds that she has also been
engaging with university students and is

Datuk Alexandra Chin has 32 years’ experience in public
practice. She qualified with ACCA in 1986 and has her own
accountancy practice in Sabah, Malaysia. Chin has been an
ACCA Council member since 2005 and, prior to this, served
as an International Assembly member representing Malaysia
(2003-05). She is also a member of the nominating committee
and was president of ACCA Sabah (1999-05).
Chin has been actively involved in various professional bodies and organisations
in Sabah, including the Malaysian Institute of Accountants, the Chartered Tax
Institute of Malaysia, the Board of Trustees of the Sabah Parks and Sabah Sports
Board. She is currently a member of the Sabah Tourism Board. She was also
appointed a justice of the peace in 2009 and is a member of the Commonwealth
Magistrates’ and Judges’ Association. She was conferred Datukship in 2014.

CV

keen to share her story and inspire them
the way ACCA has inspired her.
Encouraging the younger generation
to take up accountancy is important, she
says, given the many choices available to
them today. ‘Nowadays one is spoilt for
choice and if people don’t come forward
to take up accountancy, then there
will be a real shortage of talent. That’s
why we are going into new markets to
promote ACCA and we’re also helping
in the capacity-building and training of
accountants in emerging markets,’ she
says, adding that in the last few years
the organisation has made inroads
into the likes of Turkey, Indonesia, Laos
and Myanmar.

Advocate for women
As the fourth woman president of
the ACCA, Chin is also mindful of her
responsibility to advocate for women to
take on leadership roles. Interestingly, she
points out that when she joined ACCA
as a student in 1981, the president at
the time was the late Vera di Palma, the
organisation’s first woman president.
So does she feel an added burden
taking on the role of president? ‘Well,
yes and no,’ she says. ‘No because we
have many female students already doing
accountancy. We have future finance
leaders coming up the career ladder, but
I think what’s challenging is for women
to take on leadership roles because of
family considerations.

‘I see accountants
as trusted
advisers, so we
as practitioners
need to be at
the forefront
of changes and
developments’
‘I think that for many women, when
faced with the choice between family
and a career, family comes first. Having
left work and then come back, it’s also
challenging to work your way up again,’
she says. ‘Having said that, I recently met
an ACCA member at a new member
engagement and she shared with me that
she is already a grandmother. That is how
flexible ACCA is – there are no barriers.’
Chin adds that although there is no
shortage of talented leaders, women are
sometimes shy or prefer to maintain a low
profile. ‘And that is why sometimes they are
overlooked when it comes to promotion.
So women need to be more visible or else
they will be passed over for promotion,’ she
says, adding that ACCA women members
can play a bigger role in supporting and
inspiring the younger generation.

»
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The importance of role models
ACCA president Datuk Alexandra Chin hopes that more women members
will step up as role models and encourage young accountants and finance
professionals to move up the career ladder into leadership roles.
Chin, who is ACCA’s fourth female president since the association’s
inception in 1904, says that although there are many female students taking up
accountancy and ACCA is regarded as one of the more diverse professional
accounting bodies in the world, women members need to share their respective
journeys and inspire the younger generation.
This has been one of her priorities since her tenure as deputy president began in
2014 and which she plans to continue during her term as president. She says she is
especially gratified when women tell her that they are inspired and moved by her story.
‘I had a breakfast meeting recently in Prague and we had some sharing sessions,
and one of the questions was how long I took off from work when I had my children,’
she recalls. ‘I said that I went straight back to work after my maternity leave.
‘Later, one of the participants came up to me and said that she too chose to go
straight back to work after having a child. I hope our female members can be role
models for other members.’

Another topic that is close to her heart
is the important role that accountants
and finance professionals have in aiding
the growth of small and medium-sized
enterprises (SMEs). ‘I see accountants as
the trusted advisers for SMEs. When they
need to make decisions, they come to us.
So we as practitioners need to be at the
forefront of changes and developments.
We need to be aware of what’s
happening on the regulation front so that
we are able to advise them and to help
them be aware of certain issues,’ she says.
When Chin first started her private
practice in 2006, her clients were
SMEs that have since grown and
expanded their businesses. ‘Most are
family businesses and, in many cases,
the second generation that is running
these companies is still with us, so it is
encouraging to see that we are still their
trusted advisers,’ she says.
The key to playing this role, she adds,
is to listen to clients’ needs. ‘They all have
different needs,’ she says. ‘Some may want
expansion and growth; some may want
access to finance. You have to understand
their needs in order to help them.’
In the same vein, Chin feels that it is
important for accountants and finance
professionals to play a bigger role in
facilitating change within an organisation,
and to that end apply the essential
principles of entrepreneurship to the
organisation that they are working in.
‘This involves being innovative and
generating new ideas to create value in an
organisation. I think that in today’s world,
given the presence of complex data and

the amount of business information, it’s
important to make the right decisions. So
I see that CEOs will increasingly rely more
heavily on the CFO to navigate through
all this complex data and offer insight for
business decisions,’ she adds.
Here, she says, ACCA has a role to
play through the research papers and
insights the organisation produces, which
serve as a guide for members. She also
highlight’s the organisation’s Accountancy
Futures Academy, which has been created
specifically to look at future trends and
their impact on the profession. ‘We’re
always at the forefront and ensure that our
members are kept up to date,’ she says.

Reassessment of goals
Chin, who has been a Council member
since 2005, did not initially plan on
throwing her hat into the ring for the role
of president, but a personal experience in
2013 prompted her to reassess her life’s
goals and achievements.
‘I started thinking of what I’ve done,
and asked myself if I was doing all the
things that I should be doing,’ she says.
‘I started to look at my career and I was
happy with what I had been doing. It was
my seventh year on the Council and I felt
that I could do more. I didn’t want to be
in my eighties or nineties and regret not
taking on the challenges. So that’s when
I decided to take the bold step and put
myself forward.’
Such an attitude, she says, is very
much in her nature. ‘It was the same
when I decided to start my own practice
in 2006. I don’t like to consider too

‘I looked at my
career and was
happy with what I
had achieved, but
it was my seventh
year on the
Council and I felt I
could do more’
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much and give myself all the “what if”
questions. This would make me afraid
of embarking on anything, and putting
more “what ifs” before myself would
just demoralise me.’
This attitude has, recalls Chin, served
her well right from the start of her career. ‘I
was initially registered to study marketing,
but a guidance counsellor suggested
that, with my aptitude for maths, I could
actually take up ACCA and become an
accountant,’ she says. ‘So I thought: “Ok,
I will be an accountant.” Once I decide on
doing something, I don’t dwell too much
on the decision.’

Chin believes that her experiences
as an ACCA Council member, as well as
her involvement in other professional
bodies and organisations, are valuable
in her current role as president. ‘I
think the lessons I’ve learnt from
my previous experiences are the
importance of interpersonal skills and
managing relationships,’ she says,
adding that her experience as the
Sabah chairperson of the Malaysian
Institute of Accountants and Chartered
Tax Institute of Malaysia has helped
her to manage relationships with
various stakeholders.

33

‘ACCA has partnerships with many
professional bodies and is moving
into new markets and building new
relationships, so it’s important to maintain
and enhance those relationships,’ she
says. ‘In any partnership, understanding
and communication will be crucial.’
Chin says that she is indebted to
the support of ACCA’s executive team,
headed by chief executive Helen Brand
and Council colleagues. ‘We make a good
team and it’s going to be a very fulfilling
year ahead.’ ■
Sreerema Banoo, journalist
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The price of corruption

While standards of compliance have risen across all markets, corruption still imposes a
heavy cost on ethical companies and acts as a deterrent to potential investors
30%
n deals to
Lost out o mpetitors
co
corrupt

Lost business

Anti-corruption agreement

In its latest annual survey of business
41
attitudes to corruption, consultancy
Pulled out of a %
deal
Control Risks concludes that corruption
of risk of corru because
ption
imposes a heavy cost on international
business. Although the picture is
30%
Didn’t do business
improving, investors are still deterred
in a coun
be
cau
se of corruption risk try
and deals killed off by corruption risks.

There is broad agreement globally – even
in countries with relatively high levels of
corruption – with the proposition that
international anti-corruption laws are
improving the business environment.

Staff whistleblowers are your best allies

18% Strongly agree
46% Agree
22% Disagree
8% Strongly disagree
6% Don’t know

It is better to be alerted by concerned employees about compliance
infringements and to take action than to wait for a call from law enforcement.
However, the survey points to potential weaknesses in compliance.
Percentage of organisations that have
conducted an internal investigation into
suspected corruption
11%

35%

51%

For more information:
Read Control Risks’ International
business attitudes to corruption
2015/2016 survey (which includes five key
recommendations for strategic
anti-corruption measures that enterprises
can employ) at bit.ly/CR-2015

51% No investigation | 35% Internal whistleblower | 32% Internal fraud discovered |
19% External whistleblower | 11% Requirement by regulator |
9% Press report | 8% Finding of benchmark exercise

48%
37%

35%
18%

46%
35%

31%

27%

Singapore

Middle East

14%

Indonesia

Germany

23%

France

Mexico

20%

39%

India

24%

US

38%

China

43% 41%

Colombia

Companies based in non-Western countries
are more likely to lose deals to unethical
competitors. Those based in Nigeria
suffer most heavily, with 48% of deals lost
to corrupt rivals, followed by Indonesia
with 46% and Colombia with 43%. Only
businesses based in the Middle East
(principally, the UAE) matched those in
mature economies in losing fewer deals to
corruption than the global average. The
dotted line in the graphic represents that
global average (30%).

Companies that have failed to win contracts where there is strong
circumstantial evidence of bribery by the successful competitor

Canada

Developing and emerging
economies feel the pain

Australia

32%

South Africa

19%

Nigeria

8%

UK

9%

Brazil

s
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Fixing the broken model

There’s a growing agreement that corporate reporting isn’t giving investors the information
they need. But how can this be rectified and who should be in charge of making it happen?

A

t the recent PwC ‘Meet the Experts’ conference on
financial reporting, the audience was asked whether
they thought that financial statements would retain
their relevance for users in the coming decade; 76% of
(preparer-heavy) attendees thought that they would. The
answer surprised many of the speakers at the conference, for
good reason.
The clamour for reform of corporate reporting has steadily
grown in recent months and years – there is a general view that
corporate reports have become too long, that financial information
is too complex, that disclosures in particular have reached an
unmanageable volume, and that the amount of non-financial
information provided by companies is making comparison
between companies and across sectors increasingly difficult.
The audience’s answer, though, reflected the fact that users
will always need financial information and corporate reports
will always be the vehicle that delivers it. However, the more
fundamental, underlying question is what will corporate reports
actually look like in 10 years’ time?
It is clear that the momentum for a complete overhaul of
corporate reporting is steadily growing. A number of international
bodies are working on projects that are designed either to tackle
complexity and information overload, such as the International
Accounting Standards Board’s (IASB) Disclosure Initiative, or to
attempt to standardise the increasing volume of non-financial
information provided by companies (such as the European
Securities and Markets Authority’s guidance on alternative
performance measures). At the same time, the requirement for
additional information from regulators
is growing, from country-by-country
reporting to the disclosure of risk
policy. The result is a mass of often
overlapping and confusing information,
with little apparent logic behind it.
Add into the mix rapidly evolving
technology that is changing the way
financial information is used and read,
and it seems that corporate reporting
is falling very quickly into a box marked
‘unfit for purpose’.

Who’s in charge?
What the situation lacks is a common
viewpoint on where corporate
reporting should go – or at least
someone who is prepared to co-

ordinate the evolution. Part of the problem is that no single
body has responsibility for corporate reporting as a whole. The
IASB can explore ways of simplifying the reporting of financial
information but, as Ian Mackintosh, deputy chairman of the
IASB, told the recent International Integrated Reporting Council
(IIRC) conference, ‘we are constrained by our existing mission’.
There are also clearly limits to what the IASB can do through
International Financial Reporting Standards (IFRS) alone. IASB
member Steve Cooper pointed out at the Meet the Experts
conference that ’simplification [of accounting standards] would
be welcome, but I’d challenge anyone to achieve that, given the
complexity of business’.
One option is for the IASB to widen its remit beyond financial
reporting. The trustees of the IFRS Foundation are considering
the responses to its consultation on proposals to enhance the
structure and effectiveness of the organisation, which asked
whether the IASB should play a more active role in developments
in wider corporate reporting. The trustees themselves, though,
said that they ‘continue to view the organisation’s existing forms
of co-operation as a more appropriate approach than the IASB
broadening its scope of work into areas outside the traditional
boundaries of financial reporting. Mackintosh said it was ‘an
open question whether we should be more involved or not’.

Coordination and integration
There are initiatives intended to bring more cohesiveness and
logic to corporate reporting, the most high-profile of which
is integrated reporting (described by the IIRC as ‘a concise
communication about how an
organisation’s strategy, governance,
performance and prospects, in the
context of its external environment,
lead to the creation of value in the
short, medium and long term’). The
Corporate Reporting Dialogue,
launched in 2014 and in which the
IASB, Financial Accounting Standards
Board (FASB), IIRC and Global
Reporting Initiative all participate, is
attempting to create a coordinated
discussion about the various
reporting frameworks, standards and
requirements around the world, but
progress has been slow.
So now the Fédération des Experts
Comptables Européens (FEE) has

‘Accountants
are uniquely
positioned to
begin the debate.
We are natural
intermediaries
between users
and companies’

»
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taken on the task of ramping up the debate with a new
discussion paper, The Future of Corporate Reporting
– creating the dynamics for change. The paper
argues that the audience for corporate reporting
is growing and diversifying, new business models
are developing, and technology is transforming
our environment at an unprecedented pace – but
corporate reporting is failing to keep up with
developments. The paper intends to
kick-start the debate that needs
to happen and hopefully

encourage some sort
of consensus (or at
least coordination)
internationally among users,
preparers, regulators, standard setters
and governments. It is a step outside
FEE’s usual remit, having previously
concentrated on financial rather than
corporate reporting.
‘This has had a long incubation,’ says
Mark Vaessen, chair of FEE’s Corporate
Reporting Policy Group. ‘It’s clear that
there is a need for debate, so we need
to stimulate the initiative. This is a
substantial thought-leadership piece
for us.’
Hilde Blomme, FEE’s deputy
CEO, stresses that the paper is not
a FEE view on the future, but brings
together different views from a wide
variety of stakeholders. Vaessen adds
that accountants are uniquely positioned
to begin the debate: ‘We are natural
intermediaries in the accounting
profession between users and companies.
We have to arbitrate between the two. It’s a
natural role for us.’
The FEE report discusses the various
developments in financial and corporate
reporting, as well as initiatives to simplify
accounts and improve communication. It

describes integrated reporting (IR) and
the IIRC’s IR framework as ‘promising’, but
adds that IR is still developing and in an
experimental phase: ‘It needs to evolve
further to fulfil its mission to establish
integrated reporting and thinking within

reporting practice as the norm.’
In its report, FEE puts forward its own
suggestion. It says that the ultimate aim should
be ‘a single, easy-to-understand report’ that aims to
address the needs of a wider stakeholder audience. As
a way of achieving this, it puts forward a ‘core and more’
approach. The ‘core’ is an overarching report or executive
summary, which would include ‘key information that is
important for understanding the company’s affairs, key
financial results and additional information that’s considered
relevant and material for the company’s stakeholders’, based
on relevance and materiality. The core report would include
information on ‘expectations for the future’. This would be
supplemented by (and hyperlinked to) a series of ‘more’
reports, containing additional information such as disclosures
for financial statements, to support the information in the
‘core’ report. Users could then pick and choose which detailed
information they needed.
The report raises a number of difficult questions that will
need to be addressed as part of the debate. Some of them
go to the basics of accounting, such as the primary qualitative
characteristics on which reporting is based.

