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Take control of your career

Ivana Luketic Kostic’s 
career with Microsoft has 
taken her from her native 
Croatia across various 
European locations to the 

UK headquarters, where she is now the software giant’s UK 
senior fi nance director. She describes Microsoft as a ‘people 
business’ and is spending signifi cant effort in leading the 
team as it supports the core business in its strategic aims. 
Learn about her journey on page 12. 

Taking control of your career is also a theme explored in our 
feature on page 16, which advocates setting out a long and 
then shorter term plan for reaching where you ultimately want to 
be. This might include forays along the way into non-executive 
directorships, developing specialist skills or standing up for a 
particular cause. 

But it’s not all about careers. Accountancy gives us the skills 
and interest to do a diverse range of things. As we mark the 
centenary of the end of the Battle of the Somme this month, we 
speak to a former FCCA, Ken Linge, and his wife, Pam, who have 
made it their mission to research the backgrounds of the 72,000 

dead Commonwealth soldiers commemorated at the memorial 
at Thiepval in northern France. The scale of their task is huge 
but the couple are not daunted. Find out more about their work 
on page 71. 

We also look at the disruption that is taking place in fi nancial 
services as innovative start-ups muscle in on the service 
offerings of the traditional banking sector. An ACCA report 
looks at how technology – fi ntech – has been a great enabler for 
these new banks and how the need for regulatory compliance 
across the sector is fuelling growth in ‘regtech’. Read more 
about this on page 38.

Finally, you can catch up on a range of hot topics at 
ACCA’s annual virtual conference, ‘Accounting for the 
Future’. See the agenda and register at accaglobal.com/
accountingforthefuture.

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

*   ACCA has added a new section to its ‘professional quotient’ 
test. Do you have the technical and ethical skills needed for the 
future? Take the test to fi nd out at thefuture.accaglobal.com.
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Sign up for our weekly news and 
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Accountancy Futures
View our twice-yearly research and 
insights journal including discussion 
on key themes facing fi nancial 
professionals at
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Access the magazine for 
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To learn more about the 
benefits of ACCA membership, visit 
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ACCA Careers
Search thousands of vacancies and 
sign up for customised job alerts at 
our jobs site
accacareers.com/china-hong-kong

Channels and media

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

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

AB app
Download from iTunes App Store, 
Google Play or via the AB hub
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The latest issue and an 
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Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available in six 
different versions: China, International, 
Ireland, Malaysia, Singapore 
and UK.

There are different ways to read AB. 
Find out more at
accaglobal.com/ab

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 188,000 
members and 480,000 students 
throughout their careers, providing 
services through a network of 100 
offi ces and active centres.  
accaglobal.com 
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▲ Mammoth task 
Tougher rules to protect 
wildlife were agreed 
at the Convention 
on International 
Trade in Endangered 
Species conference in 
Johannesburg

▲ Money man
Ben Affleck attends the 
Hollywood premiere 
of action thriller The 
Accountant, in which 
he plays a freelance 
accountant working for 
dangerous crime gangs

► Powering up 
Apple is to create a new 
UK headquarters at the 
revamped Battersea 
Power Station in London 
in 2021. It will move 
1,400 employees into 
the building

► Culture contest
Newcastle and 
Gateshead have beaten 
bids from Blackpool, 
Bradford and Sheffield, 
among others, to host 
the Great Exhibition of 
the North in 2018
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▼ Key substitution
PwC Switzerland  
has taken over from 
KPMG as auditor of  
Fifa, football's 
governing body, amid 
allegations of financial 
irregularities

▼ After the storm
Hurricane Matthew 
caused death and 
devastation in the 
Caribbean and parts  
of the US. Haiti was the 
worst affected, with over 
900 killed 

◄ Girl power
Eighties-style 
power dressing and 
shoulder pads made 
a comeback on the 
catwalk at London 
Fashion Week in 
September
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News roundup
This edition’s stories and infographics from across the globe, as well as a look at the 
latest developments and issues affecting the fi nance profession

CEOs mull move 
Three-quarters of CEOs of 
large UK companies surveyed 
by KPMG are considering 
relocating headquarters or 
operations outside the UK 
in the wake of the Brexit 
decision. However, the CEOs 
of businesses with revenues 
of £100m to £1bn remain 
confi dent in the UK economy 
in the short and medium term, 
despite 72% of them voting to 
remain in the EU. More than 
half believe the UK’s ability to 
do effective business will be 
hindered by leaving. Simon 

Collins, KPMG UK chairman, 
said: ‘In our own work, we 
have seen international 
clients who had been 
considering basing European 
headquarters in the UK opt for 
Ireland instead.’

CFOs are aspirational
The vast majority of CFOs 
want to become CEOs, 
according to a survey of UK 
CFOs conducted by Robert 
Half. Almost half believe 
their knowledge in investor 
stakeholder management 
gives them an advantage over 

other directors. Some 55% of 
current FTSE 100 CEOs have 
a background in fi nance. Phil 
Sheridan, senior managing 
director at Robert Half UK, 
said: ‘As CEOs continue to 
be challenged with improving 
the fi nancial position of the 
organisation and delivering 
increased shareholder value, 
hiring an individual with a 
strong fi nancial background is 
often key.’

Act is a heavyweight
This year’s Finance Act is the 
second longest ever, at 649 

pages – adding to the existing 
11,000 pages of tax laws. 
Ironically, the latest legislation 
includes making the Offi ce of 
Tax Simplifi cation a statutory 
body. The 1979 Finance 
Act was just 16 pages long. 
Whether the new Chancellor 
of the Exchequer Philip 
Hammond will adopt a more 
abbreviated tone than his 
predecessor George Osborne 
will be evident in next year’s 
Budget – but there might be a 
clue in the Autumn Statement 
on 23 November.

FRC reviews findings
The Financial Reporting 
Council (FRC) has published 
a thematic review of the 
largest six audit fi rms’ root 
cause analyses relating to 
audit inspection fi ndings. The 
review found a wide variety 
of staff resources allocated 
by the fi rms to root cause 
analyses, with those allocating 
the most resources able to 
learn the most from previous 
audit inspection fi ndings. The 
FRC found that most fi rms 
did not prepare a formal plan 
or timetable at the start of 
the process. Firms have been 
advised to improve planning 
and training, and learn from 
techniques from outside the 
audit practice.

Audit best at entry level
Audit jobs are paid more 
than others in the accounting 
sector at entry level, according 
to analysis by Emolument. 
Entry-level auditors are paid 
on average £32,000 to £36,000, 
compared with accountants’ 
average entry-level pay of 
£26,000 to £28,000. Internal 
auditors with three to fi ve 
years’ experience can expect 

ACCA alliance partner launches ethics report

ACCA members have attended events around the world to launch a new report on ethics 
in fi nancial services by strategic alliance partners Chartered Accountants Australia and New 
Zealand (CA ANZ).

Leo Lee, ACCA deputy president (pictured here far left, with, from left, CA ANZ staff 
members Lee Whitney and Simon Grant, and ACCA Council member Fergus Wong), 
attended the Hong Kong launch. He said the report provided useful recommendations to 
address the factors contributing to ethical behaviour. ‘The report is an excellent reference for 
professional accountants to develop and enhance their technical and ethical quotients, the 
most important among the seven quotients needed by fi nance professionals, as highlighted 
in ACCA’s report Professional accountants – the future.’

CA ANZ also held events in Australia, New Zealand, Singapore and the UK. For more on 
the report, A question of ethics, see AB October 2016, page 36.

For more about ACCA’s alliance with CA ANZ, visit accaglobal.com/alliance.
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to be paid £54,000 plus £4,000 
bonus, compared with £46,000 
for an external auditor. After 
six to eight years, the internal 
auditor will on average earn 
£72,000 plus £8,000 bonus, 
against £55,000 plus £2,000 
bonus for the external auditor.

Deloitte has new firm
Deloitte is merging its 
member fi rms in Belgium, 
Denmark, the Netherlands, 
Finland, Iceland, Norway and 
Sweden with its UK-Swiss fi rm. 
The new Deloitte North West 
Europe fi rm will be operational 
from June next year, bringing 
together 28,000 partners and 
people, generating over €5bn 
in annual revenue. Deloitte 
is backing the merger with a 
€200m investment over the 

next three years. Deloitte’s UK 
chief executive David Sproul 
will be CEO of the merged 
operation. He said: ‘Europe 
is already the fastest-growing 
region for Deloitte and we 
believe that by combining 
across these markets we will 
further increase the growth 
potential of Deloitte regionally 
and globally.’ 

PwC revenues rise
PwC’s global revenues rose by 
7% to US$35.9bn in the year 
ending June. The fi rm’s total 
workforce has increased to a 
new high of more than 223,000 
people. During the year 
more than 26,000 graduates 
joined PwC, over half of whom 
were women. The strongest 
performance geographically 

was in Asia and in Central and 
Eastern Europe, with revenues 
in both regions up 10%. 
Revenues in South and Central 
America grew by 9%, in North 
America and the Caribbean 
by 8% and in Western Europe 
by 6%. Advisory revenues rose 
8%, tax by 7% and assurance 
by 6%. Despite this, PwC has 
fallen behind Deloitte as the 
world’s largest accountancy 
fi rm, which grew by 9.5% in 
the year ending May, when it 
reported global revenues of 
US$36.8bn.

PwC Legal integrates
PwC Legal has been 
integrated into the 
accountancy fi rm, creating a 
multidisciplinary practice. PwC 
was granted an alternative 

business structure licence 
in 2014, permitting closer 
integration between the 
two practices. Previously, 
regulatory restrictions had 
prevented the merger. PwC 
Legal has a 350-strong 
UK team based in offi ces 
in London, Birmingham, 
Newcastle, Manchester and 
Belfast. It reported annual 
revenues of £60m in the 
2015/16 year.

Deloitte promotes 623 
Deloitte has promoted 623 
of its people worldwide to 
partnership – a 4% increase 
over its 2015 global partner 
promotions. Some 26% of 
the new partners globally are 
women, which is a third higher 
than last year. »

AD
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Accounting for the Future
Register now for ACCA’s annual virtual global conference to fi nd out about the 
qualities and skills that you need to succeed in your career –  now and in the future

On the agenda

* The challenge to the 
summit: beyond Everest

* Enterprise performance 
management: a new era of 
CFO opportunity

* How blockchain could 
change the role of 
accountants

* Google Garage on 
growing SMEs digitally

 

* Corporate governance 
and corruption in Africa

* Topical tax update: from 
BEPS to Making Tax Digital

* Navigating ethics in 
banking and fi nancial 
services

In the line-up
Sibusiso Vilane, adventurer and author (above left, 
with Nelson Mandela) | John O’Mahony, head of 
KPMG’s UK Enterprise Performance Management 
| Prof Michael Mainelli FCCA, executive chairman, 
Z/Yen Group | Alan Teixeira, Deloitte’s global IFRS 
research director | Rob Everett, CEO, Financial 
Markets Authority, New Zealand

Find out 
more and 
register 

at accaglobal.com/
accountingfor
thefuture
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Companies take on countries  

A number of global companies are wealthier than many countries, according to research by 
Global Justice Now. The campaign group found that in 2015, Walmart, Apple and Shell were 
richer than Russia, Belgium and Sweden, and that 69 of the world’s top 100 economic entities 
were corporations rather than countries.
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Digital alliance 
PwC has formed a strategic 
alliance with GE Digital 
to exploit the ‘industrial 
internet’ that brings together 
intelligent machines, advanced 
analytics and people. The two 
businesses will work together 
to help clients create industrial 
internet solutions to improve 
asset reliability, lower costs, 
reduce risk and help drive 
growth. The alliance covers 

various PwC fi rms, including 
those in the US, China, the UK, 
Canada, France and Singapore. 
‘The industrial internet 
is ushering in signifi cant 
disruption as executives 
grapple with shrinking profi t 
margins, slowing growth, 
cost volatility and changing 
customer demands,’ said 
Paul Gaynor, PwC’s global 
technology consulting and 
alliances leader. 

Fifa audit goes to PwC
PwC Switzerland has been 
awarded Fifa’s audit contract. 
The appointment follows 
serious criticisms of Fifa’s 
governance and former 
auditor KPMG Switzerland. 
Fifa president Gianni Infantino 
said: ‘The appointment of PwC 
is the result of a thorough, 
transparent and open 
selection process conducted 
by Fifa with several different 

auditing companies.’ PwC 
has initially been appointed 
until the next Fifa Congress 
in May 2017, when football’s 
governing body will decide 
whether to appoint the fi rm for 
a full three-year period.

S&W revenues up 3.4%
Smith & Williamson increased 
its revenues by 3.4% in the 
year ending April to £222.5m, 
returning a profi t of £36m. The 
fi rm’s headcount rose by 7% 
in the year, to more than 1,600 
people. Smith & Williamson 
combines accountancy 
services with fi nancial advice 
and investment management. 
More than half of revenues 
derive from fees and 
commission income from 
investment management and 
banking. ‘This is a pleasing 
result given the uncertain 
operating environment 
in the period,’ said Kevin 
Stopps, co-chief executive 
of Smith & Williamson and 
managing partner of tax 
and business services.

Moore Stephens grows
Moore Stephens has increased 
its revenues by 14% to £106m, 
following its merger with 
Chantrey Vellacott in May 2015. 
Profi ts after tax rose to £22m 
and per partner to £267,000, 
a 33% increase. Audit and 
assurance produced more 
than half the fi rm’s revenues, at 
£57m, followed by tax advisory 
(£20m) management consulting 
(£8m) and outsourcing (£8m). 
Senior partner Richard Moore 
said: ‘The challenge is to 
capitalise on the fi rst year 
and continue to maximise the 
strengths of the combined 
fi rm.’ The results do not include 
the activities of independent 
fi rms in Scotland, Northern 
Ireland, Norfolk and north-east 
and north-west England.

New NT Advisors defeat
HMRC has won a case against 
NT Advisors relating to the 
use of a circular payments 
scheme, which the Court of 
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Appeal held was designed 
purely to avoid the payment of 
tax. The scheme involved 304 
users, who will have to pay an 
additional £143m as a result 
of the decision. HMRC has 
now won 10 successive cases 
against tax avoidance schemes 
promoted by NT Advisors. The 
lead appellant in the latest 
case was Andrew Chappell, 
who would have had his total 
taxable income for the year 
2005/6 reduced from £553,321 
to £250,198 had the scheme 
been ruled as legal.

HMRC seizures up 145% 
HMRC asset seizures rose by 
145% last year, according to 
analysis carried out by lender 
Funding Options. HMRC 
seized assets from 1,592 
businesses in the 2015/16 
year, up from 649 businesses 
in 2014/15. The size of debts 
settled by seized assets rose 
almost threefold in the same 
period – from £15.3m to 
£42.6m. Conrad Ford, CEO of 
Funding Options, said: ‘With 
the stark rise in asset seizing 
it’s clear that HMRC is cracking 
down on those businesses with 
overdue tax bills.’

Wales to raise own tax 
Wales is introducing its fi rst 
tax-raising powers in almost 
800 years. A land transaction 
tax – replacing the stamp 
duty land tax – will be in place 
from April 2018 if approved 
by the National Assembly. 
The measure is included in 
a bill that forms part of the 
Welsh Government’s new 
legislative programme and 
fi ve-year plan. Lloyd Powell, 
head of ACCA Cymru Wales, 
said: ‘I particularly welcome 
the plans around tax and rate 
cuts to support businesses, 
the further development 
of apprenticeships, and 
commitments to improve 
the transport system and 
broadband network.’

CCAB fights crime
CCAB has launched its 

fi rst Manifesto for Fighting 
Economic Crime, advising the 
government on how to adopt 
a more effective anti-money 
laundering (AML) regime. 
The manifesto recommends 
the creation of a central 
information resource to 
provide evidence of identity; 
an intelligence portal to share 
information on suspicious 
individuals and entities 
between regulators and law 
enforcement authorities; 
a system for prioritising 
suspicious activity reports; and 
giving statutory recognition 
to ‘accounting services’. 
Anthony Harbinson, CCAB 
chairman and director of safer 
communities at Northern 
Ireland’s Department of 
Justice, and former ACCA 
president, said: ‘Professionally 
trained and qualifi ed 
accountants are part of the 
solution to tackling AML.’

UK boards less diverse
UK boards are less diverse 
than those in the US when it 
comes to their professional 
and sector backgrounds, 
according to research 
undertaken by Oxford Brookes 
University commissioned 
by the 30% Club Higher 
Education Working Group 
and sponsored by KPMG. 
US companies are seven 
times more likely than those 
in the UK to contain a senior 
academic; there are eight 
academic non-executives 
on the board of FTSE 100 
companies, compared with 
59 in the US’s Fortune 100. 
UK board chairs interviewed 
for the research – Changing 
Places: Women on Boards 
– expressed concern that 
academics might be focused 
on intellectual rather than 
commercial concerns. 

UK boards lag US
UK boards are less diverse 
than those in the US when it 
comes to professional and 
sector backgrounds, according 
to research sponsored by 

KPMG. US companies are 
seven times more likely than 
those in the UK to contain a 
senior academic: there are 
eight academic non-executives 
on the board of FTSE 100 
companies, compared to 59 
in the Fortune 100. UK board 
chairs interviewed for the 
research, Changing Places: 
Women on Boards, said that 
academics might be focused 
on intellectual rather than 
commercial concerns.

Apple tax ‘belongs to US’ 
Apple’s allegedly underpaid 
€13bn tax bill should go to 
the US, not Ireland, claims the 

director of the Organisation 
for Economic Co-operation 
and Development’s 
Center for Tax Policy and 
Administration, Pascal Saint-
Amans. The profi t was derived 
from Apple’s research and 
development, which took 
place in the US, said Saint-
Amans. ‘There is no ambiguity 
here: the bulk of it belongs 
to the US,’ he said, adding 
that he was not surprised 
at the size of the amount 
calculated by the European 
Commission as being 
underpaid by Apple. ■

Paul Gosling, journalist

ACCA ‘best global professional body’

ACCA last month scooped the hotly contested 
Professional Body of the Year prize at the prestigious 
The Accountant and International Accounting Bulletin 
awards in London. ACCA pipped fellow nominees CIMA, 
CPA Canada, CPA Ireland and the IMA (Institute of 
Management Accountants) to win the award in front of a 
packed crowd of industry leaders.

The award was accepted by Alan Hatfi eld, ACCA’s 
executive director of strategy and development – pictured 
above (centre) with (left) Judith Bennett, director, service 
delivery and Maggie McGhee, director of professional 
insight. He paid tribute to ACCA’s people around the 
world. ‘I am particularly proud to accept this award on 
behalf of everyone at ACCA because it is in recognition 
of the breadth of the work our employees, members and 
students are doing right across the world,’ he said.

According to Hatfi eld, ACCA’s integrated report was 
integral to winning, along with a host of key developments 
in learning and a new strategic alliance with CA ANZ 
(Chartered Accountants Australia and New Zealand).
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Windows on the world
Microsoft UK senior FD Ivana Luketic Kostic FCCA explains how disruption and new ways 
of doing business have been at the heart of her 15-year career with the tech company

Closer to the action
That future came knocking when Kostic was offered the position 
of finance manager in Croatia for Microsoft in 2001. She 
hadn’t planned to move, but after learning that Microsoft was 
opening up in the country she thought it would be too good an 
opportunity to pass up. 

As well as Croatia, Kostic’s remit covered Macedonia and 
Serbia along with a number of other countries in south-east 
Europe. ‘It was a big change for me. It was like moving into real 
life, where I was closer to the action.’ And so started her 15-year 
journey through the tech giant’s organisation.

For her, the defining moment came three years later when 
she moved to headquarters in Paris. There, she was able to 
work across Europe, the Middle East and Africa, and begin to 
understand ‘how the whole system works’.

For three years, she was a senior business controller of the 
central and eastern Europe region. Then in 2009, she took 
on the role of CFO in Russia, which she describes as ‘a whole 
new experience’. 

It was during this time, while also studying for her executive 
MBA, that she felt close to hitting a wall. ‘Had I reached the 
limit of information that I could absorb?’ she wonders. Clearly 
not, as she held the position of Russia CFO for five years, a time 
that included her first maternity leave. And she feels that she 
was able to benefit from remaining in the one role for a good 
length of time, as it allowed her to see the results of the actions 
she was taking. In companies as large as Microsoft, it is often 
not possible to see such results as they take time to permeate 

through the organisation.
Now, one year into her role as UK 

finance director, she can appreciate 
the differences that exist between the 
various parts of a single organisation, and 
perhaps more importantly, the differences 
between the regions within which she has 
worked. ‘The UK is on a different scale,’ 
she says. ‘There is a different geopolitical 
environment in the UK. Think about how 
differently the government is tackling 
technology, how open it is to learning 
about new areas such as the cloud, data 
security and privacy.’

But there is an even more fundamental 
difference. Previously, Kostic was focusing 
on her own area, but now she sees 
her role as supporting and helping to 

Working for one of the world’s most valuable and 
ubiquitous organisations must surely present 
plenty of opportunities to travel and see the 

world. And this is exactly what Ivana Luketic Kostic FCCA, 
Microsoft UK’s senior finance director, has been able to do 
in her 15 years since joining the technology giant. She never 
expected to be working anywhere other than her home 
country of Croatia, but her career with Microsoft has taken 
her from Zagreb to Paris, Munich, Moscow and Belgrade 
before her present location at the Microsoft UK campus, just 
outside Reading in leafy Berkshire.

‘The change in locations and the change in workplaces in 
Microsoft has really helped me not just to grow as a professional 
but as an individual,’ she says. ‘Growing up as a teenager, 
influenced by television and the news, with propaganda against 
other nations, it was such an eye-opener to have the opportunity 
to go outside and see that the world is different from what we 
were told. Even if my journey at Microsoft ended tomorrow, I 
have learned so much about myself.’

Throughout her career, Kostic’s working life has been marked 
with change, not just in where she has worked but also in the 
times in which she has worked. Disruption is nothing new for her. 
She began her professional career with Arthur Andersen in 1996, 
leaving in 2001, just before the Enron scandal brought about 
the accountancy giant’s demise. While at Andersen, she began 
studying for her ACCA Qualification. 

‘There were not many multinational companies in my country 
at that time, though Andersen’s London office was responsible 
for Croatia and was auditor of 
the largest – in fact, the only – oil 
company in the country,’ she says. 
‘I was still at university studying 
economics but had the opportunity 
to take on some work with 
Andersen, and stayed with them for 
five years. 

‘I learned a ton there. It was 
not a big practice, so you were 
engaged with all kinds of work, 
from audit to due diligence. It was 
very intense, but something that I 
would recommend for any young 
professional. Every week it was a 
different client, and it gave me a 
foundation for anything that I would 
do in the future.’

‘You don’t need 
to know all the 
answers to be 

successful, but if 
you collaborate 
with each other, 
you can connect 

the dots’

»
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Basics

Tips

outsourced – not surprising given the nature of the business – to 
ensure that all processes are optimised. ‘Accounting is not our 
core job,’ she explains. ‘Are there people out there that can do 
this better than us? Yes.’

Last – but anything but least – comes compliance. This is not 
just relevant to finance, but relates to the whole risk map of the 
business, starting from the tone at the top of the organisation, 
anti-corruption and the whole way in which the organisation 
carries on its business. ‘If there is a top priority, then it is 
compliance,’ Kostic says. 

Looking at Microsoft as a whole, Kostic recognises it is in a 
period of change, and, in essence, reinventing itself. Not so long 
ago, it was the market leader in business software and operating 
systems. But then along came the likes of Google, Salesforce 
and Amazon, which has driven the company to re-evaluate.

Technology empowerment
‘Our strategy is to empower every person and every organisation 
on the planet to achieve more,’ Kostic says, ‘through the tools 
and different use of technology, how people can make their 
lives better. Technology is not an inhibitor, it can help you live a 
better life. And in Microsoft, it is about a growth mindset. You 
don’t need to know all the answers to be successful, but if you 
collaborate with each other, you can connect the dots.’

In this respect, Kostic cannot stress enough the key 
importance of the cloud to create a seamless experience. Looking 
at Microsoft’s own portfolio, it is about how Windows can work 
with Office, and how they both work with all devices. ‘The cloud is 
no longer about disruption, it is the mainstream,’ she says.

Another part of the Microsoft strategy has always been 
about targeted acquisitions that are about strategic alignment 
and integration to achieve benefits for customers, partners 
and shareholders that are greater than the sum of the parts. 
Most recently, the company announced this year that it would 
acquire LinkedIn, the professional network service, for US$26bn. 
Other moves by the company include its acquisition of Skype 
for US$8.5bn in 2011 (which went on to replace Windows Live 
Messenger), of Nokia’s mobile division for US$7.2bn in 2014 (now 
being sold on to a division of Foxconn), and of Minecraft (for 
US$2.5bn, also in 2014), the virtual construction game that can sit 
on a wide range of devices, from Microsoft’s own Xbox consoles 
to most smartphones.

One wonders how these acquisitions are assimilated into 
the Microsoft business, but Kostic is keen to point out that the 
company wants the businesses to maintain their own identity, 
‘to lead their own lives’, as she puts it. This is to help those 
businesses retain their creativity and their individual characters.

It is not possible to speak with someone from any of the large 
multinational technology companies without asking about tax. 
Such companies have been in the sights of the tax authorities for 
some time, with some recent headline-grabbing rulings focusing 
yet more attention on this area. ‘The fact is, we do actually 
comply with all the tax laws in the UK and around the world,’ says 
Kostic.  ‘All of our structures, operations and employment reflect 
that global footprint.’

accelerate the whole business. A stable economic environment 
also calls for management skills beyond the survival-mode 
essentials required in an emerging market. ‘It’s still Microsoft, 
but it is different,’ Kostic says. ‘My core transferable skills are my 
finance skills. Everything else, I have had to learn.’

