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Welcome

Welcome
New directions
As this edition of Accounting
and Business goes to press,
the outcome of the EU in/out
referendum is unknown and
looks far from predictable.
By the time you read this, the world – and Britain’s place
in it – might feel very different from how it was before the
referendum. Depending on what the nation decides, we will
bring you appropriate coverage of the business issues in our
next edition.
Another unknown quantity is the cost/benefit of hosting
the Olympic Games. As our cover story points out, the cost of
running the Games is huge, but the Brazilian government has
worked hard to make savings since the original plans were drawn
up. The expense remains a highly charged issue, but hopefully,
as with the London Games, the excitement of the competition
will win out over the setbacks.
Meanwhile, we learn about the changes taking place at IBM
as CFO Naomi Hill explains how the former software, hardware
and business services giant is turning its attention to digital
intelligence. Hill’s role in this strategic redirection is to offer
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financial insight to inform the business strategy as Big Blue
embraces a new era of cognitive computing.
Another fascinating and quietly growing trend we explore
this month is the cashless society. Central banks are warming to
the prospect of a purely digital monetary system for the greater
flexibility it gives them over interest rates, and the reduction in
fraud and money laundering. At the consumer end of things, the
evidence is more tangible. Some supermarkets and even banks
in Scandinavia already operate cash-free – even the equivalent
of the Big Issue magazine in Sweden can be bought with plastic.
Although concerns over cybersecurity and more practical
concerns persist, this is going to be an interesting one to watch.
Following on from the launch of ACCA’s ‘Professional
accountants – the future’ campaign, which brings together our
contributions to strategic thinking about the way ahead for the
sector, we begin a series of articles exploring the trends most
likely to shape six areas of the accountancy profession over the
next decade. This edition we look at audit and assurance (page
36), and corporate reporting (page 38).
Jo Malvern, editor, joanna.malvern@accaglobal.com
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News | Pictures

► Google searched
Investigators raided
Google’s offices in Paris
in a major escalation
of France’s longrunning enquiry into
the US-based internet
company’s tax affairs

▲ Honi soit…

UHY Hacker Young is
replacing the Banksy
artwork in its London
office with a piece from
the artist Pure Evil as a
90th birthday tribute to
the Queen

▲ Driven down

The amount of vehicle
duty collected from
motorists fell by £223m
to £2.7bn in the six
months following the
abolition of the paper tax
disc displayed in cars

▲ Shave or pay

A barber in Worcester
is seeking to highlight
the ‘ridiculous’ taxes
imposed on the sector
by championing a beard
tax, said to have been
first levied by Henry VIII
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◄ Master class

Actor Angelina Jolie will
be a visiting professor
on a new master’s course
run by the London
School of Economics’
Centre for Women,
Peace and Security

▼ Metal guru

The finder of a hoard of
5,251 Anglo Saxon silver
coins in Lenborough,
Buckinghamshire, is
to share the £1.35m
treasure trove valuation
with the landowner

▼ No dunk funk

The new £5 note
entering circulation on
13 September will be
made of plastic, and
is said to be durable
enough to survive a spin
in the washing machine
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News roundup

This edition’s stories and infographics from around the globe, as well as a look
at the latest developments and issues affecting the finance profession
Tax transparency
More than half of FTSE 100
companies now disclose
information about their
approach to tax, up from
a third four years ago,
according to PwC’s report
Tax transparency: trends in
voluntary tax disclosures.
Fifty-six of the FTSE 100
reported on tax planning
and relationships with tax
authorities in 2014, up from 49
in 2013 and 32 in 2012. PwC
tax partner Andrew Packman
said: ‘Corporates recognise
that people want to know
where the company stands
on tax.’ However, there is no

common approach adopted
by the companies as to what
is disclosed, or how. See also
Robert Bruce, page 30.

Tighter pricing rules
Transfer pricing rules may be
tightened to reduce the scope
for generating untaxed cash
through price manipulation.
The UK government is
consulting on the introduction
of a secondary adjustment
rule. This would address the
financial benefit arising from
incorrect pricing that remains
after the application of the
existing primary adjustment
rules. Under the proposed

change, the cash benefit from
incorrect pricing would be
taxed. The changes are in line
with the action being taken
internationally through the
adoption of the Organisation
for Economic Co-operation
and Development’s Base
Erosion and Profit Shifting
(BEPS) measures.

EU adopts CbC reporting
An EU directive implementing
country-by-country (CbC)
reporting for multinational
corporations has been
adopted by the European
Council. The directive also
requires member states to
automatically exchange
related tax information. The
amended accounting directive
will apply to companies with
total consolidated group
revenues of €750m or more,
and will require them to report
information on revenues,
profits, taxes paid, capital,
earnings, tangible assets and
the number of employees.

Unpaid tax recovered

Firms explain BHS advice
The collapse of retail store BHS has led to four
accountancy firms appearing in front of the House of
Commons work and pensions select committee. Partners
in the firms have been questioned about their advice on
the sale of BHS to Retail Acquisitions and the impact on
the BHS pension fund. Mark Byers of Grant Thornton,
Tony Clare of Deloitte, David Clarke of KPMG and PwC’s
Richard Cousins and Steve Denison all gave evidence
to the committee, along with partners in the Nabarro,
Eversheds and Linklaters law firms.

HMRC has announced that
its taskforces have recovered
more than £500m in unpaid
taxes since they were
established five years ago.
Nearly £250m was raised
in the 2015/16 year alone,
with the income generated
increasing year by year. Since
2011, HMRC has launched
more than 140 taskforces
targeting sectors that are at
the highest risk of tax fraud,
including the retail sector, the
tobacco industry and the adult
entertainment industry.

Call for deeper reports
Annual reports should be
more focused on companies’

in-depth strategy, and be
backed up by operational
key performance indicators,
to enable investors to
take a longer-term view,
KPMG’s second annual
survey of business reporting
has advised. At present,
according to the report,
companies focus on shortterm financial objectives,
which results in significant
gaps in the information
reported to investors.
‘Financial information is not
the only data that matters to
investors,’ said Mark Vaessen,
global head of International
Financial Reporting Standards
(IFRS) at KPMG International.
‘When evaluating a company,
investors also need to be
able to assess the health
of a business, its growth
potential and the long-term
sustainability of its earnings.’

Auditor opposed
Despite financial services giant
Standard Life voting against
the appointment of EY as
auditor of Royal Dutch Shell,
the firm was appointed at
Shell’s annual general meeting
in succession to PwC. Standard
Life had objected to EY’s
appointment because the firm
also audits BG, which Shell
is in the process of buying.
Auditing both companies
would make EY subject to
‘perception of conflicts of
interest’, argued Standard
Life. ‘We are disappointed
that during our engagement
with the parties involved it has
not been possible to address
our concerns in a satisfactory
manner,’ said Guy Jubb,
Standard Life Investments’
governance head. EY declined
to comment.

Accounting and Business 07/2016

UK_Newsroundup.indd 10

16/06/2016 11:54

11

Roundup | News

Are you fit for the future? Take our test
Professional accountants need seven vital qualities to succeed, according to ACCA
research. Gauge your own ‘professional quotient’ in our short interactive test

Sharpen your
professional skills
Our interactive test allows you to
see how you perform against the
seven qualities, identifies areas
where you can sharpen your skills
and directs you to a range of
resources that can help. For more
on ACCA’s research Professional
accountants – the future see
pages 36 and 38.

Take the
test and
find expert
tips on perfecting
your skills at
accaglobal.com/
thefuture

KPMG audit quality lags

KPMG and Ted Baker

Serco audit

A review of 22 individual
KPMG audits from the 2015/16
inspection by the Financial
Reporting Council (FRC)
concluded that eight needed
improvement, two of them
significant improvement. None
of the inspected audits of the
six other largest firms required
significant improvements.
Issues highlighted with
KPMG’s audits included
weaknesses in the testing
journals; communications
with audit committees; the
quality of the audit report; and
ineffective use of substantive
analytical review procedures.
KPMG’s UK head of audit,
Adrian Stone, said it was
concerned at the findings,
but pleased that the FRC had
‘found a significant increase
in the number of our highest
rated engagements’. He
added that KPMG will ‘invest
in and improve our audit
service’ to go beyond the
FRC’s standards.

The FRC is investigating
KPMG’s non-audit work for
Ted Baker while it was retained
as the company’s auditor in
relation to ‘their consideration
of and compliance with ethical
standards in connection with
the provision of non-audit
services during their audit of
the financial statements of
Ted Baker plc and one of its
significant affiliates for the
periods ended 26 January
2013 and 25 January 2014’,
according to the FRC. A KPMG
spokesman: ‘We have always
sought to ensure that the nonaudit services we provide to
audit clients are consistent with
both the letter and the spirit
of prevailing requirements.
However, we recognise that
the application of principles
requires the exercise of
professional judgment and, in
this instance, the FRC’s view
may differ from our own. We
will of course co-operate fully
with the FRC’s investigation.’

Deloitte is being investigated
by the FRC over its 2011 and
2012 audits of Serco. The
decision follows information
received from the Serious
Fraud Office, which is
investigating Serco’s contracts
in respect of England
and Wales for the electric
monitoring of offenders.
Serco was referred to the SFO
after allegedly overcharging
for monitoring offenders. A
Deloitte spokesman said:
‘Deloitte is committed
to upholding the highest
professional standards.
We take this investigation
seriously and will co-operate
fully with the Financial
Reporting Council.’

PwC board streamlined
Incoming PwC chairman and
senior partner Kevin Ellis has
restructured the UK executive
board. Jon Andrews now
leads on technology and
investments, Kevin Burrowes

on clients and markets,
Laura Hinton on people, and
Stephanie Hyde on regions.
Margaret Cole continues in
her board role as general
counsel and also becomes
chief risk officer, while Warwick
Hunt becomes chief operating
officer and managing partner
international. Ellis said: ‘I am
streamlining the executive
board from 12 to seven people
to ensure an agile approach
to talent, technology and
market conditions.’

Deloitte’s new partners
Deloitte has promoted 80
new partners, 24 of them
women. There are 24
new partners in the firm’s
consulting service, 20 in
financial advisory, 18 in audit
and risk advisory, 17 in tax
and one in internal client
services. Almost a third (24)
are based outside London.
Deloitte said the promotion
of women reflected its
commitment to gender

»
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diversity, backed by a series of
programmes to identify and
retain high-performing female
leaders, as well as gender
pay transparency, a returnto-work programme and a
sponsorship initiative for the
firm’s senior women.

largest firm of commercial
property auctioneers
nationally. Pugh & Co was set
up in 2000 and is the largest
firm of commercial property
auctioneers operating outside
London. Meanwhile, Wilkins
Kennedy has announced two
new mergers. Its Amersham
office has merged with JR
Antoine & Partners, and the
firm has also absorbed Lakin
Clark of Canterbury.

Begbies acquires Pugh
Begbies Traynor has bought
Pugh Auction Group,
whose 25-strong team is
transferring to Begbies
Traynor’s existing Eddisons
property services division. The
enlarged Eddisons auction
business becomes the third

Allinial/IAPA to merge
Allinial Global and
IAPA International have
signed a letter of intent

Hong Kong tops competitive league
Hong Kong has replaced the US as the world’s most
competitive nation, according to the annual analysis by the
IMD World Competitiveness Center – a research group
within the IMD business school. Of the large European
nations, Germany, in 12th place, fares best, followed by
the UK at 18 and France at 22. Qatar, in 13th place, is the
most competitive nation in the Middle East, ahead of the
UAE at 15. The IMD says that the common pattern among
all the countries in the top 20 is their focus on businessfriendly regulation, physical and intangible infrastructure
and inclusive institutions.

2016

2015

1

China Hong Kong

2

2
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4

3

USA

1

4
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5
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9
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7
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7
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+1
+2
-2
-1
+4
+2
+9
+7
-2
-5
Decrease on previous year

to merge, potentially
creating an association
comprising 300 member
firms in 79 countries, with
total fee income of more
than $2.6bn. The combined
body would be the world’s
third largest association of
independent accountancy
and consultancy firms.
Allinial is headquartered in
the US, while IAPA is based
in the UK. Merger details
are being negotiated by
Allinial president and CEO
Terry Snyder and IAPA CEO
Stephen Hamlet.

Regulatory surge
There has been a global surge
in the regulatory requirements
imposed on corporate
reporting, in particular
relating to environmental,
social and governance
performance, according
to the report Carrots and
sticks: sustainability reporting
policies worldwide – today’s
best practice, tomorrow’s
trends, published jointly by
KPMG, the Global Reporting
Initiative and the Centre for
Corporate Governance. Its
research identified almost 400
regulations, guidelines, codes
of conduct, frameworks and
other reporting instruments
– both mandatory and
voluntary – across 64 countries.
Previous research in 2013
identified 180 instruments
across 44 countries.

from the practices of the past,
we still lack an agreed way of
describing the components of
sustainability reporting’.

Diversity boosts pay
CEOs of corporations with
more women on their boards
are on average paid more,
according to analysis by US
remuneration research firm
Equilar. Companies with
greater board gender diversity
typically pay their chief
executives 15% more.
Interpretations include: bigger,
more successful companies
may have more women on
their boards; female directors
may drive better performance;
or women may offer less
resistance to higher executive
pay because they are under
more pressure to conform.

Rich clients switch
An increasing number of
clients of wealth managers
are willing to switch advisers,
according to an EY report,
The experience factor: the
new growth engine in wealth
management. Practitioners
need to improve their use
of technology, meet client
expectations, increase
transparency and provide
support across more channels,
if they are to keep their clients,
said the firm. The vast majority
of clients have relationships
with multiple wealth
managers, the study found.

Weaker impact

New head at EFRAG

Sustainability reporting is
failing to fulfil its potential,
according to the study
Mapping the sustainability
reporting landscape: lost
in the right direction, from
ACCA and the Climate
Disclosure Standards Board. It
suggests that fragmentation
of the sustainability reporting
discipline is weakening its
impact. Lois Guthrie, CDSB’s
founding director, said that
despite there being a ‘new
order of corporate reporting,
which is radically different

Jean-Paul Gauzès is the new
president of the European
Financial Reporting Advisory
Group (EFRAG), which
provides technical advice to
the European Commission on
IFRS. His appointment follows
calls from some MEPs for the
European Commission and the
European Parliament to take a
more critical line on IFRS and
the International Accounting
Standards Board. Gauzès
has been an MEP since 2004
for France’s Union pour un
Mouvement Populaire.
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Simpler standards
A committee of MEPs has
called for accounting standards
for financial instruments to
be less complex. The MEPs
also argued for clarity and
consistency in the application
of valuation standards and
for greater certainty in the
balance-sheet treatment
of assets to avoid offbalance sheet accounting.
They called for improved
governance for the IFRS
Foundation and for EFRAG to
examine whether accounting
standards allow tax fraud and
avoidance.

Succession and strategy
Companies should have an
active nomination committee
to promote effective board
succession, the FRC has
suggested in a feedback
statement in its discussion
paper, UK board succession
planning. Committees
should consider the future
membership of their boards
and ensure this is aligned
with company strategy, it
concludes. Some respondents
supported further guidance,
which may be included in the
FRC’s revised guidance on
board effectiveness.

NAO to take over BBC audit
The BBC charter is to be amended so that the National Audit Office takes over as the BBC’s
auditor, a government white paper has revealed. EY currently has a three-year audit contract
with the BBC, which began last year. The government has not yet announced when the
handover to the NAO is to take place. In other audit changes, KPMG is to take over from
PwC as auditor of Standard Life from next year, while PwC has won the audit contract for
recruitment agency Hays, which Deloitte has held for 27 years.

Regions attracting FDI

Call for more depth

Charity reporting

Privatisation condemned

The UK’s regions are driving
increased levels of foreign
direct investment (FDI),
according to EY’s annual
attractiveness survey for the
UK. Almost 90% of total FDI
growth last year occurred
outside London. The UK
remains Europe’s leading
FDI destination, with a 20.9%
share (up from 19.9% in
2014), and manufacturing
accounts for a third of this
investment. North-west
England was the strongest
performing region, with a
118% rise in investment off
the back of the government’s
northern powerhouse strategy.
The weakest region for FDI
growth was Northern Ireland,
which suffered a 62% fall.

Annual reports should be more
focused on in-depth strategy,
backed by operational key
performance indicators
(KPIs), to enable investors
to take a longer-term view,
concludes KPMG’s second
annual Survey of Business
Reporting. At present, says
the report, companies look at
short-term financial objectives,
which leaves significant gaps
in the information reported
to investors. In addition to
financial information, says
Mark Vaessen, global head
of International Financial
Reporting Standards (IFRS) at
KPMG International, ‘investors
need to assess the health,
growth potential and longterm sustainability of earnings.’

Auditors of charities are to
get a new list of material
matters to be reported to
regulators, under proposals
jointly published by the Charity
Commission for England and
Wales and the Office of the
Scottish Charity Regulator. The
move comes in response to the
collapse of Kids Company and
strong criticisms of the charity’s
auditors made by the House of
Commons public administration
committee. The proposals
clarify auditors’ responsibilities
to raise matters of concern,
stipulating they must notify
regulators where trustees have
not taken action on matters
raised by the auditor and where
conflicts of concern are not
managed properly.

Privatisation of the Land
Registry risks restricting
public knowledge of land
ownership, the GMB trade
union has warned in the wake
of reports that all bidders for
the Land Registry have links to
tax havens and so may have
a vested interest in limiting
disclosure. Rehana Azam,
national secretary for GMB’s
public services, said: ‘The new
owners will be in possession of
more information on who owns
what in Britain than the state
itself. It is impossible to frame
the law so that the new owners
will not be in a position to
exploit their insider status.’ ■
Compiled by Paul Gosling,
journalist
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‘The top line
is that digital
will push us to
collaborate in
new ways with
customers and
suppliers’
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Blue-sky thinking

As CFO of IBM UK and Ireland, Naomi Hill explains how the former software, hardware
and business services company is turning its attention to digital intelligence

A

n exciting time to be a CFO? Of course it is, says
Naomi Hill, vice president of finance and CFO of IBM
UK and Ireland. Part of the excitement is derived
from the breadth and reach of the job, where the CFO role
reaches out across the whole spectrum of the organisation and
interacts with all the other leaders in the business: marketing,
HR, IT and sales, as well as the CEO. ‘With the technology
changes and advances – and this is relevant to all CFOs –
every day we have new opportunities to use data,’ says Hill.
Data, according to IBM, is the world’s new natural resource.
‘Leveraging data we can interpret and use to model new
understandings brings additional value into the business,’ says
Hill. IBM sees data as transforming decision-making, and that
is having an impact on the role of the CFO. This transition is
spurred on by the rate of technology change. For instance, it is
creating a business environment where industries are converging.
An example is online retailers linking up with bricks-andmortar grocery chains. Innovative technology is allowing new
competitors to enter markets as barriers tumble – consider the
impact of Uber on the taxi business or Airbnb on accommodation
and leisure, for example. (See box on IBM’s CFO survey from
its Institute for Business Value.) ‘The top line is that CFOs will
continue to need to spur innovation as well as react to it, that
digital will dominate relationships with clients, pushing us to
collaborate in new ways with customers and suppliers,’ Hill says.
In post for just under three years, Hill describes herself as the
financial steward of the company. But she is much more than just
that. She is an adviser to the business, leveraging technology and
information in order to provide business insight. With her finance
teams, Hill works alongside the IBM general management,
providing financial expertise to the business. This extends to
collaborating with IBM finance colleagues around the world.
Hill cites a host of areas where she has broad responsibility
and oversight – accounting, tax, treasury, statutory accounting,
acquisitions and divestitures – which all help to inform and
establish the company and financial strategy.

Company in transition
And that strategy has changed. Still a leading, global
technology player, IBM is a company in transition, focusing on
strategic imperatives – cloud computing, mobile, analytics,
social and security – rather than its older hardware, software
and services businesses. Such a transition has weighed on
results, but IBM insists it manages for the long term and the
investment is paying off.
That investment covers every part of the business. Building

2013

Vice president of finance and CFO of
IBM UK and Ireland

Pre-2013

CV

Global brand CFO for IBM Software
Global services and financing, IBM
Global, New York
Europe CFO, Global Business Services
Divisional CFO, global hardware division, New York
Divisional CFO, UK, Netherlands and South Africa
Treasury manager, IBM UK
Financial analyst, IBM UK
Qualified with the Chartered Institute of Banking, National
Westminster Bank

skills in the finance team ensures that the company can benefit
from technical accounting expertise as well as the broader
business insight. IBM operates a single finance model globally,
deploying a mix of centralised and decentralised teams. Some
are clustered in centres of excellence, which aim to benefit
from economies of scale and commonality of interest; taxation,
treasury, management and statutory reporting are examples.
As well as using those, Hill can also call upon local teams in the
UK that analyse information and use tools such as predictive
analytics to directly support and advise the business through
detailing and establishing trends emerging from the market
place. Predictive analytics is statistical analysis that makes
use of historic data to provide an accurate benchmark for
predicting future activity. And it is of major interest to IBM in
driving its business and working with its customers.
Geography is of little import to finance; the teams could be
local or global, they could be virtual, wherever and however it
makes sense to operate and leverage the skills required. Beneath
the CFO, IBM has divisional CFOs working in the main area of the
business. ‘We have been evolving that model; the technological
advances and the transformation we’re going through enable us
to establish these ways of working but we continually look at the
model to see where the best place is to get those skills,’ Hill says.
An example of change from Hill’s direct experience is in a
former role as treasury manager in Portsmouth. The treasury
team’s roles included working on leasing deals, arranging
financing for customers and interacting with the banks. Now, the
treasury function for IBM is centrally located, providing services
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IBM is in a period of change. In
2015, its strategic imperatives
of cloud, analytics, mobile,
social and security grew 26% to
US$29bn and now represent 35%
of total revenue.

Basics

Sliding revenue is a result of IBM shedding unprofitable
areas such as chip design and manufacturing in favour
of consulting, cloud and cognitive computing.
In 2015, revenue from continuing operations was
US$81.7bn (2014: US$92.8bn), operating (non-GAAP)
earnings US$14.7bn (2014: US$16.7bn) and operating
earnings per share (non-GAAP) US$14.92bn (2014:
US$16.53bn).
Americas represents 47%, EMEA 32% and Asia
Pacific 21% of IBM’s total 2015 revenue excluding
OEM revenue.

to all the territories rather than establishing an individual treasury
in each country or region. As well as finance working in specialist
teams, Hill has financial professionals whose role is to sit alongside
the business, providing direct and immediate business analysis,
interaction, advice and guidance.