Timing is key
The IASB’s Conceptual Framework names relevance
and faithful representation as the primary qualitative
characteristics, with other characteristics such as timeliness
and comparability supporting them. The FEE report, though,
concentrates on the relevance and timeliness of information,
even if that comes at the cost of comparability. ‘For users,’ it
says, ‘the timeliness of financial information is key. Users seem
to be prepared to take risks and rely on incomplete and even
unreliable financial information, if it is produced on a timely
basis. It is a critical choice whether all of the corporate report
should be prepared and issued at the same time, or whether
some information may be issued later or earlier or when
relevant events occur.’ It adds that relevant information ‘is
buried in the ever-increasing volume of financial information’
and that financial statements need to evolve to retain their
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relevance and not be seen merely as a
compliance exercise.
‘Relevance is more important to
me than comparability,’ says Vaessen.
‘There will always be a certain
level of comparability because of
market forces, but relevance trumps
comparability.’ Blomme adds that
‘anyone expecting comparability to be
the priority in this will be disappointed’.
Crucially, the ‘core and more’ reports
would not necessarily have to be
available at the same time – the
core report would need to be
timely, while ‘more detailed
information such
as specific

develops in the market,’ says Vaessen.
The UK has done it with the FRC’s
Reporting Lab – maybe we could
replicate that.’
The FEE paper is open for
consultation until the middle
of 2016, after which FEE will
come up with a list of policy
recommendations. One of
the first and most important
questions to answer, though,
is who will be in charge of
taking things forward
from that point.
‘We don’t have
the answer
to that;

The audience
for corporate
reporting is
diversifying,
but corporate
reporting is
failing to keep up

disclosures
could become
available at a later
stage’. ‘Maybe we need to
step away from a purely periodic
approach to reporting,’ adds Vaessen. Instead, reporting
could be a combination of the dynamic, periodic and ad hoc,
with information updated depending on the relevance and
urgency of the information and when it becomes available.
One of the biggest areas of corporate reporting in need of
attention is non-financial measures and information. The paper
argues that its increased use means an international framework
is becoming essential. It cites an article by Robert Elliott,
former chairman of the American Institute of Certified Public
Accountants, published in 1998, which illustrated the diminishing
influence of financial statements on markets and said there is
need for ‘decisive leadership’ in developing a common
international framework for non-financial information. ‘Financial
reporting is well-developed,’ says Vaessen. ‘It’s other areas that
need attention.’
‘The crux of what our report is trying to achieve is how to put
some structure around the unstructured information,’ he adds.
‘It’s open to all kinds of manipulation – boards talk about what’s
important to them, but without the key performance indicators
to measure them. It can often be a story that’s not based on fact.’
The FEE report stresses the need for the accountancy
profession to innovate if a solution is to be found. ‘Innovation

there are a lot of players
in the debate,’ says Vaessen.
‘But it will certainly need government
support. I see a lot of parallels to the 1970s when the
International Accounting Standards Committee was created.
The need for global accounting standards was seen and the
initiative was taken up by the profession. It took a long time, but
without a dot on the horizon, things won’t move.’ ■
Liz Fisher, journalist
For more information:
To hear IIRC chairman Paul Druckman on the profession
as the innovator of the accounting ecosystem, and IASB
chairman Hans Hoogervorst on the board’s role in this
evolution, visit ACCA’s Accounting for the Future event at
www.accaglobal.com/accountingforthefuture
FEE’s report can be found at tinyurl.com/nkzd7fp
Comments are requested by 30 June 2016.
See the Corporate Reporting Dialogue at
tinyurl.com/pueyv7d
Read more about integrated reporting at
www.integratedreporting.org
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Good behaviour
Reporting how a company’s activities affect children is important, as corporate activities
can affect their rights in a great many ways

T

here is a growing sense in society that companies should
behave responsibly, whether by contributing their fair
share of taxes, paying a decent wage or looking after
the environment. Those that don’t risk critical media headlines,
consumer boycotts and challenging AGMs. As the vulnerability
of organisations to reputational risks has become clear, so
the need for them to report on how they are assessing and
mitigating those risks has grown in importance.
Actions by companies that
adversely affect the rights of children
are particularly high risk. This should,
therefore, be a priority area for
companies to address.
‘There is no issue that is more
central to corporate sustainability than
children’s rights,’ says Leah Kreitzman,
director of public affairs at Unicef
UK. ‘Children are key stakeholders
of business – as consumers, family
members of employees, young
workers, and future employees and
business leaders. Their survival and
development needs differ from those
of adults, and they are particularly
vulnerable to violence, exploitation and
abuse. Businesses therefore need to

give children specific attention to ensure that they are managing
their potential impacts upon them. Many companies are starting
to do this, and the huge potential of the private sector to
positively impact children is starting to be realised.’

Room for improvement
A recent report by ACCA, Reporting on children’s rights, shows
that corporate reporting on this area is vitally important – and
that there is substantial room for
improvement. Adrian Henriques, vice
chair of ACCA’s Global Sustainability
Forum, and a sustainability, governance
and CSR adviser and researcher, says:
‘Although there is some company
reporting on issues related to children’s
rights, the extent of that reporting is
extremely limited. Many companies’
activities will directly or indirectly affect
children and their rights, so many more
businesses should be investigating this
area than currently do.’
Henriques says that obvious
candidates include manufacturers of
children’s toys and companies with
long supply chains that could be linked
to child labour through suppliers along

‘Many companies’
activities will
directly or
indirectly affect
children and
their rights, and
they should be
investigating this’
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that chain. But the financial services sector also has an impact on
children’s rights. For example, online paedophile activity could
be purchased using payment mechanisms. In fact, no sector
is exempt because children’s rights are affected by corporate
behaviour in so many ways.
‘Children tend to be more vulnerable to health impacts, so
a company’s environmental impact is an issue,’ Henriques says.
‘Children also have a right to family life, so if a parent is being
pulled away to work every hour of the day on a zero-hours
contract, what does that mean for a child’s family life?’
Henriques, who was involved in compiling ACCA’s report,
sees corporate reporting as a part of the process of protecting
children’s rights, and says the process must start with sound
due diligence. ‘The first thing companies must do is identify
their risks, and how what the company does has an impact in
this area,’ he says. ‘This can be challenging. Companies have to
acknowledge where they might be implicated, which takes some
intellectual work and effort. Reporting is then vital to make sure
that action is being taken to protect children.’

Reporting to children
Henriques also stresses the importance of involving children
in the process of considering and protecting their rights – for
example, by consulting children as appropriate when trying
to assess company impacts on them. ‘When it comes to the
reporting stage, companies should consider writing their reports
for the children,’ he says. ‘This rarely happens. Companies
shouldn’t always see these reports as written for the usual
audience – the opinion formers – but for the stakeholders they
are talking about – the children.’
A number of companies are taking steps to address and
report on the impact they have on children’s rights. Travel
company Kuoni, for example, has identified human rights,
including child protection, as a sustainability topic relevant to its
business and where it can exert relatively significant influence.
It has involved children in its impact assessments in India and
agreed a number of actions, including continued engagement to
prevent the sexual exploitation of children in tourism.
Global home furnishings business Ikea has implemented
policies for preventing child labour in high-risk locations,
including working with suppliers to help implement corrective
action if child labour is discovered. And Marshalls, supplier of
hard landscaping products in the UK and a global operator,
has integrated children’s rights into its core business practices,
publicising its children’s rights policy statement, conducting
regular impact assessments and reporting on its progress.
Faye Chua, ACCA’s head of future research, believes that
public reporting by companies is an important part of the
process of protecting children’s rights. ‘Corporate reporting
is widely used to increase transparency in other areas, such
as environmental impacts,’ she says. ‘Such reporting helps
stakeholders, including shareholders, to understand the risks
individual companies face. It is equally important to apply that
transparency to the risk of business impacts on children’s rights.
‘Companies can affect children in multiple ways. Some are

Getting it right
ACCA’s Reporting on children’s rights identifies five key
areas for reporting company impacts on children’s rights.

Context and risk
Some sectors and geographies are particularly at risk of
affecting children’s rights, as are businesses with long
supply chains. Companies should undertake a high-level
review before conducting a more detailed children’s
rights impact assessment. Results should be reported to
stakeholders, including children.

Policies and governance
After assessing the context and risk, companies should
develop policies and an action plan to address potential
impacts. Policies should reference internationally agreed
declarations and principles on human and children’s
rights. Governance mechanisms and responsibilities
for implementing policies should be set out and
communicated internally and externally.

Integration and action
Policies must be integrated into corporate strategies and
activities, with targets set and key performance indicators
developed to track progress against targets.

Monitoring and review
Monitoring of children’s rights protection could be
incorporated into existing audit activities and should be
reviewed regularly. Monitoring and review should generate
much of the information required for reporting disclosures
on the company’s children’s rights initiatives.

Remediation
Companies must be transparent about any abuses of
children’s rights they uncover. They need to develop
and implement remediation plans, and report publicly
on those plans to stakeholders. Systems and processes
should also be updated to mitigate future risks.

beginning to assess risks, forming policies and procedures
to mitigate those risks, and then reporting on these areas.
But these are early days and there is huge scope to increase
both the numbers of entities reporting and the quality of
their reports.’ ■
Sarah Perrin, journalist
For more information:
Read ACCA’s Reporting on children’s rights report at
http://bit.ly/1UONWk2
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Go forth and diversify

Versatility is the secret to success for small and medium-sized practices, which are facing
mounting challenges from a fast-changing market. Rosana Mirkovic explains

A

ny business must adapt as
the world changes around it,
and accountancy practices
are no exception. The environment
in which firms operate has
been transformed in
the past few years by
deregulation, rising
audit thresholds and
IT innovation.
The larger firms have
adapted by widening their range of services. Until
now, though, there has been little solid evidence of
how smaller and medium-sized practices (SMPs) are
adapting their business model.
According to the ACCA report The global SMP
business model survey: understanding a changing profession,
which looks at the services offered by smaller practices around
the world, SMPs globally remain highly focused around core
services. Tax and compliance account for 42% of SMP income,
while assurance (including internal audit) accounts for 40%.
However, the report, produced in partnership with the
Institute of Singapore Chartered Accountants, CECCAR in
Romania, the Malaysian Institute of Accountants, the Chinese
Institute of Certified Public Accountants and the Vietnam
Association of Chartered Public Accountants, also found that
the loss of audit income as a result of deregulation has been
substantial in Western countries. In the UK and Ireland, audit
now contributes just 12% to SMPs’ income, while in Asia Pacific it
accounts for 50%. Affected firms are making up the shortfall with
other offerings, such as tax-related services.
Non-core services accounted for 16% of practice income
across the firms sampled. The highest-earning non-core
services are risk management and the design of management
controls (4% of income), growth-related services (3%) and
financial management (2%). Even so, the report points out that
practitioners are ‘aware of the contribution of non-core services
to demand for their core offering in the long run; the proportion
of SMPs providing such services is far greater than what one
would infer from their share of practice income’. For example,
46% of firms sampled offer payroll services even though on
average this makes up less than 6% of a practice’s income.
The benefit of transferability of technical skills and the need
to explore other services and other revenue streams are clear
messages in the report. This is already happening: over 70% of
respondents were planning to introduce a new service over the

next two years, such as helping clients
monitor internal controls.
Deregulation has been a big incentive
for SMPs to innovate. In countries where the
impact of deregulation has been greatest, SMPs
have expanded service offerings to SME clients
rapidly and are exploring partnerships with
other organisations. Deregulation is more
advanced in Europe but the rest of
the world is following suit. This
suggests that diversification
of services will continue
globally – but SMPs
will need to be
strategic about their
investment in new services
if diversification is to be sustainable; there must be an emphasis
on generating client growth, referrals and repeat business.

Value-added services
So what does the research mean for SMPs around the world? The
report concludes that SMPs in the most rapidly evolving markets
have survived and thrived by transferring technical skills to higher
value-added services, and forming partnerships with other
organisations to give their own practice and their clients access
to a wider set of skills. Among the recommendations from firms,
professional bodies and regulators, one of the most important
for SMPs is to ‘close the loop that makes value-added services
sustainable’. They rarely make money in themselves but are an
investment for greater, more regular income in the future.
The threat from unregulated advisers remains very real, but
greater automation provided by cloud services means that large
practices are beginning to find the SME market more attractive.
SMPs have several weapons up their sleeve – their ability to offer
a personal service, consistency of staff and a lower cost base to
name but three – but with the world changing so rapidly, this is
no time for complacency. ■
Rosana Mirkovic, ACCA head of SME policy
This article first appeared on the IFAC Global Knowledge Gateway
For more information:
Read The global SMP business model survey:
understanding a changing profession at bit.ly/SMPs-survey
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Whatever your size

Good corporate governance should not be seen as a concern for
large companies only, says Rosana Mirkovic

N

o one would deny that corporate governance is
important to businesses. Done well, it protects both
the future of the business and the interests of its
owners and investors by setting the framework for monitoring
management’s actions and performance.
Most of us associate corporate governance with large, listed
companies. But good corporate governance is not just for big
business; it is important for organisations of all sizes. Some of the
biggest gains from good corporate governance could well be
captured by small and medium-sized enterprises (SMEs), which
are often seen as less rigorous in implementing it.
The benefits for SMEs of stronger corporate governance include:
reduced risk of conflict between family members, or between
owners who are active in the business and those who are not
improved access to credit – because investors have more
confidence in the business
faster business growth
greater protection from fraud, theft or financial mistakes –
because internal controls are stronger.
The problem for the SME sector, though, is that even SMEs that
want to improve their governance are hampered by the existing
frameworks and guidelines having been developed with large,
listed companies in mind.
The world’s governance frameworks rarely reﬂect situations
where a company’s owner is also its manager, or ownership by
family members. Instead, they follow an agent-principal model,
where a company’s managers are agents for the shareholders,
and systems and controls are conceived as encouraging
management to act in the best interests of shareholders.
In SMEs the agent-principal relationship is less likely to be
significant. For SMEs, corporate governance is mainly about
improving business performance and less about monitoring
management’s actions. And while there are many sources of
guidance on corporate governance for SMEs, that advice is
largely ad hoc across jurisdictions.

*
*
*
*

Governance for all
A new ACCA report, Governance for all: the implementation
challenge for SMEs, aims to open up the debate to SMEs. It
draws on material from a seminar organised by the Economic
and Social Research Council (ESRC), as well as the views of the
ACCA Global Forum for SMEs.
The report asks what good governance for SMEs should look
like and suggests a number of essential ingredients, including
clear reporting lines and clarity about how decisions are made
and risks controlled, appropriate internal controls related to

key risks, and
a framework
that promotes
understanding
of roles and
responsibilities and the
limits of authority.
The report argues that many SMEs would benefit from having
a board. The outside perspective and extra skills, experience and
networks that external non-executive directors (NEDs) can bring
could be hugely beneficial. One speaker at the ESRC seminar
cited UK research that suggested that family-owned firms that
had boards with greater gender diversity and more experience
with multiple directorships were less likely to fail.
The report points out that businesses are not static but
constantly evolving. This is especially true of SMEs and is the key
to understanding what they need from a corporate governance
framework. SMEs are heterogeneous, so any framework has to
be adaptable and ﬂexible in its application.