Leading the team
So what is the role of a UK senior finance director in Microsoft? 
The company, Kostic says, is a people business, so she needs to 
spend time ‘leading the team’, getting her finance team ready 
for ‘the next big thing’. And it is about how the team supports 
the rest of the business. ‘It is a partnership, supporting the 
business so that it can make informed decisions.’

Then there is prioritisation, particularly around the traditional 
finance tasks of statutory accounts and tax, as well as the 
management accounts that help the business measure success 
internally. Kostic is always looking at how to simplify the 
processes necessary to run such a business. Repetitive tasks are 

* ‘Never compromise on following 
your dreams. Be truly invested in 
what you are doing.’

* ‘Never stop learning on the 
journey. It is not about your title; 
it is about the experiences, both 
as a professional and an individual.’

* ‘Be curious, embrace challenges and take risks. 
I never thought I would leave Croatia; now I am  
living in Windsor.’

* ‘Never compromise on integrity. It’s where your  
journey starts – but it can be where it very easily ends.’

* ‘Enjoy it.’

* Company founded in April 1975 
by Bill Gates and Paul Allen

* Headquarters in Redmond, 
Washington, US

* US$85.32bn net revenue in year 
ending 30 June 2016 

* US$16.79bn net profit in year ending 30 June 2016 

* 114,000 employees worldwide

* 400 million devices run Windows 10 
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the business as a whole. But is it possible, when surrounded by 
all things digital, to switch off and disconnect for a while when 
working in such an organisation? 

‘I use technology so it works for me,’ she says. ‘It helps me 
organise my life – all the more important now that I have a five-
year-old and a two-year-old. I embrace the positives but also set 
clear boundaries. Free time is family time.’ ■

Philip Smith, journalist

The next big thing
For now, though, Kostic is concentrating on the next big thing, 
particularly for the finance function. For her, there are three key 
areas: data analytics, artificial intelligence and virtual reality. 
Data analytics will help businesses make better decisions, AI 
will empower the decision-makers, and VR will help visualise the 
impact of those decisions.

Kostic clearly relishes the opportunities that such 
technological advances will have on both her own career and 
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Master of your destiny
Finance professionals should take ownership of their careers, plan for the long term and 
take the actions needed to maximise their opportunities, says Steve Giles 

to become finance director (then possibly CEO) or partner. But is 
there an alternative? 

One option, often overlooked, is to seek non-executive 
directorships. Non-execs play a vital governance role, bringing 
independent scrutiny to board discussions and executive plans. 
Accountants are well placed to contribute in the boardroom 
– financial acumen is highly valued, not least on the audit 
committee, as is broad business experience. The demand 
for high-quality non-executive directors is growing across all 
business sectors, so the role provides opportunities for second 
careers for senior accountants. 

As accountants progress up the organisational hierarchy, their 
success depends less on technical competence alone and more 
on a broad range of skills and personal attributes:

* The requirements of a modern finance director include 
good business knowledge, excellent communication skills, 
resilience and reliability under pressure.

* Partners in professional firms must demonstrate industry 
knowledge, vision and organisational skills, not just 
accounting or tax expertise.

* CEOs need entrepreneurial drive and excellent commercial 
and strategic skills, so accountants with aspirations to become 
CEOs will need to demonstrate ability in these areas.

* Non-executive directors require a wide spectrum of skills and 
experience and, above all, an independent mindset.

ACCA’s 2016 report confirms that technical skills are simply no 
longer sufficient for success. It identifies seven ‘professional 
quotients’: technical and ethical; intelligence; creative; digital; 

emotional intelligence; vision;  
and experience. A combination of 
all seven is required. However, the 
report also highlights the overarching 
importance of the technical and ethical 
quotient – these are the baseline 
qualities, essential for all accountants, 
but especially for those aspiring 
to senior positions where trust is 
paramount. 

A trust model from the Institute 
of Business Ethics shows this clearly. 
It says that we judge another’s 
trustworthiness along three 
dimensions: their ability (technical 
competence), their benevolence 
(motives and interests) and their 
integrity (honesty and fair treatment). 

Where do you see yourself in five years’ time? 
It’s the familiar – and often dreaded – interview 
question for accountants starting out in their 

careers. They find it difficult to answer without resorting 
to cliché because, as students or newly qualifieds, many 
don’t know what they really want out of their career. But 
can experienced finance professionals provide any better 
answers when the timespan is extended over 10 or 20 years? 

Coming up with a decent response to the question requires 
the investment of time and effort to draw up a realistic personal 
development plan, recalibrated periodically, that aligns your skills 
and experience with your aspirations. Without undertaking such 
an exercise, accountants will struggle to achieve their ambitions 
before retirement. 

Business coach Fran Moscow is well aware of the issue. ‘For 
many professional accountants, looking forward to the final roles 
of their career can be challenging,’ she says. ‘They need a clear 
vision and purpose to achieve their objectives.’

So what are the career options for experienced accountants, 
and what personal qualities and skillsets are needed? 

Opportunities 
We live in a fast-changing world. ACCA’s 2016 report Professional 
accountants – the future identifies four broad themes defining 
that future: globalisation, demanding compliance and regulatory 
standards, the rapid development of digital technologies, and 
the growing expectations of employers and clients. To succeed, 
you need to be aware of the challenges these themes present 
and adapt your skills accordingly.

The opportunities have never 
been better. Research by recruitment 
specialist Robert Half, How to climb 
the ladder to the top spot, shows that 
financial experience is one of two key 
factors in the appointment of FTSE 100 
CEOs (the other is industry knowledge): 
55% of CEOs have a background 
in finance and 23% are qualified 
accountants. The research findings 
suggest that finance people are more 
ambitious than ever, with 86% of CFOs 
aspiring to become a CEO.

Most accountants focus purely 
on the executive route for career 
progression. They are thinking of a 
journey through the management ranks 

Accountants 
stand out when 

they stand up 
for something – 

identify an issue 
important to you, 
develop expertise 

and promote it
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Roadmap to success 
Here are five recommendations to help you arrive safely at your 
chosen career destination.

* Build a personal brand. As accountants get more senior, 
visibility becomes as important as ability. You should work 
hard on your networks and contacts, while being accessible, 
responsive and enabling solutions. Searching for external 
roles requires something extra. ‘It is not only a question of 
competency and operational capability, but also of personal 
branding,’ Moscow says. She encourages senior accountants to 
ask themselves two questions: how do you show up on social 
media (LinkedIn, Facebook, etc), and are your achievements 
and experience visible enough if others are searching for you?

* Embrace professional development. Finance professionals 
benefit from being exemplars here. You should look to bring 
out the best in your team by encouraging (and being part 
of) internal training programmes, acting as a mentor and 
encouraging diversity and debate. You also need plans for 
self-development including: tailoring your CPD to meet 
personal requirements, seeking out and learning from others 
who do things differently, and working with a coach. Crucially, 
all accountants looking for promotion to the boardroom 
should invest in courses and qualifications to position 
themselves better for future executive or non-executive 
roles. Examples include executive MBA courses run by 
organisations such as the Cranfield School of Management, 
and the Institute of Directors’ Chartered Director qualification. 

* Find a cause. Professional accountants stand out when 
they stand up for something. You should identify an issue 
that is important to you, develop expertise and promote 
it wholeheartedly. Examples might be: a commitment 
to business ethics, including fair treatment for suppliers; 
the development of real-time reporting and dashboards; 

embedding a risk-aware culture; or excellence in cash 
management. Above all, you need to be self-confident and 
willing to take a stand when it’s called for. 

* Keep up to date with technology. Accountants need to be 
current to be credible, and fast-changing digital technologies 
present challenges. Minimum requirements today might be 
safeguarding data integrity and improving systems efficiency, 
although these could quickly extend to digital finance, 
cloud computing or the use of data analytics, depending on 
business needs. Accountants will have to make greater use of 
video and social media platforms in the future too. 

* Hold annual ‘personal career retreats’. You should take 
one day out of your schedule each year essentially to hold a 
meeting with yourself. The aim is threefold: to be clear about 
your ambitions, to set learning goals and to formulate the 
steps you need to equip yourself with the necessary skills for 
success. You should look to challenge yourself by moving 
outside your comfort zone. When you do, interesting things 
will happen. ■

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

For more information:

See ACCA’s report Professional accountants – the 
future at accaglobal.com/thefuture

Read the Robert Half survey, How to climb the ladder 
to the top spot, at bit.ly/Half-ladder

Read the IBE’s The Recovery of Trust at bit.ly/IBE-trust
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What goes around…
The concept of the circular economy is increasingly grabbing headlines. Finance 
professionals could be the linchpin in moving businesses to this revolutionary model 

‘Circular approaches strengthen your financial position and 
ratings agencies will take note because they see depleting 
resources as a growing risk.’

Picking the right model
Finance departments at pioneering companies are developing 
tools that can identify which of the many potential circular 
models and practices would benefit their company.

Two of the most helpful tools are environmental profit 
and loss (EP&L) reports and full cost accounting, which aim 
to measure both direct and indirect costs of production and 
benefits across the supply chain.

Data and advice provider Trucost advocates natural capital 
accounting, which includes the use of EP&L. Trucost’s blog 
‘Accounting for natural capital: how do you actually go about it?’ 
describes how it helped clothing company Puma and its parent 
company Kering publish the world’s first EP&L statement in 2011.

Kering’s methodology is now open-sourced to help others, 
and it links to the Natural Capital Protocol, which is a cross-
sector initiative aimed at developing a global methodology for 
environmental accounting. 

The company’s EP&L is an in-depth process that aims to 
measure the environmental impact of its entire supply chain, 
including suppliers of suppliers. Kering says that by illuminating 
the full cost of all these activities, the exercise has enabled 
better decision-making. It has supported a project to improve 
the measurement of waste – resulting in many different waste 
reduction and regeneration initiatives – and Kering is now working 

with a textile upcycling company to 
create a circular model for textiles.

Commentators have highlighted 
the way Kering’s EP&L reveals the 
complexities of material flows and 
chains of causality that the linear 
model generally overlooks. This can 
change relationships with suppliers 
for the better. And by putting a 
value on natural capital processes, 
it also incentivises companies to 
rethink them and move towards more 
regenerative systems.

Trade-offs
Henry le Fleming, assistant director, 
sustainability and climate change and 
technical lead for the circular economy 

Circular economies are creating a buzz as a revolutionary 
alternative to the traditional linear approach of ‘make, 
use and dispose’. The idea is that resources are used 

for as long as possible in order to extract maximum value, 
and are recovered and regenerated at the end of their life.

The World Economic Forum has forecast that shifting to 
circular economies will contribute US$1 trillion a year globally 
by 2025; and Accenture has said such a shift could unlock an 
additional US$4.5 trillion in growth by 2030.

Many organisations are already attempting to implement 
circular strategies. Examples include electrical goods provider 
Philips, waste manager Veolia (see box) and carpet manufacturer  
Interface. Even cities, such as Phoenix in the US, are getting 
recognition for their work in building circular strategies, 
targeting, for example, 40% waste reduction through a range of 
regenerative strategies.

But the circular economy isn’t just for environmentally 
sensitive sectors. Colin Tetreault, principal of S-2 Consulting 
and senior scholar at the Global Institute of Sustainability at 
Arizona State University, which has partnered with the city of 
Phoenix on its circular strategy, says organisations of all types 
are looking to this innovative model. They are increasingly 
realising that circular economies provide better value to the 
customer and society, while reducing costs and protecting 
resources. They can also promote financial stability by managing 
risks in the supply chain.

Tetreault is one of many who argue that these benefits 
make it essential for finance professionals to help their 
companies move towards circular 
strategies. ‘Any CFO who focuses 
only on the P&L, balance sheet and 
cashflow, ignoring circular economies, 
is already coming to it two or three 
years late,’ he says. ‘Shareholders, 
investors and financiers are already 
saying they want this.’

In May 2016, 100 investors, 
managing US$16 trillion of assets, 
and six credit rating agencies joined 
an initiative to look more closely at 
environmental issues when assessing 
companies’ financial health and 
creditworthiness. ‘Ratings agencies 
could be downgrading firms that are 
not thinking about sustainability or 
circular strategies,’ says Tetreault. 

Circular 
economies offer 

better value to 
the customer 

and society, 
reducing costs 
and protecting 

resources
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at PwC, highlights the work of a number of other organisations 
in helping to measure circular strategies. For example, the 
Ellen MacArthur Foundation has built a ‘circularity index’, which 
looks at the regeneration of materials in businesses. In addition, 
the World Business Council for Sustainable Development has 
developed the Natural Capital Protocol, mentioned above, and 
the Social Capital Protocol.

PwC uses EP&L as part of its wider Total Impact Measurement 
and Management (TIMM) framework, which aims to measure 
the full effects of an organisation’s activities in the four areas of 
economic, tax, social and environmental.

‘TIMM is an extension of full cost accounting techniques,’ 
le Fleming says. ‘By measuring and comparing environmental 
impacts alongside social and economic effects, we can choose 
the best options for building a more circular economy.’

However, there are many obstacles to this goal. ‘A circular 
economy works fantastically at a high level,’ he adds. ‘But there 
are more difficult questions in the detail.’

He refers to the trend among other circular economy 
pioneers to prolong the life of their products by providing 
them as a service not as a sold good.

‘If you look to get more use from the same resources by, 
for example, turning your electronic product into a service, 
you could keep it in use for longer. Manufacturing fewer new 
products would reduce environmental impact but also potentially 
increase it due to the reduced efficiency of older machines. 
Which has the greater impact?

‘There are different trade-offs like this for almost every 
product. But we have found with clients that methods such as 
EP&L can identify and unpick these trade-offs and show the 
best outcomes. Sometimes it even shows that the linear use of 
resources is still the best one, rather than the circular.’

Another challenge for accountants is that identifying beneficial 
circular models can require gathering and analysing huge amounts 
of data – some of which may not be reliable or consistent.

A report by banking group ING, Rethinking finance in 
a circular economy, uses the example of Prorail, which is 
responsible for the Netherlands railroad system. It developed 
a circular strategy that aims to save €15m to €35m every year 
by reducing the use of virgin materials by 20% and reducing 
lifecycle costs by 10%. But it could only do this after a huge 
and often difficult inventory of all its materials. »
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Veolia goes circular

Waste, water and energy management services group 
Veolia is in the middle of a major project to move towards 
a circular economy model. 

David Gerrard FCCA, chief fi nancial offi cer at Veolia 
UK & Ireland, says it is creating signifi cant opportunities 
for his fi nance team. ‘The biggest impact on accountants 
will be their ability to make a difference in the company 
and beyond,’ says Gerrard. ‘The fi nance team can see 
themselves genuinely contributing to new circular 
economy projects that are helping grow the top line of 
the business.’

Veolia is making a fundamental shift in business model 
towards providing resources that aid resource regeneration. 
From transforming sludge into plastic to recovering 
palladium from street sweepings, it now works on a host 
of regenerative projects with its clients and, as a result, the 
circular economy now represents 20% of its turnover.

‘A decade ago, this industry was all about providing 
effi cient service,’ says Gerrard. ‘Now it is much more 
about sustainability. So a big part of our drive to the 
circular economy comes from wanting to add value by 
contributing and sometimes driving our customers’ 
sustainability agendas. That’s why we made it central to 
our strategy. The success has shown in our winning the 
Business in the Community Responsible Business of the 
Year award this year.’

Gerrard says moving to the new model has been a 
challenge for the fi nance department because its ‘natural 
home’ is fi nancial accounts and reporting. But the circular 
economy drive means that the business now needs the 
fi nance function to be a business partner and provide a 
control framework for its many circular strategy innovations.

To support this, Gerrard’s team has a well-organised 
investment control process for each circular innovation. 
‘We have a big role to play in getting approvals, tracking 
spending and providing modelling and forecasting,’ he 
says. ‘There is also post-investment modelling, making sure 
projects stay on track and challenging them if they are not.’

Veolia’s fi nance team also has to monitor operational 
indicators related to these circular innovation projects. 
For example, it helps with measuring how they are 
contributing to recycling rates and waste diverted from 
landfi lls, and monitoring prices of the green energy and 
recycled materials that it now produces. The accountants 
have to learn more about environmental measurements – 
but that is a good thing, says Gerrard.

Switching to a circular model may require a fundamental 
change in capital structure, and businesses may need fi nance 
to bridge the gap between pilot and growth. They may 
also need more working capital, balance sheet extension or 
multiple forms of capital.

If a company switches from sales to a service or pay-per-use 
model, it may need to adopt leasing contracts for the fi rst time, 
which could impact its accounting model signifi cantly.

Switching to pay-per-use may affect cashfl ows signifi cantly in 
the fi rst few years but should become more profi table than sales 
after a certain point. So companies may have to focus more on 
the timing and optimisation of cashfl ows to make such models 
more fi nanceable, says ING.

The company could use factoring and supply-chain fi nance 
to address this. It may also charge higher fees in the fi rst years of 
contracts to reduce the risk.

If a product has value in second-hand markets or is designed 
for disassembly and reuse, this can improve the fi nancials of the 
circular business case, adds the report.

Broader relationships
Another potential challenge for accountants who are 
looking to adopt circular practices is the need to expand 
their horizons dramatically. ‘Circular strategies can require 
you to engage in different relationships with many other 
companies,’ says Jan Bebbington, professor of accounting 
and sustainable development at the University of St 
Andrews. ‘For example, with suppliers’ suppliers, or other 
companies in an ecopark where you can exchange resources 
such as waste materials and heat. That can make careful 
relationship management the most important aspect of the 
change, as companies often have competing needs. It’s a 
cultural challenge.’

However, Bebbington says that the increasing scarcity of 
certain resources will force accountants to adopt this outlook. 
‘[Circular strategies] might not seem worth it for an individual 
company. But joining with others now might help save those 
rare materials, making each company more sustainable in future. 
The focus of accounting will not necessarily be on an individual 
product or entity level; it may be regional, national or global.

‘Some of these problems are incredibly complex. But the 
stakes are so high, you can’t wait until you know all the answers 
before you move. So fi nance professionals may need to improve 
their problem-solving skills and their comfort with uncertainty.’

Moving to a more regenerative model can be daunting for 
CFOs. But as pioneering efforts develop, it should give them the 
confi dence to join the journey towards a circular economy and 
bring others with them. ■

Tim Cooper, journalist

This is just the fi rst job for the fi nance department, says ING. 
But the analysis may lead to fundamental changes in corporate 
models. This is one reason why most circular projects are still in 
pilot stage and lack a track record of profi tability, says the report.

For more information:

Read Trucost’s blog ‘Accounting for natural capital: how 
do you actually go about it?’ at bit.ly/trucost-circ-econ 
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The view from
Lindsay Crawford FCCA, assistant manager at Lloyds 
Banking Group and round-the-world yachtswoman

I took a roundabout route into 
accountancy. I studied sports 
management and architectural history at 
Edinburgh University. I realised I enjoyed 
the fi nancial aspects most and went on 
to complete a Master’s in accounting and 
fi nance at Napier University.

I joined Bank of Scotland Corporate 
(now part of Lloyds Banking Group) 
nine years ago. The bank encouraged 
me to take the ACCA Qualifi cation, and I 
completed this within two years.

I am part of our Bank of England 
reporting team. This involves statistical 
reporting on our balance sheets and 
P&L. We break our balance sheet 
into 14 monthly returns, providing 
analysis by country, industry and 

so on. Our ‘funding for lending’ 
activity is a key aspect of this, too.

The ACCA Qualifi cation led to an 
important early move in my career. 
After joining the bank’s asset and 
liability management team, my studies 
helped me realise how important 
fi nancial reporting is, and I pursued 
an internal move to this area.

Volunteering is another passion that 
I fi nd very rewarding. Lloyds was a 
sponsor of the London 2012 Olympic 
Games, and this provided an opening for 
me to volunteer in the event services team 
at the Paralympics. Volunteering helps you 
develop skills – especially team working – 
which can enhance your professional life.

In December 2015 I took a six-month 
sabbatical to participate in the Clipper 
Round the World yacht race. I wanted 
to do something different before 
focusing on the rest of my career. It was 
an exhilarating experience. I joined after 
seeing coaching organisation Mission 
Performance lecture on leadership. It 
provided such a clear link between the 
skills I’d develop on the boat and how 
they would benefi t me in the workplace.

I sailed in four of the eight legs, taking 
in Sydney, Hobart, Da Nang, Qingdao, 
Seattle, Panama and New York. Our 
crew of 14-18 people featured a 60/40 
male vs female split, aged from 18 to 
70. We had a four-hour watch system, 
with four hours on deck and four below 
for cooking, eating and sleeping. We 
experienced extreme weather crossing 
the North Pacifi c Ocean, with snow and 
freezing temperatures. The satisfaction of 
arriving in Seattle was amazing.

My greatest takeaway was confi dence-
building. We had a mix of nationalities, 
which had to knit together into a real 
team. There was nowhere to hide. I 
developed an extreme willingness to give 
things a go. You don’t have to know what 
you’re doing before you give it a shot. ■

Volunteering helps 
you develop skills 
– especially team 
working – which 

can enhance your 
professional life

Snapshot: retail

How retailers think about markets 
and customers is undergoing 
radical change. There is a major 
shift away from buying physical 
goods towards buying experiences; 
combining these with the act of 
shopping is a preoccupation.

Retailers also face big shifts in 
demand, as highlighted by PwC’s 
annual retail CEO survey. In Europe, 
confi dence has declined in the 
face of economic slowdowns and 
uncertainty around Brexit. In Asia, 
the appetite for luxury goods has 
dwindled due to falls in GDP growth 
and regulatory pressure in China.

Protectionism and trade tariffs 
are a persistent concern. A Trump 
win in the US election could result 
in greater costs, while the UK’s 
departure from the EU would bring 
increased compliance costs even if 
no customs duties were imposed.

The introduction of IFRS 16 
in 2019 is causing some concern, 
with retail CEOs already looking at 
balance-sheet and P&L impacts. 
Those changes, combined with new 
debt deductibility rules resulting 
from BEPS, could lead to pockets 
of non-deductible interest on debt.

Data protection and cyber-
security are a key focus. Leveraging  
–  and securing – vast customer 
datasets is a considerable challenge.

Finance professionals in this 
fast-paced arena need to be highly 
commercially aware, and to blend a 
passion for retail with pragmatism. 

Sue Rissbrook, senior retail and 
consumer partner, PwC
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Theresa May describes modern slavery 
as ‘the great human rights issue of 
our time’. In a recent article, the 
prime minister sets out the scale of 
the problem: 10,000-13,000 victims 
in the UK and over 45 million across 
the world. She details the harm it 
causes and states her determination 
for Britain to lead the fight against 
modern slavery on the global stage. 
Throughout, May makes clear her 
personal commitment to defeating 
modern slavery. Central to this is the 
Modern Slavery Act 2015.

The act is the first legislation of 
its kind in Europe. It sets out tougher 
penalties and sentencing rules for 
offenders, establishes an anti-slavery 
commissioner and provides enhanced 
protection for victims. But there are also 
important new reporting requirements 
for business (in section 54), which have 
significant implications not only for 
larger organisations but also for SMEs 
operating in areas of high slavery risk. 

Modern slavery is an umbrella term 
covering the two offences in the 2015 
act: slavery, servitude and forced or 
compulsory labour; and human trafficking. 
In short, modern slavery means depriving 
people of their freedom and exploiting 
them for commercial advantage. 

Although slavery is illegal in almost 
every country in the world today, 
abolition has not ended the practice. 
Vulnerability to modern slavery is 
complex, but there are two key factors 
that all organisations should consider 
when assessing the implications of the 
2015 act:

* Location: Benchmarks such 
as the Walk Free Foundation’s 
Global Slavery Index identify 
those countries with the highest 
prevalence of modern slavery. 
The 2016 index highlights that 
58% of those living in slavery are 
concentrated in five countries: 
India, China, Pakistan, Bangladesh 
and Uzbekistan. Organisations with 

operations or supply chains in these 
countries are at risk of association 
with slavery. 

* Industry sector: The abuse of low-
skilled migrant workers is a recurring 
feature of modern slavery. Those 
sectors with a propensity for using 
low-skilled, sometimes seasonal, 
labour are at risk; they include 
agriculture and food production, 
mining, construction, electricals, 
catering and cleaning. 
 

Transparency and accountability
The purpose of the groundbreaking 
section 54 of the act is to prevent 
modern slavery in organisations and their 
supply chains by increasing transparency 
and accountability. 

Section 54 requires an obligated 
business to publish a slavery and human-
trafficking statement annually, disclosing 
the steps it has taken to ensure there is 
no modern slavery in its own business 
and its supply chains. If an organisation 
has taken no steps to do so, then the 
statement should say so. The statement 
must be approved by the board, 
signed by a director (or equivalent), 
and published on the website, linked 
prominently to the homepage. 

Section 54 applies to commercial 
organisations with a global turnover of 
over £36m that carry on a business (or part 

of a business) in the UK supplying goods 
or services. Transparency statements are 
required for financial years ending on 
or after 31 March 2016 and should be 
published either with the annual accounts 
or within six months of the year-end. 

The act lays down no criminal or 
civil penalties for failing to produce a 
statement under section 54, so non-
compliance will attract no immediate 
sanctions. Complacency, though, would 
be dangerous. The government could 
seek an injunction in the high court 
requiring an organisation to comply with 
the act, with the prospect of an unlimited 
fine if the organisation continued to 
ignore the injunction. 