Beyond score-keeping
Skills is a topic that crops up time and again – having them
and keeping them up to date. Only by maintaining those skills
can finance help to drive business value and insight. Hill says
that as the IBM finance teams become more skilled – in terms
of technology, marketplace, industry knowledge – it enables
‘amazing opportunities for the CFO to move beyond the role of
scorekeeper to adding value and shaping the company’.
As a qualified banker, not a professional accountant, in
the CFO role, Hill is clear that IBM encourages professional
qualifications of all types, across all areas of the business. ‘One
thing is certain: a strong accounting technical background is very
important for a CFO, and all financial professional qualifications
teach that,’ she says. ‘When I did my chartered qualification, it
was in the context of the banking industry and I brought all that
experience and knowledge with me to IBM. In finance we value
that accounting knowledge as the bedrock of everything we do
today. I use it every day as well as relying on others’ expertise.’
She also notes how qualifications such as ACCA go far
beyond the accounting core to touch other areas – such
as leadership, business insight and change management –
which matter to IBM. ‘Professional qualifications support the
requirements of the finance function in the modern world,’ she
says – and that includes making a key contribution to IBM. Hill
says that the key performance indicator (KPI) for the function
is ‘E to R productivity’ – expense to revenue. ‘Is the amount of

Asked to advise her younger self
entering the business, Naomi Hill says
it is imperative to keep skills current
and that they should be broader than
just technical finance. IBM finance
professionals have to understand the
business that they are working in so
they can provide those business insights; they also have
to see how technology is used in every company – not just
IBM – which enables the finance professional to anticipate,
manage and mitigate risk. ‘You need to stay ahead of
the fast pace of change and that means you need to be
looking at the market and the competition,’ she says.

Tips

money we are spending on the finance team in line with the
revenue of the business?’ She may have asked the question, but
Hill wasn’t giving away anything on the trend of that KPI, nor did
she comment on the state of the US Securities and Exchange
Commssion’s (SEC) investigation into IBM over revenue
recognition relating to some transactions that took place in the
US, UK and Ireland, which the company disclosed last October.
IBM did confirm that it is cooperating with the SEC in this matter.

Breadth of opportunity
When asked whether as a woman she had to work harder or
try harder to gain such a senior position she replies: ‘Really, in
IBM, not at all.’ Perhaps her response is given extra weight by
the fact that the CEO and president Ginni Rometty is also a
woman. Growing up for some years in Virginia in the US, Hill
says that she wanted to return to the US and was interested by
global corporations. ‘Working in the technology space, I love
the challenge of the transformation, the breadth of roles, and
IBM offers the opportunity to move into different roles,’ she says.
‘My background has been fairly traditional – moving up a career
path across brands and territories. But for future finance

»

Innovate and collaborate to survive
IBM interviewed more than 600 CFOs worldwide across
18 industries. CFOs say that the pressure to innovate has
never been greater. They know they need to prepare for a
future in which disruption is pervasive; 80% expect digital
forms of interaction with customers to predominate, as
face-to-face contact continues to dwindle. And 52% of
CFOs envisage collaborating more extensively with other
organisations to access external innovation. Leading CFOs
play a much larger role in strategy development; they’re
also more actively engaged in assessing the commercial
and operational implications of new trends and
technologies, more skilled at integrating and analysing
data and better at fostering financial talent.
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leaders, as IBM becomes a globally integrated enterprise, there
will be greater opportunities to move in and out of finance, into
the business, into operational, sales and consulting roles.’
Operating in 170 countries, IBM is, says Hill, a company
that looks to continuously transform and innovate, providing
solutions to support a vast, diverse client base, tackling their
most critical business challenges. The future for IBM is digital
intelligence, and it sees the next decade as a dawn of a new
era. Even though IBM does not break out its revenues along
country lines, Hill is clear that the UK and Ireland contributes
significantly to the company’s overall performance. IBM
continues to invest in this region; it has built a ‘SoftLayer’
cloud data centre in the UK as part of a US$1.2bn investment
in expanding its global cloud footprint, while the IBM London
analytics centre puts the UK centre stage in one of its strategic
imperatives: to use advanced analytics expertise to address the
complex business challenges facing clients.

Perhaps the most public face of that technology for IBM is its
association since 1990 with the Wimbledon tennis championship,
where it provides scores, statistics and analysis of matches
through its Slamtracker. Less high profile, but perhaps even more
important than keeping track of Andy Murray’s progress, anyone
completing an online transaction or using a cash machine does
so using IBM software developed in Hursley Park in Hampshire.
Such developments are evidence of IBM’s high ambition
to be at the forefront of a new era of cognitive computing.
And to help achieve that, Hill’s desire is to continue creating a
smarter finance function. ■
Peter Williams, journalist
For more information:
See IBM’s CFO study at bit.ly/surveycfo
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Rio carnival

Since being awarded the 2016 Games in 2009, Brazil’s economic position has changed.
How has it coped with the arrangements in financially restrained times?

W

ith the Rio 2016 Olympic and Paralympic Games
Rio 2016 Olympic and Paralympic Games has been reduced by an
due to start in August, Brazil is hoping that a
estimated US$500m.
financial crisis and a dramatic cost-cutting of the
However, a spokesman for Rio 2016, which gets under way on
Games budget will all be forgotten once the two-week
5 August, maintains that the operating budget, which stands at
festival of sport gets under way.
US$1.85bn, has only been reduced by 10% – closer to US$185m.
During the countdown to the Games, Brazil has been in
Whatever the actual figure – accounts are not made available
perhaps the most vulnerable financial situation of any Olympic
to the public – approximately 80% of the costs will be met by the
host nation in recent history, as well as being plagued by political
state, meaning cuts have been evident across the board.
instability and health problems.
Plans for a temporary, floating 4,000 capacity stand at the
In May, Dilma Rousseff was stripped of her presidential duties
Rodrigo de Freitas Lagoon, which will host the rowing event, have
for up to six months after the Senate voted for an impeachment
been shelved. At the swimming venue in the Olympics Aquatics
trial. In the same month, 150 top scientists wrote to the World
Stadium in Barra, several thousand seats have been slashed, while
Health Organisation asking for the Games to be postponed
the world governing body for sailing was told some time ago that
because of the dengue-like Zika virus,
the bleachers (raised, tiered benches
linked to a surge of birth defects.
for spectators) it wanted have been
However, the WHO responded by
ruled out.
saying there was no public health
Rio 2016 Olympic and
Organisers plan to deploy 60,000
justification for doing this.
security personnel for the Games.
Paralympic Games in numbers
Since Rio de Janeiro won the
The security operation is larger than
Games in 2009, Brazil has gone
Dates 5-21 August (7-18 September,
the 40,000 at the London Games,
from boom to bust. A year after the
Paralympic Games)
but smaller than the 75,000-strong in
Games were awarded, the Brazilian
Sports 42
Athens – at a time when organisers
economy was growing at 7.5%, but
Events 306
were worried about terrorism
by last year it had contracted by
Venues 37
following the 9/11 attacks in New York
3.8%. As a result, numerous reports
Countries competing 206
in 2001. The Rio security operation
suggest the operating budget for the
is expected to cost US$200m,
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EY sponsorship
In 2011, EY signed up to become the first Tier Two sponsor
of the Rio 2016 Olympics and Paralympic Games, as the
official provider of consulting services to the Games.
The firm has donated money to the Rio 2016 organising
committee – no total has been revealed, although senior
officials have described it as of ‘significant value’. EY has
also provided services including advisory and internal audit
work, as well as advice on creating a long-term legacy.
EY has a rich history of working on sporting events in the
country. It was involved in the 2007 Pan American Games
in Rio, an event that laid the foundations for the city’s
successful bid for the Olympic and Paralympic Games.
The firm was also involved in the London 2012
Games, where it was among the firms responsible for the
establishment of the Olympic Delivery Authority (ODA).
In addition it worked on the 1988 Games in Seoul and the
1996 Games in Atlanta.
‘I am pleased to have the support of a leading firm such
as EY across a range of professional services in the buildup to organising excellent Games,’ says Carlos Nuzman,
the president of Rio 2016. ‘The complexity of the Games
cannot be underestimated and will only be managed with
the assistance of first-class partners.’

according to previous estimates from Brazil’s defence ministry.
This compares to the 170,000 security personnel employed and
US$800m spent on security for the 2014 football World Cup.
Athletes’ rooms in the Olympic Village won’t be fitted with
televisions, while sponsor Panasonic has stepped in to give
unprecedented financial help to run the opening and closing
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▲ Sign of the times

Locals sit on a new sign reading ‘Cidade Olimpica’ (Olympic City)
in Rio de Janeiro’s historic port district, which is undergoing a
controversial urban renewal programme ahead of the Games

ceremonies.The operators of the Maracanã stadium, where
the opening and closing ceremonies will be held, have sacked
40 workers – 75% of the total. ‘We are looking into each and
every budget item,’ says Christophe Dubi, Olympic Games
executive director. ‘I think this is setting a new benchmark. The
result is heading in the right direction. The organisers have found
efficiencies, I wouldn’t call it cuts.’

Ticket sales lag
To add to the negative mood around the countdown to the
Games, ticket sales continue to lag. The organisers say there
are 6.6 million tickets available for the Games in total, with just
over 50% of the Olympic tickets and only 15% of the Paralympic
tickets having been sold. Those figures are much lower than for
London at the same point in time. However, Rio organisers point
out that Brazilians do everything at the last minute.
In April, Ricardo Leyser, Brazil’s minister of sport, said he
was working on a plan to boost purchases and stir up more
excitement among Brazilians. ‘There is a perception that the
Brazilian population has not yet woken up to the Games. We
are going to work energetically on this because it’s still not in
people’s heads,’ he says.
‘We need to sound an alert so that people remember this
event and go and buy tickets. Many, many sports are already sold
out. If we had more tickets, we’d have sold more. For the other
sports, we have a campaign.
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There was also a raft of protests from angry locals, leading
several brands and marketing agencies to make adjustments,
including increasing staff and security numbers, through to
reviewing transportation plans and evaluating marketing
programmes ahead of this summer’s Games.
As a result, a proposed law defining terrorism may effectively
criminalise any protest movements in the country during the
Games, including those looking to use media attention to
highlight social injustices and push for reforms. The bill would
give authorities the power to arrest and charge people as
‘terrorists’ should any damage result from heated protests.

Cause for optimism
Despite wave after wave of negativity, officials and executives
remain optimistic about the value and potential for the Rio
2016 Olympic and Paralympic Games. London 2012 also
suffered negative press reports before the event began, with
many now believing the London Games were
▲ Paying the price
among the best ever.
A resident of the Vila
Rio will be the first modern Olympiad in
Autodromo favela in Rio
which all of the events (football aside) will take
de Janeiro, which has been
place within the city limits. As the buzz around
demolished to make way
the Games rises, focus is sure to switch from
for the Olympic Park
logistical and economic problems to a carnival of
spectacular sport and the opportunity for many to
▼ Say no to Zika
sample a once-in-a-lifetime experience in one of
Revellers in a street parade
the world’s most romantic sporting cities. ■
raise awareness of the need
to stop the spread of Zika
Alex Miller, journalist

‘Brazilians love to buy tickets at the last
moment. This happened with the World Cup
and other events. I am confident we will have
full stands, and I hope sponsors can give the
tickets they have to their guests.’ Leyser has also
revealed that the government may buy up unsold
tickets, particularly for the Paralympic Games,
and distribute them to schools.
At least there is plenty to cheer on the
commercial front, with more than 700 commercial
contracts signed with 1,272 suppliers. Officials are
also claiming that the sponsorship programme
target of US$1.2bn has been met.
As well as the International Olympic Committee (IOC)
sponsorship strata of 11 worldwide Olympic partners, such as
Coca-Cola, McDonald’s, Samsung and Visa, there are six official
sponsors including Nissan and Brazilian bank Bradesco. CocaCola’s current Olympic sponsorship runs until the 2020 Games
and is estimated to be worth in the region of £33.7m for each
four-year Games cycle. There are also 10 official supporters
including EY, Cisco and Latam Airlines.
A number of big brands are reported to have scaled back
their hospitality plans, however – or are not investing heavily
in Rio 2016 – partially because of the anticipated quality of the
experience that Brazil will offer. Coca-Cola chairman and CEO
Muhtar Kent admits that when the IOC and Fifa selected Rio
and Brazil to host the Olympics and the World Cup respectively,
companies knew there were risks. Clifford Bloxham, Octagon’s
UK head of talent and properties division, says: ‘Some brands will
cut back their hospitality plans for Rio compared to London 2012,
but the levels are still likely to exceed Beijing in 2008. There is a
different level of expectation in an emerging country like Brazil
and that has to be taken into account.’
One source tells Accounting and Business that World Cup
2014 hospitality in Brazil was not a great success, with reports of
heads of state forced to walk through public areas and in close
proximity to the smells from hot-dog stalls.
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All out of cash

After four millennia, we are reaching the point when cash could feasibly be phased out,
but what would a cashless society look like, and who would benefit?

C

ash has been around for about 4,000 years in one form
or another. But several recent developments suggest
its days might be numbered.
The central banks of China, the UK and Canada, to name just
a few, have been investigating the possibility of creating digital
currencies. Meanwhile, the European Central Bank has decided
to phase out the €500 note, leading to speculation that other
high denomination notes may eventually follow.
‘There are certainly signs that many top policymakers are
becoming more open to the idea of a cash-free society,’ says
Mark Calabria, a fellow at the Cato Institute and a former aide
to the US Senate Committee on Banking, Housing and Urban
Affairs. ‘Notes and coins won’t disappear any time soon. But cash
looks to be entering its twilight period.’
So why have some central bankers started to warm to the
idea of a purely digital monetary system? What would a world
without cash look like? And would we end up being worse off
without this millennial-old monetary device?

Below zero
The idea of a cashless society has become bound up with the
debate on unorthodox monetary policy – especially negative
interest rates. ‘Cash provides a limit on the power of central
banks,’ says Marc Chandler, chief currency strategist at Brown
Brothers in New York. Central banks in much of the rich world
have pushed interest rates below zero in an effort to invigorate
economic growth. (Countries accounting for about a quarter of
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global GDP now have negative rates.) But this policy can only go
so far. At a certain point, high street banks will be forced to pass
on the cost of storing cash to their depositors. ‘Bank clients then
have the option of withdrawing their cash and putting it under
their mattresses,’ says Chandler. ‘That gets more inconvenient
and expensive without large bills such as the €500 note, and it
becomes impossible in a purely digital currency system.’
Without cash, central banks would be able to set interest
rates as far below zero as they liked, eliminating what economists
call the ‘zero lower bound problem’. Willem Buitter, a former
member of the Bank of England’s monetary policy committee
and now chief economist at Citi, has recently written that under
such a system ‘the central bank would be more likely to be able
to achieve its objectives of high employment and low, stable
inflation’. Withdrawing notes and coins, he argues, could be
‘achieved gradually by first eliminating the largest-denomination
notes until only $1 and $5 notes are left. To compensate people
for the loss of cash, every legal resident age 12 or older and
every legal entity could be given a free
bank account with the central bank.’
This shift to a digital currency would
supercharge bank powers beyond
enabling deeply negative rates.
Persistent slow growth in Japan and
the eurozone has increased talk about
the possibility that central banks may
resort to ‘helicopter money’ – a term
coined by economist Milton Friedman
to describe private transfers of money
direct to the accounts of citizens. ‘This
radical technique may never happen
and would really require a renewed
economic crisis to become a serious
possiblity,’ says Calabria. ‘That said,
it would be far easier to engineer in
a purely digital monetary system.’ At
present, he points out, about 7% of the
US population – 25 million people – do not have a bank account,
typically the poorest members of society. ‘Any monetary stimulus
that excludes this group would be seen as inequitable,’ he says.
It is notable that central bankers opposed to recent monetary
experiments have also seen the phasing out of the €500 note as
an ominous step. Ewald Nowotny, the governor of the National
Bank of Austria, has claimed that the central bank risks ‘running
into a general debate about abolishing cash’. Jens Weidmann,
Bundesbank president, has said it would be ‘fatal if citizens got
the impression that they are dispossessed of cash’.

25

roll out a digital currency of its own soon, has argued that such
systems can improve the efficiency of transactions and cut costs.
‘For a start, issuing digital currency would be far cheaper
than printing and distributing notes and coins,’ says David Birch,
director of innovation at Consult Hyperion. ‘It would also enable
nations to more accurately track developments in the economy –
including inflation and GDP.’
At the retail level too, technology has been driving down
the market share of cash. The near ubiquity of smartphones and
popular financial applications – such as Google Wallet and iPay
(see page 46) – has made a growing share of the population
more comfortable with electronic payments. Even small retailers
and sole traders can now take card payments via small devices
attached to smartphones. ‘Technologically, we are getting closer
to the point where we could start to phase out cash,’ says Birch.
Cash was overtaken by other payment methods for the first time
last year in the UK, according to the Payments Council. Many
other nations are far further down the road to marginalising cash.
In Sweden a growing number of
businesses have stopped taking cash
altogether. Even Sweden’s answer to
The Big Issue – a magazine sold by
the homeless – can now be purchased
with plastic; the vendors have been
equipped with portable card readers.
Some would-be robbers have
even been turned away empty-handed
from cashless banks. Bills and coins
account now for only 3% of Sweden’s
GDP, versus an average of 9% in the
eurozone and 7% in the US, according
to data from the Bank for International
Settlements. Meanwhile in 2015 the
Danish parliament proposed a law
allowing stores to refuse to accept
cash payments – a move supported
by the nation’s chamber of commerce.
The Danish government has even set the goal of eliminating cash
altogether by 2030.

‘The main
use of large
denomination
notes is for
tax evasion
or criminal
enterprises such
as drug dealing’

Going digital
Leaving aside monetary policy, technological advances have
been demonstrating other potential advantages to digital
currencies. The rise of bitcoin and its blockchain technology (see
AB, April, page 64) – a distributed ledger of the payment history
of every unit in circulation – has impressed many policymakers.
The People’s Bank of China, for example, which is aiming to

Criminal behaviour
The latest statistics in several countries have also underlined
the concern that cash is mainly being used to hoard cash – or
worse, in black market transactions. For example, the $100 notes
in the US now account for 80% of the value of banknotes in
circulation, up from 60% several decades ago. And in 2015 the
US Federal Reserve ordered another $127bn worth of these $100
notes, against just $37bn of $20 bills, which are more commonly
carried for cash transactions. The same pattern is clear in Bank
of England figures. Since 2004, the stock of £50 notes, which are
rarely used by consumers, has increased by 129%. By contrast the
more commonly used £10 note has only risen by 35%.
‘Aside from some very inefficient saving, the main use
of large denomination notes is for tax evasion or criminal
enterprises such as drug dealing,’ says Birch. ‘It is fairly
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routine for plumbers or builders to offer lower prices if they are
paid in cash. It is no coincidence that there was a particularly big
jump in the demand for cash shortly after the last time that VAT
was increased.’ The €500 bill was even dubbed the ‘Bin Laden’
note, reflecting its popularity as a medium for illicit transactions.
By contrast, a digital currency has the advantage that
transactions can be traced, which could inhibit tax evasion,
money laundering, corruption and terrorist financing. There is
even research showing a reduction in street crime. University
of Missouri criminologist Richard Wright documented a 10%
reduction in the crime rate in Missouri in the late 1990s after
the government started transferring social welfare benefits
electronically, rather than via cashable checks. ‘Of course,
the effect in aggregate may be
to redistribute crime, with more
cyberattacks and less street crime,’ says
Birch. ‘Still, overall the introduction of a
digital currency would make life harder
for tax evasion along with various types
of criminal enterprises.’

Open to abuse
While the case against cash is
compelling for many experts, the
debate has also raised several
concerns. Some fear that the elderly
could be inconvenienced. The Swedish
National Pensioners’ Organisation
has pointed out that retirees are often
less accustomed to using plastic or
smartphones to make payments. They

have urged their anti-cash government to ‘take things slowly’.
A more widespread concern is that a digital currency would
hand too much power to government and compromise civil
liberties. Already the marginalisation of cash has made it easier
for government agencies to curtail the financial activity not just
of illicit activities, but also ones that the officials consider morally
questionable. The US Department of Justice has come under
fire for Operation Choke Point, launched in 2013.This started
out as an initiative to investigate the activities of payday lenders,
which the US administration considered to be at high risk of
being involved in money laundering. The initiative ended up
targeting a wider range of activities, including pornography, gun
sales and escort services. A variety of adult entertainers reported
being cut off from the financial system, with personal bank
accounts being closed. ‘The authorities can already make the
compliance cost too high for banks to deal with people involved
in certain activities,’ says Calabria. ‘This is one potential abuse of
the power that results when governments control the payment
system – they can disrupt activities that are legal but that some
people may morally disapprove of.’
Supporters of cash believe that such powers, and the
potential for abuse, would increase with full digitisation. Those
who aren’t so afraid of the government worry that their finances
will be increasingly vulnerable to cyberattacks from criminals.
Proponents of a cash-free society counter that such
dangers already exist and can be managed. ‘There are ways of
protecting civil liberties without simply giving up on a project
that offers so many other benefits,’ says Birch. To enhance
protection for consumers from identity theft and exploitation
from hackers, Birch suggests that banks could provide
anonymised debit cards. The bank would know who you were,
and so could trace you if your card was involved in any criminal
activity. ‘But the vendor and anyone who hacked their computer
system would not,’ he says. Meanwhile, lawmakers may need to
adopt more detailed rules on how government can use
its financial and monetary powers. ‘Merely sticking with a
wasteful cash-based system is not the answer; rather
governments need to think carefully
about how to deal with the potential
problems that could arise in a purely
digital world,’ says Birch.
After four millennia, cash may be
approaching the point where it could
feasibly be phased out. But that is a
prospect that appalls many, who see
cash as a defence against an overmighty state. Such concerns have only
intensified as the power of central
banks has increased. Despite the many
benefits of a purely digital monetary
system, it may still take a long time
before cash finally fades away. ■

One concern is
that a digital
currency would
hand too
much power
to government
and compromise
civil liberties

Fernando Florez, journalist
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A century to celebrate

As ACCA opens its 100th office, in Turkey, ACCA president Alexandra Chin reflects on
the long journey to this significant milestone and why it matters to members
While ACCA celebrated its own 100th
anniversary back in 2004, this year we
have another century to celebrate after
opening our 100th office, in Turkey.
When I read this news in the draft of
our latest integrated report (due to be
published in late July), I began reflecting
on how far ACCA has come. Back in 1904,
eight accountants founded the London
Association of Accountants, the forerunner
of ACCA. From just eight to 178,000
members; from one office in London
to 100, covering every major city in the
world, and then some. That is quite an
accomplishment, and a collective journey
to where we are now – the number one
global body for professional accountants.
As we’ve grown, we’ve changed – and
changed the world at the same time. For
example, 1909 saw ACCA’s Ethel Ayres
Purdie become the first woman to belong
to a professional accountancy body. And
what Purdie started, we’ve continued.
Today, 54% of ACCA’s student body
is female. That’s a quarter of a million
ambitious, motivated young women
embarking on a career in business. That is
diversity in action – that is ACCA in action.
Shortly after Purdie joined, in 1913,
ACCA opened an office in South Africa, its
first outside the UK, followed by one in the
country of my birth, Malaysia; just two years
later it was the turn of Singapore. From
1950 onwards, offices sprang up around the
world more and more quickly – Hong Kong,
Zimbabwe, Trinidad and Tobago, Guyana,