Triggers for change
There are numerous triggers for corporate governance change
in SMEs. One of the biggest is the emergence of a younger
generation in the business. As this generation gets involved,
the business as a whole has to think about how the role of the
founder or existing owner will change. The need for external
finance is another common trigger.
Yet it is not unusual for SMEs to resist adopting corporate
governance measures. Part of the problem is a lack of
understanding about how boards and NEDs work, as well as
the difficulty in finding high-quality NEDs. More often than not,
though, the biggest barrier of all to improving the corporate
governance framework of SMEs is simply that they have other,
seemingly more pressing priorities.
This is where accountancy professionals come in as SME
advisers. We need to explain clearly how SMEs can benefit
from strong corporate governance, and why the benefits will
outweigh the costs. And we need to show we all take corporate
governance as seriously for small businesses as for the largest. ■
Rosana Mirkovic, ACCA head of SME policy
For more information:
The ACCA report Governance for all: the implementation
challenge for SMEs is at www.accaglobal.com/ab/226
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Career boost

Great leaders know the difference between insight and implementation, says
Rob Yeung, plus preparing for that first client meeting will boost your confidence

Talent doctor: leadership

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
I recently started working with a
group of high-fliers in their 20s and
30s on a leadership programme. All
had been nominated by colleagues
for their determination and the
results they had already achieved, so
it was a group of motivated, hungryto-learn individuals.
We discussed leadership and the
need to rely on subtle tactics such as
empowerment and engagement rather
than heavy-handed methods such as
incentives or punishments. We worked
on self-awareness. We also touched on
the art of giving constructive criticism
assertively but not aggressively.
But perhaps the most important
lesson of all was the difference
between insight and implementation.

Written down, much of leadership can
seem facile. Who doesn’t know that
empowerment, self-awareness and
feedback are important?
Yet surveys consistently show that most
employees think their leaders do a poor
job. Around three-quarters of employees
report feeling disengaged rather than
excited by their jobs.
I would argue that most leaders
understand the importance of
empowering employees, of being
self-aware and of giving and receiving
high-quality feedback. But the difference
between understanding and doing is what
differentiates mediocre individuals from
truly high achievers. Knowledge of what
good leadership looks like is not the same
as being able to act upon it.

The gap between insight and
implementation at work is just
like the gap between insight and
implementation when people try to
lose weight. Most people know the
principles – eat less food, do more
exercise. So why do most studies
show that 60% to 70% of adults in the
developed world are either overweight
or obese? Clearly, understanding
the principles of weight loss is very
different from implementing them.
The same is true in the workplace.
Insight into leadership alone is not
enough. If you’re the kind of person
who is keen to improve, I’d suggest
reading fewer books about leadership
and self-improvement. Strong leaders
do not simply cram their heads with
more ideas. They set aside time for
changing their behaviour. They make
an effort to build small, beneficial
habits into their routines.
If you want to improve, think about
how you will translate good ideas into
concrete habits to incorporate into
your working life. Seek feedback from
key colleagues, perhaps at a certain
time every Friday. Spend 15 minutes
every Monday morning setting up a
networking meeting or two for the
following week. If you talk too much,
spend a few minutes at the start of
meetings asking more questions and
listening. If you talk too little, prepare
bullet points ahead of meetings.
The point is to change your
behaviour, routines and habits. Don’t
just assume that understanding
something is enough. You must, must,
must implement it too. ■
For more information:
To hear more from Rob Yeung
on how to be employable,
see ACCA’s Accounting
for the Future conference
at www.accaglobal.com/
accountingforthefuture
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In demand in China
Accountants with additional
business experience are the
most in-demand professionals
in China, according to ACCA.
Speaking to China Daily,
Stephen Heathcote, ACCA
executive director of markets,
said qualified accountants
who also had wider market
experience were highly
attractive to government and
regulatory organisations as
well as private enterprises.
As a result, they are currently
the ‘most sought-after
group of professionals in
the Chinese executive jobs
market’, Heathcote explained.
He added that increasingly
complex state-owned
enterprises were urgently
in need of accountants
who could understand
management accounting
or how cost drives value.
They also require the skills
of individuals who know
how to make investments
in response to market
developments around the
world and know how to create
dramatic efficiencies.

UK finance salaries rise
Starting salaries for individuals
entering the accounting
and finance professions
in the UK will grow by an
average of 3% over the next
12 months, according to
global recruitment specialist
Robert Half. Its salary guide
states that accounting and
finance salaries will continue
to rise due to a shortage
of accountancy skills in the
labour market. It found that
the vast majority (92%) of
CFOs cite challenges in
finding skilled professionals
to join their teams. Roles
in business and financial
analysis, general accounting,
and financial management
and control, are the most
difficult to fill. Concerns
about losing staff to other job
opportunities were also high
on the agenda for finance
executives. Some 87% worried

The perfect: first client meeting
The first meeting with a client is pivotal – it’s the right moment to build understanding and
common ground. It’s definitely the wrong moment to take over.
Business development specialist Michelle Daniels of Connected Thinking warns that
clients will be listening closely to what you say and also how you say it. ‘Preparation will
boost your confidence and ensure you make a good first impression,’ she says. ‘Send a draft
agenda ahead of the discussion. Encourage the client to adapt it, as this will highlight points
and issues that are front of mind for them, and don’t dwell on areas that aren’t of interest.’
In fact, don’t dominate the conversation. ‘The best client meetings are those where
the client spends most of the time talking. This enables the adviser to deepen their
understanding of the client’s issues and explore viable ways in which to offer help. It also
helps to build trust. Use open questions and
actively listen to the client’s responses.
They will note you are paying
attention and will be encouraged
to reveal more as a result.’
Always seek to clarify
any points you don’t fully
understand and avoid the
temptation of coming up
with immediate solutions.
The dangers are that you
may not yet know all the
relevant facts, and the client
may find you pushy.
Towards the end of
your meeting, summarise
your understanding of
what they’ve told you and
suggest some next steps that involve you
doing something and them doing
something.
And don’t forget your thank-you note.

about losing top performers.
Starting salary increases for
finance and accounting roles
within the financial services
sector are 2.7%, which is
higher than the 2.3% on offer
within commerce and industry.
According to the recruiter, the
most in-demand accountants
were those with between
five and 10 years’ postqualification experience.

Mental health at work
Representatives from leading
financial businesses, including
American Express, Barclays,
Credit Suisse, EY, Goldman
Sachs and Prudential, have
met in New York to discuss
how support can be given
to employees who suffer
mental health issues over
the course of their careers.

During the first-ever CEO
Summit on Mental Health in
the Workplace, held at the
New York Stock Exchange,
healthcare professionals
and business leaders
debated how companies
could foster a culture that
promotes, supports and
improves the mental health
of their employees and
their families. According to
the Huffington Post, which
reported on the event, they
also talked about how mental
health can be used as an
employee engagement tool
and as a means of creating
broader social change.
Discussions ranged from CEOs
sharing their own personal
experiences and perspectives
to explorations around the
substantial economic impact

of ignoring employee health.
Besides financial institutions,
companies from a range of
other sectors were represented
at the summit, including
media and real estate.
Speaking at the summit,
Stephen R Howe Jr, EY’s
US chairman and Americas
managing partner, said:
‘Companies must raise
awareness about mental health
and provide the necessary
support and resources in
order to build a more inclusive
culture that enables all
professionals to thrive.’ ■
Compiled by Sally Percy,
journalist
For more information:
www.accacareers.com
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‘How to’ video
Tony Grundy
talks about how
Lego has built up its
success brick by brick.
See the video at
bit.ly/ACCAplaylist.

To boldly go

In the first in a new series covering the strategic role of the finance function,
Tony Grundy examines how to create a vision and target value-creating activities

S

o much has changed since I qualified as an accountant
in 1980. Yes, we had computers but they were
unrecognisably different from the PCs and laptops of
today. The internet was only something software companies
did, mobile phones were inventions of science fiction, and
social media would have been fantasy.
The role of the accountant was all about recording
transactions, balancing books, management accounts and
external reporting, with a budget thrown in once a year.
‘Strategic plans’ were something that only oil companies did.
But faced with all these changes, it seems that we humans are
the ones who have failed to adapt. If the finance function is not

only to catch up with past change but also manage what is about
to come, it needs to have three things: vision, value-creating
activities and a strategy for finance.

Seeing things
‘Vision’ can be defined as a picture of the future role and focus of
the finance function and how it fulfils that. Vision can be captured
in words, visuals or both. It needs to balance being aspirational
versus inspirational, and being tangible versus practical.
Finance should consider doing some ‘from-to’ analysis of the
key shifts that might be needed to attain the vision. It might be
helpful to imagine where you are as a function compared with
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where you wish to end up, and break this down into a number of
‘from-to’ scenarios (see box).
With the latest IT systems, the modern finance function
should be able to step back from more routine transaction
reporting and become far more involved in challenging the
business fundamentals, and especially in challenging resource
allocation. Reporting, although a core role, has limited value,
as the past can’t be changed but the future can be. Equally,
‘controlling’ is a limited role, while ‘guiding’ (for example,
through education and coaching) and ‘facilitation’ can actually
create new economic value – and prevent value destruction.
The finance function is perhaps the most routine of all
departments, and a lot of time that might be spent on highervalue activities gets pushed back because of this. But routines
ought to be questioned: are they really needed and, if so, how can
they be done in the least possible time and with fewest resources?
Lastly, elements of a vision might be that finance moves from
a tactical role, where 85-90% of activity is spent on numbercrunching and reporting, to a strategic role, where that activity is
reduced to 20-25% (you should get worried if it is over 50%). This
may also help give the finance function a sense of being properly
involved in the decision-making.

Keeping score
One useful way of deploying this is to characterise some of the
more extreme ‘froms’ and ‘tos’ and to score these – from, say,
1 to 5 or 1 to 10. You score where you are now and then target
where you wish to be in the future (for example, to move from a
4 to an 8). The difference becomes the ‘strategic gap’ that you
then need to address with change strategies.
As for value-creating activities, I recommend using the model
of the ‘business value system’. This is essentially drawing up a
map of all the value activities that the finance function does and
how they operate together.
Working recently with the FD of a global company, we came
up with the following value-creating activities (with those at the
top being those where most attention and time had been spent):
1 Firefighting
2 Reporting
3 Meetings
4 Commercial and legal
5 Systems improvement
6 Cost management
7 People management within finance
8 Helping solve bigger business problems
9 Coaching
10 Acquisitions
11 Training
12 Coaching
13 Input to large bids
14 Strategic advice at board level
15 Coming up with own strategic ideas.
The FD was challenged to move the top item quite a bit lower
down and to elevate items 8, 13, 14 and 15. It was necessary to
scrutinise the value of all those meetings (item 3) and to spend

From here to there
From
Transaction focus
Reporting
Controlling
Routines
Tactical role
Detached

To
Resource allocation
Planning
Guiding and facilitation
Project work
Strategic role
Actively involved and proactive

less time on reporting (item 2) in order to make time for activities
that produced more positive, ‘turn-on’ value. This required major
adjustments to the FD’s time allocation, attention and mindset.
The FD also had to make major redeployments of senior staff.
This analysis took less than an hour, using the ‘business value
system’ visual tool, which is typically a series of circles connected
to highlight interdependencies.

Mind the gap
Finally, to develop a strategy for the finance function, you need
to evaluate your current position and consider where you might
take it (which your tentative ‘vision’ above has done for you). The
gap between the two – between the present position and the
future – is the ‘strategic gap’. You then assess the possibilities
for configuring finance as a mini business and generate the
strategic options. To do this I suggest using the following ‘lines
of enquiry’, where appropriate:
seek new value-creating activities
assess shifts in existing value-creating activities
consider what value-diluting activities you could stop doing
simplify activities
look at ‘insourcing’ versus outsourcing
review structure, skills and systems choices.
Once you have a list of options to consider, the next steps might
be the following: look at how interdependent these are; draw up
a matrix of the strategic options you have shortlisted against the
criteria on the strategic option grid, using, for example, strategic
attractiveness, financial attractiveness, implementation difficulty,
uncertainty and risk, and stakeholder acceptability; then rate
each of these between 1 and 3 (1 is worst, 3 is best) and thus out
of 15. You can then see what you need do to make each option
better and stress-test them (for example, by asking what the one
big thing is that you might have forgotten). ■

*
*
*
*
*
*

Tony Grundy is an independent consultant and trainer, and
lectures at Henley Business School
For more information:
www.tonygrundy.com
For previous Tony Grundy articles on strategy and
management theories, visit www.accaglobal.com/abcpd
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Welch workshop

In the second article in a two-part series, David Parmenter
looks at what finance teams can learn from the wisdom
and motivation techniques of leadership expert Jack Welch,
who set sparks flying at General Electric

J

ack Welch has a natural affinity with psychology.
Throughout his leadership roles he has been able to
motivate teams to achieve extraordinary results. He
recognised that besides financial rewards, factors that
leaders can use to enhance motivation are:
Enjoyable co-workers (great care in recruiting can ensure a
good team mix).
Interesting work that challenges and helps them grow.
Plenty of recognition (it is free).
Celebrations, and plenty of them. As Welch says: ‘Work
is too much a part of life not to recognise moments
of achievement’.
A shared goal (this requires great communication and selling).
Welch focused incessantly on the future and was therefore at
the forefront of many of the moves General Electric (GE) made
under his leadership. He saw change as an opportunity. He led
the e-commerce and the Six Sigma revolutions that were to have
such a profound impact on GE. He is quoted as saying: ‘Control
your destiny or someone else will.’
He was also clear in ‘defining the mission’. Leaders need
to define, establish and communicate to all layers of staff the
organisation’s mission, values, vision and strategy. As Welch says:
‘Everybody then has the same set of facts.’
Perhaps Welch’s greatest gift is his drive for simplicity. He
believes that strategy can be documented on five slides:
1 What does the playing pitch look like?
2 What have our competitors been doing?
3 What have we done?
4 What future events keep us awake at night?
5 What is our winning move?
He calls the winning move the big ‘Aha’ for the business: a smart,
realistic and relatively fast way to gain sustainable competitive
advantage. He sees strategy very simply as getting the right
people in the right jobs to drive the ‘Aha’ idea. He wanted his
organisation to ‘ponder less and do more’.