However, the government is 
relying primarily on reputational risk 
to drive compliance with the act. An 
organisation’s failure to produce a 
statement (or a statement saying that 
no steps have been taken) will be 
picked up by consumers, investors and 
non-governmental organisations, with 
negative publicity likely to result in 
significant brand damage. 

What to include 
There is no prescribed format for the 
section 54 statement, but there are 
indicators. The act lists six areas that 
should be considered for inclusion, 
and annex E of the Home Office’s 
Transparency in supply chains: a practical 
guide gives examples of information that 
might be disclosed, as follows:

* organisational structure (business 
model and structure, summary of 
operations and supply chains)

* policies (for example, anti-slavery 
policy, ethics charter, codes of 
conduct for employees and suppliers)

* due diligence (evidence of good 
governance around ethical trade, 
human rights and corporate social 
responsibility; consultation with 
stakeholders; supplier audits; 
engagement with both first-tier and 
lower-tier suppliers)

Free from slavery
The Modern Slavery Act seeks to drive slavery out of businesses’ supply chains. 
Steve Giles explains which businesses are affected and what they need to do

Organisations 
with operations 

or supply chains 
in India or China 
are at higher risk 

of association 
with slavery
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* risk assessment (risk profiling 
by country, sector, etc, together 
with mitigation and incident 
response plans)

* performance indicators (use of 
KPIs and targets to measure the 
effectiveness of anti-slavery actions, 
such as grievance and whistleblowing 
procedures)

* training (human rights training 
targeted for maximum effect – for 
example, employees who might 
encounter victims directly, and supply 
chain managers).

This is the first full year of mandatory 
reporting. Many organisations are 
uncertain about the detail needed in 
their statements and how far-reaching 
their actions against modern slavery 
should be. The issues are complex, 
and organisations need some time to 
develop their approach. Here are five 
tips that might help:

* Be clear about what is required. 
An organisation is obliged to report 
on what it is doing rather than to do 
anything in particular – it is certainly 
not expected to guarantee that its 
entire supply chain is slavery-free.

* Adopt a proportionate approach. 
The government expects statements  

 
to be credible and accurate but 
understands they will evolve and 
improve over time. Organisations 
should avoid overstatement, take 
actions proportionate to risk, and 
review the content of statements 
made by others in their sector. 

* Develop minimum standards. 
The baseline for the first year  
could be straightforward: an anti-
slavery policy, an initial risk profile, 
and contractual assurances that 
suppliers have provisions around 
human rights and zero-tolerance of 
modern slavery.

* Care needed by small and mid-size 
businesses in high-risk sectors. 
Section 54 applies explicitly to larger 
organisations but it is having a ripple 
effect. Increasingly, large customers 
are unwilling to do business with 
SMEs that have opaque supply 
chains. SMEs need to develop 
appropriate preventative measures 
and an anti-slavery culture.

* Ensure there is appropriate 
oversight of third-party risk. 
The board is accountable for the 
transparency statement required by 
the Modern Slavery Act. Top-level 
commitment is therefore essential,  

 
and senior managers should focus on 
two areas to minimise reputational 
risk. First, they need to create an 
anti-slavery environment and a wider 
ethical culture. Second, they need 
to ensure the robust management 
of third parties. Previously due 
diligence has often been confined 
to technical activities such as anti-
money laundering or mergers and 
acquisitions. Today it is an essential 
part of good governance. ■

Steve Giles is an independent consultant, 
lecturer and author specialising in 
governance, risk and compliance

For more information:

Read Theresa May’s article 
on modern slavery at 

bit.ly/May-slavery

See the Home Office’s practical 
guide to section 54 of the Modern 
Slavery Act 2015 at bit.ly/slavery54

You can find the Global 
Slavery Index at the Walk 

Free Foundation’s website at 
www.globalslaveryindex.org
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Dodge the tornado
While so-called ‘black swan’ events may be impossible to predict, businesses can 
mitigate financial risks by having the right strategies, processes and systems in place

The fear of the next ‘black swan’ event 
seems to be omnipresent since it was 
popularised by risk analyst and former 
Wall Street trader Nassim Nicholas 
Taleb in the aftermath of the 2008 
global economic crisis. According 
to Taleb, black swans are highly 
improbable and impossible to predict. 
They have a profound effect on the 
economies and markets they disrupt, 
either positive – think of the rise of 
the internet – or negative – as in the 
case of the 9/11 terrorist attacks and, 
indeed, the most recent financial crisis.

Richard Fairchild from the University 
of Bath’s School of Management in 
the UK and Nick Bullman, managing 
partner at global provider of risk services 
CheckRisk, have been working together 
to analyse risk events. ‘Black swan events 
are rare and must have a true element 
of surprise to fit the standard definition,’ 
they say. ‘An undetected meteor strike 
that changes the world’s weather 
patterns would be a good example.’

The premise that black swans cannot 
be foreseen does not stop us from 
speculating. Another global financial 
crisis, the break-up of the European 
Union (EU), an increasingly expansionary 
Russian policy, a Trump presidency in 
the US, China’s economy becoming 
unstable and a cyber attack with global 
consequences are all cited as possible 
candidates. However, Fairchild and 
Bullman point out that these potential 
risk events are not true black swans, 
as they can be predicted and the 
mechanisms and models to do so are 
already available.

For example, CheckRisk’s proprietary 
early-warning risk system indicates that 
the years 2017-20 will be a period of 
intensified financial market risk, with 2018 
and 2019 of particular concern. ‘Global 
debt has increased by over US$60 
trillion since 2008,’ say Fairchild and 
Bullman. ‘Another global financial crisis 
is increasingly inevitable; it can only be 
delayed, not avoided.’ 

They also point out that the collapse 
of the EU and the euro in its current form 
is quite probable unless the EU takes 
Brexit as a cause for radical reform of its 
mandate and that, as Putin’s behaviour 
patterns are relatively predictable, Russia 
will continue to be expansionary on a 
geopolitical scale. 

The odds on Trump winning the US 
presidential race as AB went to press 
were around 50:50. Leighton Vaughan 
Williams, professor of economics and 
finance at Nottingham Trent University’s 
business school in the UK, warns that 
a Trump victory could have major 
negative economic implications and 

that investors would turn as a refuge 
to gold, the price of which would rise 
along with other safe-haven currency 
prices. ‘Most significantly, the ensuing 
contraction of the world economy would 
see serious job losses and real wage 
cuts, which would hit the US, UK and 
Asia particularly hard,’ Williams says.

Credit binge
Global financial watchdog the Bank 
for International Settlements estimates 
that China’s huge credit binge increases 
the risk of the country’s banking crisis 
occurring in the next three years. And 
the possible consequences? Nicklas 
Jonow, partner at Pacific Consulting 

Group in Hong Kong, proffers this 
prediction: ‘China’s credit collapse could 
set off a series of defaults. Foreign 
and domestic investors might rush to 
go risk-off and further exacerbate the 
problem as more and more companies 
and financial institutions are unable 
to deal with redemptions, roll over 
debt or simply finance their business 
operations. As things unfold, the 
Chinese government might step in with 
a rescue package, only to find out that 
the shadow banking off-balance sheet 
lending has grown beyond their ability 
to control. China’s financial system then 
collapses and the crash spreads to the 
rest of the world.’

If businesses put strategies, processes 
and systems in place to manage 
predictable risk events, they will also be 
better equipped for true black swans 
when they occur.

‘We have to accept that we 
cannot predict the unpredictable,’ says 
Jonow. ‘But this doesn’t mean we should 
not be ready to protect the business when 
an outlier event happens. We do know that 
a recession is overdue, so keep gearing 
low, keep cash and cash equivalents, and 
keep trade finance terms conservative.’

Colin Farquhar, director at global 
consulting firm Protiviti, says: ‘It’s entirely 
predictable that totally unpredictable 
events will occur, but company 
strategies often seem to be blind to this 
fundamental truth.’ 

Farquhar further points out that 
all systems, however carefully built, 
are breakable and, once a system has 
gone critical, a runaway chain reaction 
is likely. ‘A business needs systems that 
automatically limit chain reactions and 
allow for controlled stabilisation,’ he says, 
a bit like circuit breakers and dampers in 
some engineering systems. ‘Rigid systems 
tend to work well at times of equilibrium 
but poorly at times of stress,’ Farquhar 
adds. ‘On the other hand, adaptable or 
evolutionary systems are more resilient to 
environmental change.’

‘A business needs 
systems that 

automatically 
limit chain 

reactions 
and allow for 

controlled 
stabilisation’
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Change in attitude
A change in attitude to technology risk is 
also needed, especially when many believe 
a major cyber attack, possibly on one of 
the world’s biggest banks, is a likely threat. 
If millions of businesses and people were 
suddenly unable to access their accounts, 
the aftershock could be a complete cyber 
meltdown in more than one industry.

Jonathan Wyatt, managing director 
at Protiviti, encourages organisations 
to focus much more on the business 
outcomes that might arise as a result of 
a cyber attack. He says: ‘This may sound 
like stating the obvious, but it’s not 

the approach that most organisations 
take to technology risk today. Most set 
goals along the lines of “We need to 
reduce our exposure to a cyber attack” 
or “We need to protect customer 
data”. It’s extremely difficult to define 
effective strategies with such vague 
goals.’ It’s much easier to design plans 
for outcomes such as ‘inability to trade 
to close out positions’. Wyatt says: ‘The 
solution is not always to prevent the 
attack or even the consequences of the 
attack, but to set the business up to be 
able to respond.’

A large business may not survive a 

major risk event unless it has people who 
are competent and confident to take 
appropriate actions. ‘The appointment of 
an organisational resilience officer could 
be the answer to surviving events such as 
financial crises, cyber attacks and other 
external threats,’ says Maureen Sumner 
Smith, managing director at the British 
Standards Institution. She adds: ‘Their 
remit needs to be organisation-wide, 
working closely with the CIO and COO, 
HR, operations and IT, as well as across 
the supply chain.’ ■

Iwona Tokc-Wilde, journalist
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Fit for a fintech future
Tech and finance have combined seamlessly. Professional accountants must have the skills 
to understand the transformative power of fintech, says ACCA president Brian McEnery

You only have to look at one financial 
sector to see the fintech transformation 
– banking. Most banks now have online 
services, and some have moved from the 
bricks-and-clicks model – bank branches 
plus online banking – to just the clicks.

Of course, fintech’s rise is not confined 
to banking services – it covers a wide 
swathe from lending and financial advice 
to foreign exchange and payments. And 
it’s proving truly transformative – hence 
the title of our new report, Fintech – 
transforming finance (see page 38), 
which asks where and what next for the 
accountancy profession and fintech.

Getting to grips with fintech is a 
must. The ability to manage and use it is 
increasingly important; having the skills to 
understand its transformative powers is 
essential. We accountants need to invest 
in our own digital quotient. We need to 
nurture our awareness and application 
of existing and emerging digital 
technologies, capabilities, practices, 
strategies and cultures. 

This digital quotient is a necessity 
because, as we point out in our report, 
Professional accountants – the future,  
managing the regulatory, tax and financial 
implications of the fintech surge offers 
many opportunities. 

We must also be able to manage the 
disruption fintech causes – the relatively 
new developments of bitcoin and 
blockchain remain somewhat untrusted. 

Fintech has fallen foul of shocks, too, 

highlighting the inherent risks. UK-based 
Powa Technologies, an e-commerce firm 
that was valued at US$2.7bn, went into 
administration in February. At P2P lending 
firm Lending Club, which managed 
US$1.15bn-worth of funds as of December 
2015, the resignation of the CEO over 
alleged internal mismanagement of loans 
has highlighted the importance of sound 
financial management practices. 

Our value comes in providing 
sound analysis on fintech and future 
developments, from the regulatory 
landscape to raising capital, and playing 
an important part in valuations, especially 
for startups and entrepreneurs. 

Fintech will remain a part of our 
economies and societies, and our role 
is intrinsically linked to it. Developments 
will place greater emphasis on the 

need for forward-thinking professional 
accountants, equipped with strong 
digital understanding and vision to 
guide firms through what lies ahead. Our 
technological and digital abilities are 
already much in demand, and I see  
a future where they will be needed  
even more. ■

Brian McEnery is a partner specialising in 
corporate restructuring and healthcare 
consulting at BDO Ireland

Developments 
will place more 

emphasis on 
the need for 

forward-thinking 
accountants with 
vision and digital 

understanding 

For more information:

Read FinTech – transforming 
finance at accaglobal.com/fin-tech

Read Professional accountants – the 
future at accaglobal.com/thefuture
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Question time
Make a habit of asking questions, suggests Peter Williams. It can help move individuals 
beyond the obvious, drive the business in the right direction, and give you some insight too

Spending time talking to accountants, 
I invariably try at some point in the 
conversation to slip in the innocuous 
and inoffensive question: ‘What have 
you learned recently?’ The question 
is deliberate, targeting a different 
response from ‘What have you 
been doing?’ You get to hear some 
fascinating answers. 

If the opening question doesn’t fall 
on stony ground (which can happen), 
the follow-up question depends on 
their role. FDs or financial controllers 
are asked: ‘What have you learned from 
the rest of the business?’ Those who 
work in advisory capacities (auditors and 
consultants) are asked: ‘What have you 
learned from your clients?’ Occasionally 
there’s an unrewarding response. One 
man suggested with a deal of certainty 
that, as a consultant, his job was to impart 
knowledge, so he was unable to imagine 
learning from any client situation. It was 
clear he wasn’t asking many questions, 
which was his mistake. 

We can all learn from many different 
quarters – even from the unexpected 
or the apparently unprofitable. Joseph 
Jordania, an academic, suggested that 
the ability to ask questions is probably 
the key element that distinguishes human 
from animal cognitive abilities.

That makes the question a powerful 
tool that deserves to be regularly and 
intentionally used. It can be put to good 
use by accountants just as much as by 
those who get paid to ask questions, such 
as journalists, teachers and pub quiz hosts.

Finance professionals should deploy it 
because asking the right questions helps 
people make the right decisions. It helps 
the questioner to understand, and the 
questioned to reflect. US leadership coach 
Marshall Goldsmith pays someone to 
ring him up and ask him the same agreed 
questions every day. Goldsmith – whose 
coachees include Alan Mulally, the CEO 
credited with a spectacular turnaround 
at motor company giant Ford – sees the 
questions as a discipline to make sure he’s 
on the right track in his work and personal 
life – he even gives himself a daily score. 

The key task – one which is as vital as the 
answers – is deciding on the questions. 
They could be business or personal, they 
could evolve over time or some could stay 
the same for many years. 

Perhaps that approach may not be 
for us all, but a group of experienced 
management consultants has published 
a book, The 99 Essential Business 
Questions. The book quotes French 
Enlightenment writer Voltaire’s suggestion 
that people should be judged by their 
questions rather than their answers. One 
of the seven authors, David Glassman, 
says that accountants in senior roles are 
in a prime position to ask their colleagues 
questions that help drive the business in 
the right direction. 

Glassman suggests two questions. The 
first is a risk/strategic one: what is over the 

hill? In other words, what could be about 
to happen that we should be trying to 
anticipate? The second is unambiguously 
financial: what is the cashflow impact of 
any proposed action? 

Good questions can move individuals 
beyond the obvious management actions. 
To ask a good question is to learn – really, 
you are asking what insight you can 
gain. The ultimate point of a question, 
Glassman says, is twofold. First, by asking 
the right questions of colleagues and 
clients, financial professionals will make a 
significant contribution towards achieving 
strategic goals. Second, by asking 
questions of themselves, it enables the 
crucial self-reflection: ‘what can I learn?’ 
Do that, says Glassman, and you are 
holding up an undistorted mirror, allowing 
a truthful reflection to be seen. ■

Peter Williams is an 
accountant and journalist
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Climb beyond the plateau
Years of increased regulation and a lack of vision or appetite to break from tradition have 
led to stagnation in the evolution of corporate reporting, says Robert Bruce

If you are out hillwalking there is always 
a point you reach with the gloom of 
inevitability. You have been clambering 
up for what feels like weary hours. 
There is a ridge ahead. Surely from 
there you will see the summit beyond 
and can then rest in happy fulfilment. 
But it doesn’t work like that. Each 
ridge achieved reveals another ridge 
higher up. And it must be this that 
accountancy firm EY is talking about in 
its latest annual review of the published 
reports and accounts of the FTSE 350 
companies. 

Companies are still making progress 
in efforts at explanation and disclosure. 
But that progress has slowed to a crawl. 
EY suggests efforts may have reached 
a plateau. If so, that is even more 
depressing than having the summit just 

out of sight. A plateau is where you stop 
and wonder if it really is worth all this 
effort at all.

Over the years this debate has rolled 
onwards, with moments of exhilaration 
tempered with times of glum plodding. 
Yet we ought to be at the point where, 
insofar that it is at all possible, we should 
have cracked it. The years of producing 
an annual report and 
accounts by simply 
updating each different 
box of information 
from last year are long 
gone. But the new world 
has not managed to 
replace it fully. What 
should have happened 
is a transformation that 
reflects what regulators, 

investors, accountants and the world 
generally wants. This is what the Financial 
Reporting Council had in mind when 
its decree that directors had to sign an 
annual undertaking that their report 
and accounts was ‘fair, balanced and 
understandable’ came into force. It was 
the thinking behind the concept of the 
‘strategic report’. It is the thinking that 
comes with integrated reporting. But if 
you delve deep into EY’s findings you 
come to the conclusion that the change in 
thinking really hasn’t happened yet. 

Clutching at straws
To be fair, EY does say that, for example, 
the quality of reports was up this year 
and some people were being innovative 
with their disclosures. Strategic reports 
had improved, ‘although the quality 
of governance reporting continues to 
lag behind somewhat’. ‘Governance 
reports,’ EY points out, ‘are still largely 
process rather than outcome oriented’. 
Nomination committee reporting and 
shareholder engagement disclosures 
‘continue to be areas for potential 
improvement’. You feel EY is clutching at 
the available straws here. And this is why, 
in their next breath, you find it saying: 
‘The pace of improvement in overall 
reporting quality has slowed, however, 
which suggests that we may have reached 
a plateau’. They then suggest that this 
is partly because of the sheer number 
of changes in the regulatory landscape 
and that there may well be an element of 
taking stock going on as a result. 

But this may not be the case. The 
real changes are at work but they are 
not being recognised properly nor 

implemented sensibly. 
What has been happening 
has been happening 
gradually. And there is a 
point, and it is possibly 
not a plateau, where 
changes are recognised 
fully for what they are. 
We are possibly at the 
moment when how 
companies are viewed 

Robert Bruce is an 
accountancy commentator 

and journalist

Hear ye!

Listen to Robert 
Bruce’s podcast 
about employees on 
company boards at 
accaglobal.com/ab/
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For more information:

Find EY’s Annual reporting in 
2015: evolving communication in a 

changing world at bit.ly/ey-ar

and how they portray themselves changes 
utterly. The gradual shift from the 
report and accounts being a ragbag of 
regulatory disclosures and self-justifying 
corporate public relations to a genuine 
view of what makes one company 
different from another, and how those 
differences add up to a culture that 
will provide long-term and sustainable 
growth, may well soon be upon us.

A question of culture
The problem, as the EY report makes clear, 
is that word ‘culture’. ‘During our reviews,’ 
the report says, ‘we particularly looked 
for useful disclosures on the competitive 
advantages of the business model and 
how it differs from other companies in 
the industry.’ They found that only 42% of 
reports ‘explain this effectively’. Yet this is 
the heart of it all. This is where a company 
can explain to its investors, stakeholders, 
and the rest of the world, why they are 
doing better and will continue to do better 
than the competition.

This is where culture comes in. There is 
a telling figure in the EY report. A search of 
all the reports and accounts under scrutiny 
found that 97% included a mention of 
corporate culture – but only 10% explained 
why it might be important. And that is 
where the plateau lies. Companies have 
been told that their culture matters in but 
remarkably few have properly understood 
how it unlocks their route to being better 
understood and, more important, more 
competitive and successful.

EY makes the point that reporting on 
culture is not easy. But it is unavoidable. 
As we all know, culture is something 
that takes a long time to change and for 
that change to be recognised. And the 
only point where you can really see the 
benefits is after the long slog upward, 
when the clouds part and the sun beams 
down. All that is still far away from those 
trying to make the report and accounts 
show why the company is doing well, or 
what hazards may lie ahead. As Hywel 
Ball, EY’s managing partner for assurance 

in the UK and Ireland, puts it: ‘Many 
stakeholders, investors and regulators 
are hungry for new and greater insights 
into corporate culture and other such 
non-financial information. They recognise 
that culture is fundamental to a company’s 
performance, the risks it faces and how 
the business is valued. Yet the reality is 
that insights into culture remain largely 
absent from most corporate reports’. 

He concludes that any company that 
manages to close this expectation gap is 
likely to be at an advantage. Corporate 
culture still suffers from the long 
hangover of being predominantly about 
compliance. All it needs is for companies 
to look outwards at what people  
want rather than inwards as they have 
always done. ■
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Close, but no cigar
While Marks and Spencer’s annual report wins plaudits for transparency and instilling 
public trust, it still has some way to go to satisfy investors’ questions

Pity the judges of the Building Public 
Trust in Corporate Reporting Awards, a 
UK event that professional services firm 
PwC has been organising for 14 years.

The challenge raises all the issues that 
companies have to grapple with in 21st 
century reporting. Concerned parties 
are not just the reporting company’s 
shareholders, but its employees, suppliers 
and society. Subjects that must be 
covered are not just how profit was made 
or lost, but sustainability, governance 
and incentives, community spirit and 
integrity of reporting – somehow finding a 
coherent and consistent thread that runs 
through it all. 

So the winner of the FTSE 100 award 
for excellence in reporting, Marks and 
Spencer Group, no doubt won credit 
for its 104 commitments under its plan 
A, which covers everything from charity 
work to ethical sourcing. It also managed 
to tabulate board activities and avoid 
paying its (outgoing) chief executive an 
embarrassing amount (about £2m).

And its annual report can be officially 
lauded as ‘integrated’ in accordance with 
the International Integrated Reporting 
Council’s framework. The result of this 
is a rather busy diagram illustrating 
‘connected value’, splicing financial, 
non-financial and strategic objectives with 
a business model that includes ‘listen & 
respond’ and ‘serve & engage’. 

The danger is that in trying to get the 
narrative right for a variety of audiences, 
the company’s efforts to tackle operating 
weaknesses and longer-term challenges 
to its business model get buried. M&S 
describes its mixed performance – food 
good, clothes still a problem – clearly 
enough, but the £200m gap between 
‘underlying profit before tax’ and the 
statutory number sent me scurrying to 
the financial statements – and an auditor’s 
report that had ‘presentation of non-
GAAP measures’ as its first key risk. 

With 10 ‘adjustments’, all but two of 
which counted out losses, it was difficult 
to have complete trust in the picture the 
M&S report was painting of corporate 
performance. Yes, M&S deserves plaudits 

for its transparency, but that is not enough 
to gain the trust of investors, who are 
supposed to be the primary audience. 
Investors are worried about a margin 
squeeze in a business where sales are flat. 
Their time might be better spent visiting 
M&S stores to see if the clothing aisles are 
busy, or pondering the trade-offs between 
price cuts and better staff pay and greater 
ethical demands on suppliers. Not to 
mention whether the rather large defined 
benefit pension fund can stay in surplus.

The award covered communications 
beyond the annual report, and in 
September M&S did produce reassurance 
– the base camp for trust – that it is 
grasping nettles. A couple of short 
and sharp announcements, on head 
office job cuts and rationalising pay and 
pensions, provided evidence that the new 

chief executive, Steve Rowe, is indeed 
simplifying the business.

The other quoted company winner, 
Great Portland Estates, is smaller and 
simpler. Its annual report spells out its 
focus on London commercial property 
and stresses efforts to strengthen the 
balance sheet after a long upswing in 
the market. So we trust it to be better 
prepared for a downturn than it might 
otherwise have been. But then there’s 
‘events’. For Great Portland, and other 
London property developers, the great 
event has been Brexit and the uncertainty 
that this vote has cast over London’s 
future as an international hub. Property 
is a cyclical business and downturns put 
fine words to the test. It is Great Portland’s 
financial position that gives us some 
reason to trust its resilience. ■

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

and Assurance Council of the 
Financial Reporting Council
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Bots of interest
A recent Deloitte survey reveals a sharp increase in the number of shared services and 
global business services organisations investigating robotics process automation

They already walk among us…

Robotics process automation (RPA) is now a viable, 
proven solution for shared services and global business 
services, according to Deloitte’s online survey. 

9% of respondents have already implemented RPA

76% plan to investigate the technology in the coming year

How much process re-engineering?

Few respondents thought RPA could be successfully 
implemented without a greater or lesser degree of 
re-engineering of existing processes in the business.

Ushering in the digital workforce

Asked how they viewed RPA, most respondents saw it as a digital workforce enabler 
– but over half thought artifi cial intelligence and cognitive tech would deliver more.

Will it pay?

Every respondent who had 
implemented or piloted 
RPA (and a majority of the 
rest) was confi dent it would 
deliver fi nancial benefi ts.