Membership can
be a gateway to a
whole new world
of experiences,
achievements
and professional
development

Nigeria and Malawi – right up to this year
when Helen Brand, our chief executive,
opened our newest office in Turkey.
ACCA has always been an organisation
of firsts – thinking ahead in order to stay
ahead. Pioneering is part of our DNA. It
isn’t easy because it means doing things
no one else has ever done. We can all
be immensely proud of being part of a
professional body unafraid to do things
first – often in places where others fear
to tread. Just last month we announced
we will be helping the ministry of finance
in Afghanistan to train 1,000 professional
accountants in the country. I hope and
expect to see an ACCA office opened
there too in the coming years.
These offices are more than just a
number. Membership can be a gateway
to a whole new world of experiences,
achievements and professional – not to

mention personal – development. As
ACCA expands, so we make that journey
possible for more people.
On a day-to-day basis, regional
offices are an invaluable touch-point for
members like me. The people I have met
and the friends I have made through the
office in Malaysia, and the many others
I’ve visited over the 30 years since I
qualified as an ACCA member, have given
me some of my most cherished memories.
Knowing how much value I have taken
from my own local office, I would urge
each and every one of you to engage with
yours as much as you can. All these offices
have been created to better support us –
ACCA’s members and students. Here’s to
the next 100! ■
Alexandra Chin runs her own practice in
Sabah, Malaysia
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Peter Williams | Comment

Britain in bondage

Amid high levels of household debt and frustration at the student loans situation,
Peter Williams wonders whether debt could become a major political issue
Financial resilience in Britain is at
a brittle, all-time low. For certain
groups, financial security is something
enjoyed by others. Research by ACCA
identifies three vulnerable groups: the
self-employed, zero-hours contract
employees and students funding
education by personal borrowing.
The point of the ACCA report, Britain’s
debt: how much is too much?, was to
recommend policies to encourage saving
and reduce personal unsecured debt,
looking at digital innovations that could
make material improvements.
Before examining its findings, we
should consider the gloomy picture of a
21st-century Britain in bondage to debt – a
picture you might have thought belonged
to another era. However, since the financial
crisis, a significant increase in consumer
credit has led to over-indebtedness.
The ACCA research found that 35% of
households have no savings, and a further
13% less than £1,500. That makes such
groups more open to ‘problem’ debt –
debt that carries a high cost of repayment
that can be unaffordable in both short and
longer term. Locked out of conventional
credit markets, they access ‘non-standard’
markets, such as high-cost credit cards, hire
purchase and payday loans. Here, APR is
30% if you’re lucky; for payday and homecollected credit it can reach 1,500% on
loans usually repaid within a month.
And because more are falling into those
three vulnerable groups (the percentage
and absolute number of self-employed are
at their highest levels since records began),
it is harder for society as a whole to build
up financial resilience. This has an impact
beyond personal misery: it has implications
for economic growth. Financial insecurity
reduces workers’ productivity. The Bank
of England estimates that average annual
productivity growth has been around
zero since 2007 and that the economy is
approximately 15% smaller than it would
have been had annual productivity growth
been just 2% over those years.
There are signs that individual
indebtedness could become a major
political issue. Around the time ACCA’s

Peter Williams is an
accountant and journalist
report was published, social media was
stirred by the issue of student loans. A
student sent an impassioned letter to his
MP, along with his student loan statement,
unleashing a general sentiment that
today’s students and recent graduates
– who have seen their debts rise by as
much as £180 a month in interest – were
duped by the government over the rate
of interest, when the charging period
would start, and at what earnings level
repayments would kick in. Today’s student
is likely to have a debt-to-income ratio
worse than that of Greece.
In the 1990s, a mass movement
defeated the ‘poll tax’ and contributed
to the ending of Margaret Thatcher’s
premiership. The riots echoed to the
refrain ‘Can’t pay, won’t pay’. Maybe some
25 years later, we’ll hear that refrain again.

This anger was foretold in April 2014 by
the Institute for Fiscal Studies in its paper
Payback Time? Student Debt and Loan
Repayments: what will the 2012 Reforms
Mean for Graduates? It noted: ‘Whereas
graduates might previously have hoped
to pay off all their debts by their late 30s,
most will now continue to be paying back
their student loan until their early 50s.’
How that debt will affect their careers,
their attitude to entrepreneurial risk, their
plans for a family – and the outworking for
society generally – is a new unknown. As
ACCA asks, how much is too much? ■
For more information:
Read the ACCA report Britain’s
debt: how much is too much? at
bit.ly/ACCA-debt
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Comment | Robert Bruce

Through a glass darkly

Tax transparency is easier to demand than achieve, but with an unforgiving political
climate favouring it, companies must learn to make disclosures work, says Robert Bruce

Robert Bruce is an
accountancy commentator
and journalist
There is a frenzy for transparency.
Companies are owning up to the tons of
sugar in every can of fizzy fruity froth or
Bolognese sauce. Makers of chocolate
confectionery are advising you to eat
no more than a bar a week. CEOs of
fashion brands that have taken an image
hit are leaving their salary entitlements
scattered on the cutting-room floor.
And then there is tax. The complete
UK tax legislation is a weighty affair, but
tax itself is arcane. Even when mountains
of paperwork detailing transactions
are put into the public domain by a
whistleblowing insider, it is very hard for
an outsider to identify the incriminating
ice-pick in that avalanche. The sort of
transparency that genuinely expanded
public knowledge and understanding
would be hard to come by. Not because

‘Ten years ago no one was talking
about tax transparency,’ the survey
begins. ‘Nobody would have predicted
that, within the decade, there would be
almost daily headlines on how much tax
large companies pay, legislation to require
companies to make a public disclosure
of tax strategy, a review of tax reporting
by a regulator (the Financial Reporting
Council), and proposals from the EU to
require companies to publicly report their
profits, tax and other financial information
on a country-by-country basis.’
Now, as PwC makes clear, it is up to
companies to report all this, but also to
make voluntary disclosures to set the basic
stuff in context, to explain the debate into
which they have all been pulled, and ‘to
explain their tax affairs more fully’.
PwC looked at the types and range
of tax disclosure FTSE 100 companies
made for 2015 year-ends. Some just stuck
a paragraph in the annual report. Others
produced a separate document detailing
tax disclosures. But the majority – and
a growing majority – are detailing their
approach to tax and risk management and
the responsibility for the oversight of their
tax affairs.

Trapdoors

This can be dangerous stuff. How far
the information is not valuable, but
can a company go before finding that
because it might not be understood.
public opinion tries to chop it off at the
But it is politically important to be
neck? And at what point, to continue the
working on it. The EU, the Organisation for executioner’s imagery, does disclosure
Economic Co-operation and Development and transparency become a double(OECD), HMRC and the Australian Tax
edged sword? The public debates around
Office have all recently set such efforts in
the Google, Starbucks and Amazon affairs
hand. So while what will be made available have caused damage.
may not expand understanding, there is a
Public outrage, sometimes entirely
severe reputational risk in
justified, but also
non-disclosure.
sometimes based
Optics
Hence PwC’s third
on fundamental
annual survey on trends
misunderstandings of the
Hear Robert
in tax transparency. It
nature of different taxes,
Bruce’s podcast
provides a way out.
raises the profile of the
about corporate
Evidence of steady
transparency issue and
tax transparency at
progress towards
puts it on the agenda.
accaglobal.com/ab/
disclosure and
But it can also discourage
podcasts
transparency may alleviate
corporates from being
some of the backlash.
open. It dramatises the
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Transparency: the government roadmap
On Budget day this year, HMRC published a business tax roadmap. One of its
proposed actions, No. 13, declared: ‘A new reporting template will improve
transparency between business and tax authorities, and provide useful
information that allows for an effective assessment of risks to tax systems arising
from aggressive tax planning. The government has swiftly legislated to require
UK multinationals to file the template with HMRC for 2016 accounting periods
onwards. Submission of first reports is due by the end of 2017.
‘The government believes there is an opportunity to go beyond the outcomes
of the BEPS [Base Erosion and Profit Shifting] project and enhance transparency
over multinationals’ tax affairs by requiring them to make the details of tax paid
publicly available on a country-by-country basis. The UK will therefore press the
case for public country-by-country reporting on a multilateral basis.’

unpredictable trapdoors on which they
may be standing.
The concept of a statement of tax
strategy is, as George Bull, senior tax
partner at accountancy firm RSM, points
out, ‘very laudable’. But at this stage of its
development it is fraught with difficulty.
For one thing, not all OECD countries
have anything like the culture of corporate
disclosure and detail that is happily
second nature in a post-Cadbury Report
Britain. There will be the traditional
concerns over giving away competitive
advantage and about how far to go into
detailed specifics. It looks like we are in

a process in which companies provide
disclosure; regulators then ask for more
detail; companies provide more; and
gradually a shape of what the most useful
tax disclosure looks like emerges.

More than one way to skin a cat
And then there is the issue of what sort of
tax. Public outrage has tended to focus
on corporate tax. But that is in decline.
Governments, quite sensibly, feel that
corporate tax cuts attract companies,
which then pay huge sums in the form of
employment taxes, income taxes, VAT
and so on.

31

As you might expect, the PwC survey
reveals a solid 38% of FTSE 100 companies
seeking to demonstrate this by disclosing
their ‘total tax contribution’. The idea is
that such figures improve understanding
and increase visibility of the size of their
overall contribution to public finances.
Tax transparency is likely to evolve over
the coming years much as remuneration
disclosure has over the past decade.
Annual reports are now full of pages
of dense, if not totally impenetrable,
remuneration detail. The evolution has
been slow, with a lurch forward at each
occasional cause célèbre. ‘Ten or 20 years
down the line, tax disclosures could be as
voluminous as remuneration,’ says Bull,
‘but only acted on in exceptional cases
rather than routinely.’
It will be a difficult task. And it will
depend as much on the public coming to
understand the complexities of different
taxes, their different contributions to
the government’s revenue pot, and the
sometimes unintended consequences of
the bees in a politician’s bonnet as it does
on the ability of companies to articulate
what they have done. But the onus is on
companies. They are the players with the
most to lose, but also the ones with the
knowledge, information and disclosure
that can make the idea work. ■
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Access all areas

It is hard to find independent analysis of IPOs because of the way the system works.
This could finally be about to change, thanks to the FCA, says Jane Fuller
When I review the way journalists
approach the most common corporate
stories, it is coverage of initial public
offerings that leaves the most to be
desired. It has taken a discussion paper
from the Financial Conduct Authority
(FCA), Availability of information in
the UK Equity IPO process, to help me
figure out why.
The problem is that the only people
who have timely access to serious
information about the company are
its management and owners, and the
investment bankers hired to help them
with the marketing. Oh, and the analysts
whose willingness to be positive about the
company may have helped their employer
win a slice of the action.
As if this were not bad enough, current
UK practice gives these ‘connected’
analysts exclusive access to management
for most of the run-up to the IPO, and
their research is the only written material
made available when the intention to float
is announced – followed by a blackout
period. Distribution of the unapproved
‘pathfinder’ prospectus is strictly limited
and the full prospectus typically comes
out on the first day of trading (unless there
is an all-too-rare public offering).
If you tried to design a system
that favoured insiders over outsiders,
limited the availability of crucial financial
information and promoted marketing
over objectivity, you could not do better.
The system has been roundly criticised,
including by the Association of British
Insurers, TheCityUK and Lord Myners in
his review of IPOs in the wake of the Royal
Mail flotation.
The FCA is at last aiming to put the
approved prospectus at the heart of the
process, making it available to potential
investors when they need it. Unconnected
analysts should also gain earlier access
to both financial information and the
management, making unbiased views
available prior to pricing.
Other countries, including France
and the US, already have a three-step
process, starting with the publication
of an approved registration document,

Jane Fuller is a fellow of CFA
UK and serves on the Audit
and Assurance Council of the
Financial Reporting Council
followed by others with the price range
thing is that there will be enough time for
and the final IPO price. So, the UK is
investors to decide whether they find the
playing catch-up.
business case convincing and what price
Of the three models put forward by
they are prepared to pay.
the FCA, all start with the publication
Whatever the detailed changes, these
of an approved prospectus; two would
reforms cannot come quickly enough.
keep a blackout period but impose
After all, the big question facing market
it on connected analysts so that their
regulators is not so much how mature
‘unconnected’ peers could satisfy pentcompanies can gain primary listings,
up demand for an independent view. I
but how smaller and younger ones can
favour the third model, which opens up
gain better access to equity investors,
access to both the prospectus and the
including via crowdfunding. Welcome to
management, and has no blackout period.
the 21st century. ■
The FCA rather quaintly thinks that
there will be a ‘quiet period’ while analysts
For more information:
prepare their research. I doubt that – but
it does not matter. Like journalists, some
The FCA’s Availability of information
will produce quick but shallow takes,
in the UK Equity IPO process can
and others will take longer to produce
be found at bit.ly/FCA-IPO. The
more considered analysis. The important
consultation period ends on 13 July
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Losing the fraud battle

It seems likely that organisations’ fraud detection programmes are not keeping pace with
the rate of change in global economic crime, according to a PwC survey

Fewer crimes may not be good news

Global trend masks regional variations

More than a third of organisations have experienced
economic crime in the past 24 months. The small fall in
incidence (1%) may indicate that detection and controls
are not keeping up with significant changes in crime
patterns. The cost of each fraud is also on the rise.

Economic crime is globally highly diverse, in type of crime
and across markets. The trend was steady globally, but fell
in some regions and rose in others – sometimes markedly.

32%
Cybercrime second
most prevalent

33%
39%

44%
Local law enforcers
unable to cope

28%
35%

For more information:
PwC’s 2016 global economic crime survey Adjusting the
lens on economic crime: preparation brings opportunity
back into focus can be downloaded at bit.ly/PwC-fraud

■ Reported crime in 2016

25%
21%

30%
32%

■ Reported crime in 2014

Cybercrime

Bribery and
corruption

18%

29%

23%

27%

24%

24%

32%
Asset
misappropriation

Procurement
fraud

22%

■ 2016 ■ 2014 Cybercrime’s rise

69%

64%

40%
35%

%
37 1%
4

5
50 7%
%

36%
Victims of
economic crime

A global problem, but not the same everywhere

Accounting
fraud

The top five fraud
types experienced by
respondents’ organisations
all fell slightly – with the
exception of cybercrime,
which has now jumped
from fourth to second most
prevalent overall.

Which industries are most at risk?
Financial services is traditionally the sector most threatened by economic crime, understandably so as it serves the financial
needs of all other industries. The global economic crime rate across all sectors is 36%.
Financial
services
48%
Governmentowned

Retail and
consumer
44%

43%

Transportation
and logistics

Comms
42%

Insurance
38%

Aerospace
and defence

37%

Media
37%

Energy
and utilities

37%

Engineering
33%

Manufacturing

32%

Sciences

Chemicals

Professional
services

30% 29% 29% 29% 23% 20% 19%

Automotive

Hospitality
and leisure

Technology
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Quality assured

In the first in a series exploring the trends most likely to shape six areas of the accounting
profession over the next decade, we look at the impact on audit and assurance

A

s the business and regulatory environment evolves,
so do the demands made of professional accountants.
ACCA’s report, Professional accountants – the future,
highlighted the need for continued development of skills and
competencies relevant to the varied roles that individuals play.
The combination of technical knowledge, skills and abilities,
combined with interpersonal behaviours and qualities,
amounts to a personal ‘professional quotient’ (PQ) appropriate
to an individual’s particular role and stage of career.
For audit and assurance professionals, the challenge is to
respond to particular changes and new demands in the audit and
assurance field. ACCA’s research, based on a series of workshops
with members around the world, has confirmed the important
role played by audit and assurance in the operation of capital
markets and wider economic activity. Audit and other forms of
assurance report provide levels of comfort not only to current
and prospective shareholders, but also to management, boards,
trustees, regulators and other stakeholders. It’s therefore vital
that audit and assurance professionals develop the right mix of
skills and competencies to fulfil their roles properly.

Responding to change
Financial statements contain an increasing amount of data,
responding to demand for more transparency and comparability
in corporate reporting, and more relevant and useful information.
The nature of that data is also changing, including more nonfinancial information, such as content related to corporate social
responsibility (CSR).
The audit market is also undergoing change. Reforms in
Europe are triggering a wave of audit tendering activity by larger
listed companies. Meanwhile, smaller companies are increasingly

Expert views
‘Professional scepticism will remain a key competency. We
need to apply our sixth sense as accountants and auditors
and move away from box ticking.’
Patricia Kintu FCCA, chief internal auditor, African
Development Bank
‘There is no single person who knows everything in the
audit world. The standards are too complicated. For the
future professional we have to build a teamwork mindset.’
William Mak FCCA, audit partner, PwC, Hong Kong
‘It will be important for finance professionals working in
audit and assurance to deliver other assurance services,
not just the traditional historical financial statement audit.’
Petr Škoda FCCA, audit partner, KPMG, Czech Republic
‘The volume of information is reasonably static, but we will
see it growing rapidly in the future and the analysis of data
will become more important. And we are moving from
retrospective analytics to predictive analytics.’
Ken Miller FCCA, operational advisory, Grant Thornton,
Australia
‘We will need to embrace the business cultures and ethics
of different countries.’
Lock Peng Kuan FCCA, partner, Baker Tilly Monteiro
Heng, Malaysia

Top 10 competencies in audit and assurance

*
*
*
*
*
*
*
*
*
*

Professional ethics
Laws and regulations
IT knowledge
Communication
Management
Writing reports and other documents
Quality control
Fraud and error
Corporate social responsibility and integrated reporting
Non-audit assurance
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being released from the statutory audit requirement, opening
up opportunities for new forms of alternative assurance. There
are some notable exceptions, such as Hong Kong, where all
registered companies are still required to have a statutory
financial statement audit.
Professionals working in the audit and assurance field are
expected to face new technical challenges over the next decade.
Many participants in ACCA’s workshops cited the audit of fair
value and of international groups as emerging hurdles. Gaining
information on the fair values of financial instruments can be
particularly difficult, for example, while group audits with an
international reach require working with component auditors
from different countries, firms and cultures.
Increased use of technology and automation is also expected
to have an effect, reducing the need for basic ‘tick and bash’
work and the manual evaluation of supporting documents.
Auditors will also need to keep up with other emerging trends
such as real-time assurance and new business and production
models made possible by new technologies in areas such as
mobile, big data, robotics and digital service delivery.

Planning for action
Audit and assurance professionals of the future will need to
show strong technical knowledge, IT expertise and interpersonal
competencies to ensure they have the necessary PQ. Based on
ACCA’s global member workshops, the 10 most important audit
and assurance competencies over the next five to 10 years have
been identified (see box). Professional ethics top the list. It will
remain vitally important for audit and assurance professionals to
think and behave with integrity, independence and professional
scepticism and to demonstrate this to all stakeholders.
The ability to observe and apply laws and regulations will also
be highly important. Audit and assurance professionals will need
to show knowledge of new auditing standards and legal liability
issues, as well as relevant local and international regulations.
IT knowledge is also expected to be highly relevant – and this
is one area where workshop participants think skills are currently
lacking. However, audit firms are planning to develop expertise
in using technology for data analysis during audit and assurance
engagements, replacing sampling with searches that include
100% of the data set. A shift from retrospective to predictive
analysis is also expected by 2020-25.
Communication ability – also in the top 10 – is another area
where there is room for improvement. Communication is vital
for managing relationships inside and outside audit firms, with
audit teams, management, component auditors, experts, those
charged with governance and others. Given the globalisation
of business, effective communication increasingly requires
language skills and awareness of regional variations in business
practices, communication styles and cultural norms.
Other top 10 skills that audit and assurance professionals need
to develop include report writing, management skills and quality
control competencies (for example, when forming audit teams
and assessing engagement planning and performance). Audit and
assurance professionals will also need to be able to play their part

Deep dives
Key technical areas highlighted in
Professional accountants – the future to be
explored in this and future editions of AB
Introduction (AB June 2016, page 12)

➠ Audit and assurance
Corporate reporting (AB July 2016, page 38)
Financial management and governance
(AB September 2016)
Risk and ethics (AB September 2016)
Strategic planning and performance
management (AB October 2016)
Tax (AB October 2016)

in tackling the risk of material misstatement due to fraud and error.
And they will need the capability to apply assurance techniques
to new types of reporting, including CSR reporting and integrated
reporting, and to deliver non-audit assurance.
The top 10 list does not represent the only skills that audit
professionals will need. Based on workshop participants’ views,
other skills that will be increasingly important to audit and
assurance professionals over the next five to 10 years include
business acumen, money laundering, analytical thinking, forensic
audit, cross-functional working and the ability to take more of a
global perspective. ■
Sarah Perrin, journalist
For more information:
See more on Professional accountants – the future at
accaglobal.com/thefuture
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Reporting change

As part of our series of articles exploring the trends most likely to shape technical areas of
the profession over the next decade, we look at how corporate reporting might change

C

orporate reporting is a vital area of activity for
professional accountants, and one that continues to
evolve. Encompassing both financial and non-financial
information, and both statutory and voluntary disclosures,
drivers of change in corporate reporting will shape the key
skills and competencies required of professional accountants
working in this field.

Expert views
‘Integrated reporting is unavoidable. The market will
either reward you for having a holistic conversation or
punish you by filling in the blanks in a negative way.’
Neel Augusthy, CFO, Supply Chain Asia Pacific,
Johnson & Johnson Medical, Singapore

Responding to change
Business and investment activity is becoming increasingly global,
with large corporates becoming increasingly powerful. At the
same time, internet-enabled stakeholder activists are having
more impact. Such factors have contributed to a loss of trust
in corporate structures, behaviours and information since the
financial crisis. This has resulted in more regulation and more
(and more frequent) corporate disclosures.
At the same time businesses and other stakeholders are
becoming increasingly aware of the insights that can be gained
from non-financial reporting, particularly the more complete
picture that can be created of a business. Sustainability reporting
is becoming more widespread, expected to become mandatory
across the world. For example, Singapore plans to require listed
companies to report on sustainability by 2020.
Investors are already showing a strong appetite for integrated
reporting (IR), which highlights the linkage between factors
such as business strategy, risk, remuneration, the economy, the
environment, society, business, past company performance and
current decisions. Based on ACCA’s workshops, accountants in
Africa and Asia expect IR to emerge as the new norm by 2020,
while Europeans anticipate this by 2020-25.
Developments in digital technology are also driving change

‘If there should be one core requirement for the finance
professional of the future, that should be a strong ethical
mindset. If you have that, everything else will fall into place.’
Mohammed Chowdhury FCCA, Ministry of Children and
Youth Services, Canada
‘Without the constraints of paper, the content of
annual reports will just keep on increasing, supported
by technology.’
Douglas Mwangi, head of finance, Bank of Africa, Kenya
‘Accountants are fantastic at numbers, fantastic at
preparing accounts, but we are bad at giving a holistic
view in a way that everybody understands really well.’
Jonathan Power FCCA, CEO, JPA Financial Modelling,
Australia
‘We need to focus more on how to get the most from big
data – all of the information that is relevant to clients.’
Jiri Klimas FCCA, vice president, EU finance and
accounting, Monster Worldwide, Czech Republic

Top 10 competencies in corporate reporting

*
*
*
*
*
*
*
*
*
*

Holistic view of corporate reporting
Ethics
Stakeholder management and engagement
The financial reporting framework
Reporting the financial performance of entities
Non-financial reporting
Analysis and interpretation of financial and non-financial data
Foreign transactions and entities
Financial instrument valuation
Critical thinking
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in corporate reporting. For example, technology enables far
greater analysis of data (including big data). It is allowing new
ways of reporting – for example, using video – and supporting the
production of faster reporting. Social media is also increasingly
being used for company disclosures. The Securities and Exchange
Commission, for example, already allows companies to use social
media outlets such as Facebook and Twitter to announce key
information as long as investors have been notified.