*
*
*
*
*

Innovating, challenging, stretching
Welch was a champion of innovation and wanted it to be part
of the GE culture. Workshops were called a ‘work-out process’,
where groups discussed better practices, at least 75% of all
recommendations from the brainstorming sessions had to be

given a ‘yes’ or ‘no’ by the manager at the close of the workshop,
and the remaining recommendations had a maximum 30-day
gestation period before a decision had to be made. This technique
forced the decision-makers to give innovation a go, allowing for
some failure, but getting much success at the same time.
Welch noted that the annual planning process led to a
‘splitting-the-difference negotiation’ – a target that would
minimise risk and maximise bonus, and one that looked
merely at some small incremental improvement on last year’s
performance. Instead of setting a fixed target in the future,
Welch introduced relative measures. In other words, bonuses
would be assessed after the year end, when results could be
assessed against market conditions and market share, etc.
He liked to see goals that were a mix of the possible and the
impossible. He went on to say: ‘Effective leaders are not afraid
to envision big results.’ By raising the bar so high, staff and
management were forced to totally rethink the route plan.
Finally, Welch was an avid reader of the financial and
management press and journals. He makes it very clear that
it is a leader’s role to be up to date. While truly great leaders
are probably born, not made, many good qualities can be
embedded in one’s makeup. Welch has gained an insight into
leadership that very few alive today can match. ■
David Parmenter is a writer and presenter on measuring,
monitoring and managing performance

Next steps
1 As a priority, read Winning, by Jack Welch with Suzy
Welch, published by Harper Business in 2005, available
at bit.ly/1JrBZ7W.
2 Find yourself a cluster of mentors and use their wisdom.
3 Email me at parmenter@waymark.co.nz and I will
send you an article about Jack Welch’s leadership style.

For more information:
www.davidparmenter.com
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The International Accounting
Standards Board (IASB)
issued an exposure draft
(ED) in May 2015, proposing
changes to the Conceptual
Framework. The discussion
paper’s proposals include a
revision of the deﬁnitions of
the elements in the ﬁnancial
statements, guidance on
derecognition, measurement
and the inclusion of items
in other comprehensive
income (OCI). The existing

Conceptual thinking
Graham Holt examines whether criticisms that the Conceptual
Framework lacks consistency and clarity have been addressed

Conceptual Framework has
been criticised for its lack
of clarity and conceptual
guidance, and for not being
consistent with the IASB’s
current thinking.
Chapter 1 in the ED
describes the objective
of financial reporting, but
most chapters focus on
the information provided
in financial statements and
do not address other forms
of financial reports, such as

management commentary or
interim financial reports.
The ED does not
propose changes to the
distinction between liabilities
and equity, even though
existing standards do
not apply the definitions
consistently and often
require greater disclosure
of those items classified
as liabilities than those as
equity. The IASB decided
to deal with this issue in its

Financial Instruments with
Characteristics of Equity
research project.
Many respondents to the
discussion paper felt that
the IASB should define and
use the ‘business model’
concept throughout the
Conceptual Framework, as
the entity’s business model
could affect the measurement
of assets and liabilities. Other
respondents disagreed, saying
that referring to the business
model could introduce
management bias into
financial reporting.
The IASB felt that the
nature of an entity’s business
activities plays different
roles in different aspects of
financial reporting, so the ED
does not include a general
discussion of the role of the
business model in financial
reporting. However,
the ED recognises that
when determining a
measurement basis for
an asset or a liability
and related income and
expenses, the business
model is a factor in estimating
how the asset or the liability
contributes to future cashflows
and whether income and
expenses should be included
in OCI.
Chapter 1 further identifies
the primary users of financial
reports as existing and
potential investors, lenders
and other creditors who
cannot require entities to
provide information directly
to them.
Respondents to
the discussion paper had
varying views. Some felt that
the primary user group was
too narrow and should

»
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include employees and
regulators. Others felt that
the definition was too wide
and should only include
equity holders.
In the view of the IASB,
existing and potential
investors need similar
information and the changes
to the objective of financial
reporting clarify the need
to provide information that
helps investors to assess
management’s stewardship.
The IASB removed the
reference to prudence in the
discussion paper because of
the possible inconsistency
with the concept of neutrality.
Some respondents to the
paper agreed with this
decision because of the lack
of understanding of what
prudence means and its
greater subjectivity.
However, many felt
that a reference to
prudence should
be reinstated
as prudence
is needed to
offset preparers’
optimistic bias,
and investors are
more concerned about
downside risk than upside
potential.
Exercising prudence aligns
the interests of shareholders
and managers, and recent
financial problems have shown
the need for prudence when
making estimates.
The concept of prudence
is often interpreted as the

need for caution in making
judgments about losses and
liabilities, with less caution
required with judgments
about gains and assets.
Others advocate a concept
of prudence that requires
more persuasive evidence to
support the recognition of
gains or assets than of losses
or liabilities.
Another
view is that a
measurement basis
The IASB removed
should be selected
the reference to
that recognises
losses at an
prudence in the
earlier stage than
paper because
gains. Prudence
of the possible
is defined by
the IASB as the
inconsistency with
exercise of caution
the concept of
when making
judgments under
neutrality
conditions of
uncertainty. The

IASB feels that prudence can
help achieve neutrality in
applying accounting policies.

Substance over form
The Conceptual Framework
does not include an explicit
reference to substance over
form and the IASB agrees
that making this statement
explicit would add clarity.
As a result, the ED proposes
that faithful representation
should provide information
about the substance of an
economic phenomenon
instead of merely information
about its legal form. The
reasoning behind this
view is that accounting in
accordance with its legal
form, even with relevant
disclosures, cannot result in a
faithful representation if the
economic substance of the
item is different.

There is no proposal to
reinstate reliability instead
of faithful representation,
because it appears that
reliability is linked by users
with the level of measurement
uncertainty and not with the
broader notion set out in the
original framework.
The IASB has found that
confusion can arise over
the existing definitions of
assets and liabilities. The
current definition of an asset
is ‘a resource controlled
by the entity as a result of
past events and from which
future economic benefits
are expected to flow to the
entity’, and that of a liability
is ‘a present obligation of
the entity arising from past
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events, the settlement of
which is expected to result
in an outflow from the entity
of resources embodying
economic benefits’.
It is thought that the
explicit reference to the flows
of economic benefits blurs
the distinction between the
resource and the resulting
flows of economic benefits,
and the term ‘expected’
is often interpreted as a
probability threshold.
The IASB proposes the
following definitions:
(a) An asset is a present
economic resource
controlled by the entity as a
result of past events.
(b) A liability is a present
obligation of the entity
to transfer an economic
resource as a result of past
events.
(c) An economic resource is a
right that has the potential
to produce economic
benefits.
The main changes from the
existing definitions are the
introduction of a separate
definition of an economic
resource and the removal of
the notion of an expected
inflow or outflow of resources.
The inclusion of expected
flows would have excluded
several items that are assets
and liabilities, such as written
and purchased options.
No major problems have
been identified with the
definitions of income and
expenses. The only changes
proposed are to make
them consistent with the
proposed definitions of assets
and liability. Some of the
classification requirements of
IAS 32, Financial Instruments:
Presentation, are inconsistent
with the existing Conceptual
Framework’s definitions and
the proposed definitions of
liability and equity.
The recognition criteria
in the existing Conceptual
Framework is based partially
on the probability that any
future economic benefit

associated with the item will
flow to or from the entity.
However, some standards
do not apply a probability
recognition criterion (IFRS 9,
Financial Instruments) and
those that do use terms that
imply different thresholds
of probability.
For example, terms such as
‘more likely than not’, ‘virtually
certain’ and ‘reasonably
possible’ are used in current
standards and this can lead
to inconsistencies and nonrecognition of items. The IASB
therefore proposes to base
the criteria for recognition on
the qualitative characteristics
of useful financial information.
The criteria therefore are based
on relevant information, faithful
representation and whether
the benefit of the information
provided by recognising the
asset or liability outweighs the
cost of doing so.

Derecognition
The existing Conceptual
Framework does not define
or describe the occurrence
of derecognition and, as a
result, the standards have
adopted different approaches.
The IASB proposes that the
accounting requirements for
derecognition should aim
to represent faithfully both
the assets and the liabilities
retained, and the changes in
the assets and the liabilities as
a result of the transaction.
An issue arises where
an entity disposes of only
part of an asset or a liability;
for example, where trade
receivables are sold with
recourse. The ED does not
advocate a control approach
or the risk-and-rewards
approach to derecognition
in every circumstance, but
describes the alternatives that
are available.
The IASB feels that the
best way to classify the
measurement bases is using
historical cost or current value.
Cashflows are often used to
estimate the measure of an
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asset or a liability, but the ED
does not identify cashflow
techniques as a separate
category of measurement.
The description of fair value
in the ED is consistent with
that in IFRS 13, Fair Value
Measurement.
The IASB felt that
conceptual guidance on the
use of the statement of profit
or loss and OCI is urgently
needed. However, no single
characteristic can be used to
separate items of income and
expenses into two clear-cut
categories, primarily because
there are many facets of an
entity’s financial performance.
Therefore, the IASB has
concluded that it is not
possible to define, or precisely
describe, in the Conceptual
Framework when an item of
income or expenses should be
included in the statement of
profit or loss or OCI. Instead,
high-level guidance is given.
The statement of profit
or loss should be as inclusive
as possible and only where
there is a valid reason should
an item be excluded. Only
in limited circumstances,
such as where the relevance
of information is improved,
should income and expenses
be included in OCI. The IASB
proposes to specify that only
income and expenses related
to remeasurements should be
included in OCI.
There is a presumption that
income and expenses included
in OCI must subsequently
be reclassified to profit or
loss where it enhances the
relevance of the information.
If this is not the case, then
reclassification will not occur. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
Business School
For more information:
www.ifrs.org
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Technical update

Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly roundup of
the latest developments in audit, financial reporting, tax, access to finance and law
on or after 1 January 2016, all
small LLPs will be exempt from
statutory audit, except in cases
where an LLP:
has its securities admitted
to trading on a regulated
market in an EEA state
is an authorised insurance
company, a banking LLP,
an e-money issuer, a MiFID
investment firm or a UCITS
management company
carries on insurance market
activity
is an employers’ association
as defined in section
122 of the Trade Union
and Labour Relations
(Consolidation) Act 1992 or
Article 4 of the Industrial
Relations (Northern Ireland)
Order 1992 or
is a parent LLP or subsidiary
undertaking (unless
dormant for the period
during which it was a
subsidiary undertaking)
except where the group
also qualifies as a small
group (treating all the

*
*
Audit
LLP changes
The government’s response
to feedback relating to the
LLP and qualifying partnership
consultation, and a proposed
timetable for the laying of the
regulations, will be published
within 12 weeks of the closing
date of the consultation,
which was 21 December. The
audit and accounting changes
proposed for financial years
ending on or after 1 January
2016 are shown below.
It is also proposed that,
for financial years beginning

*
*

*

bodies corporate in the
group, including nonUK bodies corporate
as if they were LLPs or
companies) and was not
at any time in the year an
ineligible group.

Reporting
International not-forprofit organisations
ACCA has published a how-to
guide for international donors,
national regulators and
policymakers involved with
the not-for-profit sector. The
guide helps those operating
in this sector to produce more
meaningful reports using a
recognised global standard.
It works in conjunction with
the International Financial
Reporting Standard for
small businesses, which has
been introduced to create
consistency in the information
provided to stakeholders
of small and medium-sized
businesses around the world.

Revised LLP thresholds
Balance sheet
£

Net turnover
£

Average no.
of employees

≤ 5,100,000

≤ 10,200,000

≤ 50

Medium-sized LLP

≤ 18,000,000

≤ 36,000,000

≤ 250

Large LLP

≥ 18,000,000

≥ 36,000,000

≥ 250

For individual LLP accounts
Small LLP

For group/consolidated accounts
Small group

Net
Gross

Medium-sized group Net
Large group

≤ 5,100,000

≤ 10,200,000

≤ 6,100,000

≤ 12,200,000

≤ 18,000,000

≤ 36,000,000

Gross

≤ 21,600,000

≤ 43,200,000

Net

≥ 18,000,000

≥ 36,000,000

Gross

≥ 21,600,000

≥ 43,200,000

≤ 50
≤ 250
≥ 250

Not-for-profit entities that
use this standard often do
not have separate national
guidance or a legal framework
that deals with this sector’s
particular accounting issues.
Read the guide at bit.
ly/1NWPKCT.

CAA/ATOL reporting
ACCA and the Civil Aviation
Authority (CAA) have
signed a memorandum of
understanding that sets
out obligations on ACCA
members, ACCA and the
CAA that will apply from April
2016. To register and apply to
undertake training, email caa.
arascheme@caa.co.uk.
ACCA will be producing
engagement letters to
update those that we already
provide for members at bit.
ly/1L1GBUp. We will be
considering whether guidance
is required in addition to that
in CAA Guidance Note 10 and
will assess whether additional
member CPD is required.
We are retaining a list of
members who have indicated
that they are involved in
this area and will send them
further information in addition
to our normal member
communications. Email
supportingpractitioners@
accaglobal.com.

SRA
The SRA accountants’
report changes in Version 15
of the SRA Handbook went
live on 1 November. Revised
accountants’ report forms
will be available for use after 1
November and will apply to
all firms whose accounting
period ends on or after
that date. More at
bit.ly/sra-v15.

Accounting and Business 01/2016

UK_T_Update.indd 52

08/12/2015 17:08

Update | Technical

Tax
Tax return reminder
Quick links, updated
guidance, relevant sections of
the tax legislation and worked
examples on ‘tax return
issues’ can be found at www.
accaglobal.com/advisory.
These include summaries of
common tax return questions.
One example is the
marriage allowance transfer.
This change allows for
the transfer of £1,060 of
a personal allowance to a
spouse or partner where the
transferor’s income is less
than £10,600 and the recipient
doesn’t pay tax at the higher
or additional rate. It applies
from 6 April.
Another example relates
to benefits-in-kind loans to
directors and employees:
1 Take the average of the
loan outstanding at 6
April at beginning of the
year and 5 April at the
end of the year (or at the
dates the loan was made
or discharged, or if the
employee died).
2 Multiply that figure by the
number of whole months
(a month begins on the
sixth day of each calendar
month) during which the
loan was outstanding in
that year and divide by 12.
3 Multiply the result by the
official rate of interest
in force or, if the rate
changed, the average
rate (on a daily basis) for
the period during which
the loan was outstanding
during the year.
4 Deduct the interest paid,
if any, by the employee/
director to the company
to give the amount
chargeable to tax.
The alternative method may
be imposed by HMRC or may
be elected by the employee.
This uses the daily value of
the loan and the official rate
of interest for those dates.
The official rate of interest is
3.25% for 2014/15.

*

*
*
*
*
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Exemptions exist for:
lower-paid employees
who are not subject to
this charge. These are
employees (not directors)
who earn less than £8,500
a year
a full-time working director
with no material interest
in the company who earns
less than £8,500 a year
a director of a charity
or non-profit-making
concern who earns less
than £8,500 a year
a loan which at no time
in the tax year exceeded
£10,000 for the year ended
5 April 2015
a loan on ‘ordinary
commercial terms’.

Farmers’ averaging
New farmers’ averaging
requirements will appear in the
Finance Bill 2016. The essential
features will be:
no requirement for a
volatility test
no requirement for an
annual claim
irrevocable opt-in election
for five years
transitional averaging for
newer businesses.
You can see calculations
on the current treatment to
the new farmers’ averaging
requirements, which highlights
the impact of continued
averaging against previous
profits, at www.accaglobal.
com/advisory.

*
*
*
*

HMRC contact
As a reminder, it is important
to be vigilant and know that
when contact is made by
HMRC it is genuine. HMRC
publishes regular updates on
how to recognise phishing/
bogus emails. View the latest
at bit.ly/1zrmbmC.