For more information:

Download the report The robots are here: Meet your 
digital workforce at bit.ly/Deloitte-RPA

■ Not sure what will be needed   ■ None unless 
absolutely required   ■ Tweaks only   ■ Re-engineering 
only if signifi cant benefi t     ■ End-to-end/signifi cant

RPA-aware
RPA investigators

RPA pilots
RPA implementers

A fad that will disappear in a few years

A pure tech implementation

A systems upgrade stop-gap

A useful tool, but cognitive/AI will be the big prize

An operating model that will enable a digital workforce

2%

14%

18%

51%

65%

5%

63%
82%

100%
100%

8%

36%39%

12%
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The ‘merry’ science?
Policymakers and companies want to explore what really makes us tick. As a result, 
understanding happiness will be at the heart of economics in the future 

money in a host of ways. Does income matter in absolute terms, 
with diminishing returns below a certain point? Is it the change 
in income that is important, with stagnation or decline making 
people unhappy at even high levels of earnings? Or is it relative 
income, with the material progress of your neighbours or the rest 
of society being the crucial determinant? Finally, is it net wealth, 
rather than income per se, that is key? 

As yet, there is no full consensus on these questions. But there 
are issues on which many economists now agree. The research of  
Deaton and psychologist Daniel Kahneman suggests money stops 
producing additional gains in day-to-day happiness after about 
US$75,000 a year in the US – roughly sufficient for a secure life. 
Still, there are also indications that people continue to rate their 
overall life satisfaction higher as their income continues to climb. 

Relative values
There is also strong evidence that relative wealth is important. A 
recent study allocated an average of US$357 each to around 500 
lucky ‘lottery’ winners in rural Kenya, enough to almost double the 
wealth of the average villager. By using a range of clinical tests, 
the study showed lower levels of stress and depression among the 
winners. Sadly, this only lasted about six months and was matched 
with a corresponding rise in cortisol, a stress hormone, among 
non-winners, presumably envious at their neighbours’ windfall.

Other research suggests that more extreme levels of 
inequality can also reduce happiness. A rise in incomes of 
the top 1% of earners can depress life satisfaction in the rest 
of society, even when household incomes and GDP remain 

constant, says Jan-Emmanuel De 
Neve, an Oxford University academic 
and co-author of this study: ‘We knew 
that human wellbeing is sensitive to 
relative standing or rank but we have 
underestimated the importance of the 
range of the income distribution which 
is getting extended as the top tier 
races ahead.’ 

Moving from individuals to 
countries, the controversy is even 
greater. University of Pennsylvania 
economists Betsey Stevenson and 
Justin Wolfers have disputed the 
Easterlin paradox, using survey data 
to show a reliable increase in life 
satisfaction as nations grow richer, 
with no limit in sight so far. 

It is getting harder to accuse economics of being ‘the 
dismal science’. With every passing year, the discipline 
is taking an increasing interest in hedonics – the study 

of what makes us cheerful and fulfilled. The rising status of 
hedonics was underlined when Angus Deaton, an economist 
and leading happiness researcher, became the most recent 
recipient of the Nobel Memorial Prize for Economic Sciences. 

Governments are also throwing their weight behind the 
trend. France and the UK have both started collecting data 
on wellbeing, while earlier this year the United Arab Emirates 
appointed a minister for happiness.

So why is this discipline growing so fast? What has it taught 
us so far? And what does the future hold for practitioners of this 
ever more ‘sentimental’ science? 

Although economists are exploring a range of factors that 
affect our mood, the most basic debate has been over whether 
money makes us happy – and if so, when, how and why? 

The issue was identified in passing by the field’s founding 
father Adam Smith, who believed that the notion that wealth 
created happiness was an illusion, albeit a helpful one. Writing in 
1759 he argued that: ‘The pleasures of wealth and greatness strike 
the imagination as something grand and beautiful and noble, of 
which the attainment is well worth all the toil and anxiety which we 
are so apt to bestow upon it. It is this deception which rouses and 
keeps in continual motion the industry of mankind.’ 

The question was only picked up again in earnest in the 1970s 
by Richard Easterlin, professor of economics at the University 
of Southern California. He concluded that at a national level 
happiness does not increase with 
wealth once basic needs are fulfilled, 
a phenomenon that has come to be 
known as the Easterlin paradox. 

More recently, economists have 
been breaking down this question 
into its various sub-components. ‘The 
issue itself has sometimes been hard to 
pin down,’ says Paul Zak, professor of 
neuroeconomics at Claremont Graduate 
University in Southern California. ‘For 
a start, we can try to measure different 
dimensions of happiness – day-to-
day sentiment, an overall sense of life 
satisfaction, or a sense of purpose, 
what the Greeks called “eudaimonia”.’ 
In addition, it is possible to link either 
of these dimensions of wellbeing to 

‘We found that 
spending money 
on other people 

and experiences, 
over possessions, 

tended to make 
people happier’
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An additional wrinkle in the debate is that it appears to matter 
not just how much money you have, but how you use it. ‘We found 
that spending on other people and experiences, over possessions, 
tended to make people happier,’ says Michael Norton, a professor 
at Harvard Business School and co-author of Happy Money: The 
New Science of Happier Spending. ‘Your decisions are crucial in 
determining how much satisfaction you get from your cash.’ 

All the rage
So why has this study become all the rage among economists? 
Richard Layard, a professor at the London School of Economics 
and one of the creators of the World Happiness Report, believes 
that policymakers have increasingly seen the appeal of this 
approach. ‘In the end what really matters is the quality of life as 
people experience it,’ he says. ‘We believe this should become 
the acid test for public policy. But wellbeing also matters because 
it affects productivity – the best places to work also experience the 
biggest rises in share price. So it’s a win-win approach.’ 

Ecologically minded policymakers have been especially keen 
on hedonics. An economic model based on the assumption that 
‘more is better’ may ultimately place unsustainable demands on 
the world’s natural resources. Finally, the discipline may be getting 
a push from recent lower levels of growth around the world. 

‘The financial crisis got some countries to measure things 
other than GDP,’ says Dan Ariely, professor of behavioural 

economics at Duke University and author of The Honest Truth 
about Dishonesty. ‘If GDP growth is weak, why not measure 
something that makes us look a little better, like happiness.’

The techniques of economists are also becoming more 
futuristic. For much of the history of economics, academics simply 
assumed they knew why people made decisions. From the 1990s, 
behavioural economists have proved through experiments that 
human decision making was less rational than previously thought – 
with predictable irrationality, as Ariely has put it. 

Increasingly, economists are moving beyond self-reported 
surveys to biological data, as in the Kenyan study. Claremont’s 
Zak has even set up a monitoring company, ZESTxLabs, which 
allows companies to measure the minute-by-minute response of 
potential customers to their products by collecting gigabytes of 
data from sensors on the head, torso and fingers. 

‘As the cost of such technology falls, it is likely to be used 
more and more by policymakers and companies who want to 
understand what really makes us tick,’ Zak says. ‘This will be at 
the heart of economics in future.’ ■

Christopher Fitzgerald and Fernando Florez, journalists

For more information:

Find the World Happiness Report at bit.ly/1O1QJnz
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Shaking things upShaking things up
The traditional world of banking is undergoing a revolution propelled by technology, in 
which smaller, more agile rivals are forcing the big banks to react

founded in 2012 – made loans of US$24m in year one, US$538m 
in year two, and US$2.3bn in year three. In January 2016 it was 
valued at US$18.5bn. 

Fintech activity is taking place around the world, particularly in 
the US and Asia. London has also built a reputation as a thriving 
fi ntech hub, aided by the city’s status as a global fi nancial centre 
and the UK’s willingness to adopt new technology. The Brexit 
vote has triggered some questions as to what the future holds, 
however. Two key factors will be companies’ ability to recruit the 
talent they need and the nature of the regulatory framework in 
which they will have to operate. For example, the possible loss 
of passporting rights – permission for fi ntech fi rms with banking 
licences to operate across EU borders – is a concern for those 
operating in multiple European territories.

Banking innovation
New technology is resulting in new banks – startups that can 
make the most of the latest technology and business models. 
For example, open-access platforms allow software developers 

Financial technology (fi ntech) is shaking up the 
established world of fi nancial services. Innovative start-
ups are offering new services, attracting investment, 

growing fast and taking on traditional players. 
Fintech businesses operate across the spectrum of fi nancial 

services. Many fi nance professionals are already benefi ting 
from the tools and applications that are making their mark on 
accounting, such as Xero, a cloud-accounting and reporting 
platform, and Receipt Bank, which enables invoices and receipts 
to be processed via smartphone photos and email. But fi ntech 
covers many more areas, from lending and advice to foreign 
exchange and payments (see box). 

Investment in new fi ntech ventures is growing. According to 
consultancy Accenture, investment in global fi ntech rose by 75% 
in 2015 to US$22.3bn. In 2015, UK companies were involved in 
US$962m of fi ntech investment activity, according to KPMG. 

The fi ntech businesses themselves are expanding rapidly, 
as highlighted in ACCA’s recent report, FinTech – transforming 
fi nance. For example, Lufax – a Chinese peer-to-peer lender 

38 Insight | Fintech

Accounting and Business 11/2016

GL_I_FinTech.indd   38 06/10/2016   16:01



What does fintech do?

The fintech sector covers many aspects of financial 
services, including:

* Borrowing money – peer-to-peer lenders such as 
Ledico, Zopa, Prosper and OnDeck connect savers with 
borrowers

* Foreign currency – peer-to-peer money transfer service 
TransferWise is a market leader in foreign currency 
exchange

* International money transfer – innovators include 
Xoom, Azimo and CurrencyFair

* Credit reports – Credit Karma in the UK is challenging 
Experian in the market for personal credit information

* Fraud protection – V-Key provides multi-factor 
authentication payment security solutions for mobile 
applications

* Payments/e-commerce – Klarna is changing internet 
retail with a payment proposition that lets consumers 
receive goods before they pay

* Financial advice – Scalable Capital reduces the costs of 
expensive face-to-face advice by using algorithms to 
make decisions about what to invest in and when

* Insurance – Trōv, an on-demand, app-based insurance 
provider for personal belongings, is part of a growing 
insurance technology (insurtech) sector.  

to create their own apps and straight-through processing for a 
highly automated loan process. The UK has a number of online-
only bank startups, such as Atom Bank, a mobile-app-based 
bank with no call centre or branches. Similarly Tandem Bank 
is committed to creating a mobile app-based retail banking 
proposition that is personalised to help its users identify money-
saving opportunities.  

Fintech doesn’t necessarily spell the end of traditional banks, 
although they do face challenges. Most big banks lack the agility 
of smaller rivals and still rely on outmoded and unwieldy legacy 
IT systems. However, they are trying to adjust to the potential of 
fintech by acquiring challengers or finding ways to collaborate 
with new entrants. Institutions such as Citibank and UBS are 
using a range of techniques to engage with fintech startups. 
Innovation labs, challenge prizes, venture funds, accelerators 
and workspace hubs have been launched around the world in 
attempts to attract and nurture talent and tap into emerging 
‘big ideas’. There are benefits both for the big banks and 
fintech entrepreneurs. As Richard Brown, partner in Santander 
InnoVentures, a fintech-focused investment fund, says: ‘It’s about 
collaboration, learning and spreading an entrepreneurial culture 
in the bank as well as making a financial return. Banks can benefit 
through collaboration. We can bring our huge scale to startups. 
Winning user adoption is a huge challenge for startups.’ 

As traditional banks respond to the challenge posed by 
agile startups, one structural factor working in their favour is 

the mass of legislation that, depending on the jurisdiction, 
limits what new entrants can do. Regulation does evolve, 
of course, so such challenges could ease with time. Some 
countries are supporting innovators, entrepreneurs and the 
banks as they navigate the rules. For example, the Financial 
Conduct Authority in the UK has set up a ‘regulatory sandbox’ 
– a safe space where firms can experiment with new products, 
services and business models without incurring all the normal 
regulatory consequences. The regulatory compliance challenge 
itself creates new technology opportunities. The regulation 
technology (regtech) sector, which provides technology 
solutions to enable better regulatory compliance, is another 
growing area of entrepreneurial activity.

All banks and other financial services entities are likely 
to be affected by the impact of blockchain – the underlying 
distributed ledger technology that underpins bitcoin, the virtual 
currency. Blockchain could become the digital infrastructure 
for everything from processing payments and trading shares 
to verification or land registration. It could transform the way 
in which many financial transactions are conducted, including 
back-office finance functions. A recent study by Autonomous 
Research estimated that within five years, blockchain could 
enable US$16bn of cost savings by simplifying back-office and 
settlement processes.

Opportunity knocks 
Growing sectors such as fintech offer good opportunities 
for professional accountants to help emerging businesses 
meet their regulatory, tax and financial needs. Finance 
professionals also have important roles to play in supporting 
fintech mergers and acquisitions and fundraising activity, 
including stock market listings. These roles require the 
development of specialist business valuation skills. Fintech 
company valuations are based on five, largely intangible 
elements: brand, intellectual property, data assets, client 
numbers and recurring income. Traditional valuation methods 
therefore no longer apply.

Fintech developments will continue to shape traditional 
advisory roles too. Professional accountants need to embrace 
digitisation, using it to help them provide even more insightful 
analysis to help companies grow and understand the value they 
are creating. ‘Fintech frees us up to work on better things,’ says 
Bivek Sharma, head of small business accounting at KPMG. 
‘Accountants are now in the data analytics sphere. We are in 
software procurement. We can help clients with cashflow, with 
funding. We can work with clients so they sell more, and structure 
their business in the best way. We are now free to become 
consultants and FDs.’ ■

Sarah Perrin, journalist

For more information:

See ACCA’s report FinTech – transforming finance at 
accaglobal.com/fin-tech
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Quality control
As mandatory auditor rotation comes into effect in the EU as well as other parts of the 
world, an ACCA study looks at the factors perceived as important to audit quality

* communication between the audit team and 
client management

* the audit partner’s knowledge of the client industry 

* the senior managers’ knowledge of the client industry

* a very knowledgeable audit team

* the audit quality assurance review. 
The study is particularly interesting because it compares the 
perceptions about audit quality from the supply side of the 
equation – auditors – against those that pay for it. As the report 
points out, those supplying the service have far more information 
about audit quality than is available to the purchaser. Of the 
three groups in the study, auditors have the most information 
available to them about audit quality, directors the least, and 
CFOs are somewhere in between.

This is important because it means that the purchasers of 
audit services are essentially doing so on trust; they have only 
limited ability to determine the quality of an audit, both before 
they have bought it and after it is completed. The company 
could well be uncertain that the service they are paying for fully 
meets their needs and would not know if they were overcharged. 

Even so, the report’s authors were surprised to find a high 
level of agreement between the three stakeholder groups on 
what contributes to a high quality audit. ‘We expected the 
directors to be much more concerned about independence than 
the auditors, for example,’ says Nonna Martinov-Bennie, director 
of IGAP and a member of Chartered Accountants Australia and 
New Zealand, who co-authored the report with Paul Taylor, a 
researcher at IGAP. ‘Auditing firms know their personnel whereas 

the directors must, to some extent, put 
their faith in the audit team. It’s logical 
to expect that directors would be 
more concerned about measures that 
increase independence.’

In fact, all three groups ranked 
the competence of the firm and its 
team and the interaction between 
the company and auditor as more 
important than independence. 
Auditors, CFOs and directors ranked 
audit firm size as the most important 
attribute as an indicator of audit quality, 
followed by the level of attention that 
partners and managers paid to the 
audit. The level of communication 
between the audit team and the client 
was also rated as very important by 

High-quality audits are an essential part of business. If 
shareholders, directors, the public and press see the 
audit process as less than rigorous, their confidence in 

the stability of companies – as well as in the audit profession 
– will sink. Every corporate fraud and failure is a threat to this 
fragile balance.

The profession has struggled for years to get across the 
message that audits are not a panacea to cure all ills; even the 
best ones can fail to detect a problem if those preparing the 
accounts are intent on deception. So, more recently – in the 
wake of the financial crisis – regulators and standard setters have 
focused more closely on audit quality as a way of improving 
public confidence in the audit process. This culminated in the 
Framework for Audit Quality released by the International 
Auditing and Assurance Standards Board in 2014.

The framework set out the factors underpinning a high-
quality audit: independence, competence and the interactions 
between the audit firm and company representatives. Of 
these, independence is arguably seen as most critical by 
regulators, resulting in a string of legislation around audit firm 
rotation and partner tenure. 

A new comprehensive study from the ACCA, though, 
shines a light on what company directors see as the most 
important contributors to audit quality. Directors’, CFOs’ and 
auditors’ perceptions of audit quality attributes: a comparative 
study, carried out with the International Governance and 
Performance Research Centre (IGAP) at Macquarie University 
in New South Wales, Australia, looked at how these three 
stakeholder groups assessed and 
understood audit quality – and its 
findings threw up several surprises. 

Information inequality
The study assessed the perceptions of 
directors, CFOs and auditors against 
the relative importance of 10 audit 
quality attributes:

* audit firm size

* the length of the audit 
partners’ tenure

* the provision of non-audit services 
by the audit firm

* the audit firm’s experience of the 
client’s industry

* the audit partner or manager’s 
attention to the audit

‘The participants 
at the focus 

sessions were 
emphatic that 

competence was 
more important 

than the focus on 
independence’
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all three groups. Audit partner tenure, on the other hand, had a 
relatively low importance.

Bigger is better
So why does size matter so much? As part of their study, the 
authors included focus group discussions with representatives 
from each of the groups taking part, and these conversations 
indicate general agreement that larger firms are seen as being 
able to offer better services across a wider range of industries. 
CFOs also argued that Big Four firms carried a level of prestige 
that was important for investor confidence. Auditors taking part 
in the discussion were split, of course, depending on whether 
they worked for a Big Four or second-tier firm.

The importance attached to partner and manager attention 
is an indication of the level of trust and confidence that is 
essential in a good auditor-client relationship. It was of particular 
importance to directors that they had full confidence in the 
senior members of the audit team who were conducting their 
audit. One CFO commented in the focus group discussions that 
a relationship with the audit partner built up over a period of 
time went to ‘the heart of getting a quality job done’, while a 
director added that ‘the more complex the company, the longer 
it takes the partner to be across the job. I don’t think they really 
get across the stride of it until about year three, and by year five 
it’s going really well’.

‘The participants at the focus sessions were emphatic 
that competence was more important than the focus on 
independence,’ Martinov-Bennie says. ‘The fact that longer 
tenure enhances the auditor’s knowledge of the client and its 
industry outweighed, for them, the fact that longer tenure might 

potentially increase familiarity and reduce independence.’ But, 
she adds, she was also left with the impression that although 
the participants felt that independence is important they did 
not really consider it to be an issue: ‘They appeared to agree 
with the auditor who said in one of the focus sessions that 
independence was “a given”.’ 

Company management want to know and trust their auditor 
– and it is clear that they see audit firm and partner rotation as 
getting in the way of that essential relationship. The unanswered 
question is whether shareholders would agree with the other 
groups; Martinov-Bennie’s view is that because shareholders 
generally only have access to publicly available information, ‘it 
is likely that regulatory controls such as limits on audit partner 
tenure may have much greater appeal for them’.

She adds that auditors may well be surprised that directors 
and CFOs would also place a relatively low level of importance 
on regulatory measures such as limits on audit partner tenure 
and mandatory quality reviews. ‘Perhaps the real lesson, however, 
is for the regulators,’ she says. ‘The message is that these 
measures are almost universally not ranked as a high priority, and 
there’s some concern that the excessive focus on compliance 
may in fact have a detrimental effect on audit quality.’ ■

Liz Fisher, journalist

For more information:

Download Directors’, CFOs’ and auditors’ perceptions of 
audit quality attributes: a comparative study at  

bit.ly/acca-percept  
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Delivering on promises
While the adoption of integrated reporting is growing, many potential preparers remain 
unconvinced of the benefits, according to two new ACCA-backed reports 

the business model would be welcomed,’ said the report, ‘and 
this might increase the relevance and usefulness of the six IR 
capitals for investment decision-making purposes to them.’

The report identifies a number of barriers to the wider use of 
IR, including:

* users’ general lack of familiarity with IR

* concerns about the measurability and connectivity of the 
capitals model

* a lack of widespread engagement and discourse around IR.
‘Although an increased number of IR reports from preparers 
may help achieve a critical mass, a more demanding challenge is 
the culture within equity markets and the incentive-led demand 
of equity analysts,’ the report concluded. Its recommendations 
include that more research should be carried out to establish 
the market benefits of IR, and that those already supportive of IR 
should be encouraged to promote its inclusion in client meetings 
and at market events generally.

A second report, Factors affecting preparers’ and auditors’ 
judgements about materiality and conciseness in Integrated 
Reporting, examines emerging practices in the early years of IR 
adoption. Covering reports from 28 countries, it looks at how 
preparers decide what to include and to what extent they are 
transparent about the decision-making process.

The authors – Marvin Wee, Ann Tarca and Lee Krug of the 
University of Western Australia, Walter Aerts of the University of 
Antwerp and Tilburg University, and Penelope Pink and Matthew 
Tilling of BDO in Australia – found that many companies using IR 
had a specific process in place for determining materiality, which 

involved both internal and external 
stakeholders and typically involved 
interviews, surveys and focus groups. 
Generally, companies followed the 
advice of the IR framework, which 
recommends that companies consider 
the magnitude and likelihood of 
occurrence when deciding if something 
is material. Few companies, though, 
described the process of evaluating 
and prioritising items, most likely for 
commercial reasons.

The study found that items that 
appeared in the financial statements 
were more likely to be considered 
material than social or environmental; 
this, the authors argued, is consistent 
with the conventional interpretation 

Integrated reporting (IR) is steadily gaining momentum. 
According to the International Integrated Reporting Council 
(IIRC), more than 1,000 businesses across the world are 

using IR to communicate with their investors, and companies 
listed on the Johannesburg Stock Exchange in South Africa 
are now in their fourth year of IR since the King report 
recommended that listed companies issue integrated reports.

So now seems like a good time to take stock of the impact 
of IR and assess whether it is delivering the decision-useful 
information that it promises. Two recent and comprehensive 
academic studies, both supported by ACCA, the IIRC and 
the International Association for Accounting Education and 
Research, have done just that.

The first, Meeting users’ information needs: the use and 
usefulness of Integrated Reporting, looks at IR from a demand 
perspective, by directly examining the views of 37 senior capital 
market users of financial information. Overall, the report’s 
authors, Professor Richard Slack of Durham University Business 
School and Professor David Campbell at Newcastle University 
Business School, found ‘mixed views on IR’ among equity market 
participants and other users. ‘There is some, although limited, 
evidence of use and demand [of IR] from buy-side fund managers,’ 
says the report, but mainstream investment fund managers and 
equity analysts on the sell side ‘were not aware of or familiar with 
IR, which was reflected in their current lack of demand for IR and 
their perception that it lacked decision-usefulness.’

Lack of awareness
The authors found that the ‘capitals’ 
model, a fundamental concept within 
the Integrated Reporting Framework, 
which was issued in 2013, was of 
particular concern. The model is 
intended to provide insight about the 
resources and relationships used and 
affected by an organisation, as well as 
the changes in value of capital caused 
by the organisation’s business activities.

The study found a ‘general 
misunderstanding of, and concerns 
expressed about’, the model and the 
authors felt that scepticism about its 
reporting of the six capitals (and a 
lack of a specific reporting template) 
was impeding demand for IR. ‘A more 
focused discussion of strategy linked to 

‘A more 
demanding 

challenge is the 
culture within 

equity markets 
and the incentive-

led demand of 
equity analysts’
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of value as a monetary concept. The report suggests, as ACCA 
chief executive Helen Brand highlights in her introduction, that 
the judgment of professional accountants will become even 
more critical in the future as reporting becomes more multi-
faceted and complex.

Reluctant to get involved
The report’s authors interviewed corporate report preparers in 
Australia, Canada, Denmark, Germany, Netherlands, Singapore, 
South Africa, Spain, Sri Lanka and the UK. In particular, the 
interviews highlight where there is still work to do in promoting 
IR and in articulating its benefits. While some interviewees were 
positive about their experiences, others were reluctant to get 
involved because the benefits are not entirely clear to them. 
The interviews also suggested that many see IR as a potentially 
expensive activity because of the resources involved and the 
degree of cultural change needed in an organisation, and that it 
is not apparent to everyone where integrated reports fit within 
the various national corporate reporting regulatory frameworks.

That said, The Use and Usefulness of IR is clear that there is 
‘ample evidence’ that the current corporate reporting framework 
is broken. The report explains that the evidence from buy- and 
sell-side analysts is that the cluttered and voluminous format of 
corporate reporting, and the annual report in particular, ‘is of 
increasingly limited use to them as users. Excepting the financial 
statements, much narrative reporting was criticised as being too 
backward-looking and lacking connectivity and measurability.’ 
Instead, there was a clear demand for a reporting culture that 

has an emphasis on the disclosure of material risks and provides 
more information on strategy.

In other words, there is demand for the information that 
IR brings and a momentum for change from the status quo; it 
seems the problem is not that users do not want the information 
that IR provides, but that they are not familiar enough with IR to 
exert the influence that would widen its use.

It is clear from both reports that there still is a lot of work to do 
in raising awareness of IR to the point that equity investors and 
other users begin to demand integrated reports, and corporate 
preparers see the benefits that an IR report can bring. ■

Liz Fisher, journalist

For more information:

Download Meeting users’ information needs: the use 
and usefulness of Integrated Reporting at bit.ly/ACCA-

usefulness-IR 

Download Factors affecting preparers’ and auditors’ 
judgements about materiality and conciseness in 

Integrated Reporting at bit.ly/ACCA-conc-IR

Find out about IIRC’s conference in partnership with 
the International Corporate Governance Network, 

and sponsored by ACCA, on 6-7 December at 
integratedreporting.org

43

11/2016 Accounting and Business

Integrated reporting | Insight

GL_I_IIRC.indd   43 12/10/2016   14:21

www.bit.ly/ACCA-usefulness-IR
www.bit.ly/ACCA-conc-IR
www.integratedreporting.org


Career boost
Two very different approaches can help improve your work-life balance, says our 
talent doctor Rob Yeung; plus, how to ace the offi ce party – whatever your agenda

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: work-life balance

What’s your work-life balance like? 
Many people feel that their work 
impinges too heavily upon their lives. 
But research suggests two wildly 
different strategies for creating a 
better relationship with your work.