Planning for action
Although non-financial reporting will become more important,
financial reporting will continue to form the core of corporate
reporting. Strong technical skills and an ethical mindset will
therefore remain vital competencies required of professional
accountants working in this field. Participants in ACCA’s
global workshops, which underpin ACCA’s report Professional
accountants – the future, expect some areas to become more
challenging technically and ethically, particularly financial
instruments, lease accounting, provisioning, segment reporting
and related-party transactions. Tax reporting is also expected to
pose new technical challenges. Future accountants will need to
stay up to date with developments in the international financial
reporting framework, monitoring emerging trends in accounting
standards (including valuation models) and regulation.
Based on opinions shared during the workshops, the 10
competencies and skills considered to be most important to
professional accountants working in the corporate reporting
arena have been identified (see box opposite). Topping the
list is the ability to communicate a holistic view of corporate
reporting, presenting the big picture story of an organisation’s
performance and progress, rather than focusing on detailed
numbers. This will require professional accountants to become
skilled in aligning non-financial information with current financial
reporting requirements and to be able to explore the merits of
integrated reporting. However, holistic corporate reporting is also
the area where some professional accountants feel their skills are
most lacking. For example, professionals are likely to need greater
understanding of how to measure and account for assets and
issues such as knowledge capital, data and sustainability.
Professional accountants involved in corporate reporting
will also need to be able to manage relationships with multiple
stakeholder groups. In doing so they will be helping users
of financial statements understand and interpret reported
information, go beyond the numbers, and so support effective
decision-making. Analytical skills, such as the ability to evaluate
performance indicators to support business decisions, will also be
vital. So will critical thinking – for example, to evaluate accounting
principles and practices used in corporate reporting. Globalisation
will also have an impact, emphasising the need for skills and
competencies associated with accounting for the acquisition,
disposal and consolidation of foreign operations.
In addition to the top 10 competencies, other skills have been
identified as becoming increasingly important for professional
accountants in corporate reporting roles. For example, group
restructuring skills are likely to be widely needed, alongside the

Deep dives
Key technical areas highlighted in
Professional accountants – the future to be
explored in this and future editions of AB
Introduction (AB June 2016, page 12)
Audit and assurance (AB July 2016, page 36)

➠ Corporate reporting
Financial management and governance
(AB September 2016)
Risk and ethics (AB September 2016)
Strategic planning and performance
management (AB October 2016)
Tax (AB October 2016)

communication and interpersonal skills necessary for fulfilling a
business partnering role. Professional accountants will need to be
comfortable using technologies such as cloud computing and big
data. This is a key area where workshop participants felt current
skills are inadequate. Another such area is financial mathematics,
which professionals need in order to understand complex
accounting, particularly for financial instruments.
In contrast, over the next one to three years, some current
corporate reporting skills are expected to become less important.
These include basic and manual bookkeeping and accounting
skills and compliance reporting. ■
Sarah Perrin, journalist
For more information:
See more on Professional accountants – the future at
accaglobal.com/thefuture
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How to speak up

The ability to speak up matters now more than ever, explains Dr Wim Vandekerckhove,
lead researcher of a recent ACCA/ESRC report on whistleblowing

I

f you have a concern at work, perhaps a suspicion of
malpractice among your colleagues, do you know where,
and to whom, to turn? If you want to blow the whistle,
can you speak up?
Taking that initial step can feel like a giant leap into the
unknown. Will you be listened to? Will you see concrete action?
Perhaps most importantly, can you trust the person you turn to?
The mere fact that you have to ask yourself these questions
shows that something is wrong – if you don’t know where to turn,
what action will be taken and whether you can trust the system,
then you won’t speak up. It is as simple as that, and whatever
concerns and suspicions you have will remain unspoken. And
such inactivity could prove disastrous for your organisation.
The ability to speak up matters now more than ever. Hardly a
week goes by without news of corporate and political misdeeds
hitting the headlines, often through the deliberate leak of
previously secret documents. The perpetrators of these leaks are
often referred to as whistleblowers. The recent leak of millions of
documents that revealed detailed financial and legal information
of more than 200,000 offshore clients of Panamanian law firm
Mossack Fonseca was just the latest in a string of such leaks.
Other cases include the so-called LuxLeaks, currently the
subject of legal proceedings in Luxembourg, which saw the leak of
thousands of PwC documents exposing how many multinational
corporations structured themselves to drastically reduce their tax
bills. And then there was, of course, the Snowden affair, when exCIA operative Edward Snowden released, via WikiLeaks, details of
government-backed mass surveillance programmes.

Exposing malpractice
These instances, and many more, have
highlighted the important role of the
whistleblower in exposing corruption
and malpractice. But they have also
served to show just how difficult it is to
expose such issues. Snowden is now
living in Russia, having claimed political
asylum in 2013. Antoine Deltour is
currently on trial in Luxembourg over
his role in the PwC documents leak.
The identity of John Doe, the person
behind the Panama papers leak,
remains a mystery.
These cases are the ones that have
grabbed the media’s attention. Others
may have only made internal auditors

sit up and listen, or perhaps made it to the boardroom. But many
more will perhaps remain unspoken, which is why ACCA and the
Economic and Social Research Council (ESRC) recently teamed
up to discover how different organisations create an environment
in which individuals are able to voice their concerns. The findings
are instructive, for directors, managers and employees.

Channelling concerns
We looked at a variety of organisations – a UK healthcare
organisation, a multinational bank, a multinational engineering
company and a central government body in South East Asia.
Each body has developed speak-up arrangements in response to
differing pressures. One had endured a scandal and recognised
that management did not act quickly enough after employees
had raised concerns. Another recently reviewed its speakup arrangements in response to changes in whistleblowing
regulations. The third developed its whistleblowing
arrangements following bribery scandals in the mid-2000s,
devising procedures and protocols for the systematic processing
and follow-up of employee concerns. The fourth was subject
to anti-corruption laws but needed to develop whistleblower
protection to mitigate workplace retaliation.
Each organisation is now able to provide a variety of channels
through which employees can raise their concerns. All of them see
direct and verbal voicing of concerns as the ideal arrangement,
but even so, they also acknowledge that this might not always be,
or at least be seen to be, the most effective route.
Broadly speaking, speak-up channels can be either internal or
external. Our study reveals similarities
among the organisations with regards
to their internal channels, which include
question channels, internal hotlines
and key internal personnel such as the
CEO, HR director and finance director.
But there are considerable
differences between the external
channels used by the organisations.
These include hotlines operated by
external providers, online chatrooms,
an external ombudsperson and external
independent advice lines. These can
enable messages to be relayed back
to the organisation anonymously as
directed by the individual.
Both internal and external channels
can make use of digital technology

Ultimately, an
organisation will
be judged by
how it responds
to issues raised.
Trust is the key to
effective and safe
whistleblowing
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– hotlines can include email and web-based
▲ Time to reflect
up to the First100 campaign, launched in the UK
applications, while telephone lines can use
Whistleblower and former
by Public Concern at Work – this commits them
automated voice response to collate concerns.
CIA employee Edward
to publishing speak-up numbers in their annual
However, these channels are just conduits
Snowden examines a
reports. This can of course lead to awkward
for employees to raise issues. Ultimately, an
computer hard drive. He
questions from investors and the media, but as
organisation will be judged by how it responds
was forced to flee the US
more organisations publish this data, so the risk of
to these issues. Trust is the key to effective and
after leaking details of
misinterpretation diminishes.
safe whistleblowing. Three of the organisations
government-backed mass
There are clear opportunities for finance
implemented speak-up arrangements in
surveillance operations
professionals to bring their skills and ethics to
response to an original failure of trust. None
bear on the processes, codes and reporting
had time to rebuild trust before implementing a
standards required to implement effective speakspeak-up arrangement; instead, each rebuilt it by putting these
up arrangements. One day you may find yourself in need of
arrangements in place.
such arrangements – if you have helped build the answers to the
This trust will be reinforced by a robust and consistent
questions posed at the top of this article, then you will know how
response. A lack of response will create the perception that
to do the right thing. ■
speaking up is futile and risky. There could be legal restrictions
that prevent the organisation, whether internally or externally,
Dr Wim Vandekerckhove is principal lecturer in organisational
providing a full follow-up to the whistleblower, but organisations
behaviour at the University of Greenwich and teaches business
need to understand that an apparent lack of response can lead to
ethics. He advises on whistleblowing to organisations including
frustration. Expectations need to be managed, even if it is through
Transparency International, Public Concern at Work and the
providing vague, non-specific details. Failure to do so could force
Whistleblower Advice Centre
an employee to take more public action, but a smart employee
will be able to see when and if any action has been taken.
For more information:
Data collected from any speak-up process should, indeed
must, be reviewed regularly – some regulators are now enforcing
The ACCA/ESRC report, Effective speak-up arrangements
this. Two of the organisations we reviewed have recently signed
for whistleblowers, can be found at bit.ly/acca-wb
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Heart of the matter

Effective profitability and cost analysis should be at the heart of great business
decision making, according to research carried out by ACCA and KPMG

C

ommercial organisations are struggling to understand
the profitability of channels. The third in a series of
KPMG and ACCA thought leadership reports has
found that profitability and cost analysis models are often too
organisation-centric, highlighting a need to develop both the
skills of financial professionals and the tools that businesses
are using. Just 45% of those surveyed for the report,
Profitability and Cost Analysis: an eye on value, monitor who
their most profitable customers are and what they like to buy.
Only a third (32%) said they measure the profitability of their
sales channels, leaving them unable to assess or forecast the
continued cost of sales shifting to online.
Effective profitability and cost analysis should be at the heart
of great business decision making, according to John O’Mahony,
head of enterprise performance management at KPMG UK.
He says: ‘The first lesson that emerged from the report was
that while there is a lot of emphasis on product and service line
profitability there is a long way to go in terms of understanding
digital versus physical channels.’
A view shared by Omid Tissier, professional insights – business
management portfolio, ACCA: ‘What is most striking is that we are
seeing companies doing profitability and cost analysis to a certain
degree, but not as well as they could.’ He adds that companies
are product-centric and not looking at analysis by customer or
channel. He says the research demonstrated that understanding
which channels suit which customers is key. ‘If you don’t have
that information it is difficult making commercial decisions; which
product for which customer using which channels.’
The data in the report came from a survey of 1,100 finance
professionals in 90 countries interviewed in January 2016. While
organisations of all sizes participated, 60% worked for businesses
with over 1,000 employees and turnover of US$100m or more.
While good models for profitability and cost analysis are often
developed, O’Mahony says that the research showed this was
often happening remotely from the business. The report highlights
considerations for finance business partnering. It notes: ‘The
development of a centre of excellence can release time previously
used on the production of management information to now focus
on providing insight and driving business decision making.’
He warns that remote analysis without involving local
representatives – the business partners – risks missing a lot of the
story. The research found that less than quarter of organisations
employ a centre of excellence model but such a model can
provide an effective bridge between finance and the business,
supporting business ownership in a way that is difficult to achieve
when activities are performed in a finance shared service centre.

Tissier says given the research included a high proportion of
large organisations, greater use of centres of excellence would
have been expected. He added: ‘In parallel you would expect to
see effective finance/business partnering in place providing the
value but not doing all the data processing to free up finance’s
time to be true business partners.’

Cultural barriers
The research underlines a need for continued upskilling of finance.
O’Mahony makes the point that if businesses want to develop
profitability and cost analysis, finance professionals need to be
able to work with the data to provide information and insight.
‘They need to have a thorough understanding of the business:
they need skillsets broader than traditional accountants such
as commercial analysis which understands the context so they
can help support decision making in the business.’ Although
the research did show that finance is willing to provide what is
required, they need the business to tell them what is most critical.
The research exposed barriers. Asked which were the main
barriers to an effective cost-allocation approach, issues cited
by finance professionals included stakeholder buy-in; cost;
external, finance and operational data; as well as technology
and processes. The biggest – noted by 65% – was people
and culture. Tissier says: ‘Finance needs to agree with key
stakeholders in the business what exactly they need this for, why
they are doing it and what the focus should be.’
Inevitably technology has a large part to play. The ability of the
finance function to efficiently deliver profitability and cost-analysis
insights is undermined by the existence of manual processes
such as ad hoc allocation journals (mentioned by 31%) and
manual Excel spreadsheets to integrate and analyse data. Nearly
half (45%) said their organisation had not invested in a software
application, suggesting the use of spreadsheets is still widespread.
The data model is the foundation of profitability and cost analysis.
As technology generally makes life easier, O’Mahony says the cost
of the tools required is relatively low considering the return on
investment. A surprising finding was that many organisations had
not taken the time to do the exercise and invest properly in order
for them to continue to support the business.
One ongoing niggle is the challenge around data quality.
O’Mahony says: ‘Organisations may have the aspiration but
they are compromised by the quality and consistency of data,
particularly non-financial data, to provide insights.’
Without knowing who is buying what, via whom and from
where, businesses lack the insight needed to inform future
investments associated with their fulfilment and operating model.
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A sharp eye on value: key points
Research for this report focused on how the enterprise
performance management (EPM) capacity provides business
with insightful profitability and cost analysis through
appropriate people, processes and technology.
Profitability and cost analysis should be developed within
a performance management framework consisting of three
core components. The other two components were the
subjects of the first two reports; Planning, Budgeting and
Forecasting and Performance Reporting.
These three components can allow organisations to
efficiently and effectively analyse business costs, income and
profitability at multiple levels to make informed decisions.
Most major organisations sell and service a broad range
of products and services to a diverse customer base through
multiple channels. Without profitability and cost analysis,
management is in the dark.
On a recent assignment KPMG found that 20% of its
client’s branches were delivering 60% of the profit and 20% of
customers did not generate a profit.
The report has three calls for action:

It also means they can’t price goods effectively, because they don’t
know the real cost of selling them by specific channel. O’Mahony
says: ‘In some businesses there remains at best a stubborn focus
on product and service profitability. This myopia is dominating
financial reporting, while the customer and their buying habits
remain mysteriously absent from management reports.’ ■
Peter Williams, accountant and journalist

1. Strengthen the quality and depth of insights
Key profitability and cost decisions should be focused on
what products and services are offered, who they are sold
to and how and where they are sold and serviced efficiently.
Enterprises focusing transparency and action on customer
and channel profitability have a real opportunity to strengthen
their financial performance.

2. Design and build a model for efficiency
The data model needs to align to both business and finance
needs; to remain relevant the model should be reviewed as
part of the annual strategic planning cycle unless triggered
sooner by a particular event.

3. Optimise the organisation model
A centre of excellence for profitability and cost analysis can
provide the organisational capability for a step increase in
quality of output and operating efficiency; while business
areas should own the data and insights, finance should ensure
integrity and consistency across the organisation.

For more information:
Download the full report, Profitability and Cost Analysis: an
eye on value, at: bit.ly/1PnmhER
See the articles on the previous two joint ACCA and
KPMG research reports, on budgeting, and performance:
October 2015, page 39; March 2016, page 38
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Career boost

When it comes to motivating your team it’s not about the money, says career
doctor Rob Yeung; plus the perfect etiquette for communicating

Talent doctor: leadership

them significant scope in how they
go about achieving goals and
objectives. Put another way, be sure
as a leader to focus most of your
attention on outputs rather than
inputs. By all means agree on targets
but allow team members significant
freedom in how they work. If they
are getting the work done, does it
matter if they arrive late, leave early
or work from home sometimes?
Skills mastery Nearly everybody
gets a thrill out of feeling that they
are getting better at something.
To boost the motivation and
performance of your team, give
them tasks that will challenge and
stretch them. Then give them
support so that they are genuinely
mastering new skills. Remember,
though, that not everyone learns
at the same pace; you need to
establish people’s levels of skill
and confidence before setting
challenges that will appropriately
expand their capabilities.
You may hear management gurus
speaking about the need for
transformational or visionary leadership
or using other similarly lofty or
jargon-laden terms. Yet the underlying
principles of effective leadership are
simple. Help people to feel socially
connected. Trust your employees and
give them autonomy in doing their
work. And develop their skills. ■

*

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
What can you do as a leader to
motivate your team? Perhaps
surprisingly, pay and benefits
are only poorly correlated with
organisational performance.
There are many instances of
organisations that offer belowaverage pay yet achieve top-quartile
performance within their sectors.
Conversely, there are examples of
organisations that pay extremely well
yet achieve only middling results.
Employee performance is more
driven by how they feel about the
organisation and their work than
how much they are paid. Research
mostly agrees on three factors that
help employees to perform well. I
like to cluster the components using

the acronym RATS, which stands for
relatedness, autonomy/trust and skills
mastery. Let’s examine each in turn.
Relatedness Employees need to feel
that they are socially connected and
important to the people around them.
For example, organisations in which
most employees feel that they have
a best friend at work tend to perform
better. The implication for leaders:
don’t just focus on getting the work
done; aim to foster friendships between
employees, too.
Autonomy/trust Employees feel
more engaged and are more
productive when they have a sense of
autonomy. While it may be necessary
to tell individuals what they need to
accomplish, it may be better to give

*

*

Leading skills
Watch Dr Rob Yeung
expand on these themes at
bit.ly/ACCA-Yeung5

For more information:
talentspace.co.uk
twitter.com/robyeung
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Future skills worry
Nearly half (47%) of CFOs
are concerned that their
finance function lacks the mix
of capabilities that will be
needed to meet the demands
of the organisation’s future
strategic priorities.
Research by EY, entitled
The DNA of the CFO, has
found that CFOs are under
intense pressure to balance
the delivery of strategic
goals with their operational
responsibilities and the need
to devote time to compliance,
controls and costs.
They must also stay attuned
to technological advances
to understand how those
can benefit both the finance
function and the organisation
more broadly. Some 58% of
finance leaders said they need
to build their understanding of
digital, smart technologies and
sophisticated data analytics.
And 57% of group CFOs
believe the delivery of data
and advanced analytics will
become a critical capability
for the finance function.
For more on skills for the
future, see accaglobal.com/
thefuture.

UAE’s overtime norm
Financial services professionals
are among the overwhelming
majority of workers in the UAE
who are not compensated for
working overtime. According
to the 2016 Morgan McKinley
working hours survey, 90% of
UAE workers do not get extra
pay or time off in lieu for the
additional hours they put in.
In the survey of more than
300 professionals across a
wide range of sectors, financial
services had the biggest
representation (17%).
It seems normal for
UAE professionals to work
beyond their contracted
hours. Seven out of 10 work
longer than their contractual
hours and feel obliged to.
Just 27% of respondents said
they generally work their
contracted hours. Nearly a fifth

The perfect: communicator
We start talking at about three years old and way before that manage to put across our
wants and needs with little more than a winning smile and a pointing finger. By the time we
enter the workplace, we’re proficient communicators, surely? Well, no.
In a management or team context, the pitfalls include: giving instructions without
thinking through what details or extra information the listener might need; speaking with an
inappropriate level of emotion – when angry, impatient or even apologetic about an instruction
or request, say; and explaining a subject or task too briefly and without enough clarity.
Communicating effectively
needs forethought and active
planning, as well as clarity,
empathy for the listener and
a willingness to answer
questions and address
obstacles or objections. By all
means use humour to engage
people, but don’t use it as a
way to fob them off. If you’re
after a particular outcome
from an individual, ask them
what extra support they may
need to achieve it.
The best communicators
are not necessarily the
most fluent or impressive.
They are the individuals and
managers who take the time
to eliminate ambiguity, provide
extra resources and information,
and make themselves available.
Crucially, they also know when to
pipe down.

(18%) said they are always too
busy to take a lunch break.

Regional headaches
Just over half (51%) of
UK-based CFOs and FDs
believe coping with ‘regional
differences’ is the most
important requirement
for planning, according
to a survey by business
process software supplier
Accountagility.
The finding suggests that
adapting to variations in
compliance regimes, legal
structures, management
culture and levels of IT support
is critical for effective financial
planning and reporting.
Robert Gothan, CEO and
founder of Accountagility, said:
‘By adding more flexibility
to their processes and tools,
finance teams can ensure

that planning and reporting
reflect real-time accounts and
forecasts, and unlock accurate
business insights to help drive
performance more effectively.’

HK exports accounting
Hong Kong exported
accounting services worth
US$195m in 2014, up slightly
on 2012, according to
research by the Hong Kong
Trade Development Council.
Mainland China is Hong
Kong’s largest market for
accounting services, which
include statutory audit and
investment-related advisory
services, such as due diligence
and tax advice.
There are four types of
enterprise on the Chinese
mainland that use Hong
Kong’s accountancy services:
multinationals, Hong Kong-

registered companies
investing (or intending to)
in the mainland, mainland
businesses listed in Hong
Kong, and mainland businesses
expanding internationally.
In 2014, China’s Ministry of
Finance issued new rules for
foreign accountancy firms that
perform audits of mainland
Chinese businesses that
intend to list offshore; Hong
Kong firms were exempted for
audits of mainland companies
that are applying to list or are
already listed on the Hong
Kong Stock Exchange, subject
to certain conditions on
working papers and staff. ■
Sally Percy, journalist
For more information:
accacareers.com
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CPD

Time to get agile

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

Industries that get complacent are under threat. By the time they spot the disruptors, it
might be too late. Tony Grundy looks at the salutary lesson of the banking sector

B

anking is a mature industry that is becoming
increasingly vulnerable in terms of competition. The
continued success of new contenders and advances in
fintech are threatening a market that been complacent in its
mindset, making it vulnerable to new entrants to the market.
One such contender is PayPal. The online payments giant
was founded in 1998, acquired by eBay in 2002, and by 2014 was
moving US$228bn around the world and generating revenue of
US$7.9bn. In 2015 it split from eBay.
In 17 years PayPal has seen more change in its business value
system and financing than some traditional companies see in 50
years. Disruptors are very agile both strategically and structurally.
Prior to PayPal and the like, payments were exclusively carried
out by banks, although there were no regulatory or operational
reasons preventing others doing this. As they proved, fintech
companies could in fact do it more efficiently and cheaply.
Then there are the money transfers. This part of the market has
seen the arrival a number of competitors, including TransferWise,
WorldFirst and Moneycorp, all based in the UK. Under the banks’
system, the customer chooses a recipient and a currency, the
money to be transferred is taken from his or her account, the
transferring company charges for the service, and some time later,
the recipient receives the payment in the chosen currency.
But TransferWise, for example, routes the payment quite
differently. Instead of transferring the sender’s money directly
to the recipient, it redirects it to the recipient of an equivalent
transfer going in the opposite direction. Likewise, the
recipient receives a payment not from the sender initiating

the transfer, but from the sender of the equivalent transfer.
This process avoids costly currency conversions and other fees.
Commission is as low as 0.5%, and the company’s Estonian
founders have moved over US$4.3bn since they started.
All of these payment innovations are highly visible, allowing
other players to consider how they might have a slice of the action.
Apple is a good example; with its iPhone 6 it offers contactless
retail payment for low-value transactions, with automated
fingerprint identification, dispensing with chip and pin.
Twenty per cent of iPhone owners in the US have used this
system. While this is not a landslide, sooner or later you can
imagine that someone, somewhere will find a way to remove the
behavioural frictions
that often delay, but
don’t stop, a strategic
breakthrough from
coming along. It may
be only a matter of
time before chip and
pin is completely
chipped away.