Research and
development
The Research and
Development Expenditure
Credit (RDEC) Scheme
was introduced for
expenditure incurred on

»

Scottish rate of income tax
The Scottish Government published its Draft Budget on
16 December. It included proposals for the Scottish rate of
income tax, which would apply from April. You will be able
to find out this rate at www.gov.scot/incometax.
Whether or not a person is a Scottish taxpayer is based
on where they live and not where they are employed. It is
an individual’s responsibility and not that of an employer
to make sure HMRC has details of their main residence.
Since early December HMRC has been writing to two
million people who pay tax under PAYE and 600,000 who
file a self-assessment (SA) return. Unfortunately, the SA
return figure includes many businesses, including those
under the Construction Industry Scheme, which will
confirm where they reside in future tax returns. Employees
will need to consider their residence and correct any
address error.
Employees will receive a tax code if they are resident in
Scotland and the indication is that the code will begin with
an S. Employers should only use the ‘S’ prefix when they
are in receipt of the tax notification, so those who have
moved but have not informed HMRC and new starters
without a P45 will not have the tax applied at the outset.

01/2016 Accounting and Business

UK_T_Update.indd 53

08/12/2015 17:08

54

Technical | Update

or after 1 April 2013. This was
optional and ran alongside the
Large Company enhanceddeduction scheme. It will
replace this scheme in April.
ACCA simple guides on
areas like R&D can be found at
bit.ly/1NnPiZg.

Consultations and
discussion documents
A number of consultations
and discussion documents
have been issued that close
in January. One to note is
Withdrawal of extra statutory
concessions. HMRC is asking
for comments on the potential

impact of withdrawing the
following ESCs:
Para 9.8 Notice 708
Apportionment of works
of approved alterations
to a qualifying protected
building (VAT)
A94 Profits and losses of
theatre backers (angels)
(income/corporation tax)
A69 Building societies:
conversion to company
status (income tax)
C1 Credit for underlying
tax: dividends from trade
investments in overseas
companies (income/
corporation tax)

*

*
*
*

*
*
*

*

*

6.2 Excise: hydrocarbon oil
duties: duty-paid deliveries
for refinery boilers (excise
duty)
BIM66301: Remuneration of
sub-postmasters (income/
corporation tax)
3.23 VAT: supplies by
Financial Ombudsman
Services Ltd to ombudsman
authorities (VAT)
3.28 VAT: supplies
by Financial Services
Authority to self-regulating
organisations (VAT)
3.31 VAT: supplies
by Financial Services
Compensation Scheme Ltd

to compensation scheme
authorities (VAT).
For more information, see bit.
ly/1OFDNA4.

HMRC: ‘unjust
enrichment’
The long-running case re
Bridport & West Dorset Golf
Club has resulted in the
following announcement
by HMRC in Revenue and
Customs Brief 19 (2015): VAT –
supplies of sporting service by
non-profit making bodies (2).
HMRC states:
‘Although the question
of unjust enrichment is still
before the courts, HMRC has
decided to pay or credit,
subject to conditions, 50%
or 33% (depending on the
golf club) of the value of valid
claims ahead of any court
decision. HMRC will credit a
claimant’s VAT account if there
is an outstanding debt.’
See the brief at
bit.ly/1JBAOrl.

State pension changes

Gift Aid: partnerships
HMRC’s guidance on taxation relating to charities has been updated. In the Gift Aid section,
the April 2016 change relating to partnerships is highlighted. It states that ‘a donation by
a partnership consisting of individuals is treated as made by the underlying partners. Up
to and including 5 April 2016 one partner can make a Gift Aid declaration on behalf of all
the partners, provided he or she has the power to do so under the terms of the partnership
agreement or some other instrument given under seal. They can do this on the same
declaration form, provided it lists all the individual partners’ names and home addresses.
From 6 April 2016, when a business partnership makes a donation to a charity or
community amateur sports club (CASC), it will be necessary for each individual partner
to make their own Gift Aid declaration in order to reflect the correct legal position. Each
partner’s Gift Aid declaration must contain their name and full home address and is given to
the charity or CASC. The amount of each partner’s share of the whole donation also needs
to be specified in their declaration or in any supporting correspondence given to a charity or
CASC. The partners should enter their share of the donation on their own self-assessment tax
return.’ Detailed guidance is available at bit.ly/1NH8l7l.

If you have previously
‘contracted out’, your
state pension is reduced.
Statements are available and
these show the reduction in
state pension for those who
contracted out. As previously
highlighted, it is up to
individuals to check to make
sure their pension records
are correct and up to date.
Many pension providers are
still producing summaries and
analysis so the records held
by the government may not
show the final position. More
at bit.ly/1lvoksc.
State pension top-up
is now available and offers
an opportunity to boost
retirement income. A few facts:
It is available from October
2015 to April 2017.
Those who have already
reached state pension
age, or are reaching state
pension age before 6 April
2016, can secure an indexlinked top up, increasing
the weekly state pension

*
*
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for life by paying a lump
sum contribution.
Unlike class 3 ‘additional
voluntary contributions’,
which are designed to ‘fill
the gaps’ in a claimant’s
national insurance record,
state pension top up
(also known as class 3A
contributions) provides the
opportunity for people to
add more pension on top
of any existing entitlement.
Contribution rates are set
on an actuarially fair basis,
with the size of the lump
sum required determined
by the person’s age and
the amount by which they
wish to increase their
state pension.
In line with rules on
inheriting state pension
under SERPS, a spouse or
civil partner may be able to
inherit at least 50% of their
deceased partner’s state
pension top up.
The Department for Work and
Pensions has highlighted that
‘like any conversion of capital
to income, using capital to
make a state pension top up
contribution can have the
impact of reducing a person’s
taxable estate. Couples may
wish to consider their tax
status when deciding whether
one or both partners make the
contribution, and also their
relative ages on application,
as these will impact payments
resulting from state pension
top up.’
For guidance developed
specifically for pensions
advisers, visit bit.ly/1VyQfbk.
For detailed information, an
online ‘calculator’ tool and to
register for regular scheme
updates, visit bit.ly/1AOvRH8.
Guidance is also at bit.
ly/1j96VVJ.
See also ‘State
expectations’ on page 57.

*

*

*

Patent Box
The consultation closed in
December and draft legislation
is expected at the time of
writing. The consultation set

out how the UK proposes
to modify its Patent Box to
operate within the international
tax framework, using the
‘nexus principle’.
The new, modified regime
will apply to any ‘new entrants’
from 1 July 2016. Modifications
apply for existing users of the
Patent Box. Any company
already elected into the
existing Patent Box regime at
30 June 2016 will continue to
benefit from the existing rules
for profits arising before 30
June 2021 from any intellectual
property (IP) that already exists
at 30 June 2016.
Any company not elected
into the existing Patent Box at
30 June 2016 but that wishes
to make an election, within
normal time limits, relating to
pre-1 July 2016 profits, may
do so, provided that it would
satisfy the conditions to do
so at 30 June 2016. If it does
not elect in within normal
time limits, it will be subject
to the new Patent Box rules
for profits arising at any time,
whether or not the IP existed
at 30 June 2016.
A company that had
previously elected out of the
Patent Box will be able to elect
back in despite the current
rule that prevents it doing so
within five years.
More at www.accaglobal.
com/advisory.

Annual Investment
Allowance
Annual investment allowance
changed on 1 January. The
expenditure level is £200,000
for all qualifying investment in
plant and machinery made on
or after 1 January 2016. More,
including workings, at www.
accaglobal.com/advisory.

HMRC: FRS 102
HMRC has updated its
guidance on FRS 101 and FRS
102 with regard to the key
tax considerations that arise
for those companies as part
of the transition. The primary
changes for FRS 102 are:

55

Apprenticeship levy
The government will introduce the apprenticeship levy
in April 2017. It is set at a rate of 0.5% of an employer’s
paybill and will be paid through PAYE. Each employer
will receive an allowance of £15,000 to offset against their
levy payment, so for now the levy will only be paid on any
paybill in excess of £3m.

*

costs. Examples can be found
at bit.ly/1jyeSmJ.

*

IHT residence nil-rate
band

additional commentary in
relation to non-interestbearing loans
updated commentary
on the application
of the Disregard
Regulations and Change
of Accounting Practice
Regulations, reflecting the
changes made to these
statutory instruments in
December 2014
accounting commentary
updated to reflect the
amendments to FRS 102
issued in August 2014 and
July 2015
where applicable, it has
been updated for any
commentary specific to
section 1A of FRS 102.
More at bit.ly/1Olr3Bg. The
Draft guidance: Corporation
tax treatment of interest-free
loans and other non market
loans has useful examples
highlighting the treatment
of restated loans and finance

*
*

The nil-rate band has been
introduced where a residence
is passed on death to direct
descendants such as a child or
a grandchild. The band is not
available before 6 April 2017
and will initially be £100,000.
The residence nil-rate band
can only be used in respect
of one residential property
that has, at some point, been
a residence of the deceased.
There is a tapered withdrawal
of the residence nil-rate band
for estates with a net value of
more than £2m.
Proposals will be
introduced in Finance Bill 2016
to provide an increase in the
residence nil-rate band where
the value of the property into
which a person has downsized
limits the amount of the

»
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residence nil-rate band available
on death. The proposals will
also provide a residence nilrate band where a person has
ceased to own a home – for
example, by moving into a
care home. It will be available
when a person downsizes or
ceases to own a home on or
after 8 July 2015 and assets of
an equivalent value, up to the
value of the residence nil-rate
band, are passed on death to
direct descendants.

Access to finance
Enterprise zones
There are 44 Enterprise
Zones in England, 18 new
zones being highlighted by
the chancellor in the Autumn
Statement. A full list can be
found at bit.ly/1PuXy0h.

Law
CMA guidance
The Competition and Markets
Authority has launched a
suite of materials, including
eight animated films and a
quiz, to help small businesses
understand competition law
and how it affects them. The
material is available at bit.
ly/1XGFZtg.

Employment law
factsheets
The updated ACCA
employment law factsheet
suite Technical Factsheets
147-157 includes an example
contract of employment, a
computer use policy and a
standard statement of terms
and conditions. The factsheets
are updated every six months.
More at www.accaglobal.
com/advisory.

Interactive pensions
guide
The Pensions Regulator has
launched a new, step-bystep website guide aimed
at employers. It is designed
to help small and micro
employers meet their legal
obligations. By answering

Making tax digital
The government has announced that ‘by early 2016 five million small businesses and 10
million individuals will have access to their own digital tax account, and by the end of the next
Parliament every individual and small business in the UK will have one. The digital accounts
will be simple, secure, personalised to the taxpayer – and accessible through the digital device
of their choice’. The government has also said that it ‘plans to transform the tax system’ but
will consult on the details in 2016. The chancellor has highlighted that most businesses, selfemployed people and landlords will be required to keep track of their tax affairs digitally and
update HMRC at least quarterly via their digital tax account.
The chancellor’s stated aim is to ‘transform HMRC into one of the most digitally advanced
tax administrations in the world, with access to digital tax accounts for all small businesses
and individuals by 2016-17, delivering an additional £1bn of tax revenue by 2020-21 and
sustainable efficiencies.’ This is all under the banner of ‘tax simplification for businesses’, yet so
far there seems minimal detail on any true tax simplification measures to support businesses
and reduce cost. The measures highlighted seem to suggest more regular quarterly reporting
responsibility for businesses and an implied acceleration of tax payments by business to the
government. Businesses will have one tax reporting date replaced by four. There is, however,
benefit for business in being able to access a digital tax account and presumably manage all
taxes and correct HMRC errors.
Many of you commented when we asked for your views on ‘No tax returns’ last
year. Over the coming months we will be asking for your views and thoughts on ‘tax
simplification measures’, on costs for businesses and on the support you need. This will
include surveys aimed at businesses and at practitioners and their clients. Also over the
next few months you will find regular updates together with articles from detractors and
supporters of these measures at www.accaglobal.com/advisory. You can send your views to
advisory@accaglobal.com with a subject line ‘Making tax digital’.

some simple questions they’ll
be able to quickly find out if
they have to put any of their
staff into a pension scheme.
To view the new content, go
to bit.ly/1XZIdWF.

Implied contracts
The Pensions Regulator
has stated: ‘In the event that

a) we were investigating
a director-only company
for a failure to carry out
any of their automatic
enrolment duties, and b)
there is no written contract
of employment or other
evidence of an intention to
create an employer/worker
relationship, between the

company and a director or
directors, we will not as part
of our approach seek to argue
that an implied contract of
employment exists.
Following a number of
queries on this, we have
confirmed our position on
implied contracts’. See
bit.ly/1lvoLCU. ■
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State expectations

The changes to the state pension are designed to simplify an extremely complex system
and provide more security in retirement for working people, says Ros Altmann

As Minister for Pensions, I
am overseeing some of the
biggest pension reforms
for decades. All parts of
pensions are being radically
reformed: much attention
has been focused on private
pension reforms, but there
are also major changes
ahead for the state pension.
The aim of these changes
is to simplify the state pension
for the future, as the current
rules are far too complex. We
want to ensure that people can
plan ahead and understand
what they can expect from
the state in their retirement.
However, although the new
system will be much simpler,
some of the past complexity
will carry forward initially.
The new system only
applies to people reaching
their state pension age from
6 April 2016. So women born
before 5 April 1953 and men
born before 5 April 1951 will
receive their state pension
under the current rules.

Where we are today
The present system is made
up of two parts: basic state
pension and state second
pension (the additional
pension). The amount of state
pension a person builds up
depends on their earnings,
the type of national insurance

(NI) contributions they paid,
or the type of NI credit they
receive in each individual year
of their NI record. Calculating
their state pension is therefore
fraught with complexity.
For the basic state
pension, if you are making
NI contributions or getting
credits, you will build up the
same amount regardless of
how much you earn.
But the additional pension
is much more complicated: it
depends partly on how much
you earn and whether your
NI contributions build up this
part of the state pension.
Some people do not build
up any at all because they
have been contracted out of
the additional pension. That
means they will be paying
less into the state pension
system, and that is reflected
in money that is building
up for them as part of their
private pension instead.
Contracting out has only
been allowed for people who
were building up a private
pension instead of the state
pension they opted out of.
The self-employed and some
past NI credits did not build
up additional pension either.