First, you could try to create a 
clearer separation between the two. 
For example, researcher Brandon Smit 
at Ball State University in the US taught 
employees to spend a few minutes 
at the end of each day writing down 
plans for where, when and how they 
would tackle incomplete goals the 
next day. After monitoring hundreds 
of employees, he found that these 
employees reported being able to 
better detach themselves from their 
work than other employees.

Your second option may be to 
integrate work and life more fully. This 
option may be preferable for many; 
my observation from working with high 
achievers is that the very concept of 
work-life balance presumes that you toil 
mainly to earn money to live off once you 
have fi nished work. The idea of a work-life 
balance implies that work is bad and life is 
good – and that you should minimise the 
impact of the fi rst to enjoy the latter.

I am coaching an entrepreneur who 
sold a business for over £10m shortly after 
he turned 50. After the sale, he initially 
decided to take a few years to travel and 
enjoy life. But within 12 months, he had 
started a new venture, hiring employees 
and raising capital. Creating a product and 
developing a business around it is fun for 

him. Working is part of his identity.
The majority of the most successful 

people I encounter fi nd genuine joy in 
their work. That doesn’t mean they love 
every moment, but for the most part 
they love great chunks of what they do.

So rather than thinking about work-
life balance in terms of separating the 
two, perhaps blend, mix and integrate 
them. Find ways to make your work 
more like the life you already enjoy.

What do you fi nd rewarding, 
absorbing or engaging? Perhaps 
you want to spend more time with 
customers or do the opposite and 
have more time for thinking or 
planning. Maybe you want to move 
away from the numbers to get 
more involved in business strategy, 
marketing, advising and training 
colleagues, or something else entirely.

Then make a plan and implement 
it. Volunteer for the kinds of projects 
you like. Go on courses to boost the 
skills that will allow you to do more 
of what you enjoy. Seek mentors 
and coaches to help you change the 
nature your role. Consider switching 
employers: fi nd a culture or role that is 
more receptive to your needs.

In summary, you do not have to 
let your work dominate your life. 
Either choose to separate them more 
forcefully or integrate your life more 
fully into your work. You will be grateful 
for whatever change you make. ■

For more information:

talentspace.co.uk

@robyeung

A better balance

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung8
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The perfect: party conduct

As we head into holiday season, it’s time to plan your party strategy. Your definition of perfect 
party conduct will depend very much on the outcome you want to achieve. Ambitious 
individuals may view end-of-year festivities not so much as a chance to let their hair down as 
an opportunity – a kind of promotion-athletics meet.

If you are after some sort of advancement, you’ll want to grab some quality time with 
key stakeholders. In a party context, this really shouldn’t be too challenging. We’re talking 
here about engaging with bosses after all, so you needn’t expect massive competition. 
Remember to plan ahead, identify your target, mug up on their work preoccupations and 
then just wander over and do your thing. Keep things professional, though – have plenty to 
say, but pick their brains. They won’t fail to be flattered.

If your endgame is more to do with the day after – if you see yourself as the next day’s 
amusing but reliable raconteur of all that went on – then you will need to keep your wits 
about you. Fulfilling this role successfully is all about detachment, so don’t cross any lines. 
Don’t worry about coming over as a bit stuck-up. Just remember to laugh loudly at other 
people’s jokes and anecdotes, however thin they may be.

If you see yourself as a workplace social force or feel you 
need to demonstrate leadership, your role is obvious. 

Plan or hire the entertainment, book 
the karaoke machine, allocate 

people into teams for a quiz 
session. Be fun.

If you genuinely want 
to unwind, your game plan 

is straightforward. Do the 
conversational rounds early and 

then duck out in favour of the much 
livelier, and more anonymous, 
event across town.

Top in every way
World-class finance 
organisations perform so much 
better than their peers that 
their operating costs are 42% 
lower and they have 44% fewer 
full-time equivalent (FTE) staff 
members, according to a study.

Strategic consultancy 
the Hackett Group says that 
for a typical company with 
US$10bn in revenue, attaining 
world-class performance 
could deliver up to US$40m in 
potential savings annually. 

According to its study, 
World-Class Performance 
Advantage: Five Imperatives 
for Creating Greater Finance 
Agility in a Digital Age, 
world-class organisations are 
‘continuously building key 
capabilities that enable them to 
deliver services more efficiently 
and effectively while providing 
high-value tools, expertise and 
insights to business leaders’. 

They also re-allocate 
resources from low-value to 
high-value activities, deploy 
digital technology to deliver 
services, use analytics to 
inform decision-making, 
design and deliver services 
around customer experience, 
and invest in reskilling staff. 

According to the report: 
‘Transactional services 
consume the majority of the 
FTEs at peer companies, 
but world-class [finance 
organisations] have been able 
to shift a significant proportion 
of their resources to planning 
and strategy areas.’

Audit’s gender gap
Although women are making 
advances in internal audit 
departments, the profession 
globally suffers from a 
pronounced gender gap.

Men’s continued dominance 
of internal audit is clear from 
a report by the Internal Audit 
Foundation, the not-for-profit 
research arm of the Institute of 
Internal Auditors. 

According to the research, 
Women in Internal Auditing: 
Perspectives from Around the 

World, men account for over 
two-thirds (69%) of chief audit 
executives (CAEs) at publicly 
held companies. They also fill 
most lower-level positions in 
internal audit, except in North 
America where women hold 
51% of non-CAE roles. 

Globally, 33% of directors 
or senior managers, 34% of 
managers and 44% of internal 
audit staff are women.

The research findings 
suggest that female internal 
auditors lack self-confidence 
– women self-assessed 
themselves lower than men 
in 10 core internal audit 
competencies, with the largest 
gaps in business acumen and 
internal audit management.

‘As a global profession, we 
need to continue to enhance 
support of and training for 
women so that they can 
continue to grow their skills 
and assume leadership 
roles,’ said IIA global 

chairman Angela Witzany. 
‘Organisations that value 
gender diversity benefit from a 
range of perspectives that can 
improve their ability to identify 
and address strategic risks.’

Oz CFOs want top job
A fifth of Australian CFOs 
would like to be CEO of the 
organisation they work for, 
research by recruiter Robert 
Half has revealed. Nearly a 
quarter (23%) see their next 
step as holding a similar role 
in a larger organisation, while 
19% want to be the head of a 
department other than finance. 

To progress their careers 
almost half (49%) want 
broader experience within 
their current organisation. A 
similar number (48%) believe 
international experience is key 

to broadening their skillset, 
followed by building strong 
relationships and trust with 
internal stakeholders (43%), 
and managing a major project 
or change programme (39%). 

David Jones, senior 
managing director of Robert 
Half Asia Pacific, said: ‘CFOs 
recognise the importance of 
expanding their experience 
into international markets and 
working for overseas firms. This 
would be mutually beneficial to 
their business and themselves 
as the accelerating pace of 
globalisation and the adoption 
of international accounting and 
financial reporting standards 
are driving demand for senior 
finance professionals with 
international experience.’ ■

Sally Percy, journalist

For more information:

accacareers.com
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The data-driven mirage
Technology can help improve performance but to think that it can replace a sound 
corporate strategy is a dangerous delusion, says Greg Satell

substance: the notion that you can transform a failing media 
company – or any company in any industry for that matter – by 
infusing it with data and algorithms is terribly misguided. While 
technology can certainly improve operational performance, the 
idea that it can replace a sound strategy is a dangerous delusion.

Data downside 
First, let’s take the notion of data-driven content optimisation. 
The basic idea is to mine behavioural data from a company’s 
websites and external providers to predict what customers 
might want to read. Armed with that knowledge, you can place 
the right links in front of the right people, get them to click 
more often and increase the customer base.

Tribune Publishing, an icon of American journalism, 
recently renamed itself Tronc (Tribune Online Content) 
and released a video to show off a new ‘content 

optimisation platform’, which Tronc’s chief technology officer, 
Malcolm CasSelle, claims will be ‘the key to making our 
content really valuable to the broadest possible audience’ 
through the use of machine learning.

As a marketing ploy the move clearly failed. Instead of 
debuting a new, tech-savvy firm that would, in the words of chief 
digital officer Anne Vasquez, be like ‘having a tech startup culture 
meet a legacy corporate culture’, it came off as buzzword-laden 
and naive. The internet positively erupted with derision.

Yet what is even more disturbing than the style is the 
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Yet data is no panacea. Our online behavioural information 
represents but a small fraction of what drives our preferences. In 
the case of Tronc, news is a fast business, making it very hard – if 
not impossible – to effectively personalise recommendations. So it 
is unlikely that content optimisation will improve user experience.

That’s why content optimisation models tend to aggregate 
data among large subsets of users. By playing the averages, a 
smart algorithm can increase click rates on websites and social 
media significantly. This, most probably, is what Vasquez meant 
when she said that the firm plans ‘to harness the power of our 
local journalism, feed it into a funnel, and then optimise it so we 
reach the biggest global audience possible’.

The problem with this approach is that it tends to result in a 
feedback loop. Algorithms are not agnostic but tend to favour 
certain types of article over others. Before you know it, you are 
judging your audience’s preferences on the basis of assumptions 
you’ve embedded into the system. At that point, you’ve lost 
editorial control to a data-driven mirage.

Another troubling aspect is Tronc’s continual use of the terms 
‘machine learning’ and ‘artificial intelligence’, which Vasquez 
says will allow journalists to automate 
more mundane tasks, like searching for 
photos. Tronc investor Patrick Soon-
Shiong also asserts that the technology 
will allow the company to make 
thousands of videos a day.

Both statements are surreal. Are 
we really to believe that the key 
to the future of media is a Google 
image search? Or that all we need to 
wow audiences is to scrape together 
more videos by automating the 
process? Even more disheartening, 
however, is that the focus of these 
efforts seems to be on the production 
process – meaning the mechanical 
aspects of publishing text and image 
online – rather than helping journalists 
originate, report and develop stories.

A more thoughtful approach to an artificial intelligence 
platform might comb through the company’s resources to produce 
condensed dossiers on sources, including the contact information 
of Tronc reporters who have interviewed those sources before. 
A slightly more sophisticated system could suggest potential 
sources for a story using much of the same data.

But there doesn’t seem to be any thought given to 
empowering journalists to become more informative or to serve 
their audience better. Rather the focus of this new digital effort 
seems to be on automating the production process to cut costs 
and then upselling readers to higher-margin video content.

Eyeballs over experiences
A third troubling aspect is that the goal of Tronc’s digital efforts 
seems more geared to collecting eyeballs rather than creating 
experiences. Rather than working toward a truly new model for 

publishing that would be more rewarding for readers, the firm 
hopes that through digital wizardry it can get the same articles it 
already publishes in front of more people.

Clearly, this is not a new idea. Publishers like Buzzfeed and Vice 
News mastered the art of content optimisation long ago. Since 
then, there has been no shortage of imitators spamming our social 
media feeds with listicles and hip videos. It’s hard to see how 
adding a louder voice to the cacophony will achieve anything.

Tronc bills its new strategy as ‘the future of journalism’, but if 
anything its shiny new digital strategy seems mired in the recent 
past. In fact, it’s an approach that digital pioneers have already 
moved on from. Buzzfeed recruited a top-notch news team, while 
Vice News has done hard-hitting, documentary-style reporting in 
places like Ukraine and North Korea. Others, like Politico, have 
created new niches by focusing on more in-depth reporting.

Managing for metrics rather than mission
Finally, the greatest delusion of all is that optimisation itself can 
create a sustainable competitive advantage. If all it took were 
algorithms and machine learning, we would expect IBM or 

Google to dominate multiple market 
sectors. Tronc, with little technology 
expertise to speak of and no money 
to invest in significant research, will 
be betting its future on third-party 
software. Yet somehow it still expects 
to gain a leg up on competitors 
by tweaking conversion rates and 
adding video content. That’s not a 
strategy; it’s a mirage.

The company is failing to 
address the fundamental questions 
it is facing: what is the role of a 
newspaper business in a digital 
media environment? How can we use 
technology to empower our journalists 
to collaborate more effectively and 
further our editorial mission?

The role of a great publisher is not 
to predict what readers may want to consume, but to help them 
form their opinions through strong, authoritative journalism. You 
win in the marketplace not by chasing readers with algorithms 
but by attracting them with a superior product. Yet great 
journalism can’t be automated, because it is among the most 
human of endeavours.

The truth is that Tronc is managing for metrics rather than 
for mission. So far, at least, it has shown no interest in serving 
its customers better or enabling its staff to do anything they 
couldn’t do before. ■

Greg Satell is a US-based business consultant

The greatest 
delusion of all is 

that optimisation 
itself can create 

a sustainable 
competitive 

advantage

For more information:

Vist Greg Satell’s website at digitaltonto.com   
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Controlling the wild beast
If your email is eating into your productivity and life outside work, it may be time to 
implement some of David Parmenter’s golden rules

In any working week many of us spend up to 20% of our 
time processing emails. In many cases workflow is simply 
being pushed around the organisation for no tangible gain. 

Here are some ideas on how to get a better balance: 

* Never open emails before 10.30am. In the good old days, 
we would handle post at 10.30am when it arrived from the 
postroom. Now, the first thing we do is open our inboxes and 
suddenly an hour has evaporated. Some of us get interrupted 
every time a new email arrives. Switch off the alerts and dip in 
and out of emails after specific tasks have been achieved.

* You are not Barack Obama so don’t live and sleep with 
your smartphone. Most of us are not heart surgeons or heads 
of state; our work is not critical to life. Many emails we handle 
have little or no relevance to where we or our organisations 
want to go. It is particularly sad when it becomes a part of the 
culture for senior managers to text each other about Monday’s 
schedule during the TV advert breaks on Sunday night. I may 
send the odd email on a wet Sunday afternoon but I never 
expect it to be read until business hours.

* The five-sentence rule. Treat all email responses like text 
messages or tweets and limit their length. With only five 
sentences, for example, the writer has to be succinct.

* Have an attention-grabbing header. Make the header the 
main message of the email – for example, ‘Freeing up more 
time – migrating our invoice system’. If you cannot think of a 
good email header, maybe you should not send the email. 

* Actively terminate email exchanges. If a topic is pinging to 
and fro and becoming increasingly complex, a phone call is a 
much more efficient solution. Think about the desired outcome 
and promote a course of action to avoid the ‘table tennis’. If 
necessary, say ‘No more emails on this one, thank you’. 

* Before you send a complaint/rebuff, sleep on it.  
For complex responses, save your draft overnight. Many a 
career has been dented by a poorly thought out email  
written in anger. 

* Monkey-on-the-back emails. Many people use email to pass 
their workload on. They contact known experts and ask for their 
help without having done any research themselves – passing 
the monkey on their back to the expert. A colleague of mine, 
an internationally recognised expert, advised me that the best 
way is to politely thank the sender for the email and then say 
‘Please call when convenient to discuss’. In his experience, this 
gets rid of 95% of the requests. ■

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

Next steps

1. For two weeks try not to open your emails until 10.30am.
2. Adopt attention-grabbing headers.
3. Email me (parmenter@waymark.co.nz) for a complete 

list of these email rules.

For more information:

davidparmenter.com
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Quest for quality
In an attempt to continue the improvement in disclosure practices, 
the IASB has begun a new initiative, explains Graham Holt

As the complexity of financial 
reporting increases, it 
has become increasingly 
challenging for entities 
to meet the International 
Financial Reporting Standards 
(IFRS) requirements for 
more disclosure while still 
providing shareholders 
with clear, concise and 
relevant information 
about their business.

In May 2011, the 
International Accounting 
Standards Board (IASB) 
issued IFRS 12, Disclosure of 
Interests in Other Entities, 
as part of a suite of new 

standards that address inter-
entity investments. IFRS 12 
requires information about 
the significant judgments and 
assumptions that an entity 
has made in determining 
control over another entity 
as well as details concerning 
an entity’s interests in 
subsidiaries, associates and 
joint ventures. However, from 
an investor’s perspective the 
key disclosure enhancement 
was that information about 
unconsolidated structured 
entities is now required. 
This information was largely 
unavailable in financial 

statements 
prepared prior to 
the standard.

In an attempt 
to continue the 
improvement 
in disclosure 
practices, the 
IASB has launched 
the Disclosure 
Initiative. This 
started in 2013 
when the IASB 
hosted a public 
discussion forum 
on financial 

of shared responsibility but 
felt that the best way forward 
would be if the IASB took 
a lead.  

Forum comments have 
been used to inform the 
initiative, which comprises a 
number of short- and longer 
term projects. The objective is 
to develop a drafting guide for 
the IASB to use when setting 
disclosure requirements in 
new and amended standards. 
As a result, the IASB has 
issued amendments to IAS 
1, Presentation of Financial 
Statements, and IAS 7, 
Statement of Cash Flows. 
The amendments to IAS 1, 
Presentation of Financial 
Statements, address some of 
the concerns expressed about 
existing presentation and 
disclosure requirements, and 
ensure that entities are able to 
use judgment when applying 
IAS 1. The amendments to IAS 
7, Statement of Cash Flows, 
require a disclosure of changes 
in liabilities arising from 
financing activities, including 
changes arising from cashflows 
and non-cash changes. The 
IASB’s initiative is made up » 

The forum 
highlighted a 

sense of shared 
responsibility 

but felt that the 
best way forward 

would be if the 
IASB took a lead

reporting with the objective 
of clarifying the problem with 
disclosure and its causes. 
Further, the IASB wished 
to identify ways of making 
disclosure more effective and 
to try to solve the problem 
within the existing framework. 
The opinion of the forum 
seemed to be that disclosures 
fail to be entity-specific and do 
not communicate an entity’s 
business model and strategies, 
which are key elements of 
financial reporting. 

Better quality information
The forum also felt that many 
of the disclosures potentially 
obstruct more useful 
information and concluded 
that better quality information 
was needed. Another view was 
that the concept of materiality 
and the lack of its appropriate 
application contributed to 
excessive disclosures. There 
is an accounting risk attached 
to disclosure as regulators 
now make public any issues 
with entities, with the result 
that investors may mistrust 
management’s integrity. The 
forum highlighted a sense 
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There was a 
growing concern 

about the 
increasing use 
of alternative 
performance 

measures

of a number of implementation 
and research projects.

The issue with disclosure 
overload is also prevalent 
in the US. In 2014, the 
US Financial Accounting 
Standards Board (FASB) 
issued the Conceptual 
Framework for Financial 
Reporting, Chapter 8: Notes 
to Financial Statements. 
Here, the FASB states that 
the primary purpose of notes 
to fi nancial statements is 
to supplement or further 
explain the information 
on the face of fi nancial 
statements by providing 
fi nancial information relevant 
to existing and potential 
investors, lenders and other 
creditors for making decisions 
about providing resources 
to the entity. The document 
further says that decisions 
about whether to provide 
resources depend, at least in 
part, on resource providers’ 
assessments of cashfl ows that 
they ultimately would receive. 

Other projects
A number of other standard-
setters and regulators have 
undertaken projects on 
disclosure overload. In 2013, 
the European Financial 
Reporting Advisory Group 
issued Towards a Disclosure 
Framework for the Notes. 
The document supported 
communication principles and 
called for the development of 
a more consistent and rational 
approach to disclosures. 

There was general agreement 
that there should be a shift 
away from just compliance 
with regulation. 

In July 2016, the IASB 
set out in a staff paper its 
proposal for a project on 
primary fi nancial statements. 
Feedback indicated that the 
research should focus initially 
on the reporting of fi nancial 
performance. However, some 
respondents suggested that 

the focus should 
be on the structure 
and content of 
the statements 
of fi nancial 
performance, while 
others thought 
that a single 
measure should be 
determined and 
that the distinction 
between profi t or 
loss and OCI (other 
comprehensive 
income) be more 
precisely defi ned. 

In the conceptual framework 
project, the IASB has tried to 
develop detailed guidance on 
the use of OCI and recycling 
but has only managed to 
develop high-level guidance. 
It was suggested that the IASB 
explore how the statements 
of fi nancial performance 
could be improved to provide 
more useful information to 
users. In addition, there was 
a growing concern about the 
increasing use of alternative 
performance measures 
and non-IFRS information 
in the communication 
of performance. 

Research highlighted that 
investors had many more 
questions about ‘adjusted’ 
or ‘non-GAAP’ earnings than 
before. This had been partly 
prompted by media articles 
discussing the gap between 
adjusted and IFRS earnings. 
Further, the research paper 
indicated that 95% of FTSE 
100 entities had adjusted their 

IFRS fi gures to show a more 
favourable profi t. In addition, 
the descriptions of reconciling 
items were often too general 
and the adjustments were 
not comparable between 
entities. Restructuring 
costs were often disclosed 
as exceptional year after 
year, with many entities 
excluding these charges 
from their measure of 
underlying earnings. 

Some respondents stated 
that investors would like to 
understand the return that 
management has generated 
from its operations and 
resources, and the interaction 
between an entity’s business 
model and the entity’s 
performance. It was felt 
that this project should be 
prioritised because investors 
spend a signifi cant amount 
of time adjusting the profi t 
and loss fi gures to arrive 
at a more representative 
earnings fi gure, and that 
there should be more 
fl exibility in the presentation 
of information by considering 
the interaction of fi nancial 
and digital reporting. 

Some investors wish to 
have a better understanding 
of an entity’s underlying 
fi nancial performance and, 
generally, they focus on 
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operating profi t, net income 
and earnings before interest, 
tax, depreciation and 
amortisation for their analysis. 
However, there was no 
suggestion as to how this was 
to be achieved.

Take five
As a result of the feedback 
and research undertaken, the 
IASB has suggested fi ve areas 
for inclusion in its project: 
1. standardising the structure 

of the statement of 
financial performance 

2. standardising some 
subtotals in the statement 
of financial performance (for 
example, operating profit) 

3. considering disaggregation 
of line items 

4. considering whether to 
remove options that allow 
some items to be included 
in either operating expense 
or financing expense 

5. analysing the use of 
alternative performance 

measures and non-IFRS 
information. 

The objective of this research 
project is to identify and 
develop a set of principles 
for disclosure that could form 
the basis of a standards-level 
project. The IASB’s focus is 
the review and revision of the 
general requirements in IAS 
1, Presentation of Financial 
Statements. The IASB is 
looking to potentially amend 
IAS 8, Accounting Policies, 
Changes in Accounting 
Estimates and Errors, to clarify 
the defi nitions of a change 
in accounting policy and 
accounting estimate.  

Entities sometimes struggle 
to distinguish between 
accounting policies and 
accounting estimates, and 
enforcers have identifi ed 
divergent practices. The 
Interpretations Committee 
felt that it would be helpful 
if more clarity were given 
and brought the issue to the 

IASB’s attention. In addition, 
the IASB is considering how 
materiality is applied in 
practice and has provided 
some guidance in the form 
of a practice statement. 

The project came about 
as a result of uncertainty 
about how the concept of 
materiality should be applied, 
with the result that it was 
felt that preparers were 
adopting a cautious approach 
to disclosure, leading to 
disclosure of information that 
is not relevant. Further, some 
standards seem to suggest 
that their requirements 
override the statement in 
IAS 1 that an entity need not 
provide information that is 
not material.

The inclusion of immaterial 
information is not explicitly 
prohibited under IFRS and 
the IASB does not propose 
to prohibit entities from 
disclosing immaterial 
information for operational 

reasons. Reducing disclosure 
overload can only be 
achieved by reference to 
the primary purpose of 
the fi nancial statements 
and by communicating 
in a transparent manner 
the fi nancial position 
and performance of the 
entity. The improvement 
in the effectiveness of 
communication through 
the fi nancial statements 
will reduce the users’ 
uncertainty about its fi nancial 
position and performance 
and, potentially, the cost 
of capital. ■ 

Graham Holt is director of 
professional studies at the 
accounting, fi nance and 
economics department at 
Manchester Metropolitan 
Business School

For more information:

ifrs.org 
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Audit

Reporting challenges
As highlighted last month, 
the International Auditing 
and Assurance Standards 
Board has issued a discussion 
paper, Supporting Credibility 
and Trust in Emerging Forms 
of External Reporting: Ten 
Key Challenges for Assurance 
Engagements, which is 
open for comment until 
15 December. You can read 
a shortened version or the 
longer discussion paper at bit.
ly/iaasb-trust. 

Charity audit
The Charity Commission 
has issued its Accounts 
Monitoring Review: Charities 
with audit reports identifying 
that they may be in fi nancial 
diffi culty. It highlights ‘the 
challenges that the diffi cult 
fi nancial environment presents 
for charities and some of 
their strategies for dealing 
with them’. Some of the key 
messages are: 

* ‘Being prepared to address 
financial difficulties 
effectively is an important 
part of a trustee’s duties 
to act in the charity’s 
best interests, manage 
the charity’s resources 
effectively, and ensure the 
charity is accountable – 

charities that are able to 
identify pressures and risks 
early are best placed to 
address them. 

* We expect trustees 
to take seriously any 
concerns expressed by 
their charity’s auditor or 
independent examiner and 
take appropriate action 
in response. 