Traditional banks
seem to be just
watching this
competitive
erosion rather
than counterattacking
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Google Wallet (so far only available
frog metaphor to illustrate what happens
in the US) has also entered the market,
Metro Bank gets it right
to organisations who choose to ignore
enabling payments via email and an app.
weak signals in the wider, competitive
Funds need to be put into the Wallet
See Tony Grundy on how Metro
environment: if you throw a frog into
from a linked bank account or credit card.
Bank’s innovative business model
boiling water it jumps out; if you put it
Meanwhile, Samsung has launched its
has led it to become a UK household
in warm water and gradually heat the
mobile wallet, Samsung Pay, in Spain – its
name bit.ly/Grundy-Metro
water up, it will do nothing and boil
first European destination after its launch
to death. By the time the banks have
in Korea and the US last year.
realised the danger, it will be too late and
My final example is M-Pesa. This online banking system,
they are ‘cooked’. But rather than fixate on the threats, they need
which exclusively uses smartphone technology, was launched in
to see the opportunities that have been created and tailgate on
2007 in Kenya, inspired by the realisation that people were using
a fertile market. ■
mobile phone airtime as a proxy for money transfer.
Dr Tony Grundy is an independent consultant and trainer, and
M-Pesa is a very simple system for depositing and
lectures at Henley Business School
withdrawing money, making payments and transfers with low
charges. Some 17 million people in Kenya are signed up. So far,
For more information:
attempts to replicate this in markets such as South Africa and
India have had mixed success. But it seems that it is only a matter
tonygrundy.com
of time.
Meanwhile traditional banks seem to be just watching this
For previous Tony Grundy articles on strategy and
competitive erosion rather than counter-attacking. Charles
management theories, visit accaglobal.com/abcpd
Handy, a professor at London Business School, used the boiling

Take one
As an assurance partner at EY in Singapore, Gajendran Vyapuri FCCA relishes the global
mobility that his role and the ACCA Qualification afford him

Gajendran Vyapuri has been in EY’s
assurance practice for 20 years.
In this time he has travelled
extensively, flying over dense jungle to visit
far-flung mines and working with people from
diverse backgrounds and cultures. Team work and
‘connecting with people’ is at the heart of what he
does: ‘Together, we can do wonders,’ he says.
And his advice to others? Don’t worry about the
small things that don’t actually make a difference.

Find out more about Gajendran Vyapuri’s
journey and his expectations for the
future in a fast-moving, digital economy
at bit.ly/ACCABigInterview
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Rotten TOMs

For many businesses, embarking on a lengthy, messy and often toxic takeover
or merger may not be the right way to move forward, says David Parmenter

T

he pursuit of growth through takeover or merger
(TOM) has made a small, select group of executives,
investment banks and consultants very wealthy while
diminishing the wealth of a vast number of shareholders.
Why do so many TOMs fail to deliver the perceived synergies
and cost savings?
Synergies First of all, the synergy calculations are flawed.
KPMG’s research, published in 1999, found that ‘83% of
mergers were unsuccessful in producing any business benefit
as regards shareholder value’. The simplistic view that savings
can easily be made by removing duplication (finance, HR
and IT etc) is flawed logic. It can take up to four years to
merge the information technology platforms together, and
even when this is achieved, many of the future efficiency and
effectiveness IT initiatives have been put on the back burner.
Customer focus There is no better way to lose sight of the
goal than a merger. Merging the operations will distract
management and staff from the basic task of making
money. While meeting after meeting occurs and sales staff
focus on their futures, customers are left vulnerable to your
competitors’ approaches.
Culture clash Managing the aftermath of a TOM is like
herding wild cats. Where have you seen cultures merged
successfully? In reality, one culture tends to take over another.
This is fine when one is fundamentally flawed. However, in
many mergers, both entities have cultures that work. Now you
have a problem. Many competent staff members may choose
not to stay in a culture that does not suit their working style.
Heartless How long does it take for a company to develop
a heart? This is more than just the culture; it includes the
living and pumping lifeblood of the organisation. In my
opinion it takes years. The merged organisation can be kept
on life support but, just like a critical patient, it is effectively
bedridden and will be in intensive care for some time.
Survival of the unfittest I have a theory that the main
beneficiaries of a merger are the piranhas – those managers

*

*

*

*

*

who like to stick the knife in. Some could say they are
addicted to this behaviour. The result is quite interesting; the
merged company very soon becomes dysfunctional as more
and more of these caustic managers rise to the top. These
managers do not live and breathe the organisation; the ones
who did have long since left.
Salary costs There are many financial time bombs that impact
shareholder value. Severance packages can create further
waste, as staff members – especially the talented staffers
– leave before generous severance terms disappear. So to
retain such people, further salary incentives need to be made
that create further pressure on the bottom line.
Lack of time A merger is like an auction where the buyer rarely
has more than a cursory look at the goods before bidding. It
is important not to limit due diligence in the haste to close the
deal, as you tend to know less about each other than you think.
The dirty laundry often takes years to discover and clean. ■

Next steps
1. Read KPMG’s Mergers and Acquisitions: Global
Research Report 1999
2. Email me (parmenter@waymark.co.nz) and I will send
you a ‘takeover or merger scorecard’
3. If pressured to undertake a TOM, investigate the
investment bank’s success rate and critique their dubious
cost saving calculations; they may well be wrong.

*

*

David Parmenter is a writer and presenter on measuring,
monitoring and managing performance
For more information:
davidparmenter.com
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Related issues

There are inherent risks with transactions between related parties.
Graham Holt describes the requirements of IAS 24 and IFRS 11

Related party relationships
are a natural feature of
business activity and could
have an effect on the
financial performance and
position of an entity because
of related party influence.

disclosures, it does not apply
to the measurement of related
party transactions. Prior to the
current standard, the definition
of a related party in IAS 24 had
been the subject of criticism
because some believed that

are where the entity and the
reporting entity are members
of the same group, where one
entity is an associate or joint
venture of the other and where
both are joint ventures of the
same third party.

transactions, a participant in a
joint operation does not need
to disclose transactions with
the joint operation entity as
related party transactions.
In formulating the
definition of a related party,

Even if there are no
transactions between related
parties, their existence
may affect transactions of
the reporting entity with
other parties because of
significant influence. There
is an inherent risk that
transactions with a related
party might be on favourable
terms with a potential
impact on profitability.
Related party disclosure
can contain important
stewardship information.
The United Nations
Conference on Trade and
Development (UNCTAD)
guidance on good corporate
governance recognises that
disclosure of related party
transactions and any related
party relationships where
control exists should be
disclosed as well as disclosure
of the decision-making
process for approving related
party transactions.
Although IAS 24, Related
Party Disclosures (2009), sets
out the scope of related party

it was inherently inconsistent
and too complex to apply in
practice because it included
multiple cross-references that
were difficult to interpret.
The International
Accounting Standards Board
(IASB) therefore simplified the
definition of a related party
whilst providing relief for
government-related entities
as regards the amount of
information such entities
needed to disclose.
A related party can be a
person or an entity. Therefore
the standard separates the
definition of a related party
into two parts. First, a related
party can be a person or
a close member of that
person’s family where that
person has control or joint
control or significant influence
over the reporting entity
or is a member of the key
management personnel.
Second, IAS 24 sets out
several conditions where an
entity is related to a reporting
entity. Examples of these

Exclusions

the IASB adopted the specific
approach, which it outlined
in the ‘Basis for Conclusions’.
When an entity assesses
whether two parties are
related, it should interpret
significant influence as being
equivalent to the relationship
that exists between an entity
and a member of its key
management personnel.
Thus significant influence and
key management personnel
relationships are treated as the
same level of closeness.
However, the IASB
goes on to state that such
relationships are not as close
as a relationship of control
or joint control. All direct
relationships involving control,
joint control or significant
influence are related party
relationships. Further if one
entity (or person) controls (or
jointly controls) a second entity
and the first entity (or person)
has significant influence over
a third entity, the second and
third entities are related to
each other. Conversely, if

The definition of a related
party includes joint ventures
but not joint operations. The
list of related parties in IAS
24 is exhaustive and joint
operations are not included
in that list and are therefore
outside its scope. The
exclusion is not discussed
in the standard but it is
consistent with the principle
that joint operations are
viewed as part of the entity
itself. It is also consistent with
IFRS 12, Disclosure of Interests
in Other Entities, which does
not require summarised
financial information for
joint operations.
Additionally, under IFRS
11, Joint Arrangements, each
of the transactions, assets and
liabilities of a joint operation
is attributable to one or other
of the participants and each
participant recognises the
amounts in its own financial
statements. Since these
transactions are viewed
as the participant’s own

»
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two entities are both subject
to significant influence by the
same entity (or person), the
two entities are not related
to each other. Finally, if one
party is related to a second
party, the second party is
also related to the first party
because of the symmetrical
nature of their relationship.
Relationships between
a reporting entity and a
corporate investor and
between a reporting entity
and an individual investor are
treated in the same manner.

management personnel
to the reporting entity is
itself a related party of the
reporting entity.
IAS 24 contains no specific
exemptions for intragroup
transactions in consolidated
financial statements. When
intragroup transactions are
eliminated, they are not
part of the group financial
statements and are therefore
not disclosed under IAS 24.
However, the amendments to
accounting standards relating
to investment entities have

jurisdictional disclosures if so
specified in local law.
IAS 24 does not specifically
state whether a related
relationship should exist at
the reporting date for the
transactions to be reported.
It is, therefore, not apparent
whether all related party
events and transactions for the
period should be disclosed.
Related parties relationships
can commence and cease in
the period, leaving questions
as to whether disclosure
should be made of the

parent and, if different, the
ultimate controlling party.
Where parties become related
after the date of the financial
statements, but before the
financial statements are
authorised, it may constitute
a non-adjusting event under
IAS 10, Events After the
Reporting Period.
In determining whether
a related party transaction
exists, the substance of
the relationship and not
merely the legal form must
be considered. IAS 24 gives

the effect that intragroup
related party transactions
between an investment entity
and its subsidiaries that
are measured at fair value
through profit or loss, are
not eliminated in the group
financial statements.
As a result, transactions
and any amounts outstanding
between an investment
entity and its unconsolidated
subsidiaries are disclosed
under IAS 24. Many
jurisdictions have extensive
management
remuneration
disclosure
requirements,
Many accounting
which may
frauds have
overlap with the
requirements
involved related
of IAS 24.
party transactions
The financial
and this has
statements
must include
created concern
the disclosures
among market
required by IAS
24, but only have
participants
to include the
additional local

transactions before or after
these relationships started or
ended. However, para 18 of IAS
24 states that ‘if an entity has
had related party transactions
during the periods covered
by the financial statements,
it shall disclose the nature
of the relationship as well
as information about those
transactions and outstanding
balances, including
commitments, necessary
for users to understand
the potential effect of the
relationship on the financial
statements’.

examples of situations where
parties are not necessarily
related. For example, entities
may have a common member
of key management or may be
economically dependent upon
each other but these situations
do not necessarily mean
that the entities are related
unless there is some other
connection. Similarly, two
venturers are not necessarily
related parties simply because
they share joint control over a
joint venture.

In analysing related party
relationships, an individual
and close members of that
individual’s family are treated
as one party as are members
of the same group. A postemployment benefit plan for
employees of the reporting
entity is considered to be a
related party of that entity and
the definition of a related party
was extended by the Annual
Improvements 2010-2012.
This ‘improvement’ clarified
that an entity providing key

Sufficient disclosure
The principle to be applied
is whether there has been
sufficient disclosure made to
enable users to assess the
potential impact of related
party transactions on the
entity’s financial position and
performance. Also, regardless
of whether there have been
transactions between a parent
and a subsidiary, an entity
must disclose the name of its

Challenges
In some jurisdictions, entities
face challenges in identifying
and disclosing related
party transactions among
government-related entities.
Government may not be able
to exert sufficient influence
over economic transactions
with related parties or in some
circumstances entities may not
be able to identify government
related entities. IAS 24 gives
an entity exemption from the
disclosure of transactions with
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a related party that is either a
government that has control,
joint control or significant
influence over the entity or is
another entity that is under
the control, joint control or
significant influence of the
same government as the
entity. If the entity applies the
exemption, then there are
alternative disclosures which
must be made.
Many accounting frauds
have involved related party
transactions and this has
created concern among

GL_T_HoltCPD.indd 51

market participants about
appropriate disclosures
and the auditing of those
transactions. These
types of transactions are
considered to pose an
increased risk of material
misstatement in financial
statements.
Partially, as a result of these
concerns, the US Securities
and Exchange Commission has
approved a Public Company
Accounting Oversight
Board standard on auditing
transactions with related

parties. As a result, companies
will need to revisit the controls
they have in place to identify,
account for and disclose
related party transactions.
In order to meet some
of the recent requirements,
auditors will need
management assistance.
For example, for any related
party transactions that require
financial statement disclosure
or represent a significant risk,
the standard makes explicit
that auditors will have to
evaluate the ability of the

related parties to meet any
financial obligations. Clearly,
such transactions should be
viewed with increased auditor
scepticism. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
Business School
For more information:
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 and law

Audit
Audit committee
The Prudential Regulation
Authority (PRA) has made
changes in its latest version of
the guidance Implementing
audit committee requirements
under the revised Statutory
Audit Directive – PS16/16:
The smallest firms are
invited to apply for a waiver
or modification of the rules.
Transitional arrangements
will be in place for a period
of two years.
The independence of
membership requirements
for significant subsidiaries
of parent undertakings in
the European Economic
Area and outside it are
amended to require a
majority of, rather than
all, the members of the
subsidiary audit committee,
to be independent.
The guidance applies to
Capital Requirements
Directive credit institutions,
UK Solvency II insurance and
reinsurance firms, the Society
of Lloyd’s and managing
agents, and PRA-designated
investment firms. It states
that the policy applies to
financial years commencing
on or after 17 June 2016 and
highlights that ‘considering
this application date, a firm

*
*
*

with a financial year beginning
on 1 July would be expected,
where relevant, to have its
audit committee in place and
constituted in accordance
with the PRA’s rules by around
October of that financial
year – the point at which it is
expected that the external
auditors may be meeting with
the audit committee as part of
their audit planning cycle for
that financial year’.
More at bit.ly/boe-audit.

how the transition from its
previous framework to FRS
102 has occurred and contains
specific disclosures:
1 A description of the
nature of each change in
accounting policy
2 Reconciliations of its
equity determined in
accordance with its
previous financial reporting
framework to its equity
determined in accordance
with FRS 102 for:
a) the date of transition to
Reporting
FRS 102
b) the end of the latest
FRS 102
period presented
A common issue from first-time
in the entity’s most
adopters of FRS 102 is that the
recent annual financial
accounts are not clear on which
statements determined
version has been adopted and
in accordance with
that the transitional statement
its previous financial
contains both prior-year and
reporting framework
transitional adjustments. FRS
3 A reconciliation of the
102 as amended applies for
profit or loss determined
periods beginning on or after
in accordance with its
1 January 2016 but allows for
previous financial reporting
early adoption for periods
framework for the last
beginning on 1 January
period in the entity’s most
2015. It’s required under FRS
recent annual financial
102.1.15 that where an entity
statements to its profit
applies the amendments early,
or loss determined in
it must disclose the fact.
accordance with FRS 102
Section 35 of FRS 102
for the same period.
requires an entity to explain
It is also highlighted that
where any of
the transitional
provisions in section
35 have been used,
A common issue
these should be
from first-time
highlighted and the
effect explained.
adopters of FRS
You can see
102 is that the
more on FRS 102 at
accounts are not
accaglobal.com/
advisory.
clear on which

version has
been adopted

FRS 105: LLPs
Amendments
to FRS 105, The
Financial Reporting

Standard applicable to
the Micro-entities Regime
Limited Liability Partnerships
and Qualifying Partnerships,
has been issued by the
Financial Reporting Council
and applies for accounting
periods beginning on or after
1 January 2016, with early
adoption allowed as long as
the following (paragraph 1.5)
applies:
‘Early application by a
micro-entity that is an LLP or a
qualifying partnership is:
permitted for accounting
periods beginning on
or after 1 January 2015
provided that the Limited
Liability Partnerships,
Partnerships and Groups
(Accounts and Audit)
Regulations 2016 (SI
2016/575) are applied from
the same date; and
required if the LLP or
qualifying partnership
applies the Limited Liability
Partnerships, Partnerships
and Groups (Accounts and
Audit) Regulations 2016 (SI
2016/575) to a reporting
period beginning before
1 January 2016.’
You can find the notice at bit.
ly/frs105-amends

*

*

FRS 105
To obtain free FRS 105
model accounts you can
email advisory@accaglobal.
com with the subject line
‘model accounts’ and your
membership number.

Charity Commission
consultation
A Charity Commission
consultation is open until
30 September and revises the
framework for independent
examination. It is proposed
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that it will take effect for
reporting periods (financial
years) ending on or after
31 March 2017.
The guidance issued for
consultation still retains the
requirement that trustees
should select a person who
is a member of one of the
accountancy bodies ‘listed
in the 2011 act as amended
by the 2015 order where
the charity’s income is over
£250,000. Where the charity’s
income is £250,000 or less,
trustees must be satisfied that
the examiner has the skills and
knowledge required.’
The main proposed
changes are to reporting to the
Charity Commission and to the
independent examiner’s report.
The new report has sections
highlighting the responsibilities
and basis of the report, and
the independent examiner’s
statement. An example from
the consultation is clear on
the role of the independent
examiner. In the explanation
of the responsibility ‘that there
is further information needed
for a proper understanding of
the accounts’, the guidance
highlights matters that require
explanation and/or further

investigation. Although the
suggested report seems
more far-reaching than its
predecessor, the current
guidance 10.7 and 10.8 and
proposed guidance 13.11
to 13.14 for independent
examiners are similar. More at
bit.ly/cc-consult.

Tax
Making tax digital
The consultations continue
to arrive on ‘making tax
digital’. The proposals seem
to place additional burdens
on businesses. Do they fulfil
the aims highlighted earlier
in the year? As a reminder,
the government continues to
say that the reporting system
will be much quicker, easier
and far less burdensome
than the current process, that
keeping records digitally will
reduce error, and the data
will allow HMRC to focus
its attention on the small
minority of small businesses
that are evading their taxes
and not on those who are
trying to get it right.
What is your view? You
can find more on ‘making tax
digital’ and ACCA’s activities in

this area at bit.ly/acca-tax.
You can continue to send
your valuable comments and
views on the initiative and the
individual consultations to
advisory@accaglobal.com
with a subject line ‘Making
tax digital’.

HMRC guidance
HMRC has updated its senior
accounting officer guidance
(SAOG), including:
a change of practice
allowing submission of
certificates by electronic
means in addition to
the currently accepted
methods (SAOG 15600
and 15700)
new examples of how
groups and aggregation
should be applied (SAOG
11280 and 11301)
clarification on the inability
to delegate the SAO role
(SAOG 12100) and time
limits for short or long
accounting periods (SAOG
13410 and 15710)
clarification about when
requests for extensions
to time limits for SAO
notification or certificates
will be considered (SAOG
13100 and 15700)

*

*
*

*
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clarification of the SAO
role where a company is
struck off (SAOG13500
and 15900).
SAOG 15700 highlights
that more time to file is not
allowed ‘simply because
an SAO wants to submit
one certificate covering a
number of group companies
whose financial years do
not end on the same day.
Companies and groups will
be aware that the year ends
are not coterminous and this
situation does not arise from
a sudden or unexpected
event. SAOs should plan to
provide a certificate to ensure
that they meet the time limit
for any particular company.
This will be the date that the
earliest certificate needs to
be provided. If this is not
possible the SAO can provide
separate certificates.’
The manuals are at bit.ly/
hmrc-saog.

HMRC toolkits
HMRC has updated a number
of toolkits for 2015/16. As with
those issued for past years
they include checklists for
common errors. You can find
them at bit.ly/ta-check.

»
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Consultations
IR35
The IR35 consultation has
finally arrived. Off-payroll
working in the public sector:
reform of the intermediaries
legislation sets out how the
government intends to work
with the self-employed. It
is quite possible that this
method of working could
easily apply in the future to
all in both the private and
public sectors, though the
consultation goes out of its
way to state that this is for
public sector ‘off-payroll
engagements of workers’.
The consultation is open
until 18 August. There
will then be a period of
post-consultation analysis,
and a further, technical
consultation will take place,
with legislation expected
to apply from April 2017.
This is clearly an ambitious
timeframe that would leave
many organisations and their
software providers little time
to change their systems.
The key change is that the
‘liability to pay the relevant
employment taxes will
move to the engager or the
agency supplying the worker.
This means public sector
organisations and agencies
supplying workers to the public
sector will be responsible for:
deciding if the rules apply;
and
calculating, reporting and
paying the relevant taxes if
they do.’
HMRC can then decide
whether it feels that the rules
have not been followed, and
who is liable for any taxes and
penalties. You can find this
consultation at bit.ly/ir35-pub.

legislation in Finance Bill
2017’. The consultation
asks if the current rules are
out of date, if they require
modernisation and if they
are making the UK less
competitive as a holding entity
destination. You can find the
consultation at bit.ly/sse-cons.
Tax deductibility
Tax deductibility of corporate
interest expense is open for
comment until 4 August. This
is a detailed consultation
on the new rules on interest
deductibility that will apply
from April 2017 and are in line
with the recommendations set
out by the Organisation for
Economic Co-operation and
Development. For groups, the
UK will be introducing a fixed
ratio rule. This limits a group’s
UK tax deductions for net
interest expense to 30% of its
UK EBITDA, with any excess
carried forward but expiring
after three years. It’s proposed
that the following conditions
also apply:

*

There is a de minimis
allowance of £2m per
annum, which means that
groups with net interest
expense below this are
unaffected by the rules.
Rules limit interest relief to
the net adjusted groupinterest expense (this is the
modified debt cap rule).’
More at bit.ly/1tax-corp.