All change
From April 2016, this will all
change. There will only be
one state pension building
up each year from your NI
contributions or credits,
and it will not be linked to
your earnings.
There will be no more
contracting out, so no one will
be allowed to pay less in order
to be opted out of any of the
new state pension.
But we can’t just ignore the
different amounts of NI people

paid before April 2016. So
everyone will have a ‘starting
amount’ up to April 2016 to
take into the new system,
reflecting the state pension
built up on their previous
NI record.
Those who already have
more than the full new state
pension keep that extra
amount and, as long as they
have at least 10 years on their
NI record, they cannot receive
less under the new system
than they built up under the
old one. Anyone over the age
of 55 can request a new state
pension statement.

maintain their living standards
into old age will need to have
their own private provision
as well. This is why we are
now working on the next
phase of automatic enrolment
and helping 1.8 million
smaller employers enrol
their staff.
What we have seen in
the past few years is nothing
short of a pensions revolution.
These reforms will provide
more certainty and security
in retirement for millions of
hard-working people in a
way that is sustainable for
future generations. ■

Next phase

Ros Altmann is the Minister
of State for Pensions

Of course, while the state
pension can provide a base
level of income for retirement
– and a much more decent
one than ever before, thanks
to the many above-inflation
up-ratings made since 2010
– most people wanting to

For more information:
Find more detail
at www.gov.uk/
statepensionstatement
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The view from

Tom Lister FCCA, finance director, Purity Soft Drinks and
entrepreneur at heart
closely with the CEO and other senior
team members, and we meet with our
non-executives once a month.
My core responsibilities are many and
varied. From management of five direct
reports to investment appraisal, investor
relations, negotiating with suppliers
and reviewing customer proposals with
the sales team, it is both challenging
and exciting. We have a medium-term
business plan and prepare annual
budgets and re-forecast every quarter
while aligning with our longer-term goals.

Snapshot: mining
Mining’s story is dominated by the
environment, and by commodity
pricing. Miners need approval
for exploration and development
and gaining it can take years.
Government responses are likely to
reflect local environmental issues
and community concerns, and there
can be very rigorous reporting
requirements on what and how
much is taken out of the ground.
As far as value goes, it’s no
surprise that times are tough.
Commodity prices are universally
low for oil, iron ore, coal, platinum
and copper. Mining operations gear
up and expand when prices are
high. The result can be over-supply,
at which point prices start to fall,
as is the case with iron ore, where
the price has fallen by over half
to around US$50 per tonne. More
efficient operations can still secure a
good margin and have little reason
to limit production. That leaves
smaller and higher-cost operators,
and their SME suppliers, squeezed.
Mining companies need finance
professionals who understand the
basics but who also have specialist
skills around impairments, which
feature heavily in their accounts
because of commodity pricing,
foreign exchange risk and high
operating costs. Coming to a sound
conclusion on the numbers requires
an overview of these issues as well
as extraction costs, development
and logistics. Treasury skills around
FX hedging are also highly prized.
Tim Biggs, UK mining leader, Deloitte

I became an accountant the hard way
– by studying for all 14 ACCA papers!
In contrast, I have recently employed
someone who began with nine
exemptions. But my early experience of
working in several small practices gave me
an excellent grounding. I left practice and
moved into industry as financial controller
for a manufacturing client. The commercial
element intrigued me and I wanted to
have an impact on the bottom line.
I joined Purity Soft Drinks three and a
half years ago as financial controller.
Given that there was a lot of autonomy
in the role, I made an early impact, which
gave me the confidence to step up and
start solving problems. One of my early
successes was to mitigate losses and
generate ongoing revenues from the
closure of a loss-making production line.
Today I am finance director of Purity
Soft Drinks. Our £20m turnover is
underpinned by the growth of our primary
brands JUICEBURST and Firefly. I work

Did you know...?
You can discuss common issues and
network with other ACCA members
across the corporate sector in our
dedicated LinkedIn group http://
bit.ly/1Ltkk7r

Our sales team has grown from four to
12 and and will grow further. Catering
for their needs of timely management
information can be a challenge but is key
to driving performance.
I enjoy working with our private equity
backers. It’s very different from the familyowned environment that I have worked in
previously. It requires a more strategic and
rounded approach and typically improves
financial and other controls.
The environment is very entrepreneurial.
I’m naturally that way inclined, so it’s a
good fit. You need a certain appetite
for risk to be involved in high-growth
businesses. I see my career developing
further in the private equity space. My
skills are quite transferable.
Being ACCA qualified gives you real
status. It demonstrates a good all-round
knowledge and breadth of skills. It helps
build my relationship with key internal (ie
the board) and external stakeholders (ie
the banks). The Qualification’s law paper,
for instance, has helped me converse
with lawyers. I’m currently studying for
the IIA’s CIA Challenge exam (promoted
by ACCA). I thought I had left my days of
exams behind!
Away from work, weekends are
dedicated to my family. With a wife and
two children (aged four and one), it is all
about enjoying activities together. ■
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Tinker, tailor

Critics of the new corporate governance code fear more
boilerplate disclosure, but it could improve internal controls
UK-listed companies may not be
thrilled about the idea, but they now
have a new compliance regime to
contend with.
‘After a long and difficult gestation,
the 2014 UK corporate governance code
is now upon us,’ wrote Mark O’Sullivan,
director of corporate reporting at PwC
in a blog back in March 2015. ‘There’s
been a lot of resistance along the way
but the denial phase is over. Companies
are being challenged to look again at the
ways they assess and report on their plans
and prospects, and the risks associated
with them.’
During the consultation, The 100
Group – a quietly influential organisation
comprising the FDs from the FTSE 100
companies and a few large privately
owned companies – told the Financial
Reporting Council (FRC): ‘We have
concerns regarding the proposed
changes to the code’. BP even told the
FRC that the new code would increase the
chances of the company being sued.
Nevertheless, the new code is now
here (see also Jane Fuller’s column on
page 23). Finalised in September 2014,
it came into effect for companies whose
balance sheet dates fall on or after
30 September 2015. The first trickle of
annual reports subject to the new code
are appearing on investors’ desks, while
the torrent of December year-end reports
will start arriving any day now.
But what’s the big deal with the new
corporate governance code? It hinges

on two significant amendments to
the previous code and two additional
statements that companies must
provide (setting aside some relatively
straightforward changes relating to bonus
clawbacks and the election of directors).

Identifying weaknesses
For years, boards have had to report that
they have undertaken a review of the
effectiveness of their internal controls.
Now, the new code says they also have
to report on that review. ‘They now have
to talk about what they did and what the
outcomes were,’ says O’Sullivan. ‘And
they need to identify – if they exist – any
significant failings or weaknesses. So one
key area of focus is what constitutes a
significant failing and weakness.’
The other important amendment is
that the code clarifies the requirement
that companies not only review their
internal controls but monitor them on
an ongoing basis. ‘It’s suggesting more
of a year-round process rather than a
once-a-year,’ says O’Sullivan. ‘So how do
we monitor and how frequently should we
do so? And what hurdle do we set as to
whether something is a significant failing
or weakness or not?’
One of the more contentious
aspects of the new code has been the
introduction of a ‘viability statement’. Up
until now, companies have had to report
whether the going concern concept
applies, with the general assumption that
this means the company will be around
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for something more than the next 12
months. The new viability statement
requires companies to look ‘significantly’
further ahead than that. In fact, they have
to specify a time period over which the
company looks to be viable.
Derwent London, a FTSE 250 property
company, was an early adopter of the
code, with its 2014 annual report. It issued
a viability statement covering a five-year
period. Some other early adopters, such
as FTSE 250 asset management group
ICG, have opted for three years.
However, what matters, says O’Sullivan,
isn’t the period chosen, but ‘the context
by which you explain that period – and
that may trip some companies up’.
Matthew Lester, CFO of Royal Mail
Group and chairman of The 100 Group’s
investor relations and markets committee,
isn’t concerned that different companies
will have different periods for their viability
statements – it reflects their particular
business reality. ‘For well-informed
investors it does not represent a problem
at all,’ he says. ‘The issue could be that
[less diligent] people could go and say
that company X only puts its viability for
three years and is therefore a much riskier
company than one that puts out 10 years.’

from key risks. Asking companies
to effectively “rank” their key risks
could expose them to litigation in the
circumstances that an event impacting the
company later takes place that has not
been identified as a principal risk.’
Jackson added that, in calling for
companies to explain how risks are
being mitigated, the code contradicts
the requirements of the Securities and
Exchange Commission (SEC), which is
responsible for the corporate governance
code in the US. The FRC said: ‘This is not
an argument against improving reporting
standards in the UK.’
Lester, who wrote The 100 Group’s
response to the FRC consultation, is
broadly supportive of the FRC’s stance.
He rails against the kitchen-sink approach
in which almost every conceivable
risk is dumped into the annual report,
generating ‘40 pages of meaningless guff.
I therefore encourage the FRC to continue
working away at this one.’
But Lester did initially have concerns
about the code. While he thought it
was ‘encouraging better disclosure of
risks and a meaningful assessment of
their impact’, he was concerned that the
viability statement would deteriorate into

Risk ranking
The code now also requires companies
to report on their principal risks and
what they are doing to mitigate them.
Previously, the wording was for ‘significant
risks’. The FRC said in its final draft of
the code that the change was to match
the wording of the strategic report
requirements of the Companies Act 2006.
But David Jackson, company secretary
of BP, told the FRC that the change
‘will expose us to increased legal and
regulatory risk’. The word ‘principal’, he
said, ‘will imply that these risks are the
most important or have been selected

‘The internal
challenge may
not manifest
itself in external
disclosure but
may improve the
quality of risk
management’

a succession of uninformative boilerplates
and was therefore unnecessary.
He says: ‘Those companies that take
stewardship very seriously are already
giving a lot of consideration to the risks
and disclosing the risks, and incorporating
risk management in how they describe
how the company is managed and the
risks it faces.’ He says the extra compliance
burden is marginal but adds: ‘We heard
from investors that they were fearful
that not all companies were taking it as
seriously as we, The 100 Group, were.’
O’Sullivan agrees there is a risk of
boilerplate statements, but says that’s not
really the point. He thinks the real benefit
of the code lies in ‘raising the bar and
raising the degree of challenge that the
board places on management around risk
management and internal controls. That
internal challenge may not manifest itself
in external disclosure but may improve the
quality of risk management.’
Lester agrees that changing behaviour
must have been the FRC’s intention.
‘But I fear that what is actually going
to happen is that there is going to be
a lot more disclosure and no change in
behaviour,’ he says.
He says, however – more than once –
that The 100 Group are supporters of the
code. ‘We welcome the fact that the code
is kept refreshed and people consider
it in the light of recent learnings. And I
think that the way this has turned out is
that 90% or 95% of what we would have
wanted to see in the code is there.’
Which is just as well – because it’s here,
now, and we’re about to see its effects. ■
Andrew Sawers, journalist
For more information:
The new UK corporate governance
code is at bit.ly/CG-code
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Taming virtual currencies
Governments’ mistrust of digital currencies is turning into initiatives to bring them into
the financial mainstream – and drive out the cybercriminals in the process
The Bank of England is looking into
launching a national digital currency
for the UK – a reform that could have
a hefty impact on how accounts are
kept in most British companies. While
public confidence, trust, understanding,
security and sheer level of detail would
make such a move tough to undertake,
the UK central bank’s chief economist
Andrew Haldane has said that the bank
is considering the idea.
His comments, made at Portadown
Chamber of Commerce in Northern
Ireland in September last year, is one of
a series of moves by governments and
banks indicating that they are prepared
to bring virtual currencies in from the
cold. In the US, a draft law to regulate
virtual currencies was recently debated by
the country’s Uniform Law Commission,
which proposes legislation to US states to
promote regulatory harmonisation.
This revelation marks a sea-change in
thinking on virtual currencies, which only
a year ago were the subject of intense
criticism from the law enforcement and
financial regulators, and efforts to ban
them worldwide. Indeed, that remains the
status quo in some jurisdictions. Russia,
China, several EU nations – for example,
Slovenia – and smaller jurisdictions, such
as Bolivia, have banned the use of virtual
currency market leader Bitcoin.
But this law enforcement effort has
also led to police and regulators taking
a closer look at virtual currencies and is
encouraging some to think about how
they can be brought into the ambit of
standard regulated financial systems.
This could see them used legitimately by
companies and subject to professional
accounting assessments.

Cybercrime summit
At the latest Europol-Interpol cybercrime
conference (30 September-2 October
2015) at The Hague, the Netherlands,
Accounting and Business was told that
the EU and global police agencies are
training key staff in virtual currencies
and in how they can be misused. A
programme of courses was launched in

Japan and Singapore last summer and
was scheduled to move to Brussels as we
went to press.
Security authorities seem to be taking
a two-pronged approach: cooperating
with virtual currency operators to help
them develop legal currencies while also
working hard to combat those who persist
in misusing them.
The currency operators themselves are
taking steps to formalise their processes,
with former lawyers and advisers to
law enforcement agencies taking up
jobs within virtual currency businesses,
especially in the US, in the past year. Wil
van Gemert, Europol’s deputy director of
operations, told the conference: ‘The links
between law enforcement, government
and virtual currency operators are
developing all the time. Former

government people are moving into the
commercial sector and [there is] increased
cooperation between the operators and
law enforcement.’
Olivier Burgersdijk, head of strategy
at Europol’s European Cybercrime
Centre, added: ‘Virtual currencies offer
anonymous payment systems, so there is
no ID. Bitcoin is the number one digital
currency for cybercriminals. But it is also
used by legitimate groups, so we do not
want to take it down.’
There were suggestions at the
conference that the banks are looking
to introduce their own virtual currencies.
Conference delegates from HSBC
and Barclays informally confirmed to
Accounting and Business they were
interested in these developments – but
would not give details.

»
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‘The blockchain
as a technology is
far more powerful
and exciting
than Bitcoin as
a currency. It is
pure, secure and
trustworthy’

Meanwhile, Europol signed an
agreement with the European Banking
Federation (EBF) in September 2014 to
formalise cooperation on cybersecurity.
Conference speaker and EBF executive
director Sébastien de Brouwer called for
further legislation to regulate Bitcoin and
other virtual currencies. ‘Bitcoin is already
used for money laundering and fraud,’
he said. ‘Banks are being pushed to allow
some use of these currencies but it needs
much more common work between us all.
‘There is the possibility of a mature
market for virtual currencies. The
discussion is progressing in the right
direction. This will be served by having
good legislation.’
He added that his staff were working
on compliance issues and legislation
that would offer ‘privacy for users but
accountability to law enforcement’, and
that the EBF had discussed the issue with
EU finance ministers. ‘Law enforcement
know that criminals are using Bitcoin. It’s a
very tough nut to crack. They encrypt the
currency on the darknet, so it is very hard
to trace. We need global coordination
because no single country can deal with it
on their own.’

Benoit Godart, Europol liaison officer
at the Singapore-based Interpol Global
Complex for Innovation (IGCI), said: ‘We
need to work to achieve new legislation,’
especially working with EU policymakers.
A European Court of Justice ruling
in October exempted Bitcoin exchange
transactions from VAT in the EU. The
decision was taken to mean that the
court recognises Bitcoin as a legitimate
means of payment. Some commentators
at the conference added that this would
help Europe catch up with US regulatory
progress on virtual currencies.