* We have provided 
guidance to help trustees 
identify and deal with 
situations of financial 
difficulty, in particular 
planning for and managing 
financial difficulties.’

The short document, which 
trustees and auditors may 
wish to read, is at bit.ly/cc-dif.

The audit report
The International Auditing 
and Assurance Standards 
Board (IAASB) has compared 
its new and revised Auditor 
Reporting Standards 
and the Public Company 
Accounting Oversight Board’s 
reproposed standard, The 
Auditor’s Report on an Audit 
of Financial Statements 
When the Auditor Expresses 
an Unqualifi ed Opinion. 
The IAASB has issued a 

comparison document to 
illustrate the key similarities 
and differences. As would 
be expected, much of the 
analysis surrounds comparison 
between Key Audit Matters 
and Critical Audit Matter. You 
can fi nd the comparison at 
bit.ly/iaasb-comp.

Reporting
 

Charity reporting
The Charity Commission has 
produced a template to help 
non-company charities with 
incomes of less than £500,000 
prepare their trustees’ annual 
report and accruals accounts 
in accordance with Charities 
SORP FRS 102. It also includes 
an example of an independent 
examiners’ report. Members 
who do not hold a practising 
certifi cate should ensure 
that they also refer to the 
honorary reporting rules 
within the ACCA Rulebook: 
bit.ly/cc-sorp102 and bit.ly/
ACCA-rule.

FRS 102 – review
The Financial Reporting 
Council (FRC) has issued 
its planned consultation 
Triennial review of UK and 

Ireland accounting 
standards: 
approach to 
changes in IFRS, 
which contains 
the main issues 
arising from 
changes in IFRS. 
The FRC highlights 
that these will 
be effective from 
1 January 2019. It 
also highlights that 
more signifi cant 
amendments 
to FRS 102 are 

expected to be effective 
from 1 January 2022 and that 
these are: 

* ‘incorporating the 
expected loss model for 
impairment of financial 
assets, based on IFRS 9, 
Financial Instruments; and

* updating lease accounting 
by lessees for consistency 
with IFRS 16, Leases.’

One area that is likely to 
have a signifi cant impact 
on many businesses is the 
lease reporting changes. 
The FRC invites comments 
and asks: ‘Do you have any 
suggestions for how the 
requirements of IFRS 16, 
Leases, might be developed 
into a suitable model for 
entities applying FRS 102? In 
particular, do you have any 
suggestions relating to the 
application of the short-
term lease exemption or the 
exemption for leases when 
the value of the underlying 
asset is low?’

The consultation is 
open for comment until 
31 December 2016. More at 
bit.ly/frc-cons-ch.

Tax 

MTD: one final push
Thank you to all the ACCA 
members who responded to 
the requests for your thoughts 
on the six consultations 
making up the Making Tax 
Digital (MTD) suite. The 
consultations close for 
comment on 7 November so 
please, if you have not already 
responded to HMRC, send in 
your views.

As previously highlighted, 
HMRC’s position is clear in the 
consultations and is illustrated 
by the statement: ‘We believe 

Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly roundup of the 
latest developments in audit, fi nancial reporting, tax and law
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that the full benefits of 
digital capability can only be 
delivered for all parties by 
mandating the use of digital 
record-keeping software 
that links to and updates 
business’s digital accounts 
with HMRC.’ 

HMRC proposes that MTD 
will apply for:        

* income tax and national 
insurance in April 2018

* VAT obligations in April 
2019

* corporation tax obligations 
in April 2020.

You have told ACCA that 
digital access for businesses 
and practitioners needs 
improvement, that the cost 
for businesses regarding 
the ‘quarterly returns’ and 
penalties is far too high and 
that the MTD returns will, at 
a time when business needs 
to look at exporting, ‘take 
up management time and 
prevent businesses from 
looking at new opportunities’.

You can see ACCA’s 
consultation response, drawn 
from your views and the views 
of the panels who represent 
you, at bit.ly/ACCA-policy.

Current and withdrawn 
taxonomies
HMRC has issued guidance 
highlighting when you should 
use a particular version of 
a taxonomy for online filing 
using iXBRL. It also highlights 
withdrawn taxonomies. More 
at bit.ly/hmrc-ixbrl. 

HMRC update
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, including those 
on agent services, Making 
Tax Digital, security and 
cybercrime can be found at 
bit.ly/hmrc-agent. 

Notice and guidance 
update
VAT Notice 700/25: taxis and 
private hire cars replaces a 
notice of the same name from 
May 2002. It’s highlighted 
that the changes made 
are administrative and that 
the ‘technical content has 
not changed from the May 
2002 edition’.

VAT Notice 700/1: should 
I be registered for VAT? 
replaces a notice of the 

same name from June 2016. 
The changes include the 
introduction of new powers 
that enable HMRC to hold 
an online marketplace jointly 
and severally liable for the 
unpaid VAT of an overseas 
seller that is trading goods 
in the UK via that online 
marketplace, and the power to 
direct some non-established 
taxable persons to appoint 
a VAT representative who is 
based in the UK.

VAT Notice 723A: refunds 
of VAT in the European 
Community for EC and non-EC 
businesses replaces a notice 
of the same name from March 
2016. The notice explains 
how businesses can claim for 
a refund of VAT where it is 
incurred in European Union 
(EU) countries and where 
the business is established 
in another member state, 
or the UK if the business is 
established outside the EU. » 

New ethical standard on non-compliance issued

The International Ethics Standards Board for Accountants (IESBA) has issued a new standard, 
Responding to Non-Compliance with Laws and Regulations. The standard provides a 
framework to guide professional accountants in the actions they should take in the public 
interest when they become aware of a potentially illegal act committed by a client or 
employer. It is effective from 15 July 2017, with early adoption permitted.

The IESBA states that the ‘standard applies to all categories of professional accountants, 
including auditors, other professional accountants in public practice and professional 
accountants in organisations, including those in businesses, government, education and the 
not-for-profit sector. It addresses breaches of laws and regulations that deal with matters 
such as fraud, corruption and bribery, money laundering, tax payments, financial products 
and services, environmental protection, and public health and safety.’

Areas highlighted by the IESBA are that the ‘new standard provides a clear pathway for 
auditors and other professional accountants to disclose potential non-compliance situations 
to appropriate public authorities in certain situations without being constrained by the 
ethical duty of confidentiality. It also places renewed emphasis on the role of senior-level 
accountants in business in promoting a culture of compliance with laws and regulations and 
prevention of non-compliance within their organisations.’

You can access the standard at bit.ly/iesba-nc.
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VAT Notice 741A: place 
of supply of services replaces 
a notice of the same name 
from August 2016. A change 
has been made to Section 
13, ‘Use and enjoyment’, and 
is new guidance. The basic 
rules highlighted are that 
the use and enjoyment rules 
apply either where the place 
of supply would be the UK 
but the services are effectively 
used and enjoyed outside 
the EU, or where the place 
of supply would be outside 
the EU but the services are 
effectively used and enjoyed 
in the UK. The guidance states 
that in ‘these circumstances, 
the place of supply is where 
their effective use and 
enjoyment takes place. Where 
this is the UK, the services are 
subject to UK VAT.’ 

You can find the notices at 
bit.ly/vat-not.

Carer’s credit
People with caring 
responsibilities could 
receive a boost to their state 
pension by claiming Carer’s 
Credit. Signing up for Carer’s 
Credit for a year means 
that a carer will receive a 
higher state pension when 
they retire. It is 
designed for those 
who are caring for 
others for at least 
20 hours a week 
and who aren’t 
getting Carer’s 
Allowance. 

For information 
on eligibility and 
how to apply, visit 
bit.ly/c-cred. 

Alcohol 
HMRC has restated that 
businesses selling alcohol 
to other businesses need 
to be registered under 
the Alcohol Wholesaler 
Registration Scheme (AWRS). 
Those who applied prior to 
the 1 April 2016 registration 
deadline will ‘know the 
outcome of your application 
before the 1 April 2017 date 

– when buyers will need to 
check if their wholesaler 
is registered’.

HMRC has also used 
the opportunity to remind 
businesses that intend 
to start selling alcohol to 
other businesses in 2016 
that they should make 
their AWRS application ‘45 
days before their intended 
start date’ of supply.

It is highlighted that 
failure to register may result 
in a fine for trading illegally. 
Further guidance at bit.ly/
hmrc-alc.

Export

Export opportunity
It has perhaps been a long 
time since international 
trade has sat so prominently 
on the UK government’s 
agenda. It is hard to listen to 
a political soundbite without 
hearing a commitment to 
bolstering UK trade with all 
corners of the world. This new 
obsession is, of course, Brexit 
driven. As the UK enters into 

the great unknown of life 
outside the European Union 
it is clear that the future 
prosperity of the economy 
will depend on strong trade 
and investment links with 
foreign markets.

ACCA and its members 
are actively engaging with 
governments on international 
trade. We recently hosted 
a meeting with the 
Department for International 
Trade, and ACCA was also 
invited to join a UK trade 
visit, led by the Lord Mayor 
of London, to China. This 
provided an excellent 
opportunity to ensure that 
the expertise and views of 
professional accountants 
are heard during talks 
with Chinese government 
and businesses. 

Professional accountants 
are often cited as trusted 
advisers, and now is exactly 
the time that their expert 
and specialist advice is 
needed. This also extends 
to international trade talks. 
Accountants have a key 
role to play in terms of 
advising governments in 
developing policies that 
will work in practice and 
also advising businesses 
to make sure that they are 
geared up to make the most 
of any new importing or 
exporting opportunities. 

By having a seat at 
the table we were able to 
ensure that these points 
were clearly made during the 
various talks and meetings 
that took place during the 
trade visit. 

Business risk and 
opportunity
FCO Political and Economic 
Updates provide information 
for UK businesses on how to 
identify opportunities and 
guard against political and 
economic risks when trading 
overseas. See bit.ly/fco-
update. 

The Department for 
International Trade’s exporting 

Brexit guidance

ACCA has been engaging with government, business 
delegations, finance providers and businesses on Brexit, 
both to lobby on your behalf and also to bring together 
practical guidance that will be continually updated as 
needed over the next five years. 

It is very clear that business is being given a high 
priority and that departments such as the Department 
for International Trade have plans to ensure that business 
knowledge and intelligence are shared effectively 
throughout government.

The latest material made available includes revised 
employment law factsheets, a risk optimisation factsheet 
and an alternative finance factsheet. 

A schedule of the guidance material and launch dates 
can be found at bit.ly/ACCA-brexit.
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country guides aim to assist 
businesses that are interested 
in developing their overseas 
trade. They contain sections 
that consider start-up, legal, 
and tax and customs issues. 
The guidance can be seen at 
bit.ly/dit-guide.

Law

AML fourth directive
The consultation on 
the transposition of the 
Fourth Money Laundering 
Directive and the Fund 
Transfer Regulation draws 
to a close on 10 November. 

Anti-money laundering and sanctions

Practitioners and businesses will need to update their 
anti money-laundering processes as on 20 September the 
European Union (EU) adopted a new legal framework to 
facilitate combating so-called Isis and Al-Qaida, as well as 
persons and entities associated with or supporting them (eg 
through terrorist financing). This impacts on all practitioners 
and businesses, who need to ensure that their policies and 
procedures are amended accordingly.

It has been highlighted that when practitioners and 
businesses falling within the money laundering directive 
requirements undertake customer due diligence, they will 
need to refer to the EU ISIS/Al-Qaida sanctions list, as this 
might become more comprehensive than the list issued 
by the United Nations. Entities and individuals subject to a 
travel ban or asset freeze will be listed in Annex I of council 
decision (CFSP) 2016/1693.

This new framework also introduces the following 
whistleblowing obligation: ‘Any information that the provisions 
of this regulation are being, or have been, circumvented shall 
be notified to the competent authorities of the member states 
and, directly or through these competent authorities, to the 
Commission’ (council regulation (EU) 2016/1686).

You can find details of other regimes and designated 
persons subject to sanctions at bit.ly/eu-aml.

ACCA at the party conferences

ACCA hosted and co-hosted events at the Labour 
Party conference in Liverpool and at the Conservative 
Party conference in Birmingham – where Chancellor of the 
Exchequer Phillip Hammond (left) outlined his economic 
plans. 

Throughout the conferences we raised issues affecting 
many members at the moment, including IR35 in the public 
sector and HMRC’s plans for Making Tax Digital. 

You can see more at bit.ly/ACCA-bus.

It is highlighted that the 
‘government is keen to 
ensure that the UK’s AML/
CFT regime effectively 
deters money laundering 
and terrorist financing 
activity, whilst being 
proportionate and managing 
burdens on businesses.’

The government highlights 
that it will ‘only “gold-
plate” (go further than) 
the Directive or the Fund 
Transfer Regulation where 
there is good evidence that 
a material ML/TF risk exists 
that must be addressed’. 
It is highlighted in the 

consultation that the new 
legislation, Money Laundering 
and Transfer of Funds 
(Information on the Payer) 
Regulations 2017 will be 
made in order to transpose 
both the directive and the 
Fund Transfer Regulation. 
It is also highlighted 
that the current Money 
Laundering Regulations 
2007 and Transfer of Funds 
Regulations 2007 will be 
revoked, and that the new 
legislation will include a 
transitional provision. 

The new provisions 
will come into force by 

26 June 2017, which is in line 
with Article 67 of the directive 
and Article 27 of the Funds 
Transfer Regulation. 

Transparency of 
beneficial ownership of 
legal entities and the 
people with significant 
control (PSC) register 
are also highlighted as 
important measures in 
a strong regime, with a 
specific question asked as 
to how the PSC register 
is working. 

You can find out more 
about the consultation at bit.
ly/aml-cft ■
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Pay as you grow
The pace of change in new technology is leading CFOs to look at new approaches to 
funding IT investments. Ruth Hallinan FCCA and Paddy Ahearne look at the options 

The CFO is becoming the 
top decision-maker for 
technology investments 
in many organisations, 
according to a study by 
the Financial Executives 
Research Foundation. In 
nearly 500 enterprises 
surveyed, 42% of all CIOs 
report to the CFO, and in 
three out of four companies, 
the CFO has a major hand in 
all IT spending. 

CFOs have traditionally 
preferred capital expenditure 
(capex) over operating 
expenses (opex) for 
technology investments 
because the former allows 
them to take advantage of the 
depreciation and amortisation 
of those investments. 

However, capital spending 
on technology can create 
diffi culties for companies, 
with a capex-fi nanced IT 
infrastructure often unable 
to cope if the company 
experiences growth.

Change is constant
If you work for a multinational 
corporation, a medium-sized 
business or a public sector 
organisation, then an effi cient 
IT infrastructure is essential. 
Given the growing volumes 
of data, increasingly large 
networks, more stringent 
security requirements and 
regular software upgrades, 
consistently investing in new 
technology is the only way to 
stay ahead of the competition.  

CFOs keep a constant 
eye on the changing patterns 
of IT procurement. Over 
the past few years, with the 
advent of cloud and hybrid 
cloud services, we’ve seen a 
lot of customers move their 
technology budgets away from 

being capex-intensive and 
more towards opex. This shift 
is often driven by the nature 
of the cloud and off-premises 
services being provided. 

Additional benefi ts are 
immediately felt if a company 
decides to move its IT 
infrastructure to the cloud, 
as it no longer needs to 
dedicate the same resources, 
time and space for hardware 
and software. The cloud 
brings further effi ciencies 
because many processes are 
automated and standardised. 
Services, features and options 

can be purchased as required 
and used on demand, so 
companies aren’t paying for 
underused capacity. Service 
providers offer a monitored 
and billed pay-as-you-grow 
environment that many CFOs 
and CEOs around the world 
are charging their CIOs 
to replicate in their onsite 
production environments.

It is precisely because 
companies are fi nding it 
diffi cult to keep abreast of 
technology developments 
that CFOs are moving towards 
fi nancing their IT procurement 

through opex. 
Operating 
expenses are 
generally used for 
the day-to-day 
costs of running 
a business, which 
are prone to 
fl uctuation. Putting 
technology into 
the operating 
spend category 
can deliver 
specifi c benefi ts 
to companies, as 
outlined above.

A capex-financed 
IT infrastructure 

is often unable 
to cope if the 

company 
experiences 

growth

What’s on offer?
The accounting benefi ts 
associated with cloud 
provision have seen 
some major technology 
companies look at IT 
services, products and 
packages that can support 
their moves towards 
operational spend. 

There is a wide variety 
of fl exible fi nancing models 
available such as opex 
(leasing) models that can be 
structured to suit business 
agendas. This allows 
organisations to benefi t 
from the latest technology 
today without having to fi nd 
the funds upfront to pay for 
them, therefore freeing up 
corporate capital to invest 
in new growth engines for 
the business. 

CFOs need to maximise 
investment in their IT 
infrastructure by seeking 
out fl exible and transparent 
fi nancial offerings from 
vendors. Customers have 
increasingly looked to 
vendors to provide alternative 
investment and procurement 

Capex Opex

Cashfl ow
Heavy cash injections 
required Smoothes out over time

Budgeting

Time spent on estimating 
spend and diffi culty in 
estimating future capacity 
accurately

Time spent is minimised, 
which speeds up the 
budgeting process

Scalability/fl exibility

Capacity is set at the time 
of the initial purchase and is 
not easily scalable if growth 
is incorrectly anticipated at 
that time

Only pay for the capacity 
required, which can 
easily be increased as 
growth occurs

Ease of funding
Need to borrow money or 
divert from other projects

Easier to fund expenses 
through operations
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methods that may not have 
been considered in the past.

Two examples of opex 
structures are operating 
leases and enterprise 
licence agreements. Let’s take 
a look at each in turn.

Operating lease
There are two main tests 
that should be satisfi ed if 
companies are to account 
correctly for an operating 
lease structure.
1. The 90:10 test 

The test that proves 
whether a lease is a 
finance or operating 
lease is determined 
mainly by who gains 
and loses as a result 
of risk and reward. 
If an operating lease 
is to be structured 
as opex, the lessor 
must take on an 
element of risk in the 
assets being financed. 
This risk is known as 
residual investment, which 
can be recouped by the 
lessor at the end of the 
primary term by selling 
the returned assets. The 
90:10 test reveals whether 
the lessor has risk in the 
assets by determining 
if the net present value 
of the rentals equates 
to less than 90% of the 
asset cost. 

2. US GAAP 75% test Under 
US GAAP, the term of the 
operating lease cannot 
exceed 75% of the useful 
economic life of the 
assets being leased. If the 
assets have an expected 
economic life of five years 
(as is typical with IT), then 
the primary term of the 
operating lease cannot be 
any longer than 3.75 years. 
For anything over this, 
the lease would typically 
be deemed a capital/
finance lease (capex 
structure).

With all companies, the CFO’s 
choice of accounting structure 
will be subject to the auditor’s 

fi nal decision, 
and this can vary from 
company to company.

Enterprise licence 
agreement  
An enterprise licence 
agreement is a single, 
software-only contract 
that consolidates licence 
and maintenance billing, 
and makes annual spend 
much more predictable. It 
presents an opportunity for 
savings over business-as-
usual by capturing economies 
of scale and scope through 
a strategic commitment to 
a vendor.

Developing an enterprise 
licence agreement is a five-
step process: consultation, 
proposal, agreement 
and execution, portfolio 
management and health 

check. It involves a review 
of the current and future 
states of the business. It 
identifies opportunities to 
optimise a business’s storage 
investment on an ongoing 
basis. And it establishes a 
strategic partnership for an IT 
transformation journey.

An enterprise licence 
agreement is a highly 
fl exible, cost-effective way to 
acquire software technologies 
that meet strategic, long-
term IT needs. It offers 
customisation and choice 
to ensure that technology 
investments are future-
proofed. And it enables you 
to transform your IT capability 
at your own pace. 

Ultimately, both the CFO 
and CIO will have to agree on 
what technology is required, 
where the fi nance will come 
from and how it will be 
allocated. But with so many 
options and capabilities in 
the cloud, companies may 
turn to it for much if not 
all of their IT procurement. 
As a result, their operating 
expenses will rise and their 
capital expenditure fall, 
altering the appearance of 
their balance sheet forever. ■

Ruth Hallinan is chief 
operating offi cer, Comsys
Paddy Ahearne is area fi nance 
manager for Ireland and 
Scotland, EMC
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The view from
Robert Fowler FCCA, owner of Robert Fowler and 
Associates and fierce critic of Making Tax Digital

My fi rst career was in advertising and 
sales. I saw the print media business 
model was in trouble so I wanted a secure 
profession and training on the job. ACCA 
provided that opportunity.

At fi rst I funded my own tuition, 
attended night school and took 
revision courses instead of holidays. 
The demands of the ACCA Qualifi cation 
are rigorous; you have to work hard to 
qualify, and rightly so. After obtaining 
a practising certifi cate, I was eager to 
start my own fi rm so, making full use of 
technology, I started to build a client 
base in London where I lived and the 
Lake District where I had family contacts.

In 2008 I moved to Cumbria and 
today my practice provides a range of 

services for owner-managed businesses 
in the South Lakes. My clients are a 
diverse mix encompassing tradespeople, 
hospitality and the service sector. They 
have in common modest turnovers 
and taxable profi ts, which might only 
be £12,000-30,000. I feel I understand 
the small businessperson; they are 
hardworking with a passion for what they 
do. It’s a competitive market so I offer 
fi xed-fee rates, which go down well.

The dominant issue facing 
practitioners and our clients 
is Making Tax Digital (MTD). 
The majority of SMEs in the UK 
employ one to three people, have 
straightforward business affairs and do 
not need or want MTD. It has nothing to 
do with making business administration 
any easier; it is about closing the tax 
gap. It is not applicable to how small 
businesses operate. Providing tax is 
right at the end of the tax year; it is 
undemocratic for HMRC to enforce 
digital accounts. 

With the developers’ push towards 
cloud-based services and MTD, I 
expect the model for compliance-
driven practices will alter 
signifi cantly. Software will learn and 
replace some of the basic functions of 
what accountants do. Within the next 
decade there will certainly be fewer of 
us doing what we do now. Accountants 
will adapt, but I doubt the majority 
of small owner-managed SMEs have 
the requirement for suffi cient added-
value services to make up the practice 
income shortfall caused by the decline of 
compliance services. 

I remain optimistic; being your own 
boss and shaping your own destiny 
is rewarding. The small practice sector 
is not glamorous but it is of value and 
importance to the UK’s army of small 
business owners. When they need 
our expertise, and our contribution 
tips the balance between success 
or failure, that’s satisfying. ■

The dominant 
issue facing 

practitioners and 
our clients is MTD. 

The majority of 
SMEs do not need 

or want it

Snapshot: 
corporate treasury
Corporate treasurers assess and 
manage fi nancial risk within their 
organisations. Today’s currency 
volatility is part of their daily job. 
With risk cycles getting shorter, 
however, the onus falls on them 
to ensure treasury functions are 
equipped to handle the demands 
of complex organisations operating 
across borders. Speed of change 
and the growing number of services 
available are their challenges.

Top among their concerns 
is how technology can help. 
Leveraging best practice might 
mean arguing the business case 
at board level for technological 
investments to improve operational 
performance, like FX trade 
settlements or visibility on cash, 
across the organisation. Another 
broad theme is  protection, which 
will mean evaluating risk in terms of 
data and cyber security so that they 
can play an active role formulating 
strategy against breaches or 
mitigating the risk of fraud.

Corporate treasurers are forward-
looking problem solvers. They like a 
strong sense of what technological 
advances will bring. Consultants 
advising them need a strong 
awareness of these issues and will 
be expected to advise on how 
other businesses have approached 
similar situations – is it appropriate 
to be an ‘early adopter’ or a ‘fast 
follower’, for instance. 

Carl Sharman, senior director, 
Deloitte
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Remodel and prosper
The consolidation among mid-tier practices means small firms need to stay competitive. 
In the second in a series on practice management, Phil Shohet offers some guidance

The announcement of the nuptials 
between BDO and PKF, and the 
takeover of RSM Tenon by Baker Tilly, 
both in 2013, merely represented two 
of the most noteworthy mergers in a 
wave of consolidation amid mid-tier 
firms over recent years. There are, 
however, some new names linked with 
recent acquisitions, particularly focusing 
on the practices below the mid-tier. So 
who are the new entrants to the market 
and who are the key investors? 

A good example at one end of the 
scale is the recent arrival in the market of 
HgCapital, a diversified venture capital 
business. HgCapital has acquired part 
of the equity in Blick Rothenberg, a 
London-based smaller mid-tier firm with 
an international network.

Blick Rothenberg was attracted to 
HgCapital’s approach for a number 
of reasons, including the pending 
retirement of a number of older partners 
seeking exits and goodwill payments. 
Both parties have built up  
commendable outsourcing businesses, 
which could form a separate entity in 
its own right in the merged business. 
Blick Rothenberg also has a significant 
number of entrepreneurial clients – 
another specialisation.

There are several other venture 
capitalists on the prowl, both in the UK 
and overseas, looking for the right sort 
of opportunities – an outsource operator 
to complement and enhance an existing 
business, for example. Other attractive 
opportunities may include firms with 
expertise in management accounts, write-
up work, payroll and taxation, which are 
largely process-driven exercises.

An earlier private equity acquisition 
targeted Blackpool-based Nixon 
Williams and UK-wide firm SJD. The 
targets were predominantly involved in 
one-man consultancy and services to 
smaller businesses but had scale, strong 
internet marketing and a range of referral 
arrangements, unlike the majority of 
general practice accountancy firms.