*

Transfer pricing
Introduction of secondary
adjustments into the UK’s
domestic transfer pricing
legislation is open for
comment until 18 August and
affects large international
entities. It highlights the
secondary adjustments
from the OECD transfer
pricing guidelines – either
constructive dividends or
equity contributions. In simple
terms the transfer pricing
adjustment is treated as being
a distribution or an equity
contribution. The government’s
preference is to introduce a
different secondary adjustment

that ‘treats the excess profits
as a deemed loan from the
potentially advantaged
company. Such a deemed
loan would have interest
imputed upon it, which would
then be treated as taxable
income.’ More at bit.ly/
sec-adj.
Corporation tax
Reforms to corporation tax
loss relief: consultation on
delivery is open for comment
until 18 August. It proposes a
significant reform of loss relief
by limiting the relief available.
The conditions are that ‘losses
arising from 1 April 2017 can
be carried forward and set
against the taxable profits
of different activities within
a company and the taxable
profits of its group members’
but ‘the amount of annual
profit that can be relieved by
carried-forward losses will be
limited to 50% from 1 April
2017, subject to an allowance
of £5m per group’.
More at bit.ly/cons-rel.

*
*

Shareholdings exemption
Reform of the Substantial
Shareholdings Exemption
is open until 18 August. It
highlights that the replies
‘will allow the government
to consider the merits of
reform ahead of [the] Autumn
Statement and possible

Something to talk about
Agent Talking Points are weekly online digital meetings aimed at tax agents, usually lasting
45 minutes to an hour. The sessions provide agents with the opportunity to ask questions of
subject matter experts from HMRC, across a range of different topics. A list of current and
past webinars can be found at bit.ly/hmrc-talk.
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Lifetime allowance
A new, free factsheet is
available that explains
the lifetime allowance.
It highlights that it’s
important to recognise
that there is no limit on the
total amount of authorised
benefits a registered
pension scheme can
provide to its members. It
also highlights that it is an
individual’s responsibility
to consider that their single
lifetime allowance (from
April 2016: £1,000,000) in
relation to the value of any
authorised benefits paid out
in excess of their allowance is
subject to a tax charge known
as the lifetime allowance
charge. This applies to all
types of registered pension
schemes equally.
An individual will
use part of their lifetime
allowance most commonly
when they start to draw a
pension but there are also
other occasions that trigger
a test of pension benefits
against the lifetime allowance.
An event that could result
in lifetime allowance being
used up is called a ‘benefit
crystallisation event’. If the
pension benefits being
tested exceed the member’s
available lifetime allowance
at that point, a lifetime
allowance charge will be due
on the excess.
You can find the factsheet
at accaglobal.com/advisory.

Access to finance
Competitive funding
For projects making a
‘significant innovation step’
in additive manufacturing
and connected digital
manufacturing, Innovate UK
will provide funding of up to:
70% of your eligible project
costs if you are a small or
micro business
60% of your eligible project
costs if you are a mediumsized business
50% of your eligible project

*
*
*

costs if you are a larger
business.
Details at bit.ly/con-dig. There
are a number of other funding
competitions from Innovate UK;
see accaglobal.com/advisory.

Law
Exporting services
UKTI has issued guidance
on how to develop
international markets for
businesses providing financial,
professional and business
services. It is a useful business
plan check.
The basic guidance has
been supported by ACCA and
is available at bit.ly/ukti-exp.

People with significant
control
The 30 June deadline has
passed and many companies
and LLPs are likely to be still
gathering in the information
for the people with significant
control (PSC) register. It is
important that the register
contains the official wording
and is updated regularly. The
information is then extracted
for the annual confirmation
statement, which is sent to
Companies House.
The wording to be used in
the register is:
No PSCs or registrable
relevant legal entities
The company knows or
has reasonable cause
to believe that there is
no registrable person
or registrable relevant
legal entity in relation to
the company.
The LLP knows or has
reasonable cause to
believe that there is no
registrable person or
registrable relevant legal
entity in relation to the LLP.
Unidentified PSC
The company knows or
has reasonable cause
to believe that there is
a registrable person in
relation to the company
but it has not identified the
registrable person.

*

*

The LLP knows or has
reasonable cause to believe
that there is a registrable
person in relation to the
LLP but it has not identified
the registrable person.
Unconfirmed particulars
The company has identified
a registrable person in
relation to the company
but all of the required
particulars of that person
have not been confirmed.
The LLP has identified
a registrable person in
relation to the LLP but all
of the required particulars
of that person have not
been confirmed.
Taking reasonable steps
The company has not
yet completed taking
reasonable steps to find
out if there is anyone who
is a registrable person or
a registrable relevant legal
entity in relation to the
company.
The LLP has not
yet completed taking
reasonable steps to find
out if there is anyone who
is a registrable person or
a registrable relevant legal
entity in relation to the LLP.
More at bit.ly/acca-psc.

*

*

Company restatement:
an overview
The process for restoration
of a company is dependent
on which of the striking-off
methods was used.
The simplest process is
where a company has been
stuck off by the registrar. In
these cases an application
is made by a former director
or member to the Register
of Companies to restore the
company to the register. The
registrar will then, on receipt
of the application, restore the
company to the register if the
following conditions are met:
It was struck off the register
and dissolved by the
Registrar of Companies
within the last six years.
It was trading at the time it
was dissolved.

*
*
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Any outstanding documents
are filed, eg accounts and
annual returns.
Any filing fees or penalty
payments are made.
If the company had
assets, a waiver letter
is obtained with the
Crown representative’s
written consent and
submitted to the registrar
(bit.ly/wa1-app).
This process results in the
expunging of the striking off
so the company continues as
if it had not been dissolved or
struck off the register.
Application to the courts
for restoration is the other
method and is available
where the company has
been dissolved after
being wound up following
administration or where
voluntary strike-off has
taken place. In these
circumstances the application
can be made by a much
wider group than just former
directors or members.
The application can also
be made, for example, by any
person with a potential legal
claim against the company,
a creditor of the company,
trustees of a pension scheme
or any person in a contractual
relationship with the
company. The full list can be
seen at bit.ly/claim-dis.
The court is required to
consider the facts and has
some flexibility in that it
can take into account if it
considers that it is just to
restore the company. Where
the court decides in favour of
restoration, the applicant is
required to submit the order
to restore the company to
the register.
The court will aim to
place the company and other
parties in a position as if
the company had not been
struck off. Considerations
may include payments,
property rights and provision
of documentation to the
public record. (CA 2006 ss
1029 to 1032). ■

*
*
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CPD

Payroll call

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

Companies will soon have to apply the apprenticeship levy.
Kate Upcraft looks at the issues and advises on how to prepare

▲ Hammer it home

Chancellor George
Osborne’s apprenticeship
levy formed part of the
Conservative manifesto
ahead of the 2015
general election

The UK’s payroll agents
– and, one hopes, their
clients – are gearing up for
the implementation of the
apprenticeship levy in April
2017, which applies to all
employers in all sectors.
Despite its name, it has
nothing to do with whether
or not the business employs
apprentices and everything
to do with payroll processing.
So what do we know
about the design of the levy

so far, and what questions
remain unanswered?
The levy was announced
as part of the Conservative
manifesto at the general
election and is expected
to raise £3bn from
employers by 2020 to fund
three million apprenticeships
in England. Even that sentence
indicates some of the issues
raised so far:
There is no real-time
information communication

*

*

into central government
by ‘employers’ – only PAYE
schemes. One employer
might have one scheme or
100 schemes.
Apprenticeship frameworks
are a devolved matter,
with each of the four
parts of the UK having
their own structure. Yet
the levy is supposed
to fund only English
apprenticeships – even for
nationwide employers.

*

The levy is predicated on
those who pay it receiving
money back to fund
apprenticeship training
through a digital account.
But what about employers
who are firmly committed
to training but not via
apprenticeships or external
training, preferring on-thejob qualifications?
Much of the commentary
to date has focused on the
cut-off to pay the levy being
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His and hers
Watch Kate
Upcraft’s video on
gender pay reporting,
and earn CPD units, at
bit.ly/ACCA-playlist

those with an annual salary
bill of £3m. Agents will know
that this is far too imprecise
a term, and in fact what the
levy is based on is the PAYE
scheme’s ‘NI-able’ pay from
£1 – ie, not from the employer
threshold of £156 per week. If
that exceeds £3m per annum,
then 0.5% of the excess will be
payable as the apprenticeship
levy. As NI-able pay is not
inflated by payrolled benefits,
but equally not reduced by
net pay arrangement pension
contributions and payroll giving,
it has been chosen as the pay
definition to be used. However,
it is of course reduced by any
salary sacrifices, so that may
bring this vehicle for benefit
provision back under scrutiny
after we had a partial reprieve in
this year’s Budget for pension,
childcare voucher and bicycle
sacrifices.
What we do know – and
this is still quite limited – is
that the levy will be calculated
by payroll software and paid
over with the PAYE scheme’s
tax, NI and student loan
recoveries. There will be a levy
allowance for all employers
of £15,000 operated as a
£1,250 per tax month offset,
operated cumulatively (see
box) to achieve the ‘you only
pay if your payroll bill exceeds
£3m’ strapline.

Fluctuating costs
One of the difficulties with
a monthly offset is that
employers with fluctuating
payroll costs, perhaps due to
seasonal work, may find that
a levy is payable in certain tax
months and then needs to be
repaid in later months. This
will have a cashflow impact on

the business, but equally one
wonders if HMRC will be able
to process refunds promptly
if there is insufficient tax, NI
and student loan recoveries to
make a deduction from. We
already have evidence this year
of employers struggling to
get HMRC to make payments
of advanced funding for
statutory payments.
One of the successes of
initial consultation on the
levy design is the concession
by HMRC that connected
companies or entities with
multiple PAYE schemes, who
will only get one levy offset for
the whole group/company (ie
one PAYE scheme), will be able
to pass on any unused offset
to another PAYE scheme in
the group/company post-year
end. Again, the administrative
complexities of this are a
concern. But it does mean
that clients with multiple PAYE
schemes need to budget for all
but one of those schemes to
pay a straight 0.5% of ‘NI-able’
pay as the levy, as the main
PAYE scheme utilises the offset.
We know the levy will be
allowable for corporation tax
purposes and will have to
dovetail with existing levies
that operate in certain sectors,
such as construction.
ACCA has been closely
involved in the development
of the new apprenticeship
standards, being one of
the organisations running a
pathfinder model from the
new academic year.

Food for thought: case study
1 Zeph’s café has ‘NI-able’ pay of £200,000 in April 2017
and a levy offset of £1,250. Its levy is calculated as
£200,000 x 0.5% = £1,000.
There is no levy to pay
£250 (the unused portion of the £1,250 monthly
offset) is carried forward to May.

*
*

2 In May 2017, NI-able pay is only £150,000 x 0.5% = £750
and there is a cumulative levy offset of £1,500.
No levy is payable
£750 gets carried forward to June 2017.

*
*

Incentivising employers

The levy is designed to work
by incentivising employers to
offer apprenticeships in order
to receive funding towards
their training – not salary – via
a digital account, effectively a
repayment of some of the levy
they have paid over. Larger
businesses will find it difficult
to utilise the funds they pay
over; it’s a shame that digital
account funding cannot be
used within the
business’s supply
chain – only by the
direct employer
It’s a shame that
and on a regional
digital account
basis.
It is also a
funding cannot be
concern that
used within the
the management
business’s supply
of the accounts
will be particularly
chain – only by the
complex for
employer and on a
nationwide
employers and
regional basis
those who have
crossborder issues.

Detail on both the digital
account and how the levy will
be calculated and paid is still
sparse, partly because of the
European Union referendum,
which caused progress on so
many new policies to grind
to a halt.
As payroll software changes
for April 2017 need to be
designed, tested and signed
off by December 2016, let’s
hope that HMRC and the
Department for Business,
Innovation and Skills are keen
to engage with stakeholders
over the summer so this
new payroll tax doesn’t get
derailed by implementation –
or by a Brexit.
The levy guidance
published on 24 April
promised more to come
in June, October and
December; it can’t come a
moment too soon. ■
Kate Upcraft is a payroll
consultant
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Raiders of the lost tax

What should you do if you find yourself involved in a raid by HMRC? Tessa Lorimer
offers some advice and practical steps for how to be prepared
There have been some
high-profile examples of
raids on businesses in recent
months: Swiss authorities
raided the Geneva office of
HSBC; French prosecutors
raided Google’s Paris office
in relation to corporate tax
avoidance allegations; and
the Panamanian authorities
raided Mossack Fonseca’s
office following the leaks
of its clients’ information.
The reasons for these raids
may differ, but the planning
behind them and their
international consequences
reveal consistent patterns
from which we can draw
useful lessons in a UK
context.
HMRC tax fraud raids are
planned weeks in advance
and executed without
warning. Once a target is
identified, HMRC liaises
with its counterparts in the
National Crime Agency,
Serious Fraud Office and the
Financial Conduct Authority to
facilitate information-sharing
through its legal gateways.
International tax fraud
investigations are increasingly
common, and will be even
more so when automatic
sharing of tax information
between states comes into
full effect under the Common
Reporting Standard in 2017.
When HMRC has sufficient
information from abroad
to suspect tax fraud, it
can make use of mutual
administrative and legal
assistance treaty agreements
to ask foreign jurisdictions for
properties to be searched,
individuals to be interviewed,
computers to be imaged,
and banking documentation
to be obtained.

HMRC has a number
of liaison magistrates
stationed abroad, as well as a
permanent member seconded
to Eurojust, the European
Union’s judicial cooperation
unit, to facilitate judicial
cooperation between EU
member states.
On home turf, production
orders can be served on
third-party advisers and
suppliers of luxury goods,
such as cars and yachts, to
produce documentation.
Figures obtained by law firm
RPC show that HMRC issued
almost 1,500 production
orders to accountants and
lawyers in 2014-15, and a
total of 8,000 in the past five
years. In addition, HMRC can
use directed surveillance to
establish which properties the
target has access to so they
can request an appropriate
warrant for each premises.

Organised Crime and Police
Act 2005 disclosure notices
on third parties such as
solicitors, accountancy firms
and associated companies
to ensure the production
of relevant documentation
and securing of witness
statements at the same time
as the raid is taking place.

Contingency planning

While it may not be possible
to know in advance that a
raid is about to happen,
the damage of a raid can
be significantly mitigated
by having a strategic risk
management plan in place. It
is important, for example, to
ensure that training is given
to employees so they know
what powers are available to
HMRC when it conducts raids.
Employees should be given a
list of procedures that should
be followed in the event
of a raid. Key staff should
Search and seize
be aware of their individual
HMRC will coordinate the
responsibilities; not only
execution of the search
senior executives, but also
warrants both in the UK
receptionists – who are likely
and abroad to ensure
to be the first point of contact
that evidence isn’t lost or
– and the IT department –
destroyed. HMRC officers
which is likely to be present
will also serve Serious
when computers are imaged.
Companies
should make sure
they have a list
of key telephone
numbers available
for employees
to call in a crisis,
HMRC tax
and the client’s
fraud raids are
accountants and
planned weeks
lawyers should
feature high on the
in advance
list. It is advisable
and executed
to have a retainer
with a law firm
without warning
that specialises
in criminal tax

investigations, and companies
with offices abroad should also
have a similar retainer with
a law firm in that country to
ensure a similar service.

Search warrants
HMRC should produce
a search warrant when it
conducts a raid. A designated
employee should check
the warrant to ensure that
the name of the company
and the address relates
to the premises they are
proposing to search, and
that the date of the warrant
is still valid. The scope of
the documents and evidence
will be specified in the
warrant. Each investigator
should have an HMRC ID.
During the raid, each
investigator should be
shadowed by an employee,
who should make an
additional copy of each
document. The employee
should make sure that no
legally privileged documents
are seized and should also
ensure no documents are
taken that fall outside the
scope of the inquiry.
A note should be taken
of any questions from the
investigator, along with
answers given; care should be
taken to ensure that members
of staff don’t incriminate either
themselves or the company.
Legal professional
privilege should be
asserted over any legal
communications between
the company and its lawyers
that were created for the
purpose of actual or potential
litigation. Accountancy
advice isn’t privileged, so it is
essential that all key meetings
with clients should have a
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lawyer present so the meeting
notes can be protected by
legal professional privilege.
In such an event, HMRC will
instruct an independent
lawyer to look at the
documentation, and the
documentation will be sealed
and sent to independent
counsel to be assessed.
The individuals whom
HMRC believes are
responsible for tax fraud will
be arrested and taken to a
predetermined police station,
where HMRC will interview the
suspect under caution. This is
generally the first of several
interviews conducted over
the next few months, and it
is imperative that the suspect
has access to advice from a
lawyer who specialises in tax

fraud litigation to ensure they
are properly represented.

The aftermath
Immediately following a raid,
it is vital that an experienced
legal and accountancy team
is put in place to assess
the evidence seized and to
supervise the investigative
process on behalf of the
company.
Copies of the seized
documents, as well as the
electronically imaged data,
should be catalogued and
kept in a secure room so that
an internal audit can take
place and the best course
of defence action can be
determined. The physical
location of the documents
seized, as well as who

controlled the documentation
in question, is a good starting
point; that information is
often readily available from the
seized property logs compiled
by HMRC officers during the
raid. Other issues to manage
include the reputation of
the company, possible civil
litigation, and employment
law issues.
HMRC has access to more
information than ever before,
particularly from abroad, and
we can expect the frequency

of criminal tax investigations
to increase. The steps that
a company and its advisers
take before, during and after a
raid will have a major bearing
on the defence strategy
available to both the company
and the suspects involved in
the criminal investigation, as
well as the potential outcome
of that investigation. ■
Tessa Lorimer is special
counsel at legal firm Withers
withersworldwide.com
For more information:

Find guidance from the government on how criminal
investigations work at bit.ly/criminal-invest
See the Serious Fraud
Office website at bit.ly/SFO-info
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The view from

Ciaran O’Sullivan ACCA, senior financial accountant at
Micro Focus, with ambitions of becoming a finance director
I soon realised I wanted to move
into the corporate sector. I was
interested in seeing businesses
grow and develop. A move into the
corporate sector allowed me to be
an ‘accountant in business’, where I
could not only number-crunch but also
be involved in the strategic direction
and development of the business.

I began my career in practice, which
gave me an excellent grounding in
the basics of being an accountant
– from bookkeeping and accounts
preparation to tax returns and
payroll. While working full time, I studied
for ACCA during weekends and evenings
with BPP in Reading. I did it the hard way –
I began with only a couple of exemptions
and am proud of the fact that I passed my
last exam within four years of starting.
During this time, I had total
responsibility for all the accounting and
taxation affairs of a newly incorporated
UK subsidiary. For three years I oversaw
this international global software UK
subsidiary grow from a several hundredthousand turnover business into a several
million-pound turnover business.

I did it the hard
way and am proud
of the fact that
I passed my last
exam within four
years of starting

I joined Mi-Pay, which had recently
listed on AIM. I dealt with all the financial
reporting for the newly listed group.
External reporting and compliance work
had to be undertaken from scratch. I
enjoyed putting IFRS into practice for a
newly listed company – it really brought
the textbooks to life.
I am now at Micro Focus, a growing
FTSE 250 technology company. I work
in the group reporting team and
am involved in external financial
reporting on a day-to-day basis, as
well as contributing to separate entity
accounts and sections of the annual report.
The ACCA Qualification has given
me all the skills needed to be an
accountant in practice and industry. I
was able to put what I learned about tax
and financial reporting into practice in
my ‘day job’ before I completed all the
papers. Today I still refer to my textbooks
for papers P2 and P6. The notes I made
while studying are a useful reference for
some of the challenges I have faced at
both Mi-Pay and Micro Focus.
Qualifying was the result of a lot
of hard work. It gives me great
satisfaction to be an ACCA member. I
have a real sense of achievement
when accomplishing goals and objectives.
Over the next decade, there are
definitely career milestones I want
to achieve. The technology sector will
remain critically important, and I hope
it will offer many opportunities as I
work towards my goal of becoming
a finance director. ■

Snapshot: metals
For the past few years the metals
sector has been dominated by
the fallout of plummeting steel
prices. At their lowest, global
prices slumped by 50% against
pre-downturn heights. Generally,
this has been caused by an inherent
structural overcapacity and a lack
of international demand. This was
particularly evident during the
recent challenges faced by Tata
Steel and the wider sector in the UK.
There has been an upswing
recently, but this might well be
temporary. When the full effects
of Chinese steel’s recent record
production output hits the
European market, I would expect
prices to drop off again.
A supplementary issue is the
industry’s reliance on blast furnaces.
Because these are prohibitively
expensive to turn off, firms struggle
to moderate their output during a
downturn. It’s this lack of flexibility
that is causing market saturation and
falling prices. One alternative is the
less efficient, but more controllable,
electric arc furnace. Time will tell
if its adoption can help the sector
shake off this slump.
Despite all this, metals
remains a very interesting area to
work in. It requires all-rounders
with commercial, technical and
operational skills, as well as a grasp
of the shifting macroeconomic
environment. A background in
engineering and chemicals is ideal.
Stephen Cooper, partner and head
of industrial manufacturing at KPMG
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Profits squeeze

Competition for global corporate profits is heating up, so businesses must adjust
their long-term strategies to earn their fair share of future gains
The past 35 years have marked the
longest run of rising profits in the
post-war era. According to research
by the McKinsey Global Institute, from
1980 to 2013 global corporate post-tax
operating profits grew 30% faster than
global GDP; today they stand at 9.8%
of global GDP, up from 7.6% in 1980.
But McKinsey says this is the peak and
corporate profit growth will slow to 1% a
year over the next decade – a fifth of the
average rate over the past 35 years.
Global production and labour costs are
rising, while the competitive landscape
is becoming more complex. Established
businesses are being challenged by
innovation, new digital technologies and
fast-growing newcomers from the sharing
economy and fintech sectors. In the
meantime, Amazon, Google, Facebook
and Apple continue to increase their
global reach and have begun entering
travel, mortgage, insurance, telecoms,
food delivery and automotive markets.
Also, although North American
and Western European companies
now capture more than half of global
profits, McKinsey predicts they will
face slower profit growth as emerging
market companies continue to muscle
in on the global profits pool. In 2013,
these companies accounted for 32%
of global profits already, with China
leading the way (14%).