Blockchain key
Noboru Nakatani, the IGCI executive
director, who has worked with Japan’s
Cyber Defence Institute, stressed that
Bitcoin’s blockchain (the public ledger
that records Bitcoin transactions) offered
regulators the chance to control and
monitor virtual currency transactions. He
said: ‘The information in the blockchain
and how it works is something we need
to use and we must be very proactive in
anticipating threats from cyberspace.’
Clearly, such data could be essential
for accountants and auditors seeking to

produce and check books for companies
using virtual currencies, and also for
financial institutions that have to log
suspicious transaction reports with
anti-money laundering agencies. Ryan
Lazanis, founder of Canada-based online
accounting service Xen Accounting,
sees a bright future for blockchain, for
example. He said: ‘The blockchain as
a technology is far more powerful and
exciting than Bitcoin as a currency. It is
pure, secure and trustworthy.’
While Europol and European banking
and technology companies discuss ways
to improve virtual currency regulation and
how to work with blockchain technology,
the US has gone a step further with
the formation of a Blockchain Alliance.
The grouping includes US government
agencies, the FBI, the Secret Service,
the US Justice Department and virtual
currency companies.
The idea is to save time by creating a
single point of contact between the virtual
currency companies and the agencies of
the state. It is headed by Jason Weinstein,
who left his post as US deputy assistant
attorney general to join virtual currency
business BitFury Group in March 2015. He
said: ‘The alliance will facilitate discussion
between the industry and regulators.’
And in another example of privatepublic cooperation, Microsoft has signed
an agreement with Europol and had
a speaker at the conference. Looking
ahead, Richard Domingues Boscovich,
assistant general counsel, digital crimes
unit, Microsoft, said new technologies
would provide further opportunities for
cyber criminals.
He said: ‘Cybercrime is going to
be around for some time to come. As
everything goes towards automation and
everything gets computerised, criminals
will gravitate towards these things.
Creative people are great but they never
think about the bad stuff and so now we
look at all of our new products to see if
there are unintended purposes to which
they could be put.’ ■
Andrew Burnyeat, journalist based in
The Hague
For more information:
To hear more on fighting fraud and
money laundering, see ACCA’s
Accounting for the Future virtual
conference at www.accaglobal.
com/accountingforthefuture
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The view from

Barry Nethercott FCCA, finance director, Network Housing
Group, keen runner and car-enthusiast
summer, which gave us a rent reduction of
1% a year for four years, and also tenants’
right to buy has changed the economic
landscape for the sector.
Developing a really first-class finance
team that supports the business is one
of my top priorities. I like to improve
the understanding in my team of the
front-line services that we provide as
an organisation, making a very clear
connection between all of our customers
and the work my people do.

I have a plan for my priorities every
day, but something always seems to
come up from left-field that is urgent
and needs dealing with immediately.
My primary responsibility is safeguarding
the business – it’s all about making
sure we are financially strong, that
we continue to develop that financial
strength, that we grow our capacity to
build new and affordable homes, and that
we provide value-for-money services to
existing customers.
I really get a buzz out of using the
financial analysis and modelling we
apply to help inform the business and
influence strategic decisions. Grappling
with what our business plan looks like
going forward is my biggest challenge –
in particular, the chancellor’s Budget this

‘My biggest
professional
achievement is my
involvement in
the development
of the athletes’
village for the 2012
Olympic Games’

My advice to others is to remember
that finance is there to support the
organisation’s business goals and
strategic objectives. You need to stay
close to the detail of what your people
do and show your people that you
understand what they do.
My biggest professional achievement
has got to be my involvement in
leading the commercial negotiations,
raising the financing and overseeing the
development of the athletes’ village
for the 2012 Olympic Games. The
commercial negotiations were complex
and lengthy, and getting finance in place
was very challenging, as this was at the
time of the financial markets crash. I
am very proud of the result, both for
the Olympic athletes and the housing
provision three years on.
I’m a runner in my spare time – I always
have been. There are five-kilometre
parkland runs all over the world on
Saturday mornings. There are three
in Brighton and I often take part. My
second love is fast cars and my third
is windsurfing. ■

ACCA’s ‘how to’ guide
Visit http://bit.ly/1NWPKCT
to see ACCA’s guidance on financial
reporting in the not-for-profit sector

Snapshot: academy
schools
The creation of academy schools –
independent of local government
control – was a flagship policy of
Tony Blair’s administration, but
there have been 200 times more
academy schools formed since
David Cameron became prime
minister in 2010.
Under Blair, schools could
convert if they underperformed,
typically being those in urban areas
containing above-average rates
of children from poor families.
However, many high-performing
schools converted to academies
under the Cameron government.
While the Academy programme
is modelled on successful strategies
adopted in Sweden and the US,
the English programme is far
more ambitious, with conversions
undertaken at ‘a scale and pace
that are unprecedented,’ says the
London School of Economics (LSE).
It concludes that a programme
of ‘mass academisation’ is ‘unlikely
to be a panacea for improved pupil
outcomes across the board’.
203 academy schools were
formed between 2002-2010.
4,519 academy schools were
formed between 2010-15.
63% of English secondary
schools are now academies.
15% of English primary schools
are now academies.

*
*
*
*

Source: Academy school and pupil
outcomes and The Introduction
of Academy Schools to England’s
Education, published by the LSE.
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Universities challenged

The introduction of tuition fees in England and Wales has turned universities into
businesses and students into customers
The introduction of tuition fees in
1998 – and their subsequent large rise
– has had a major impact on the way
universities are run. They have become
more like businesses in outlook and are
starting to see students as customers.
‘We have moved from an environment
of largely entitlement funding to one
in which we need to earn most of our
income from tuition fees, research
bodies, public and private sector
partners and funders, both at home and
overseas,’ explains John Cunningham
FCCA, director of finance at Manchester
Metropolitan University. ‘We don’t have
the situation we used to have where a
significant proportion of our income came
from block grant, which was dependable
and reasonably predictable year-on-year.’
The national policy environment
remains uncertain for tertiary education.
‘The just-published green paper does
not contain much policy detail as to what
the future size and shape of the sector
might be,’ says Cunningham. ‘But we will
probably have a much more diverse and
competitive higher education market than
we do today.’
That government green paper,
Higher education: teaching excellence,
social mobility and student choice,
published in November, did sketch in
some indicators of future direction. It
signalled the creation of an Office for
Students regulator, promoting choice and
competition in the sector.

‘We have
moved from an
environment of
largely entitlement
funding to one in
which we need
to earn most of
our income’

◄ Competition
and the campus
At Manchester
Metropolitan University,
the finance director
expects the higher
education market to
become increasingly
diverse and competitive

Other priorities outlined in the green
paper include raising productivity and
teaching standards within universities,
improving social mobility for students,
and matching the skills output of higher
education institutions with the needs of
the economy and employers.

Fees here to stay
While future higher education policy
remains incomplete, we do know that high
tuition fees are here for the foreseeable
future. Their effects have been profound
in England and Wales (the policy and
fee structure is different in Scotland and
Northern Ireland – see box on page 68).
Students now have higher
expectations of universities – in many
cases, demanding improvements in
teaching standards, support services and

accommodation. ‘Student expectations
have changed because they are now
paying and they are much more savvy
about what they are getting and the value
for money,’ says Stella Atherstone FCCA,
head of finance for the University of
London’s service departments.
Higher student fees have also led
to a need to increase investment in
universities’ estates – in teaching facilities,
the built environment and student
accommodation. The University of
London is upgrading its halls of residence,
embarking on a major renovation
project to improve 1,000 bed spaces in
partnership with student accommodation
specialist UTP.
‘More money is being spent on the
estate, because for decades we have
done very little,’ says Angela Ireland

»
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FCCA, the University of London’s head
of estates finance. That investment also
responds to changing expectations
from students, who have adjusted
their behaviour as a result of internet
technologies. In particular, demand for
libraries has fallen, potentially freeing up
vast spaces for other uses.
Investment in infrastructure was
highlighted as a key issue for universities
in a recent report, Financial health of the
higher education sector, from the Higher
Education Funding Council for England
(HEFCE). Universities told HEFCE they
expect to use £10.4bn from reserves,
supported by £3.5bn in borrowings, to
invest in infrastructure and strengthen
their capacity to compete for students.
Funding of infrastructure has changed
significantly in recent years, points out
Richard Dale FCCA, executive director
of finance at Newcastle University. In the
past, investment was financed by HEFCE.
‘Now there is virtually no capital funding
from government,’ he says. Investment
has to be raised from commercial and
other sources.

The haves and the have-nots
However, many universities cannot afford
to invest in infrastructure – a third are
cutting their capital spending. This reflects
differences in financial capacity between
the highest and lowest-performing
universities, points out HEFCE.
Weaker universities are struggling
financially. Universities predict average
operating surpluses this year below
the 2.5% level that HEFCE regards
as necessary for sustainability. ‘If
surpluses do not increase, there is a
risk to the quality of higher education
infrastructure, which will harm the longterm sustainability of the sector,’ says
the HEFCE report. Financial health now
means achieving ‘5%, 6%, 7% surplus in
net margins’, explains Dale.
A major risk to universities’ finances is
that even minor changes to public funding
could significantly change their financial
position. A 5% cut in public funding could
put many universities into deficit. There
is already evidence that universities have
increased borrowings and cash balances
have fallen – the sector held liquid funds
of £7.7bn in 2014, and this is projected
to fall to £4.6bn by 2018. Borrowings are
rising from £6.7bn to £9.2bn over the
same period.
As funding arrangements for
universities have changed, so have the

Geography lesson
Higher education is a devolved responsibility. Tuition fees
and other key policies differ in Scotland and Northern
Ireland from those in England and Wales.
In England and Wales, tuition fees
vary according to university, up to
a maximum of £9,000 for students
from the UK and the rest of the EU.
In Scotland, tuition fees are £1,820
a year for Scottish students and for
£1,820
EU students from outside the UK.
There is a cap on Scottish student
numbers.
In Northern Ireland, tuition fees
are £3,085 a year for Northern
Ireland students and for EU
students who come
from outside the UK.
There is a cap on
Northern Ireland student
numbers. Funding from
the Northern Ireland
Executive to the
province’s universities
has been cut, which
has led to a reduction
in student numbers for the
current academic year.

*
*
*

£3,085

£9,000

demands on finance functions. In the case
of Newcastle University, regular payments
during the year of £10m from HEFCE have
been replaced by three a year from the
Student Loan Company. That has elevated
the importance of the university’s treasury
management team and its relationship
with the Student Loan Company.

Finance teams step up
Overall, the reforms have made the
finance function much more central to
the strategic management of universities.

‘We are there
to support
departments, not
police them. I am
now central to
their decisions:
strategy decisions,
business decisions’

Dale says that while the impact of higher
tuition fees has not been great for him as
finance director, it has much more impact
on his role as a member of the university’s
executive team.
The pressures on universities mean, in
addition, that the finance team must be
good communicators. ‘We have had to
get better at telling the narrative than the
classic number-crunching, explaining why
things have to happen. I think we have
done that quite well,’ says Dale.
Atherstone adds: ‘The most definitive
change in the three and a half years that
I have been here is that we have moved
from a very traditional accounting role
where finance was not considered to be
hugely important to a situation where
finance and business partnership are the
big jargon words.
‘It is now recognised that we are
there to support departments, not to
police them. I am now much more central
to their decisions: strategy decisions,
business decisions.
‘Before, we were on the outside,
looking in.’ ■
Paul Gosling, journalist
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Complaints procedure

Members for the most part observe ACCA’s standards of professional conduct.
But what happens if a complaint is made? Jo Vlahos and Michelle Lawton explain
ACCA is a ‘recognised
supervisory body’ in the
UK and a ‘recognised
accountancy body’ in the
Republic of Ireland. This
has given us enhanced
recognition in many other
markets around the world
and contributes to ACCA’s
powerful global presence
within the profession.
But with this status comes a
statutory obligation to monitor
and regulate ACCA members
licensed to undertake audit
and insolvency work (and
investment business in Ireland),
as well as ACCA affiliates, firms
and students, to ensure they
observe proper standards of
professional conduct. And for
the most part, they do. But
sometimes mistakes can occur.
Where this results in upset or
loss, and when appropriate,
ACCA expects the parties to
attempt local resolution. Only
once this has failed will ACCA
consider a complaint.
However, just because we
consider a complaint doesn’t
necessarily mean we will
investigate. ACCA works in
the public interest, so we are
obliged to use our resources
effectively; this means that we

assess all complaints before
rejecting or escalating them.

Complaints procedure

Full assessment

Our assessment process
is two-fold. Firstly, our
administration team will
establish the credentials of the
member – we receive many
complaints about non-ACCA
members. Once membership
is established, the complaint
is referred to the assessment
manager. They will carry out a
further detailed review in order
to establish if the complaint is
in accordance with our policy
on complaints we investigate,
whether any regulatory issues
are engaged and whether
the weight of the evidence
will support the complaint.
Approximately 15% of
complaints closed each month
are at the initial review stage
and don’t progress further.
The remaining complaints
will be routed either to our
alternative dispute resolution
service called the Conciliation
Service or, if the matter
relates to audit, insolvency or
investmentment business or
indicates misconduct, to the
Investigations department.
For those complaints
routed to the
Conciliation
Service, our
conciliators will
By investigating
note the issues and
complaints, we
make suggestions
as to how a matter
help maintain
can be resolved.
ACCA’s statutory
This process can
recognition, which
be achieved over a
few phone calls or,
helps maintain
in complex matters,
our standards
several weeks.
In all cases, the
and reputation
conciliator
considers not

Complaint received

Assessment team establishes if subject of complaint is
ACCA member and that complaint is in line with policy

Misconduct cases

Non-misconduct cases

Referred to
Investigations team

Referred to alternative
dispute resolution
‘Conciliation Service’

Disciplinary hearings
held in public and
outcomes posted on
ACCA website

only a resolution, but also
whether any breaches of our
regulations have occurred.

Investigations
The Investigations department
– a team of qualified lawyers,
accountants and experienced
investigators – makes sure
that the cases it receives
are handled quickly and
transparently. We aim to
complete investigations
within six months, although
particularly complex matters
can take considerably longer;
and we hold disciplinary
hearings in public and
publicise the outcome on
ACCA’s website.

The procedure
ACCA’s
Conciliation and
Investigations teams
explain the disciplinary
process at bit.ly/
ACCAplaylist

By investigating
complaints, the
Investigations department
helps to maintain ACCA’s
statutory recognition, which
in turn helps to maintain the
standards and reputation of
ACCA and the accountancy
profession, protecting the
public interest and delivering
public value. ■
Jo Vlahos is ACCA’s head of
assessment, and Michelle
Lawton is ACCA’s head of
investigations
For more information:

Read more about assessments and investigations at
www.accaglobal.com/disciplinary
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Adapt or be swept aside

A roundtable discussion at ACCA’s International Assembly in London in November
warned that the profession must embrace change to succeed into the future

Addressing the theme of ‘the
profession the world needs’
at ACCA’s International
Assembly meeting in
November, panellists
identified the challenges
facing accountants today.
One of these challenges
stems from the need to learn
the lessons of the global
financial crisis in order to avoid
repeating past mistakes while
still encouraging growth.
Melanie McLaren,
executive director, codes and
standards, at the UK’s Financial
Reporting Council, said: ‘Our
stakeholders want assurance
that we have learnt the lessons
from what’s gone wrong in
the past, as well as capturing

what’s worked well. But we
have had a crisis and periods
of austerity, and people
want economic growth. So
there’s a particular emphasis
on reducing the burden
on business.
‘In the UK and
internationally, regulators are
having to work harder to justify
any changes or new standards
they put into place. They
have to be proportionate and
support economic growth over
the longer term. That means
we have to get better at doing
the things accountants are
meant to be good at – looking
at the cost-benefit analysis.’
However, regulators on
their own cannot succeed

in raising standards of
accounting, reporting or
corporate governance,
McLaren admitted. She said:
‘In recent years regulators
have had to show that we have
big sticks to wield and there’s
a degree of mandation. But
that’s about setting minimum
standards, and I encourage
the profession to be ambitious
around making improvements
and working with regulators to
nudge things forward.’
This more voluntary
approach to encouraging
best practice has long been
captured in the UK’s ‘comply
or explain’ approach to the
UK corporate governance
code, while Australia has what

McLaren termed the ‘clearer
and more concise’ version of
‘if not, why not?’
She added: ‘Regulators
can’t continue to raise the bar
just by setting regulations. We
all need to work together in
the public interest to attain
long-term sustainability.’