Established overseas business 
outsourcers from Hong Kong, India, the 

US and Europe have also been looking to 
make strategic acquisitions of firms in the 
UK. Again, these acquisitions are focused 
on capturing international corporate client 
portfolios or the portfolios of high net 
worth (HNW) individuals.

New on the scene
There are, though, still more types of new 
entrant and investor out there attracted to 
practices and businesses that have built 
innovative profiles and successful teams. 
Could this selection of profiles and features 
drawn from our recent assignments be the 
future of the profession?

* ‘Lifestyle’ practice/investor. This 
is a business or practice that trusts 
its people to do their work anytime, 
anywhere and on any device. They take 
unlimited, fully paid holidays, have 
unconventional office arrangements, 
and work flexible hours to fit in with 
surfing/tide times and other hobbies. 
Such lifestyle firms have a successful 
mini-culture and a philosophy that 
is completely different. They have 
won a marvellous array of clients and 
attracted top talent. The trust they put 
in their brilliant staff pays off: they are 
forward-thinking, IT-literate and very 
innovative. Any firm they consider for 
acquisition will have to be leading-
edge and IT-literate, and either have 
partners with the potential to adapt or 
the type of client who would find this 
culture very attractive.

* One-stop shop for microbusinesses. 
This offers a number of products 
and services, and provides clients 
with the essential tools to run their 
businesses. Technology is at the heart 
of the customer service experience. It 
is all about meeting the unique and 
specific needs of the client base. The 
combination of new processes and 
technologies has ensured success  
and client compatibility. This type  
of new entrant will be programmed  
to operate in vertical sector and 
product services.

* Equity attraction. With succession 
an ongoing problem for many firms, 
some have introduced processes 
to allow staff who perform well to 
acquire equity irrespective of grade 
or status. This is a culture where 
staff are encouraged to offer great 
client service. The firm does not want 
individuals operating singly or in 
silos, and offers equity to those who 
do the right thing. This type of new 
entrant is going to attract ambitious 
employees who want to work hard 
and be rewarded fairly for their efforts 
rather than take the risk of being made 
partner in 15 years’ time (maybe).

* Multidisciplinary practices. Some 
mid-tier/smaller firms are becoming 
more significant in providing advisory, 
accounting, tax and legal services to 
small businesses and entrepreneurs. 
Relevant professionals are brought in 
as employees to assist clients globally. 

* Tax specialists. These businesses 
service a specific locality for all 
enquiries to do with HMRC. They 
could deliver their services in a number 
of languages to suit the region. This 
could be seen as a commercially led, 
consultancy project.

* Online accountants. These guys have 
a strong future ahead. Many business 
owners do not want to do their own 
bookkeeping. With the assistance 
of a cost-effective outsourced 
operation, potentially overseas, the 
return on these specialist activities 
can be immense, especially with the 

There are a 
number of venture 

capitalists on the 
prowl, both in the 
UK and overseas, 

looking for the 
right sort of 

opportunities
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effective use of technology. Digital tax 
accounts will enhance the demand for 
bookkeeping services. Video blogs, 
use of the internet, social media 
advertising and YouTube clips keep 
clients and other businesses informed.

* Advisory services as a specialism. 
A specialist firm’s service offering can 
include tax advisory and potentially 
offers an enhanced commercial 
awareness and understanding of 
entrepreneurs. This might command 
a higher average fee per client of, say, 
£7,000-plus.

* Non-audit. With greater regulation, 
a heavier regulatory requirement for 
audit, and the audit threshold rising 
constantly, a number of practices are 
wondering what to do with the small 
number of audits they have left. Do 
they even want to continue with audit? 
Some practices – in particular, small 
and medium-sized firms – no longer 
see audit as part of their business let 
alone their core activity.

Buy-side interest
Legal and wealth management firms are 
still looking at acquiring HNW and tax-
based portfolios, but the number of these 

acquirers has declined since the interest 
seen before 2008. Smaller mid-tier firms 
– with an annual fee income of £25m to 
£50m – continue to make acquisitions but 
are becoming much more selective in the 
client base they target.

However, the compliance consolidators 
are still acquiring practices. The model 
now usually has a client-facing front-office 
in the UK and a back-office in Asia or a 
lower-cost location in the UK. Some new 
entrants are offering 1.3 to 1.5 times fees 
on acquisition but are looking for smaller 
clients and sole traders, and steering away 
from audit and advisory. These purchase 
prices are above market levels and, in our 
view, unsustainable. The platforms they 
use are mainly cloud-based.

Franchising models are again being 

considered for servicing small businesses 
and for providing, at the extreme, 
quasi-FD services for small and mid-
size companies and owner-managed 
businesses. The mid-size branded 
franchise firms such as Hacker Young, 
Haines Watts and Moore Stephens 
continue to take on members, but in the 
main are interested in client servicing 
from a bigger pool rather than equity 
investment, and in direct management.

Regional independents continue to 
grow by acquisition. Depending on their 
location, some regional firms are now 
dominant in their catchment area; they 
can absorb practices on retirement and 
successfully merge in younger partners 
seeking to grow with a larger firm. 
By virtue of their position, such firms 
can drive down valuations. It’s almost 
impossible to imagine a greenfield 
practice growing to any size as an 
independent in these locations, although 
the serial acquirer Baldwins, based in the 
Midlands, would be an exception. 

The market is evolving – fast. It might 
be time to look at your options. ■

Philip Shohet is senior consultant, 
Foulger Underwood

Things to consider 

* What model is best for the practice 
of the future?

* Where are the profit drivers?

* What is the market demanding 
from members in practice?

* Will general practices survive the 
trend towards specialisation?
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Under pressure
Accountants are good at advising their clients on the importance of cashflow 
management, but some find it hard to practise what they preach

Cashflow is a bit like high blood 
pressure: when not managed, the 
fallout could have dire consequences 
for the health of the business. 

‘In many firms, the time between 
paying the highest costs – salaries and 
wages – and the receipt of the cash is 
measured in multiple months, causing 
heavy demands on working capital and 
cashflow,’ says Sue Cohen, consultant 
in project management and business 
process review. ‘Often, this is the norm: if 
it takes three months to do the work, then 
a few weeks to agree everything with the 
client, the bill is sent four to five months 
after the work started.’

Then payments are often slow to 
come in. Fee collection periods differ 
from practice to practice and from one 
industry to another, but there is a chronic 
late payment culture overall. Research 
from BACs Payment Schemes shows 
that more than three-quarters (76%) of 
small and medium-sized businesses 
have to wait at least a month beyond 
their agreed contract terms before 
getting paid. On average, smaller 
businesses are owed close to £32,000 
at any one time, although 25% admit 
that £20,000 or even less is enough to 
jeopardise their business prospects.

The knock-on effect of this is that 

roughly a quarter of small business owners 
have taken a cut in salary to keep cash 
inside their businesses, and one in 10 are 
having difficulty in paying staff, as well as 
regular bills, on time every month.

Ease the pressure
While the principles of good cashflow 
management are straightforward (you 
have to have more money coming in than 
going out), cashflow ups and downs are 
more manageable for larger firms with 
access to more working capital. So, what 
can smaller firms do to improve liquidity?

‘First of all, look at your firm’s cash 
situation weekly and aim to have »   
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reserves of at least 90 days “survival”  
time,’ says Heather Townsend, co-founder 
of The Excedia Group, a consultancy 
that specialises in advising professional 
service firms.

Cohen recommends a review of 
systems and processes: ‘Are they as 
robust as they need to be? Is it easy to 
calculate and raise bills? Do all staff and 
partners understand the firm’s working 
capital and structure?’

Billing and payment terms – when the 
invoices will be sent and when they should 
be settled – need to be made clear from 
the off, in the engagement letter. ‘The 
agreed terms can then be referred to, 
should payment need to be chased,’ says 
Steve Hale, partner at accountancy firm 
Perrys. It should also go without saying 
that all work is quoted, and the quotes 
agreed by the client before the work 
actually starts. ‘If you decide to charge 
extra for work provided at short notice, 
this also must be agreed before you 
proceed,’ says Mariah Tompkins, director 
at WKM Accountancy. In short, the client 
should expect the bill. ‘No ambush billing 
– it’s the number one reason accountants 
do not get paid,’ says Simon Chaplin, 
owner of GreenStones Accountants. 

Invoicing in stages
As for raising bills, Cohen suggests work 
is invoiced as soon as it is completed, 
whichever day of the week or the 
month that is, rather than waiting till 
the month’s end, which only delays cash 
coming in. But she also adds: ‘Many 
assignments break down into stages, 
which can be identified at the start, and 
then invoiced in stages, too.’ If your firm 
still keeps timesheets, raise on-account 
invoices and bill any work in progress at 
least monthly. ‘I’m amazed how many 
practitioners still do a mad bill-run two 

weeks before their year-end to clear 
out work in progress,’ says Chaplin.

Townsend adds that any ad-hoc work 
should also be invoiced promptly. ‘All too 
often these extra bits either get forgotten 
or are billed late,’ she says. Chaplin 
suggests asking for at least 50% payment 
for ad hoc work in advance. Cohen 
recommends obtaining upfront deposits 
from new clients, too. ‘And preferably 
also in respect of significant new pieces of 
work for existing clients – say 10% of the 
likely fee,’ she adds.

Pre-empt problems by ensuring that 
all invoices go to the right department 
at the client’s and that there will be 
no problems with payment. ‘Deal with 
any fee query quickly; don’t allow a 
question over a £75 charge for some 
ad-hoc advice to hold up payment of a 
£2,500 invoice for instance,’ says Hale.

To ensure a steady inflow of cash, 
Tompkins encourages all new clients to 
pay on a monthly basis. ‘Some don’t take 
this option, hence we make it clear before 
we submit the accounts that all payments 
should be made within seven days of the 
date of the invoice,’ she adds. 

However, Hale warns that allowing 
clients to spread their accountancy fees 
over equal monthly instalments should be 
thought through. He says: ‘The timing of 
the payments must be such that, by the 
time the work is carried out, all fees, or 
certainly a large proportion of them, have 
been received. It’s no good if the client 
makes 12 monthly payments after the 
work has been completed.’ If the size of 
the firm allows it and the costs are not too 
high, Hales suggests getting authorisation 
to take the monthly instalments by direct 
debit. ‘This way the responsibility for 
settlement of the invoice rests with the 
firm and not the client,’ he says. 

Make payments easy for clients in 

other ways, too. ‘Have the option to 
pay by credit card – whilst there’s a 
cost associated with this, it may lead 
to cash coming in quicker, saving costs 
elsewhere,’ says Hale. 

In many cases, clients need prompting 
before they pay the bills. ‘Use software 
that can produce an aged debtors list and 
have an updated version of this next to 
the phone. When a client calls with a tax 
or other query, mention that an invoice is 
about to fall due,’ Hale says.

When they do not pay on time, 
Townsend says outsourcing debt 
collection should only be used as a last 
resort. ‘Getting the professional “heavies” 
involved is fairly drastic. The best way for 
small firms to get prompt payment is to 
have a credit control process, which they 
instigate in-house first and foremost. So 
an email or phone call from manager 
or partner to let the client know the 
invoice is coming; then a reminder a few 
days before the bill is due, which can 
be automated; then have any in-house 
resource chase before outsourcing to 
debt collectors,’ she says.

Nevertheless, some firms do use fee 
funding services to get their money and 
leave the debt collection headache with 
them. ‘Costs and interest rates are fairly 
low, and they can be passed on to the 
client,’ says Chaplin. However, he adds: 
‘Fee funding shouldn’t be necessary if you 
invoice regularly, use direct debits and stop 
ambush billing.’ Besides, if the client does 
not pay, the debt reverts to the practice 
and the headache is back. ■ 

Iwona Tokc-Wilde, journalist

For more information:

See ACCA’s review of late payment  
at bit.ly/accapayment  

As a result of late 
payment, roughly 
a quarter of small 

business owners 
have taken a 

cut in salary to 
keep cash inside 

their business  
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The view from
Richard Dale, executive director of finance at Newcastle 
University and volunteer on local community radio

During vacation time, mine is a 
fairly typical fi nance job. From 8am 
to 5pm I lead the team, provide 
management advice and develop our 
strategy. In term time, there is lots of 
evening work, ranging from being a 
governor of a local further education 
college to supporting our students at 
rugby matches. I lead a team of 125 
people responsible for fi nancial and 
management accounting, research 
accounting, billing and debt collection, 
procurement, purchasing and accounts 
payable, and strategic planning.

At the top of our list of challenges 
are Brexit and pensions. Brexit has 
profound implications for us, as a lot 
of our income, students and staff come 
from other European Union countries. 

Uncertainty makes a worrying problem 
worse. The higher education sector still 
runs defi ned benefi t pension schemes, 
and these are going through a very 
diffi cult period, exacerbated by Brexit. 

Universities are unique communities 
and diverse businesses, full of 
exceptionally talented colleagues 
who want to do their very best 
for civil society, through their 
research and for their students. We 
have campuses in three countries, 
own farms and ocean-going 
vessels, run a £4m turnover catering 
business, have two museums and 
are the ninth best UK university for 
student sports achievements.

Our systems were state-of-the-
art when installed just before the 
millennium but now look tired, so 
we have a lot to do there. I would like 
to improve our agility; universities are 
very good at making major decisions 
but bad at small ones. I cannot believe 
how much time we spend discussing car-
parking spaces.

My advice to others is to take 
whatever opportunities come your 
way, however odd they may seem. 
I started my life designing telephone 
exchanges and slipped into a fi nance 
role almost by mistake. I have 
learned to value other cultures and 
approaches to work; you learn more 
from people you don’t know than from 
people you do.

My biggest professional achievement 
has been championing the 
refurbishment of our students’ union 
building. It was a diffi cult project. Finance 
people have a big a role in advocating 
good projects, as well as stopping or 
changing bad ones.

Away from work I am a volunteer at my 
local community radio station. I can be 
heard on Lionheart Radio every Sunday 
lunchtime. ■

I would like to 
improve our 

agility; universities 
are very good at 

making major 
decisions but bad 

at small ones

Snapshot: hospices

There are more than 200 hospices 
in the UK, providing care for the 
terminally ill. Today, hospices 
contribute £1bn each year to the 
UK’s health economy, so there is 
demand for highly skilled finance 
professionals in the sector. 

The fi nance function is led by 
fi nance directors whose colleagues 
include skilled fundraising 
professionals who are in charge 
of revenue raising. ‘Virtually all 
hospice finance directors come 
from a professional accountancy 
background,’ says Craig 
Duncan, COO at national charity 
Hospice UK. 

‘FDs and other personnel require 
much the same core skills as their 
counterparts in other charities, 
including strong budgeting and 
analytical skills. Also, because of 
the size of the average hospice, 
many FDs will take on other areas 
of responsibility, the most common 
being for ICT and facilities.’

Hospices receive on average a 
third of their funding from the NHS, 
with the rest generated through 
community fundraising. Most also 
run charity shops and lotteries. This 
means there may be several different 
businesses within one entity, and FDs 
will need to understand all of them.

 ‘Hospices provide a stimulating 
and rewarding career for finance 
staff at all levels,’ Duncan says. ‘A 
key motivator is the opportunity 
to contribute to their work helping 
ensure that terminally ill people and 
their loved ones receive the best 
possible care at the end of life.’ 
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Where job meets passion
Sunny Grewal FCCA, FD of 1966 Entertainment, the organisation responsible for the 
sponsorship rights of the England football team, talks about why he loves his job

It is always apparent when 
you meet professionals 
fortunate enough to be 
doing exactly what they 
love – and Sunny Grewal 
is definitely an accountant 
living the dream.

An avid Manchester United 
and England supporter, he has 
worked with the likes of Pele 
and David Beckham, plus a raft 
of other England footballers. 
For the last seven years he 
has been finance director 
of 1966 Entertainment, the 
company responsible for 
safeguarding the image rights 
of the England football squad 
and for ensuring contractual 
rights are agreed with Football 
Assocation (FA) partners, 
suppliers and licensees. The 
business also works on the 
squad’s commercial and 
charitable interests, and 
represents a number of sports 
and pop stars. In addition, 
in 2007 it set up the England 
Footballers Foundation (EFF) 
on behalf of the England 
squad, which has so far raised 
£4.5m for good causes.

1966 Entertainment was 
founded in 2006 by Terry 
Byrne, a friend and former 
personal manager of David 

Beckham, who had previously 
worked among other things 
as Chelsea FC’s masseur and 
director of football at Watford. 

Through his work, Grewal 
has built up relationships with 
a number of players, past and 
present. ‘I’m a massive England 
fan, more so because I know 
what the players do. They are 
a nice bunch of lads – a few 
egos, but they are all trying to 
do their best,’ he says.

‘We see a side of the 
players that is not often 
reported. Every year, through 
the Football Foundation, they 
choose a charity to support, 
such as Cancer Research and 
Help for Heroes, and the 
players’ match fees get spread 
across these charities. 

‘Last year they contributed 
to The Honeypot Children’s 
Charity for young carers and 
vulnerable children. It didn’t 
get reported much, but the 
players would go out of their 

way for nothing 
and bond with 
some of the kids in 
their own time. 

‘[Chelsea 
defender] John 
Terry gets a bad 
press, but one of 
the kids he was 
mentoring passed 
away and he was 
in pieces. It goes 
beyond duty; 
they want to be 
involved.’

Grewal’s first 

job – while he was working 
through his ACCA exams at 
BPP in London – was with 19 
Entertainment, the production 
company founded by media 
entrepreneur Simon Fuller. He 
explains: ‘My sister got me the 
job there, looking after pop 
stars including S Club Juniors 
and Will Young. However, it 
was a very political company 
and I hated it. So much so, I 
started to train as a plumber.’

However it all changed 
when Nick Arney came in as 
financial controller and gave 
Grewal the Beckham brand 
accounts to work on. ‘As a 
United fan, with David in 
his ascendancy at the time, 
it reignited my interest in 
accounts. It was fascinating to 
see how he makes his money. 

‘It was brilliant. I used to go 
to Old Trafford a lot. It was a 
great insight and it was lovely 
working for somebody with 
loads of money, as you don’t 
have any cashflow problems!’ 

Byrne, as David Beckham’s 
personal manager, worked 
closely with 19 Entertainment 
during this time, and Fuller 
had a 50% stake in 1966 
Entertainment. When Byrne 
bought out Fuller’s share in 
1966 and moved to an office in 
London’s Marble Arch, he took 
Grewal with him. 

‘By that time Beckham 
had moved to US team LA 
Galaxy and it was more about 
underwear endorsements and 
less about football. I was done 

‘Numbers are 
great but  

if you are not 
integral to the 

business, what is 
the point?’

with that and happy to move 
back into football – back to 
basics. My role was purchase 
ledger, sales ledger and credit 
control, all the way to stats, 
financial statements, dealing 
with Companies House, 
HMRC, inspections and so on.’

Grewal gained his ACCA 
Qualification in 2011 and 
from then onwards his role 
and standing in the company 
began to grow. ‘Terry began 
to trust me more in terms of 
decision-making and strategy. 
Numbers are great but if 
you are not integral to the 
business, what is the point? He 
started taking me to meetings 
and got me involved in 
investing in startups, buyouts, 
acquisitions and so on.’

The company was initially 
a one-product company, 
focused on managing the 
England football team’s 
commercial rights, on a four-
year contract. 

‘There are always people 
who want the England contract. 
Terry had a strong bond with 
Beckham and the England 
squad at the time. He also 
knew John Terry and Frank 
Lampard from his Chelsea 
days and he got to know 
Steve Gerrard and others. The 
players didn’t even look at 
other tenders. That was how 
the first eight years evolved: 
they only wanted Terry.’ 

Byrne has an 
entrepreneurial spirit and 
wanted to do more. ‘He 

Basics

* 2014 – £828,000 turnover, £72,000 net profit

* 2015 – £623,000, turnover, £54,000 net profit

* 2016 – likely net profit over £134,000
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knew he couldn’t rely on just 
this contract – he has always 
been aware that this could 
end,’ says Grewal.

So they started to invest 
in other opportunities, 
including ventures into image 
consultancy and loyalty 
schemes, golf and rugby. But 
there was a real risk that the 
company was spreading itself 
too thin. It all came to a head in 
2013 in a frank meeting when 
Grewal decided he needed to 
impose some financial restraint 
on his entrepreneurial boss.

‘Our turnover was always 
good, but our expenses were 
too high. We were overstaffed 
and investing so much that the 
monthly PAYE was a cashflow 
hindrance. So we stripped 
back to the core business. 
Today we are in one office and 
that’s how it should always 
have been. I could say we 
made some wrong decisions, 
but I have learned so much.’

Now the business 

concentrates once again 
on the England squad, plus 
management representation. 
Clients range from former 
England manager Glenn 
Hoddle, former international 
Gareth Southgate and women’s 
footballer Casey Stone through 
to pop star Boy George and 
Pippa Middleton, sister of the 
Duchess of Cambridge.

Meanwhile, the England 
situation is surprisingly simple: 
1966 Entertainment signed a 
deal earlier this year to extend 
the contract to represent the 
players until 2022. Meanwhile, 
the FA handles deals with 
licence partners including 
Lidl, Mars and Carlsberg, and 
negotiates prices and terms.

‘We sit down with the FA 
and lay out what we consider 
the players deserve. A lot 
of the brands want player 
imagery. And Nike wants 60 
player appearances in the strip 
a year. They are entitled to that 
as they are paying a significant 

amount to the FA as shirt 
manufacturer,’ he explains. 
‘A senior player committee, 
comprising five or six players, 
including Wayne Rooney and 
Joe Hart, represents the rest 
of the England pool. The pool 
is not fixed, as you may get a 
new player picked each time a 
squad is announced. If you are 
not in the pool for 12 months, 
you are removed.

‘We have to say these 
appearances are worth x 
amount, factor in what all the 
sponsors want and then agree 
a figure with the FA.’

The money then flows into 
a collective fund, made up 
of all of the player earnings 
except match fees, which go 
directly to the EFF, and the 
total is split between them.

 ‘All the FA income goes 
into the fund and the players 
get paid once a year. This is all 
classified as image rights.

‘The players also get paid to 
make an appearance, according 

to the time out of their day,’ 
says Grewal. A friendly is worth 
less than a competitive match. 
Whether you play or not, as 
long as you are selected you are 
part of that pool.

‘The FA won’t tell us how 
much it gets paid, so we may 
only be invoicing 10–20% of 
what the FA receives from the 
sponsors, but we have to put a 
value on it.’

So how does Grewal hope 
to take forward what he has 
learned? ‘I have invested in 
some property with my father 
in Liverpool and set up an LLP. 
I want to be my own boss. That 
amibition has come not only 
from Terry, but also through 
the ACCA Qualification.

‘I am phasing out my work 
here, but I will continue on 
a consultancy basis. I would 
love to do something with the 
contacts I’ve made. There is 
something in the pipeline.’ ■

Alex Miller, journalist
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More than just names
Two retired accountants have made it their mission to tell the individual stories of 72,000 
British troops who died at the Battle of the Somme but whose bodies were never found

The centenary of Britain’s 
bloodiest battle falls this 
year. The Battle of the 
Somme raged in France 
between 1 July and 
18 November 1916, with vast 
numbers of dead on all sides, 
including 420,000 British and 
Commonwealth troops. Many 
of the dead have no known 
grave – they went over the 
top and effectively vanished 
– the names of 72,246 of 
them are recorded on the 
vast Thiepval Memorial in the 
Somme region.

It was a quest to fi nd out 
something about just fi ve of 
those names that fi rst brought 
Ken Linge – an FCCA until his 
retirement in 2010 – and his 
wife Pam to Thiepval in 2001. 
They were looking for the 
graves of men listed on their 
local war memorial in Haydon 
Bridge, Northumberland. Five 
were recorded on the Thiepval 
Memorial as missing in action.

Pam found the 
experience extraordinary. 
‘It’s mind-blowing,’ she says. 
‘You can’t just visit once, there is 
something that draws you back.’ 

When they learned in 
2003 that a visitor centre 
was being built at Thiepval, 

focusing on the battle and the 
memorial itself, they asked 
the organisers what they 
were going to do about the 
individuals whose names were 
etched on the monument. Ken 
recalls: ‘They said, “Nothing. 
You’d have to be mad to think 
you can do anything about 
that!” So we volunteered.’

The Linges set out to 
uncover all the biographical 
details they could fi nd of the 
men commemorated on the 
memorial. They were under 
no illusions about the scale 
of the task. ‘We knew we’d 

never come close 
to fi nishing it,’ 
says Ken, ‘but we 
could try to record 
something about 
as many of the men 
as possible.’ 

To do this 
would require 
immense focus. 
‘You have to look 
at contemporary 
sources like local 
newspapers, rolls 
of honour, letters 
and memoirs, often 

published after the war,’ says 
Ken. ‘On fi nding something 
referencing a named man, you 
start digging deeper.’

Both retired accountants, 
Ken and Pam found their 
professional skills helped in 
tackling the huge undertaking. 
‘The investigative side helped,’ 
says Pam, ‘Being methodical, 
pulling together information, 
trying to sort out what is real 
and what isn’t – not giving up 
on searching for the truth.’ 

Ken stresses the importance 
of data presentation and 
ordered thinking. ‘You’re trying 
to do a family history for 72,000 
people, so you’ve got to have a 
logical approach and a dogged 
determination – that comes 
from being an accountant.’

The memorial itself shows 
the peaks of the battle. Nearly 
20,000 were killed on the fi rst 

day, 12,000 of whom have their 
names carved at Thiepval. 
There is a surge of Welsh 
names mid-July following a 
disastrous attack on Mametz 
Wood by a Welsh division. 