Political climate
The effects of international politics in the
years to come may dampen corporate
profits, too. Michael Mayer, professor of
strategy at the University of Bath’s School
of Management, says: ‘The political
environment will be less predictable
and potentially more salient than at
any other time since the Second World
War. The multi-polarity and fragility of
relationships is likely to play a greater
role in disrupting sector developments,
as well as company strategies.’
In this landscape of fiercer
competition, some businesses and
sectors are likely to do better than
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others, especially if they innovate and
digitise aspects of their operations.
Many bricks-and-mortar retailers have
done just that by opening up online
platforms. Now e-commerce is booming,
if the ever-increasing turnover figures
are anything to go by. According to
the European B2C E-commerce Report
2015, digital sales across Europe
reached around €477bn in 2015 and
are forecast at €540bn and €609bn
for 2016 and 2017 respectively.
‘Innovation is the best way to achieve
sustainable, profitable growth,’ confirms
Rony Zibara, managing director of
innovation strategy firm Fahrenheit 212.
But true innovation is not something that
just happens. ‘The difference between
having an innovation strategy and trying
to “be innovative” is the difference
between success and failure,’ Zibara
says. He explains: ‘You must identify your
profitable core, invest against it, and build
competitive barriers around it.’
To do this, Zibara recommends that
a business draws insights from four key
areas – the consumer, the sector, the
channel and the company – and then
synthesises the insights into a strategy that
addresses the four areas and provides a
foundation that is both compelling to the
market and unique to the company. ‘If you
take this approach, the result will be longterm value creation; the misunderstood
approach to innovation based upon mass
idea generation will result in the more
faddish, short-term returns,’ he says.

Long-term arsenal
McKinsey suggests that software, data,
algorithms and R&D are also new weapons
in the long game for profits. But having
all these in your armoury does not mean
automatic success, Zibara says. ‘There are
many companies sitting on a wealth of
R&D and big data, not knowing what to
do to make them more profitable.’
Similarly, there are many companies
sitting on significant intangible
assets not recorded on their balance
sheets. ‘These include trademarks,
domain names, websites, order books,
customer lists, copyright in training
materials and patents,’ says Jackie
Maguire, chief executive officer at
intellectual property services company
Coller IP. ‘In many cases, these
are tradable commodities with an
associated cash value. If they aren’t fully

commercialised and exploited, companies
could lose out on lucrative profit streams.’
Western companies should learn how
to play the long game from their emerging
market counterparts, McKinsey’s report
also recommends. ‘Most US and European
companies grow their businesses with
a focus on short-term profitability and
cost control, whereas emerging markets
companies focus on investment and
growth,’ confirms Graham Glover, director
of financial management company
JohnstonCampbell. He points out that
Chinese companies have grown several
times faster than their Western rivals over
the past decade. ‘They also take an active,
aggressive approach to M&A,’ he adds.
On the latter point, should European
companies follow suit? Mike Ogilvie,
accountant and profit coach with

‘Innovation is
the best way
to achieve
sustainable,
profitable growth’
The Profit Team consultancy, does not
think so. ‘With all the uncertainties
facing the European financial markets,
M&A is quite a risky strategy,’ he
says. He adds that reduction of fixed
overheads is a better long-term strategy
towards higher profitability. ‘Prepare
to outsource as many core activities
as possible to make your business
nimble and flexible,’ he says.
Customer-centricity also increases
profitability. According to Gallup’s survey
of business-to-business companies,
those with higher customer engagement
levels see 50% higher revenues and
34% higher profits. In the business-toconsumer sector, supporting customers
at every turn has the same effect. ‘One
of the easiest ways to increase profits
from e-commerce is to replicate the same
customer experience they would find in a
shop, and one of the most straightforward
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ways to do this is to introduce live chat
and customer support to online sales,’
says Stephen Parker, chief executive
officer at Parker Software.

Competitive edge
As competition for customers and
clients increases, building brand
loyalty should go hand in hand with
building a strong internal culture.
When customers, employees and
other stakeholders lose trust quickly,
‘a corporate culture that encourages
greater transparency and strong
ethics will ultimately improve business
performance and win client trust,’
says David Rush, director at cultural
diagnostics consultancy Alderbrooke.
Culture and values drive employee
engagement, which in turns drives
profits. Deloitte’s Global Human
Capital Trends 2016 report points
out that when a company’s culture is
aligned with its values, it attracts those
who feel comfortable in that culture,
which helps to motivate people.
However, recruitment itself is
currently a challenge: 38% of the
41,000 global employers surveyed by
Manpower in 2015 could not find the
talent they needed. The ageing trend
will only exacerbate these shortages.
McKinsey’s report points out that, in
advanced economies, one-third of
today’s workforce could retire in the
next two decades, and replacing them
with younger workers will not be easy.
Corporations are still learning
how to attract and retain millennials.
‘Career development and salaries are
hugely important to millennials, but
they also have more nuanced values
than previous generations,’ says
Matthew Wilcox, managing director at
recruiter Marks Sattin. He explains: ‘The
opportunity to work overseas, diversity
and inclusiveness programmes, as
well as customisable benefits, highly
influence millennial talent.’ ■
Iwona Tokc-Wilde, journalist
For more information:
Read McKinsey’s Play to win
report at bit.ly/McKprofits
See the European e-commerce
report at bit.ly/Ee-commerce
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Heading for new horizons

For growing companies, looking at overseas markets is a natural progression. But where
do you start? Former director-general of the CBI Lord Digby Jones shares his top tips
There comes a time in the life of a
growing company when thoughts turn
towards exporting. Perhaps you feel
you have explored the UK market as
far as possible – or perhaps a more
abundant natural market lies overseas.
Either way, where do you start?
A good place is to ask Lord Digby
Jones, former director-general of the
CBI and one of the best-known faces in
business (as well as being a crossbencher
in the House of Lords, he holds several
non-executive directorships and is
chairman of Triumph Motorcycles). Jones
recently took part in an ACCA webinar, in
which he shared his top tips for growing
companies that are planning to export. He
calls these the ‘five Ps’: product, people,
payment, pioneers and perseverance.
Product It is a basic requirement but
it is often overlooked: what sets your
product apart? ‘You’re going into a
market where 90% of consumers will be
able to get your product somewhere
else,’ says Jones. So how will you
compete? Price, of course, is one
option, as is value – could consumers
get more for the same money? But
Jones warns against competing on
price alone. ‘Make sure your product
does something that consumers can’t
get elsewhere. That might be the brand
– Britishness sells – or reputation, or it
might just have the wow factor.’
People ‘If you’re about to export for
the first time, know who your mates
are,’ says Jones. Advice is the most
important thing you will receive, so
ask for it – start with your supply chain
(‘use them shamelessly’) as well as the
small army of professional advisers
who are there to help – embassies,
lawyers and business advisers. But, he
adds, it is personal not virtual contact
that matters: ‘People need to shake
your hand and see the whites of your
eyes, and you will want to kick the tyres
of their business. Gut instinct matters.’
Payment Jones has a simple message
on payment: ‘Don’t be a fool – if you
don’t think you’ll be paid, don’t do it.’
Pioneers Just don’t be one. ‘The thing

*

*

*
*

*

with pioneers is that they usually ended
up with an arrow in their back,’ says
Jones. If you are thinking of entering
a market, let someone else do the
groundwork: ‘Look for fertile ground
and go in on the back of someone who
has already ploughed the field.’
Perseverance There is no easy route
to successful exporting – if there was,
everyone would be doing it. ‘It’s no use
just approaching an agent and thinking

‘People need to
shake your hand
and see the whites
of your eyes, and
you will want to
kick the tyres of
their business. Gut
instinct matters’

the job’s done,’ says Jones. ‘You have
to go to the market again and again.
Get on local radio and talk to the local
press – they will love to tell your story,
and you will get your brand more
widely known.’
If you get it right and work hard, exporting
will pay huge dividends. But, as Jones
points out, the benefits are not limited to
access to a bigger market: ‘The biggest
plus of all in exporting is that it helps your
business to be more competitive and
productive at home – partly because you
have to be competitive and productive if
you’re going to compete in an overseas
market, and partly because you learn so
much from others. Research shows that
those small businesses that export stand
an 80% chance of succeeding at home.’
So what are you waiting for? ■
Liz Fisher, journalist
For more information:
Watch the webinar ‘Unlocking
export’ at bit.ly/ABexportwebinar
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Alex Falcon Huerta FCCA, owner of Soaring Falcon
Accountancy and fan of cloud accounting
wanted to head in. I am really proud to be
at the front end of the digital shift in my
own practice.
Digital isn’t going away, and my
practice is on the cloud and paperless.
My clients are typically IT businesses,
creative types and startups. Many can
see how better software can make their
business more effective, and want realtime information.

I participated in the Young Enterprise
initiative at school, which fuelled
my passion to be an accountant and
business adviser. I chose to do voluntary
work in a local practice, where I learned
about balance sheets, and profit and loss
accounts. This involved the old paper
methods – a world away from how we
operate today.
I studied for AAT, which gave me a
good grounding in accountancy, then
the ACCA Qualification. I became a full
member in December 2007 and went on
to establish Soaring Falcon Accountancy
in April 2015. It has been a whirlwind first
year. The spark came five years ago when
I attended a conference that introduced
me to cloud accounting. It sounded
amazing and definitely the direction I

I am really proud
to be at the front
end of the digital
shift in my own
practice

Growth is coming through referrals
and my efforts to raise awareness of
my firm. I am developing a reputation
as a tech-savvy accountant. This includes
being an R&D specialist as well as a cloud
expert. I’ve also contributed to various
PR-type pieces, which have helped. I
recruited an accounts assistant to help
with the day-to-day management of
the practice and will shortly add a tax
specialist. Of course, technology supports
growth too. I’m a big fan of Xero and use
this 100%. I’m also a partner of Receipt
Bank, Practice Ignition and Digita.
Everyone wants their website to be
different and stand out. I kept this in
mind when designing my own site. I’m
sure the Our Vibe tab helps. I’m keen to
attract today’s entrepreneur because
they will grow with me, alongside my
own business.
The ACCA Qualification has supported
me in a number of ways. It was a great
blend of work and study, and allowed me
to learn so much about the fundamentals
around tax, accounts and audit. I know
many clients have selected me because
I am ACCA-qualified. It adds credibility,
but most importantly I have been trained
to understand their requirements as
a business. It proved both practical
and tough. It has given me the perfect
platform to flourish.
I spend my downtime largely in the
countryside. I enjoy going for walks,
visiting ruins and castles. I also find spa
days help recharge the batteries. ■

Snapshot: sustainability
What started as a trend is now a
deeply rooted practice globally.
The long-term value of any business
is now estimated on so much
more than its historical financial
performance. Innovation, customer
service, talent development, safety
and climate resilience are equally
important. Our own recent research
has shown that non-financial
elements are increasingly critical to
investors’ decision-making.
Over the years, the level
of disclosure of non-financial
performance information has
increased. In part, this is in response
to market pressure but also, in
the UK in particular, as a result of
mandatory reporting requirements
on topics such as carbon emissions,
human rights and diversity.
While there is broad agreement
that long-term value creation
is based on more than financial
performance, assurance over
non-financial information in annual
reports is still limited. It is still very
difficult to pick up an annual report
and quickly understand the factors
that are at the core of a business’s
strategic planning and the progress
it has made on meeting its targets.
Independent assurance over
non-financial information requires
not only auditing skills and
methodologies but also expertise
in areas such as the environment
or innovation, enabling claims of
genuine progress to be challenged.
Doug Johnston, partner, climate
change and sustainability services, EY
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Stand-out success

Tried-and-tested branding messages are getting lost in a crowded marketplace.
So what can a practitioner do to make their firm stand out from the rest?
Most accountancy firms build their
brands around client-centricity,
trust, value, quality and proactivity.
But, according to Tim Prizeman,
director at Kelso Consulting, who
has been advising accountancy firms
on branding for 25 years, that’s not
necessarily particularly effective.
‘Talking about client-centricity and
great service is as useful as trying
to win clients by boasting about
having lots of PCs,’ he says. ‘Even if
your client-centricity is off the scale,
prospects can’t verify your claim
until they experience it as a client.’
A study from market research
business Nielsen has found that
strong financial services brands
generate three times more market
share than those with a lacklustre
identity. But many smaller service
providers struggle to develop an
identity that will set them apart from
the competition. They simply hope
their brand will speak for itself and new
clients will eventually flock in. ‘It’s a big
challenge to describe your practice
in a compelling way that makes you
memorable among the mass of similar
firms,’ Prizeman says.

Unique attributes
As a first step towards a better brand
identity, branding experts suggest
developing a unique value proposition.
To arrive at your UVP, you need to ask
yourself what pain your prospective
clients have, and how you can ease it.
The only problem here for accountancy
clients is that the basic pain points are
the same – wanting to pay less tax, for
instance – so most firms’ propositions
look the same too.
Prizeman blames bland brand
messaging on lack of strategic focus. ‘If
your strategy is to appeal to all SMEs
in a 50-mile radius, your proposition
is likely to be similar to that of all
the other firms in the area doing the

same thing,’ he says. ‘Find what is truly
distinctive about your firm – it could be
sector focus, specialist knowledge or
your personality.’
The key here is to drill right the way
down to those individuals who are most
likely to buy your services, and then
appeal to their precise needs and the
specific challenges they face. ‘Many
accountants don’t want to specialise, but
that doesn’t mean you shouldn’t position
yourself that way to prospective clients,’
Prizeman points out. ‘You mustn’t confuse
what you want (a broad general practice)
with what is appealing to prospects
(someone who will understand their
business and their needs).’
Like many other small and mediumsized firms, Manchester-based Alexander
& Co provides core advice to family-run
businesses. ‘But in order to stand out,
we recognised we also had to specialise
in certain aspects of the market,’ says
partner Stephen Verber. The firm chose to
add expertise in corporate and acquisition
tax planning and forensic accounting,
which led to ongoing relationships with
introducers of private equity firms and
lawyers. ‘Forty years of doing business
with a select number of finance providers
means we can find finance for businesses
where other advisers may struggle,’ says
Verber. Not bad for a UVP.

‘If your strategy
is to appeal to
all SMEs in a 50mile radius, your
proposition is
likely to be similar
to that of many
firms in the area’
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Most firms identify service as a unique
selling point. It’s not, although the way
you deliver it could be. Simon Paterson,
head of audit and business advisory at
accountancy firm RJP in Surrey, says: ‘We
are personable, approachable and easily
reachable for clients. Also, very often it’s
the little things that clients remember – a
decent cup of coffee and parking spaces.’
Any claims you do make, you need
to be able to back up. ‘For a brand’s
messages to be effective, they must be
true,’ says Sarah-Jane Freni, account
director at Shooting Star PR.
RJP’s proof of client satisfaction comes
in the form of statistics published on
the landing page of the firm’s website:
‘Ninety percent of clients come from
personal recommendations, and our client
retention rate during the last three years
was over 95%, making us one of the most
sought after accountants in Surrey.’ There
is also a webpage with case studies so any
potential clients can take comfort from
hard numbers and facts.
Thought-leadership or genuinely useful
ideas are also sources of differentiation.
‘Generating thought-provoking insights
that offer clients a fresh take on the
challenges they face and packaging that
thinking in an engaging, compelling way
is key to establishing a unique position
in the market,’ says Julia Burns, senior
account director at B2B marketing and PR
consultancy Man Bites Dog.
RJP’s Livewire blog, which has been
running since 2009, does just this, says
Paterson. ‘It’s full of up-to-date content
and expert tips, and it’s great for search
engine optimisation because we have a
large footprint on Google with a lot of
referring links.’

Getting heard
Once you find your UVP or unique
selling point (USP), you need to get your
branding message out in your online and
offline interactions with prospects.
‘It’s not about putting together a
catchy tagline or a few sentences of
corporate jargon that you repeat over and
over again,’ says Freni. They need to be
words that you can weave naturally into
conversations. In time, they will influence
the way people think about your brand
and why they should prefer you over
the competition.’
According to Nielsen, creating a
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distinctive image (for example, your
business name, the look and feel of
your website, your logo and your
colour palette) can take you 51% of the
way to a differentiated brand.
Traditionally, accountancy
firms have used the surnames of
the founders in their name. While
these names often sound solid
and professional, they are not as
memorable as firms with ‘cheap’,
‘cheaper’, ‘low-cost’ or ‘change’ in
their title. That said, though, a catchy
name alone is no longer a guarantee
that your brand will stand out.
Paul Bulpitt is director at online
accountancy firm The Wow Company.
He says: ‘Just being called Wow was
enough to stand out 10 years ago;
today, one of the key messages we
want people to take away is: we’ll take
care of you.’ Another Wow message is
that using its accountancy services is as
easy and hassle-free as ordering a pizza:
step 1, the base (choose the service);
step 2, pick your toppings (for example,
meet your accountant twice a year);
step 3, side orders (additional services);
and step 4, ‘We’ll sprinkle on our secret
ingredient’. Prizeman says: ‘As soon as
you look at their website, you can’t help
thinking that these guys are different
and it must be great to work with
them. It just goes to show that small
accountants can stand out through
tapping into personality and emotion.’
Stand-out professional logos and
colour palettes stay well clear of the
maroons and teals that were appealing
two decades ago. RJP’s website
uses the traditional navy blue, but
with heavy accents of vibrant orange
and a few playful graphics. ‘Many
of our local competitors favour the
more traditional business imagery,
but we have gone for something
more adventurous and individual,’
says Paterson. ■
Iwona Tokc-Wilde, journalist
For more information:
See also ACCA’s Financial
management and business
success – a guide for
entrepreneurs at bit.ly/ACCAfinman and share with clients
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The view from

Andi Lonnen FCCA, founder and director of Finance
Training Academy, whose clients include the NHS
has worked – or still works – in the NHS,
so they understand the issues and what
it’s like for the client.
Growing the business is the biggest
challenge in a competitive environment.
Fortunately, our financial friends in the
NHS keep wanting more training, and
we are very happy to oblige. I would love
to do more to reduce the administrative
burden that plagues small businesses
as much as great institutions such as
the NHS.

I deliver finance training in the UK
and overseas, often with finance
professionals in the NHS and other
public bodies. The aim is to help to
convert them ‘from bean counter to
business partner’. On any particular day
I might be in business development or
sales meetings, networking, marketing,
researching and designing new
courses, or keeping up to date with the
administration or accounts.
As managing director, I’m responsible
for the whole business. I have a small
but growing team of talented trainers who
help deliver the courses.
My training team frees up my time
to grow the business and help more
people. A good proportion of the team

I recommend
getting
comfortable
with being
uncomfortable –
it’s the only way
to grow

My advice to others is to think about
the 80/20 rule: what 20% of your
time and effort will produce 80% of
your results? I also recommend getting
comfortable with being uncomfortable
– it’s the only way to grow. More than
anything, though, the best tip of all is to
just go for it! Try anything – what’s the
worst that could happen? Many famous
businesspeople have failed and then
gone on to achieve success.
My biggest professional achievements
have been in qualifying as an ACCA,
becoming an FD and speaking at my
first ACCA and NHS conferences.
Another was getting my first business
book published: Be Fabulous at Finance.
I’m a keen cyclist and I particularly love
cycle-touring. I’ve toured in the French
Alps, the Pyrenees, Switzerland, Spain,
Corsica, and Land’s End to John o’ Groats,
as well as cycling from the north to the
south of France. I’ve written a book of
my adventures – My Summer Sabbatical:
Cycling Across Switzerland and France –
which I am happy to say is in the top 1%
of sales on Amazon. ■

Going public
Visit accaglobal.com/uk/
publicservices for more insights
on public services and the not-forprofit sector

Snapshot:
local government
Cuts in government grant and
greater demand for social services
mean an ever worsening financial
squeeze for local authorities.
PwC’s latest annual Local State
We’re In survey found just 18% of
councils were confident they can
make the required financial savings
over the next five years. PwC
partner Jonathan House says there
are some fundamental changes
under way that will transform
how local government finance
departments operate.
‘First, while in the past
much of the focus has been on
cost reduction and managing
expenditure, increasingly this
will be balanced with a greater
emphasis on income and leveraging
the proceeds of growth. Finance
departments need to think creatively
about how they can generate the
income streams they need.
‘Second, as councils are
increasingly working with other
public sector partners, finance
teams need to develop knowledge
of the different treatment of funds
needed by new models of delivery
and new organisations.
‘Third, finance teams will have
to carefully assess their appetite
for risk given the shift to incentivebased funding and new flexibilities.
The move to business-rate funding
will fundamentally impact the
way councils approach financial
management, while more flexibility
– for example, over the use of
assets – also comes with new risks.’
Paul Gosling, journalist
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University challenge

John Cunningham FCCA, FD of Manchester Metropolitan University, explains how the
institution is responding to the funding revolution that replaced grants with fees

2012

Appointed
director of
finance at
Manchester
Metropolitan
University

CV

2004

Appointed director of finance at
De Montfort University, Leicester

2001

Appointed director of finance,
UMIST

1992

Became an FCCA

1987

Qualified as ACCA member

1984

Started as administrative assistant
in the finance department of the
University of Manchester

1982

Joined Peat Marwick Mitchell

John Cunningham, finance director of
Manchester Metropolitan University,
recollects clearly why he chose to
be a finance professional in higher
education. ‘I wanted to work in
an environment that promoted
the positive, social, economic and
transformational impacts that education
provides,’ he says. That motivation
remains true for Cunningham today,
despite the fact that the structure and
funding of higher education since he
joined the sector has gone through
revolutionary change.

Loans, not grants
The replacement in 2012 of direct grant
payments with a new student loan and
tuition fee regime was designed to
enhance competition. ‘The government
was explicitly seeking to create a market
in higher education,’ Cunningham
explains. ‘Tuition fees moved the
university from being largely reliant on
government grant to needing to directly
earn that income. So we need to attract
and maintain income from students and
ensure we are meeting their needs.’
Universities now find themselves
having to treat students as customers,
personalising services to their needs and

ensuring a positive student experience.
This means more than providing
high-quality teaching and supporting
academic achievement. Manchester
Metropolitan has upgraded its campus
and put in longer-term and more
strategic investment planning. Students
demand excellent lecture rooms and
fast broadband, both on campus and in
student accommodation.
While some universities leave student
housing to the private sector, Manchester
Metropolitan believes accommodation is
an essential part of students’ experience
and an important factor in their

»

‘Tuition fees moved
the university
from being
largely reliant
on government
grant to needing
to directly earn
that income’
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choice of university. It owns 1,922 bed
spaces for students and manages another
1,984 through leases.
‘Good-quality housing helps
with student success and retention,’
Cunningham says. ‘A lot of students are
looking to make friends in a safe, social
environment. They are looking, if possible,
to be within close walking distance of
campus. We can offer much more than
private sector accommodation providers
can. We may not match the private sector
at the premium end of the market, but we
can beat them on the student living and
learning environment.’
A 10-year estates rationalisation
programme has seen Manchester
Metropolitan consolidate its presence
to Manchester and Crewe, reducing
seven campuses to two to make it easier
and more pleasant to move around
the university. The initial phase of the
consolidation cost £350m, funded mostly
through internal cash balances, with some
capital grant from the Higher Education
Funding Council for England (HEFCE).
About 10% of the capital cost was raised
from bank lending.
Some 80% of the university’s funding
comes from tuition fees and education
contracts, but Manchester Metropolitan
is keen to diversify its income base. It
wants to increase international student
numbers: 5% of its students come from
overseas, compared with a sector average
of 13%. It is developing relationships with
international partner institutions carefully
to ensure they meet its quality threshold.