The middle ground
Paul Druckman, CEO of the
International Integrated
Reporting Council, also
highlighted the need for a
new approach to regulation
and a longer-term focus. ‘We
have been having a binary
discussion about voluntary or
mandatory [requirements],’ he
said. ‘There is a middle way
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– where there is something
you should do rather than
something you want to do or
have to do.’
Having recently attended
meetings of the G20 and
the B20 (independent
business associations from
the G20 economies) in
Turkey, Druckman sensed
considerable interest in the
idea that ‘we have gone too
far towards “hard” law’. He
said he had also heard a lot
of talk about ‘thinking longer
term – that doesn’t mean long
term but longer term; and
looking forward, not just back’.
Panellists also highlighted
the need for greater
harmonisation in a variety

risk management,
in financial and
non-financial areas,
and in assurance
The risk is we get
around strategic
and narrative
stuck in a beanreporting. These
counter world, and
skills are need by
unless we develop
audit committees
and others having
the skills, we
to report externally,
face a bleak and
who want more
assurance to
underpaid future
support their
reports.
She said: ‘The
of ways if the profession
challenge internal audit has,
is to maximise its positive
along with every other part of
impact in the world. Petr
the profession, is the shortage
Kriz FCCA, president of FEE,
of highly skilled people to do
the European Federation of
the work. We are looking for
Accountants, referred to the
people who can talk to the
current audit reforms being
board, to non-execs on the
implemented across Europe.
audit committee, who have
‘There are so many member
knowledge of the organisation
state options that creating
and understanding of
alignment is pretty difficult,’ he its culture, and have the
said, calling on member states
ethical resources – which
to coordinate their actions as
are grounded in being part
far as possible.
of a professional body – to
understand how their work
Going global
relates to the public interest.’
Kriz urged professional bodies
She expressed concern that
to push for more international
there are fewer opportunities
harmonisation for the benefit
today for individuals to serve
of their members. ‘The more
apprenticeships in a range
international the profession
of audit and assurance roles
gets, the more opportunities
and so gain the necessary
members will have,’ he said.
capabilities. ‘People want
‘They can move crossborder,
instant results, and yet to grow
or stay where they want and
someone who can commune
work on crossborder issues.’
with the board takes time and
Kriz also urged professional
experience,’ she said. She
bodies to ‘promote and prefer
challenged the profession to
quality over quantity’. He said:
find new, faster ways to ‘get
‘This will help society and the
professionals up to speed and
public interest, but will also
interacting in the right way’.
help the good practitioners to
Accountant as concierge
distinguish themselves from
All panellists picked up
the bad guys, and build trust
on the challenge facing
in professional accounting
the profession from new
organisations.’
technology, digitalisation and
The importance of
big data.
developing highly skilled
Kriz warned the profession
professionals was emphasised
would face ‘external
by Sarah Blackman, global
competition, particularly
treasurer and past president
from IT companies and
of the Institute of Internal
new economy companies –
Auditors. She argued that
because this is about big data
internal auditors already have
processing and analysing
broad skills – capability in
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data, and it will need large
investments’.
Blackman suggested that
sophisticated data processing
and analysis would replace
some accounting activities,
and that the profession should
focus on ‘the luxury end of the
market – personal service’.
She said: ‘Maybe there will
be fewer accountants in the
world, but we will be the
ones acting as a concierge,
helping organisations and
individuals through the maze
of regulation and all the other
pressures they face.’
Druckman endorsed this
theme, saying: ‘We need to
get away from being those
that provide data to those
that actually understand data.
With technology and big data,
the problem we have is data
overload. So what is important?
What are the key things that
your clients don’t understand
or management don’t
understand that may have a
financial aspect and that’s not
just about transactions?
‘The risk for the profession
is that it gets stuck in beancounter world, and unless we
develop the profession with
the skills and talent where it
can be more in the world of
analysis and understanding,
then the profession could face
a bleak and underpaid future.’
McLaren emphasised the
opportunities provided in a
high-tech future world: ‘We
may need to take some risks
ourselves in addressing this
new world,’ she said. ‘We
need to use our imagination
and all the skills we learn as
professionals about exercising
judgment and thinking
through scenarios in a mindful
and opportunistic way.’
ACCA president Alexandra
Chin concluded the discussion
by summing up the mood
in the room: ‘Change is
unavoidable. We must all
embrace the change that is
coming and stay relevant.’ ■
Sarah Perrin, journalist
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► Belete Bobe,

member of ACCA
Australia and
New Zealand

▲ IMA chairman-elect Marc Palker talks
about member engagement

▲ ACCA president Alexandra Chin

welcomes delegates to the Assembly

Ready to respond

Over 50 delegates from around the world attended the 2015 International Assembly in
London in November to consider the theme ‘Being #1: Future-proofing the profession’
The need to ‘future proof’ ACCA and the accounting
profession was the focus of discussions at the recent
International Assembly in London. More than 50 ACCA
representatives enjoyed two days of discussions on issues
such as member engagement and employability, as well
as meeting ACCA Council colleagues to look at the
challenges facing the global profession. See also
coverage of the panel session, ‘The profession the world
needs’, on page 72.

► Vintoria Bernard,

delegate from Jamaica

► Helen Brand, chief executive of ACCA, gives an
update on ACCA activities over the last year
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talks

▲ Etain Doyle, delegate
from Ireland

◄ Joyce Tamale, delegate
from Uganda

▼ Leo Lee, ACCA vice
president, sums up the
discussions on day one

y

◄ (left to right)

Cristina Gutu, delegate
from Romania; Paul
Druckman, chief
executive of the
International Integrated
Reporting Council;
Katerina Sipkova, ACCA
Council member; and
Helen Perkins, ACCA
head of governance
communications

▼ ACCA Council member

Aaila Majeed and Fergus
Condon, delegate from
Ireland, at the dinner at the
Museum of London
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Upcoming events

ACCA UK is running an exciting programme of Saturday CPD conferences for
practitioners in 2016 across the country. Here are some highlights of the events
Saturday CPD conferences for practitioners are the ideal way to keep your professional
knowledge up to date and get your CPD without disrupting your working week.
Each conference has four sessions, which makes it a cost-effective way of staying informed
of the latest technical issues.
Location

Content

Bristol
Holiday Inn Filton

13 February
20 February
27 February
05 March
12 March
19 March
2 April
9 April
16 April

*
*
*

Glasgow
Hilton Hotel

23 April
7 May
14 May
21 May
4 June
11 June
18 June
25 June
9 July

*
*
*
*

01 October
08 October
15 October
22 October
29 October
05 November
12 November
26 November
03 December

*

Autumn update

conferences are as follows:
one conference: £142
two conferences: £130
per conference
three conferences: £116
per conference.

Conference 2
London A
Manchester
Bristol
Glasgow
Swansea
London B
Birmingham
Sheffield
London C

Conference 3
London A
Glasgow
Birmingham
Bristol
Manchester
London B
Swansea
Sheffield
London C

In addition, ACCA is running
the following updates during
2016 for accountants working
in practice:

Summer update

*
*

18 June, Accounting
Conference, in London
9 July, Taxation Conference,
in London

Birmingham
Conference Aston

Date

Conference 1
London A
Bristol
Manchester
London B
Glasgow
Swansea
Sheffield
London C
Birmingham

Venues

*
*

1 October, Accounting
Conference, in London
12 November, Business
Advice Conference,
in London
3 December, Taxation
Conference, in London
The fees for attending the
summer and autumn update

*

*

*
*

*
*
*

VAT update
Essential law update
for practitioners
NIC, PAYE, P11Ds
and benefits
refresher and planning
Specialist accounting

London
Royal College of
Physicians
Manchester
Marriott Victoria &
Albert Hotel
Sheffield
Novotel Hotel

Property taxes
Know your rights
with HMRC
Finance Bill/Act 2016
Inheritance tax and
pensions

Tax planning for the
owner-managed
business
Accounting
standards update
The remaining two
sessions have been
left open to deal with
issues arising during 2016

Swansea
Marriott Hotel

Discounts are available for
multiple delegates who
will be attending from a
single firm.
Please note that to qualify
for this discount, the bookings
must be made together.
The prices quoted are per
person and per conference.
For flexibility, delegates
booking two or more
conferences can mix and
match from the following
programmes:
Saturday CPD conferences
Summer update conferences
Autumn update
conferences
Attending any of the
conferences described here
confers seven CPD units. ■

*
*
*

For more information:
Book online at http://events.accaglobal.com
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Ceremonies and celebrations
The ACCA ceremonies held during autumn were a chance
for our newest members and their families to celebrate
their achievements.
In Cardiff in October, 52 new members enjoyed a night to
remember at a ceremony hosted by Brian McEnery, ACCA
deputy president. The after-dinner speaker was Stephen
Thomas, chief operating officer of Legal & General, and the
evening also offered up a surprise guest in the form of Wales’
rugby captain Sam Warburton, whose wife Rachel has just
qualified as an ACCA member.
ACCA president Alexandra Chin welcomed 40 new
members at a ceremony in Edinburgh in October. Guest
speaker Ian McDougall’s rich life story included running
his own practice, being FD
of a start-up distillery and
a business spokesman for
the ‘Yes’ campaign during
Scotland’s 2014 referendum.

◄ Scotland adds to
its contingent
Chinyere Hilda Arigbede
(left) and Segun Arigbede at
the Edinburgh ceremony

And 175 new members
attended a glittering
ceremony at London’s
Dorchester hotel in December.
The after-dinner speech was
delivered by Stephen Brown,
CFO of the Rugby Football
Union, which recently hosted
the 2015 Rugby World Cup.

▲ Wales welcomes
new faces
Wales rugby captain Sam
Warburton accompanying
his wife Rachel – a newly
qualified ACCA member
– together with Rachel’s
parents, at the welcome
event in Cardiff
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Council highlights

At its November meeting, Council discussed member satisfaction, voting at the AGM
and the changing landscape of professional learning, among other issues
ACCA’s Council met on
Saturday 21 November
in London. The meeting
featured discussions and
decisions on a number of
important matters.
President Alexandra Chin
updated Council on her
and the officers’ activities
since September, including
speaking and attendance
at events in Singapore,
Sri Lanka, Kuala Lumpur,
Ireland, Romania, Poland,
Pakistan and China, and
collective attendance at the
19th annual International
Assembly on 19 and 20
November.
Council noted a report
from chief executive
Helen Brand, including an
overview of the first half of
the 2015-16 performance
year, and a summary of
strategic performance as at
the end of September.
Council broke into
discussion groups to
consider plans to improve
member satisfaction and
a draft member value
proposition.
Council received a
presentation from vice
president Leo Lee and,
in discussion groups,
considered a paper on
the issues arising from
the 2015 annual general
meeting. Council received
a presentation from
Pauline Hobson, the
chairman of governance
design committee, focusing
on the issue of voting at
the AGM and in Council
elections. Actions from
both these discussions
will be considered by
governance design and
nominating committees.

*

*

Council received an oral
update from the chairman
of audit committee,
Robert Stenhouse, on the
decision of BDO to resign
as auditors, having not
been invited to retender
for the audit. Council
agreed the proposed
process for appointment of
replacement auditors.
Council agreed the
timetable for choosing
its preferred nominee to
become vice president for
2016-17, including a closing
date of 14 December for
nominations and then
selection, by ballot, by
Council on 12 March
2016. The winner of the
ballot will have his or
her name submitted for
formal election at the
annual Council meeting on
15 September 2016.
Council noted a paper
reviewing the changing
landscape of professional
education and learning.
Council also noted an
update on the partnership
with the University of
London.
Council noted a paper on
future-proofing the ACCA
Qualification.
Council noted a report
from the Qualification
Board meeting on
15 October 2015 covering
its ratification of the results
of the first September
examination.
Council received an oral
report from the president
on the results of the
Council performance
appraisal exercise for
2014-15.
The next meeting will be in
London on 12 March 2016. ■

*

*

*

*

*

*
*

*
▲ Changing chambers

The November 2015 Council meeting was the last to be
held at 29 Lincoln’s Inn Fields, with ACCA moving soon after
to new premises in London at the Adelphi
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ACCA moves in

ACCA has moved into its new offices, which combine modern
technology and design within a striking Art Deco building

74 International
Assembly in pictures
72 International
Assembly roundtable
70 Disciplinary process
26 President

ACCA member
benefits
Employability
Membership improves
earning power and job
prospects on a global
scale.
Influence and
representation
Members play key
roles in representing
and developing the
profession, backed by
cutting-edge research.
Knowledge and
connections
Keep up to date with
our publications and
social media feeds. Our
events let you network
with a large peer group.
Personal development
CPD, training and career
progression support.
ACCA Careers
Our careers portal gives
guidance and lists job
vacancies worldwide.
Customer care
Fast and efficient
support around the
clock, by phone, email
and webchat.
Go to www.accaglobal.
com/memberbenefits

From 4 January 2016, ACCA’s
new address will be the
Adelphi, 1-11 John Adam
Street, London WC2N 6AU.
ACCA’s London office is
on the third and fourth floors
of this iconic building, which
is in central London, near to
the Thames.
Helen Brand, chief
executive of ACCA, said: ‘This
is a prime location befitting
ACCA’s status as the global
leader in our field. Our new
London home allows us to
maximise our influence as a
world-class organisation. I look
forward to welcoming staff,
members and guests.’
In November 2015,
ACCA’s Council visited the
Adelphi as final designs
and fittings were being
completed ahead of the
move. Feedback from Council
has been extremely positive,
recognising that the Adelphi
is an impressive location for

ACCA, combining modern
technology and design with
the striking features of an Art
Deco building.

Power it up!
The 11th edition of
Accountancy Futures has
been published. It covers
ACCA’s state-of-theindustry research into the
oil and gas sector and also
has an interview with bestselling Australian author
and accounting historian
Jane Gleeson-White. She
asks: can accountants save
the planet?
We also cover a wide
range of issues, including governance, risk, the future of
audit, corporate reporting, the public sector, emerging
markets and diversity. And we talk to senior finance
professionals such as accounting luminary Bob Herz and
Bangladesh’s auditor general Masud Ahmed.
Read it at http://bit.ly/1NJuPog.

The building dates from
the 1930s and is an icon of
architectural design that
epitomises the Art Deco era.
Clad in Portland stone
and decorated with eyecatching sculptures, the
building takes its name
from its location in London’s
Adelphi district, which still
includes many outstanding
18th-century buildings
designed by architects the
Adams brothers.
ACCA is in good company
when it comes to calling
the Adelphi home. Previous
inhabitants include literary
giants John Galsworthy,
George Bernard Shaw,
Thomas Hardy, David Garrick,
and JM Barrie, author of
Peter Pan. Another resident
of the Adelphi – fictional but
perhaps even more famous
– was the character of David
Copperfield, created by
Charles Dickens.
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