Well connected
Manchester Metropolitan has built up
several commercial relationships in recent
years. ‘We need to attract other funders,’
explains Cunningham. ‘We have quite
a healthy CPD and bespoke education
programme, working with Goldman
Sachs, Tesco, HMRC, the Law Society and
a number of other global commercial
bodies such as HSBC and GSK.’
The university is also developing
research and teaching opportunities with
Manchester City FC.
Manchester has great strengths as
a location. Its two Premiership football
clubs and its music scene have made it a
globally famous city. It has more students
than any other city in Europe, with the
University of Manchester literally next
door to Manchester Metropolitan.
But even though the latter is a
‘new university’ – before 1992 it was

‘We are a large full-service modern
university offering a breadth of courses
that can only be matched by a small
number of UK universities.
‘Our business school is very important
to us. It is rightly recognised as part of an
elite global group of business schools with
the prestigious AACSB [Association to
Advance Collegiate Schools of Business]
accreditation. It is an institution in itself
– virtually the size of a small university.
And for international students, it offers
business and management programmes
that are particularly attractive.’

Private outlook

Manchester Polytechnic – and the
University of Manchester is a member
of the prestigious Russell Group,
there is no inferiority complex at
Manchester Metropolitan.
‘We have a rich history and can trace
our roots back to 1824,’ says Cunningham.
‘In some areas they’re our competitors;
in others they’re not; and in some areas
we work in partnership. The nature of the
universities is different. The demographics
of many of our students is different, but
there is an element of differentiation both
between us and within the market.

37,000+

Students across
two campuses

£270.6m
Revenue for
year ending
July 2015

Basics

£23.4m

Surplus for year ending July 2015

£58.6m

Net funds as at July 2015

£350m

Capital investment programme
completed

£200m+

New capital investment programme
planned

Manchester Metropolitan is not worried
by private sector competition eating
into its business. ‘It is making us more
business-like and commercially minded,
but we must remember we are not a
private business,’ Cunningham argues.
‘We are a university business. We are
not here to generate a profit to go to
shareholders. Any surplus we create is
reinvested on our intellectual capabilities
and in our mission – in our staff and
our students.’
Yet Cunningham recognises the
need to adapt and innovate. ‘We are
sector-leading within the new area of
degree apprenticeships,’ he says. ‘We
also have an opportunity to do more with
online learning and with our external
engagement with businesses and SMEs.’
Manchester Metropolitan is particularly
keen to develop its education offering.
‘It is a marketplace that can be better
developed in terms of what the university
can offer.’
The postgraduate market generally
is an exciting one. Cunningham
explains: ‘We are on the cusp of change
there, with the introduction of loans
for postgraduates. Student loans are
embedded now for undergraduates
and demand hasn’t slackened; in fact,
it is buoyant. Part-time postgraduate is
another market opportunity.’
Cunningham describes his career
development as being enabled by ‘an
in-depth understanding of the business,
strong people skills and being forwardlooking, challenging but supportive
and solutions-driven’. It is an approach
that has served him well and would, he
suggests, be equally useful to others who
want to reach the top of the university
finance profession. ■
Paul Gosling, journalist
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► The panda and the
pocket money
Quin Thong, co-author of a
wealth management book
for children, with Cha Cha
the panda – the mentor
who helps children learn
how to save, what to share
and when to spend their
pocket money

Cha Cha takes a bow

A book promoting financial literacy for children is the result of a collaboration between
two ACCA members from different parts of the world
During a visit to the Korangi
area of Karachi, Pakistan, in
2013, Hong Kong-based CFO
Quin SQ Thong FCCA was
teaching a class of children
about financial literacy when
a boy raised his hand and
gave her a ‘eureka’ moment.
‘As part of my lesson, I
asked children what they
needed and what they wanted.
So this tiny boy, maybe eight
years old, put up his hand and
said: “Miss, I want a sweet,
though I need a book.” I’d
never heard the contrast put

so well. But it also made me
think: what book could I give
him to transform his life?’
There weren’t many
foreigners going to
impoverished places like
Korangi, at least not to teach
children about managing
finances, and her visit made a
splash. The following day the
CEO of one of the country’s
biggest banks got in touch to
suggest she write a book on
financial literacy for children.
The seed was sown, but
Quin wasn’t a writer, though

she had authored an illustrated
book called Weaving
Rainbows in the Himalayas
– The Art of Bhutanese Scarf
Tying for her social enterprise
in Bhutan, Ana by Karma,
which helps women scarfweavers make a living from
their work.
While Quin mulled it all
over back in Hong Kong,
a friend introduced her to
fellow FCCA Malik Mirza, a
CFO based in Islamabad.
They had much in common,
inclucing a shared passion

for communicating and
educating. Mirza had also
worked on social programmes
and was the author of a
book on time management:
Time Flies – Do You Want to
Take a Ride?
It made perfect sense to
collaborate, but that’s easier
said than done when you’ve
never met, barely know each
other, and not only live in
different countries but in
different time zones.
Still, encouraged by a
chance meeting with

»
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◄► The foundations
of financial literacy
Primary school children
getting to grips with the
key money management
concepts of sharing,
saving and spending by
using an illustrated book
written by accountants Quin
Thong and Malik Mirza

Ameena Saiyid, Oxford
University Press Pakistan’s
managing director, they set
out on a journey to write
Cha Cha and the Forest of
Wisdom: The Art of Wealth
Management, a book on
financial literacy for children.
They say that ACCA
membership was key in getting
the project off the ground. ‘I
realised for the first time that
having a global qualification
matters,’ says Mirza. ‘It meant
that Quin could relate to me,
which was the first step to us
working together – this was
truly exciting.’
‘Knowing he’s an
accountant, an ACCA, I felt
a fraternal bond, as though
we went to the same school,’
says Quin.

Sharing, spending, saving
Little had been written in the
way of material for financial
literacy for children, says Mirza.
‘We realised that we should
produce something that takes
children through the key
concepts of sharing, spending
and saving.’
Via early morning Skype
calls, emails and WhatsApp
messages, they plugged away.
Quin’s teaching experience
gave the book its direction,
while Mirza developed and
wrote the stories.
First they developed
the characters. According
to Chinese folklore, a Ming
dynasty empress used pandas
as diplomats, and Quin had
successfully used the animal
during lessons to represent a

and the boy
Sam – names that
‘The book helps
are not culturally
or linguistically
children respond
exclusive.
to concepts that
The book
follows Cha Cha
many adults find
as he guides the
difficult to grasp.
pair through the
key principles of
They go home
financial literacy:
and teach their
wealth is more
than money; the
parents’
difference between
need and want;
saving, spending
level-headed ‘guide’ figure.
and sharing; and setting goals.
They decided on the name
After 18 months of work,
Cha Cha for the panda, which
the book was launched at the
means uncle in Urdu and wise
Children’s Literature Festival in
man in Chinese.
Karachi in February 2016 and
They also felt the book
published by Oxford University
should have a boy and a girl,
Press. The concepts that it
to make it relatable to as
uses are aligned with the
many children as possible.
World Bank’s vision of financial
They called the girl Aimee
inclusivity – UFA 2020, which

»
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Quin SQ Thong FCCA
Quin SQ Thong FCCA is the Greater China CFO
for Baronsmead Consulting, where she specialises
in corporate strategy, operational excellence and
performance transformation. Originally from Malaysia, she
worked at PwC before moving to Hong Kong in 1998 to
work as FD for TNS Global, a market research business
now owned by WPP. As part of a ‘corporate doctor’ team,
she then helped to revive the fortunes of then UK footwear
company Texon International Group.
Following this, she moved to property company DTZ
as its north Asia chief operating officer. Having impressed
by engineering a five-year business plan to strengthen the
company’s growth, she was seconded to DTZ’s London HQ
as head of strategy, followed by a posting to Shanghai.
In 2012 she returned to Hong Kong, holding interim
finance roles before taking up her current position in 2014.
She also runs the social enterprise Ana by Karma.

Malik Mirza FCCA, FCA
After doing his accountancy training with PwC network
firm AF Ferguson in Islamabad, Malik Mirza’s career in
Pakistan took off. He moved from managing assurance
and advisory services at AF Ferguson to a multinational
manufacturing company as an internal audit manager.
Since 2004, the banking sector has been his stomping
ground. Focusing on microfinance, he joined First
Microfinance Bank as head of finance and company
secretary. In 2007 he moved to Transworld Associates as a
senior finance manager.
In January 2013, he moved to U Microfinance Bank
as CFO and company secretary, developing the financial
system to support a branchless banking system. He has
recently moved to Finman Group as managing director,
providing advisory, training and recruitment services.
He has created a blog for mentoring and sharing ideas
from management and business books. He also runs
professional skills training sessions for young people, and
conducts financial analysis and management workshops.
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stands for Universal Financial
Access by 2020.
According to the World
Bank, ‘UFA 2020 envisions that
adults worldwide – women and
men alike – will be able to have
access to a transaction account
or an electronic instrument to
store money, send payments
and receive deposits as
the basic building block to
manage their financial lives.’
The plan targets giving access
to a transaction account to a
billion people in 25 countries
where 73% of all financially
excluded people live.
‘In Pakistan only about
12%-13% of people have a
bank account,’ says Mirza. ‘So
the idea is to do something
that contributes to changing
this. If we want adults to have
bank accounts, the right time
is to start early. That’s how we
came up with the idea that
there should be something to
educate children.’
So how do children
respond to concepts that many
adults find difficult to grasp?
‘Very well,’ says Quin. ‘They go
home and teach their parents.’
The core message of the
book revolves around the
concept of wealth being more

▲ Spreading
the word
Quin Thong and Malik
Mirza at the Karachi
Children’s Literacy Festival
in February 2016 showing
a group of teachers how to
use the book in class
than money, and encapsulates
time and knowledge, and that
these are equally valuable and
equally tradable. ‘It’s not just
about donating your money
– time is wealth,’ says Quin.
‘You can share your toys or
your books, or if you’re good
at maths, share that knowledge
with a friend at school. The
concept of sharing is global
and you can see a lot of kids
can share a lot of their wealth.’

Universal message
The authors see the book as
having a global statement
that can be understood
across cultures, borders and
economic standing. While the
idea may have been sown in
an emerging economy, the
scope is international.
‘We’re developing this
as a message, not solely as
a book,’ says Quin. ‘There
should be a financial literacy

workbook for children, and
a training programme for
teachers to teach the subject
in the classroom.
‘We’re at the stage
of engaging financial
institutions, governments
and corporations, as they’re
the people to go to schools
and get the children opening
accounts. The book is just the
first stage.’
‘It’s been received well,’
says Mirza. ‘Parents I speak to
say that these are concepts
they want their children to
learn and now they have
something. I’m aiming
for five million book sales
and covering around 500
schools with the programme,

spreading the message as
far as possible, getting as
many children with bank
accounts and seeing how the
international market reacts.’
If the crux of their
programme is about sharing
wealth, then the book itself
is testament to this, with the
collaboration involving a
sharing of skills, strengths and
vision to create something of
singular value.
And the whole thing grew
out of a boy putting his hand
up in class. ‘One day I want to
give that little boy in Korangi
his own copy of the book,’
says Quin. ■
Neil Johnson, journalist

Cha Cha and the Forest of
Wisdom: The Art of Wealth
Management is written
by Quin SQ Thong and
Malik Mirza, and published
by Oxford University
Press. It teaches money
management, is aimed
at children over eight
and costs PKR450 (US$4).
For more, go to bit.ly/
FinancePanda.
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Members come up trumps

ACCA’s Advocacy Awards, recognising the best achievements of network panel members
across the UK, were presented at the annual Member Engagement Conference
ACCA’s annual Member
Engagement Conference, held
in May in Solihull, brought
together 120 representatives
from member network panels
across the UK, plus Council
members, ACCA’s executive
team and senior staff. The
event included updates on
ACCA’s strategy and plans for
2016-17 and beyond.
ACCA’s Advocacy Awards,
which recognise the best
achievements of network panel
members, were also presented
– by Brian McEnery, deputy
president of ACCA.

Outstanding
contribution

Edith Yembra
(Women’s South East)
The outstanding contribution
award recognises the
consistent contribution over
several years of an individual
who has been instrumental in
developing their network.
Edith Yembra has been
chair of the Women’s South
East Members’ Network
since 2011 and is also a
member of ACCA’s Strategic
Implementation Committee
and International Assembly.
She championed the Women
on Boards dinner in 2015 and
is a member of the Women’s
Executive Network. She was
recognised for being a stalwart
in her support of the Women’s
South East Network panel.

Advocate of the year

Liz Blackburn (Edinburgh and
Financial Services) and Barry
Gill (Northern Counties)
The advocate of the year
award recognises the
contribution that a member
has made to promote the
profession and actively inspire

the accountants of tomorrow.
This year we had joint winners.
Liz Blackburn is chair of
the Edinburgh and East of
Scotland Network panel and
vice chair of the Financial
Services Member Network
panel. Through her day job
at RBS, Blackburn supports
the bank’s early careers team
in developing its finance
graduates and apprenticeships.
She introduced the ACCA
business development team
to RBS, where she is an ACCA
mentor and has developed a
network of ACCA members
and students. She is also
a mentor for Edinburgh
Napier University.
Barry Gill has been a
member of the Northern
Counties panel since 2013
and has arranged a number
of events that have helped
promote ACCA and inspire
the accountants of tomorrow.
Barry represented ACCA at

Newcastle Business School’s
first alumni professional
bodies event, participated
in the ACCA Advantage
online careers event, and
presented on behalf of ACCA
at a ‘Life after AAT’ event
hosted by training provider
Kaplan Financial.

Panel of the year

Swansea and West Wales
The panel of the year award,
collected by members Claire
Jenkins and Steven Flather,
recognises a panel for its joint
commitment and innovation
over the past 12 months.
The Swansea and West
Wales panel was recognised
as being a true team, working
together to promote ACCA
to students, businesses
and employers, whilst also
engaging with members
across a wide geographic area.
Partnerships with the
Institute of Directors Wales

▲ Congratulations

Brian McEnery, deputy
president of ACCA,
presents Advocacy Awards
to (clockwise from top left)
Edith Yembra; Barry Gill; Liz
Blackburn; Claire Jenkins
and Steve Flather
and Swansea School of
Management have created
networking opportunities,
gained sponsorship and
raised the profile of ACCA
with businesses and
potential students.
Panel members have
shown their commitment
by being guest speakers,
presenting awards, attending
public sector regional focus
groups, and speaking at the
Leading Wales awards. They
have represented ACCA
at the Welsh Sustainability
Forum and have presented
at the Swansea Professional
Networks event. ■
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Upcoming events

ACCA UK runs an exciting programme of talks, lectures and workshops organised for
members across the country. Here are some highlights of upcoming events
England
Bank of England
economic update

11 July, Canterbury, free
This event gives an overview
of the current economy and
where it is heading, including
whether we are anticipating a
rise in base rates.

Greggs – from bakery to
food-on-the-go

13 July, Newcastle-UponTyne, free
Richard Hutton FCA, finance
director, and Duncan Smith
FCCA, head of finance at
national bakery chain Greggs,
will discuss the transformation
of the business and the key role
finance has played.

Cybersecurity for internal
auditors (IAs)

20 July, 10.00-11.00
This webinar looks at why every
organisation should have a
reaction plan for managing
an attack. Considerations
include who can authorise a
control shutdown or isolation,
and internal and external
communications.

Cybersecurity and
outsourcing for IAs

24 August, 10.00-11.00
This webinar explores
the importance of
having assurance
over the cybersecurity
of your suppliers, including
setting audit requirements
for those suppliers.

Professional courses
Summer update for
practitioners: taxation

9 July, London, £142
(multiple-booking discounts)
This update looks at recent
changes and practical
implications in the areas of
corporate tax, personal tax,
capital gains tax, inheritance
tax, payroll taxes and VAT.

Interpreting accounts
and reporting relevant
information

12 July, London, £509
This course analyses the
reasons why the interpretation
of accounts is about more
than just looking at the profit
for the year and drawing

some general conclusions,
and explores the way
that proper interpretation
can affect subsequent
reporting.

Drilling down into
financial statements

13 July, London, £509
This course addresses the
more complex aspects of
financial reporting, allowing
you to identify and calculate
appropriate measures for
benchmarking and further
analysis. ■
For more information:
Find details of all these
events at accaglobal.
com/events
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Meet your Council

A new area of our website asks members of ACCA’s Council – elected by the wider
membership – about their careers and experiences. Here’s a taster of what they say
A Rosanna Choi
Partner, CWCC, Hong Kong
ACCA gave me the chance
to obtain its professional
qualification. This opened
the door for my career
development, and
I am grateful for it.
F
By serving
on the Council, I
have become a
sounding board for
fellow members,
and part of a
global thinktank to
decide strategies
for the sustainable
development
of ACCA.
With more
competition from
more practices,
large and small,
my firm is not competing
on price but on services. In
developing the depth and
width of our services and
markets, I am inspired by
ACCA’s research and insights,
which help further the
science of accountancy.
B Anthony Harbinson
Director of safer
communities, Department
of Justice, Northern Ireland
On Friday 4
November 1983,
A
in the final year
of my degree at
the then Ulster
Polytechnic, I was
in a classroom
when a bomb
went off. It killed
three people
in the room
next door. I was
trapped under a
brick wall looking
at a dead body.
It was a life-

defining moment and left me
with a feeling that I wanted
to make a difference and
change this world.
I became an accountant
because I’m dyslexic.

those working in wealthier
countries are acting in an
ethical and professional way,
and not exploiting those
people trying to develop
emerging economies.

to a senior manager, and
this means a change in roles
and responsibilities.
As professionals, we have
to realise the expectations
of the public that we will
D

‘The relevance
and reach of ACCA
means I can give
something back.
But I can also learn
so much from
ACCA colleagues
across the world’
I thought it would be 95%
about numbers and 5%
about words. I got it wrong
– it is the other way round!
You spend most of your time
explaining and negotiating
the numbers.
For me, the role of
the accountant is about
sustainability. Accountants
are essential to help take
the third world into the
first world, and ensure

C Hemraz Hoolash
Risk and treasury manager,
State Trading Corporation,
Mauritius
Being a Council member
is a great opportunity
to contribute to the
profession and to ACCA.
Being a member of a
professional body means
greater responsibility to
society. I have moved from
the position of an accountant

work in their interest first.
It is important that we live
up to their expectations as
we ultimately earn our living
by providing our services
to them.
The most important
parts of being on Council
are the ambassadorial role,
and the work I do when
Council meets at breakout
sessions, such as on strategy
development. It’s very
C

‘The main purpose
of my serving on
Council is to act
as a sounding
board for ACCA
members and to
help shape the
future of ACCA’
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E

‘I have had such
a wonderful and
varied career –
from working my
way up through
the ranks to
ultimately being
the FD of a plc’
B

‘We have to
support the
profession
because we are
the profession.
That is why my
membership
matters to me’

have sat on
many of the
committees
and chaired
‘In 2010, I became
a few too.
This, for me,
the first female
is where all
ever to be elected
the hard work
is undertaken
to sit on the
as we work
board of any
with the
ACCA
stock exchange in
teams to
Pakistan’
understand
and help
shape the
satisfying to do this
outcomes for the future.
work, and an honour.
As Council members, we
are there to fully discuss
D Lynne Hunt
any issues and challenge
LAH Accounting, UK
decisions if required – we
My role as Council
cannot be silent, and we get
member is very
fully involved in discussions.
important to me, as
E Ayla Majid
we contribute to the

81

having overcome them, I
think they ended up being
opportunities that helped
me grow. The challenges
have included dealing with
situations where I had to say
no to corruption, stand up
against unethical practices
and see a way through an
environment weighed down
by red tape.
I am passionate about
supporting women in their
careers whenever I can. I
am a strong advocate of
women being represented
on boards, as it provides
diversity and brings a unique
perspective to organisational
decision-making. At the
same time, it offers women
an opportunity to act at a
strategic level.

F Joseph Owolabi
CEO, CAMCO, Pakistan
Senior manager, EY, Nigeria
Being on ACCA’s Council
I am now leading the
gives me an absolute sense
climate change practice
of pride. It’s a position
for EY in West Africa.
of great
ACCA demonstrates
responsibility
that while I have an
that entails
academic background, I
looking
also have strong technical
‘My financial
after the
accountancy ability. It
expertise has
interests of
shows that I have honed
stakeholders,
my business skills at a
guided my career
including
professional level. It’s an
decisions and
members,
accreditation that is of
students,
value to employers.
given me courage
employers,
The professional
to follow what
the
accountant’s role goes above
organisation
and beyond the numbers –
I am passionate
itself, and
we can see the trends, and
about’
society
we can make the links to
at large.
strategy and innovation.
I’m
The ACCA Qualification is
what our decisions
particularly passionate
helping to lead this change
mean to students and
about developing markets
because it gives people
members, and how
so that ACCA continues
the big picture. ACCA
we can help them to
to be successful and can
members are more businessachieve their career
enhance the recognition of
orientated, and can help
aspirations.
its members and increase
with strategic issues, such
I feel that, as a
their employability.
as when a company needs
Council member, I
I have had numerous
to innovate or deal with
am at the pinnacle of
challenges in my career, but
climate change.
my career and able to
For more information:
bring my experience
to the discussions.
Find out more about the lives and careers of
During my nine
ACCA Council members at bit.ly/ACCA-C-members
years on Council, I

strategic direction of
the organisation.
My aim on Council
is always to think about
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Inside ACCA
80 Meet your Council
ACCA Council members
talk about their careers

Masterful speeches
ACCA and the University of London celebrate the world‘s first
integrated study programme at an event at the Barbican

79 Events
The winners of ACCA's
Advocacy Awards, plus
lectures and workshops

The joint partnership
between ACCA and the
University of London,
which delivers the world’s
first integrated masters in
professional accountancy, was
celebrated in speeches from
the university's chancellor,
Princess Anne (pictured), and
the vice chancellor, Professor
Sir Adrian Smith.
The recent graduation
ceremony for the university's
international programmes was
attended by students from all
over the world at the Barbican
Centre in London. More than
80 countries were represented
at the event by graduates and
their guests, academics and
dignitaries.
ACCA and the University
of London have been
collaborating for a number of
years to produce the course
– the world’s first integrated
programme that allows
students to study for their MSc
with the university while taking
the ACCA Qualification.
Both organisations have a
worldwide presence, and the
university is regarded as ‘the
world’s largest classroom’. ■

28 President
Reflecting on ACCA’s
journey to the opening
of its 100th office

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.

For more information:
Details about how members can undertake the UoL Msc are available at bit.ly/ACCA-UoL

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

ACCA's 100th office open for business
ACCA has opened its 100th office, in Turkey.
ACCA Turkey’s new head, Filiz Demiröz,
welcomed employers, politicians and VIP
guests, including the Turkish professional
body TÜRMOB, to mark the opening of the
premises in Istanbul.
ACCA chief executive Helen Brand spoke
at the event about ACCA’s strong connections
with Turkey, and Demiröz called the Turkish

office ‘a logical step in our strategy to 2020.
'We know there is demand for
accountants here in Turkey, and that business
and the public sector here need accountants
who can act ethically and who have the skills
required to help Turkey’s economy thrive and
grow,’ she said.
See also the president’s column on
page 28.
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