It was particularly diffi cult 
for families to accept that a 
husband, father or son had 
simply disappeared. ‘There are 
lots of letters from Londoners 
saying the same things,’ 
explains Pam. ‘Things like, 
“You took them into battle 
– how can you have no idea 
where they are?” People just 
didn’t understand.’

Many soldiers were buried 
in hastily dug graves, but as the 
fi ghting moved on, the location 
would be shelled or forgotten. 
Other men died in collapsed 
trenches and bunkers, while 
some effectively vanished when 
struck by a shell. 

‘What interests us isn’t the 
military side,’ says Ken. ‘It’s 
who are these men? Men who 
never had the dignity of a 
marked grave.’ 

The Linges have produced 
a book about some of those 
men and continue with their 
Thiepval project. With over 
12,500 names dealt with so 
far they have, as Ken puts it, 
‘passed a magic number – 
there’s less than 60,000 left!’ 

The couple have accepted 
what is quite literally a 
monumental task, but one that 
is surely worthwhile. ■

Matt Warner, journalist

For more information:

If you have information on any of the men listed on the 
Thiepval Memorial, email pam_ken.linge@btinternet.com 

Find the Linges’ book Missing but not Forgotten: Men of 
the Thiepval Memorial – Somme at bit.ly/ThiepvalMem

‘You’re trying 
to do a family 

history for 72,000 
people, so you’ve 

got to have a 
logical approach 

and a dogged 
determination’

▼ Not forgotten
The Thiepval 

monument lists 
72,000 dead soldiers 
with no known grave 

from across the 
Commonwealth 
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Spreading the word
If you’re proud of your ACCA Qualification and membership, and regularly speak to 
friends and colleagues about its benefits, why not join our community of advocates?

What does ACCA mean 
to you? Are you proud 
of your qualification? 
Do you speak warmly to 
friends and colleagues 
of what ACCA means to 
you? If so, welcome to 
the world of advocacy.

Many ACCA members 
are informal advocates of the 
body and its qualification, 
even if they do not recognise 
themselves as such. ACCA is 
now working to harness the 
pride, energy and positivity of 
members across the world.

Advocacy means promoting 
or publicly supporting ACCA 
and/or the profession. Since 
2012 ACCA has been piloting 
advocacy programmes across 
the following categories:

* inspiring the next 
generation of professional 
accountants to join ACCA 
– for example, by visiting 
schools and universities

* supporting future 
members, which might 
include offering work 
placements or supporting 
students while they train

* sharing positive messages 
about ACCA, whether 
through social media 
or in other ways

* taking an active role as 
ACCA’s public face, which 
could mean representing 
ACCA on a panel, at 
events, or getting involved 
in lobbying government or 
standing for Council.

The main point, though, is 
that there is no set formula. 
‘Advocacy can be anything,’ 
says John Weston, regional 
head of advocacy and 
satisfaction. ‘It can mean a 
casual conversation with a 
neighbour or friend. It can 
mean simply wearing your 
ACCA badge at an event or at 
work. It could mean mentoring 
a student through their exams, 
volunteering to help a local 
charity with its finances or 
speaking at a conference.’ 
There is no obligation to give 
up a set amount of time and 
no formal target to meet. ‘The 
important point is that it’s 
not a programme of events; 
it’s more about behaviour, 
pride and values. It’s about 
thinking, talking and engaging 
positively about ACCA.’

The driving force behind 
the initiative is pride. 
‘Members should be proud of 
themselves – it takes a lot of 
work to gain the qualification,’ 

says Weston. 
He makes the 

point that the 
ACCA Qualification 
is unusual 
among business 
qualifications in 
that students start 
at all levels and at 
any time in their life 
– it doesn’t require 
a degree to begin 
the journey. ‘The 
ACCA Qualification 
changes people’s 
lives. We should 

never forget what it stands 
for and the opportunities it 
brings,’ says Weston. ‘It’s a 
force for social mobility across 
the world and that has been 
one of our founding principles 
since the body was established 
in 1904.’

Ultimately, advocacy is 
about pride in action. ‘I would 
encourage all members to 
engage with their professional 
body. After all, the more you 
put in, the more you get out,’ 
says Weston. 

‘The ACCA 
Qualification is 

a force for social 
mobility, and that 

has been one 
of our founding 

principles 
since 1904’

As for the advocates 
themselves, they give many 
reasons for wanting to get 
involved. For some it is 
partly about personal or 
professional development, 
but more often than not it 
is about wanting to repay 
a little of what they have 
gained from ACCA. 

‘Our advocates tell us that 
giving something back is a 
major motivation for them,’ 
says Weston. ‘They say that 
ACCA has enabled them 
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to do something with their 
career and their lives, and that 
it’s on their side and fi ghting 
their corner. They want to repay 
a little of that and share their 
experiences with others.’

He wants ACCA members 
to step out of the shadows: 
‘Be positive, proactive and 
publicly proud.’ ■
Liz Fisher, journalist

Leading by example

Delphine Paterson 
FCCA, director, Forward 
Financials. Delphine was 
an ACCA panel member 
in Cambridgeshire for six 
years. She was asked by 
her children’s school if 
she would be willing to 
take part in a careers fair 
for 14 to 16-year-olds. ‘I 
was very happy to take 

part through my own business,’ she says, ‘but I thought it 
would be even better if I could use this as an opportunity 
to advocate ACCA to the students.’

The intention was to discuss any questions pupils and 
their parents had about a career in accountancy. ‘Most of 
the children were a little shy to start with, but by asking 
about the subjects they enjoyed, I could coax them to 
open up about their interests. 

‘I explained why ACCA was a great career choice, the 
doors it had opened for me personally and that numbers 
can be interesting. I wanted to show them that accountants 
could in fact be a part of all the businesses represented at 
the event, so the world really was their oyster.

‘What I underestimated was the feeling I left with of really 
making a difference to the students. I defi nitely felt that 
perhaps in a few years those youngsters could be following 
a career path we had inspired them to undertake.’

Ian Waugh FCCA, director 
of fi nance, Scottish 
Public Pensions Agency 
(SPPA). Ian has acted as 
an advocate for ACCA for 
many years, both formally 
and informally. He fi ts 
many people’s idea of 
an advocate in his offi cial 
contributions: he has sat 
as a panel member for two 

member networks; written technical articles and thought 
leadership pieces based on his work experiences; and 
helped to organise ACCA conferences.

But his activities go well beyond what may be seen 
as traditional advocacy. For example, he has prepared 
ACCA material for school fairs and recruited apprentices 
into the fi nance profession. Alongside supporting an 
ACCA trainee, Waugh enrolled three staff onto the 
ACCA-X programme in its fi rst year. ‘The ACCA-X 
approach to recruiting and upskilling fi nance staff for 
the future sits comfortably with ensuring that SPPA 
maintains its Investors in People gold status,’ he says.

‘I’ve gained a great deal from contributing to 
advocacy and thought leadership with ACCA,’ he adds. 
‘There are enormous benefi ts, not least being able to tap 
into the diversity of knowledge, experience and opinion 
that helps shape the future of ACCA and the profession.’

For more information:

There is an advocacy webinar on 16 November. More at 
bit.ly/ACCA-webinar1, or email advocacy@accaglobal.com

There will be an advocacy session at ACCA’s Accounting 
for the Future conference on 22 November. Find out more 

at accaglobal.com/accountingforthefuture
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Show me the money
With leading business schools demanding eye-watering sums for their prestigious MBAs, 
crowdfunding is becoming a viable way of raising cash – with the right approach

There are many reasons 
for wanting an MBA. The 
prospect of earning more 
money is one, but it also 
increases the chances of 
having a more rewarding 
and exciting career. An 
MBA can offer not only an 
improvement in business 
skills but also personal 
development. Networking, 
mentoring and making social 
connections are central to 
the experience; successful 
MBA students often say this 
aspect is the best part of 
taking the degree. 

However, this all comes 
with a hefty price tag and the 
more prestigious the school, 
the higher it is likely to be. 
Harvard Business School offers 
a world-class MBA – and the 
world’s most expensive at 
around US$200,000, while the 
University of Cambridge MBA 
costs £98,000 over two years. 
On top of this must be added 
living costs and loss of earnings 
if doing a full-time course.  

The MBA candidate 
is expected to approach 
problems with a lively mind, 
and finding such large 

sums should be addressed 
accordingly. Helpfully, new 
ways of raising money such 
as crowdfunding are finding a 
place in the MBA market. 

Crowdfunding is where 
the public is approached 
directly for funding via the 
internet, bypassing more 
traditional routes of raising 
capital. Some business 
sectors have an impressive 
history of using it effectively; 
the success of sites such 
as Indiegogo, Kickstarter, 
Crowdcube and Hubbub show 
it can certainly work. 

‘There is a strong tradition 
of crowdfunding in graduate 
education in the US,’ says 
Tim Wright, co-founder of 
crowdfunding consultancy 
Twintangibles, ‘but now we 
see it growing in the UK.’ 

Those who think this looks 
like an easy solution to funding 
an MBA should be cautious. 
If you choose to crowdfund, 
you need to put yourself ‘out 
there’ relentlessly, mining 
friends, family, alumni groups, 
clubs, and previous and 
current work contacts. It is not 
for the introverted. 
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The pitch must be honed 
and delivered to the right 
audience in an appealing way, 
and the hoped-for outcome 
must be tempered with 
realism; most crowdfunding 
campaigns don’t reach the 
target sum. ‘It is enormously 
hard work,’ says Wright, 
‘and in the vast majority of 
cases unsuccessful.’ 

Pitch perfect
Central to the process is the 
pitch – giving people a reason 
to want to give money. For 
the prospective MBA student, 
this poses a problem. ‘Please 
give me some cash as I want 
an MBA so my great career 
can be even better’ is not a 
proposition that has much 
appeal to the public. 

‘You need to have a 
compelling story,’ says Justin 
Grainger, CEO of consultant 
CrowdFundMe2. ‘You need 
to give people a reason – a 
genuine story about why the 
project is so important to you.’ 

He warns against the 
temptation to be dishonest 
while telling this story, which 
will have a ruinous effect on 
the campaign. ‘It’s a public 
domain, so if you’re not 
truthful you’ll be uncovered,’ 
he says. Grainger also 
agrees that it is a tough task. 
‘Regardless of the hype, most 
crowdfunding attempts fail.’  

Despite this there is 
potential to raise at least some 
of the money required. The 
crowdfunding tactic allows a 

wide range of people to get 
involved in a huge variety of 
projects. ‘We use the term 
“disintermediated approach”,’ 
explains Wright. ‘Within this 
large group you’ll have lots of 
different motivations; there are 
lots of reasons people back 
things, so what may seem 
crazy to some will appeal to 
others. Now you can reach this 
diverse group, which is very 
beneficial to the investee.’ 

The ‘long-tail’ principle 
that underpins crowdfunding 
means that there will be many 
small contributions rather than 
a few large ones. ‘This is part 
of its appeal,’ says Wright. 
‘It’s a discretionary spend;  
if someone is only giving 
£10 they don’t have to be 
wholeheartedly engaged with 
the scheme.’  

‘Momentum is critical’
Getting those first 
contributions is important, 
and just as a shrewd busker 
always puts some cash in his 
hat before performing, the first 
investors are likely to be close 
to the investee. ‘Research 
shows momentum is critical,’ 
explains Grainger. ‘A general 
rule of thumb is to try and get 
25% of the funding in place 
before the launch.’ It may well 
be that the ‘Bank of Mum and 
Dad’ would have been heavily 
involved anyway, but by using 
the crowdfunding approach, 
their money has a chance of 
attracting more investment. 

A good campaign can have 
wider benefits 
– something 
Wright feels might 
be overlooked. 
‘Think about what 
can be achieved 
in addition to 
sourcing finance. 
The networks and 
connections made, 
the demonstration 
of entrepreneurial 
acumen, the ability 
to write good 
copy, to undertake 
marketing 

and target a particular 
demographic; these are all 
competencies that will be 
needed in a future career.’ 

There are more traditional 
ways of funding an MBA such 
as a bank loan or sponsorship 
by one’s employer – usually 
with the proviso that the 
graduate will stay with the 
business. Scholarships, 
which are common in the US, 
provide another route, but the 
competition to secure one is 
very fierce indeed. 

Prodigy Finance offers 
funding for MBAs using a 
different model. Here, the 
crowd are invited to invest 
in an individual on the 
understanding that all money 
will be returned, with a profit, 
once the MBA graduate has 
secured work. Over US$190m 

‘You need to give 
people a reason to 
invest – a genuine 

story about why 
the project is so 

important to you’

has been lent to students, with 
the business claiming a 99% 
repayment rate. However, the 
prospective student must be 
applying to a top school and 
the investors must be repaid. 

A crowdfunding campaign 
needs dedication and must 
be carefully researched and 
presented (see box). Given the 
huge sums of money needed 
to secure an MBA, the project 
must be tempered with realism 
but it is still worth considering. 
As Wright says, ‘It’s not just 
about the money; it’s about the 
networks and skills you need 
in a future career. It is hard 
work, but people crowdfund 
because they recognise 
the benefits of doing it well 
can be tremendous.’ ■ 

Matt Warner, journalist

Tips for tapping a crowded market

* Don’t rush.

* Take a good look at the different sites. Which one 
suits you best? crowdfunder.co.uk, hubbub.org, 
crowdcube.com and justgiving.com are all worth 
examination but there are many other sites, too.

* Make sure you know how the site will charge you, as 
there are a variety of models.

* Look at successful campaigns to see what works, 
but review the failures, too, so you can learn from 
others’ mistakes.

* Set a realistic target sum.

* Drive traffic to your site by intelligent use of social 
media. Seek out Facebook groups of your chosen 
school’s alumni; appeal to those who have an MBA or 
who understand your motives.

* You must tell a good story; this will need real thought.

* Presentation is vital. Most crowdfunding sites 
give free advice on images, editing and general 
best practice.

* Be relentless. Crowdfunding is hard work. Keep 
pushing your message to everyone you can. This is no 
arena for the timid.

* Many successful campaigns see rewards offered 
on a sliding-scale basis. For a £10 contribution, a 
thank-you call; for £25, a novelty t-shirt; for £50, 
an acknowledgement in the MBA dissertation; for 
£1,000, an invitation to the graduation. These must be 
carefully costed.

* Be imaginative. For instance, if you can play the guitar, 
offer some lessons as a reward for a contribution.

* Keep positive. Remember there are more benefits to 
running a crowdfunding campaign than just money.
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The rise of the MOOC
Massive open online courses are forcing business schools to reconsider the content of 
their MBAs and compete more fiercely in an area increasingly influenced by technology

It may well be expensive and 
demanding and have tough 
entry requirements, but a 
master’s degree continues to 
boast clear advantages for 
those prepared to commit. 
From a higher salary to 
greater career opportunities, 
a better business network to 
new skills and knowledge, 
the benefits of an MBA are 
well documented. 

But the price tag can be 
too formidable an obstacle 
for some. Indeed, the 
eye-watering US$187,290 
fee for the Executive MBA 
programme at Illinois-
based Northwestern 
University’s Kellogg School of 

Management – at the time of 
writing, the most expensive 
MBA on the planet – would 
deter more than a few.

For the large number of 
people who simply cannot 
afford the time or the money 
to attend a business school, 
often in another country, 
the growing profile of the 
online MBA opens up the 
qualification to them.

Online MBAs
‘Physical attendance is still 
seen as the gold standard, but 
the benefits of in-person study 
are notoriously difficult to 
quantify,’ says David Kernohan, 
senior co-design manager 

of Jisc, an organisation that 
champions the importance 
and potential of digital 
technology for UK education 
and research. 

He adds: ‘Distance learning 
has become very popular for 
postgraduate employment-
related courses, allowing for 
learning on the job. The other 
huge benefit is convenience. 
Study can be fitted around 
work and family commitments – 
helped by most online courses 
being offered part-time.’

The reputation of online 
MBAs also continues to 
flourish. The Oxford Brookes 
Global MBA, which was 
developed by the business 

school and ACCA, was 
recently ranked fifth in the 
world and third in the UK 
in the QS Distance Online 
MBA rankings, published by 
higher and business education 
analysis firm QS Quacquarelli 
Symonds (see box). And at 
US$26,861 it’s a fraction of the 
cost of other top-ranking full-
time courses.

The Oxford Brookes 
Global MBA programme has 
received AMBA accreditation 
(the Association of MBAs). To 
complete the programme, 
ACCA members will require 
a minimum of three years’ 
professional or managerial 
work experience. 
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While online MBAs 
are much cheaper than 
attendance-based courses, 
they can still be too expensive 
for some. In this situation, the 
massive open online course 
(MOOC), a relative newcomer 
to the market, makes a 
master’s a viable proposition. 

Massive take-up
MOOCs are the newest 
big thing in the quest to 
enable higher education for 
all. An enormous amount 
of venture capital money is 
being invested in emerging 
online platforms that enable 
the delivery of increasingly 
sophisticated and interactive 
course content to participants, 
who can number from 
hundreds to tens of thousands. 

‘MOOCs are offered free 
of cost to learners,’ explains 
Kernohan. ‘They are delivered 
at a huge scale: in the early 
days there were 100,000 
students on a single course, 
but generally there are more 
than 1,000 learners. The 
pedagogy is characterised by 
short videos, interspersed with 
multiple-choice quizzes. 

‘Though some attempts 
are made to foster student 
interaction, this is usually 
unstructured and often 
unmonitored. In the majority 
of cases, students are not 
offered academic credit for 
their study on a MOOC.’

These new models are 
putting pressure on business 
schools, whose businesses 

are already being disrupted 
by technology, competition, 
university fees and increasingly 
stringent employer and 
employee needs, according 
to a report by ACCA and 
education consultancy 
CarringtonCrisp called See 
the Future. 

The report shows 
that business schools are 
reconsidering the content 
of their MBA programmes, 
with a growing shift towards a 
multidisciplinary approach to 
meet the demands of students 
and companies. 

It also reports that 
over 90% of respondents 
think that technology will 
promote the growth of new 
business models for business 
education, and that business 
schools will develop flexible 
degrees that allow students to 
mix study and work.

Meanwhile employers say 
they want value for money, 
with quicker, cheaper and 
more substantial impact from 
training and development. 

At the forefront
ACCA has been championing 
MOOCs for some time, 
having originally partnered 
with FutureLearn, a MOOC 
learning platform set up and 
owned by the Open University. 
ACCA’s innovative online 
learning programme, ACCA-X, 
delivered on the edX platform, 
which opens up access to 
the accountancy profession 
for thousands of individuals 

and businesses, 
recently celebrated 
its first anniversary. 

Since launch, 
ACCA-X has seen 
enrolments top 
150,000 for its 
two free courses 
(introductory and 
intermediate 
financial and 
management 
accounting) 
and its three 
paid-for courses 
(Accountant 

in Business, Management 
Accounting and Financial 
Accounting), which all form 
part of ACCA’s Diploma in 
Accounting and Business. 

Sign-up statistics show 
that demand for ACCA-X is 
growing in Asia Pacific and in 
developing economies. The 
programme also appeals to a 
wide range of age groups. The 
average age of the ACCA-X 
learner is 28, while 33% of 
learners are 25 or under, and 
13% are 41 or over. Students 
from almost every country 
and territory in the world have 
enrolled for ACCA-X.

‘ACCA pioneered the 
offer of recognised credit for 
MOOC study and assessment 
in partnership with UK MOOC 
platform FutureLearn,’ says 
Kernohan. ‘The offer of credit 
is usually coupled with a 
charge for the course and 
more rigorous assessment (or, 
indeed, actual assessment), 
leading to smaller numbers 
and a more traditional 
online learning approach – a 
promising development but 
not one with many links to 
the early “educate the world 
for free” rhetoric.’ ACCA says 
its paid courses enjoy higher 
engagement rates than are 
typical for free MOOCs.

There is a steady move 
towards online learning 

‘Physical 
attendance is still 

seen as the gold 
standard, but 

the benefits of 
in-person study 
are notoriously 

hard to quantify’

among most institutions, 
especially for postgraduate 
professional courses, but one 
major concern with MOOCs is 
the poor completion statistics.

Kernohan says: ‘Platforms 
argue that only students who 
complete one course should 
be counted as starting it for 
the purposes of completion 
percentages, or that students 
may meet their individual 
learning goals without 
completing the course.

‘The founder of MOOC 
pioneer Udacity, Sebastian 
Thrun, memorably described 
the MOOC as a “lousy 
product”, which may be 
closer to the truth. Surely if 
learners enjoyed the MOOC 
experience, they would 
complete the courses in 
greater number. No major 
MOOC platform has publicly 
released learner number 
data since 2014, suggesting 
that completion remains low 
and/or enrolment is falling.’

MBA programmes – and 
MOOCs – come in all shapes 
and sizes. Each varies in its 
admission requirements, 
content, programme length, 
costs and other factors. The 
key is to find one that fits your 
needs, lifestyle and budget so 
you can achieve your goals. ■ 

Beth Holmes, journalist

Distance online MBA rankings 2016

1. Warwick Business School (UK) US$36,780 (fees)
2. IE Business School (Spain) US$48,600
3. Alliance Manchester Business School (UK) US$46,000
4. Kelley School of Business, Indiana University (US) 

US$61,200
5. Oxford Brookes University Business School (UK) 

US$26,861
6. The Open University Business School (UK) US$25,100
7. The Naveen Jindal School of Management, University 

of Texas at Dallas (US) US$46,435
8. University of Strathclyde Business School (UK) 

US$22,500
9. Durham University Business School (UK) US$29,800
10. Robert Gordon University (UK) US$21,500

Source: QS TopMBA
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111th ACCA AGM
Minutes of the 111th ACCA AGM held at The Adelphi, London, on Thursday 15 September 
2016. Alexandra Chin, president of ACCA, took the chair and 61 members were present

Notice and auditors’ report
It was agreed that the notice of meeting 
and the auditors’ report on the accounts 
for the period 1 April 2015 to 31 March 
2016 should be taken as read.

Minutes 
The minutes of the annual general 
meeting held on 17 September 2015 and 
published in the November 2015 issue of 
Accounting and Business were taken as 
read and signed as correct.  

Resolution 1
To receive and adopt the report of the 
Council and the accounts for the period 
1 April 2015 to 31 March 2016
Alexandra Chin gave her presidential 
address and asked Helen Brand, chief 
executive, to give a presentation. She 
then invited questions and comments on 
the report and accounts.

The president called for a poll and 
declared the resolution carried, the votes 
being as follows:
For 10,262   Against 245

Resolution 2 
Result of the ballot for the election of 
Council members
The scrutineer’s report and the number 
of votes received by each candidate in 
the ballot for the election of members of 
Council were reported as follows:
1. Michelle Hourican  5,220
2. Matilda Crossman  5,086
3. John Cullen  5,040
4. Mark Millar  4,889
5. Lorraine Holleway  4,857
6. Arthur Lee  4,665
7. Kenneth Henry  4,622
8. Fergus Wong  4,577
9. Rhonda Best  4,516
10. Nasir Ahmad  4,425
11. Dean Lee  4,418
12. Datuk Zaiton Mohd Hassan  4,187
13. Phoebe Hao Yu  4,183
14. Gustaw Duda  4,000
15. Sharon Critchlow  2,656.5
16. James Lee  2,552.5
17. Liz Blackburn  2,178
18. Hidy Chan  1,952

19. Peter Fee  1,876
20. Katerina Sipkova  1,867
21. Diarmuid O’Donovan  1,841
22. Dinusha H Weerawardene  1,810
23. Duncan Smith  1,798
24. Stephen Fitzgerald  1,703
25. Peter Lewis  1,689
26. Andrea Lei Yue  1,684
27. Frankie Ho  1,674
28. Zhong Shan  1,584
29. Fahad Ali  1,489
30. Emmanuel Walter  1,481
31. Amina Javaid  1,422
32. David Adelana  1,384
33. Leo Mucheriwa  1,373
34. Shepherd Chimutanda  1,271
35. Brigitte Nangoyi Muyenga  1,221
36. Thomas Mensah Abobi  1,216
37. Kholeka Mzondeki  1,091
38. Billy Kang  1,070
39. Ibikunle Olatunji  1,033
40. Babajide Ibironke  1,009
41. Yousouf Hansye    969
42. Gabriel Low Chi Heong    948
43. Oscar Osabinyi    930
44. Belete Bobe    884
45. Dato’ Raymond Liew    872
46. Mubashir Dagia    841
47. Chibuzo Okpala    830
48. Syed Farrukh Naz    829
49. Michael Kuttin    803
50. Frank Olatunji Menukuro    756
51. Ronald Serwanja    754
52. Simon Kolenc    704
53. Rene Anita Lemsi Sama Ambe    690

The president therefore declared the 
following members elected or re-elected 
to Council:
Michelle Hourican
Matilda Crossman
John Cullen
Mark Millar
Lorraine Holleway
Arthur Lee
Kenneth Henry
Fergus Wong
Rhonda Best
Nasir Ahmad
Dean Lee
Datuk Zaiton Mohd Hassan
Phoebe Hao Yu

Gustaw Duda
Sharon Critchlow

Resolution 3
Appointment of auditors
The president reported that Council 
recommended that Grant Thornton, 
chartered accountants and registered 
auditors, be reappointed as the 
association’s auditors. She then invited 
questions on Resolution 3.

The president called for a poll and 
declared the resolution carried, the votes 
being cast as follows:
For 9,625  Against 883

Resolution 4
Growth in the number of members 
and quality of new members to be 
balanced. Member quality is the 
foundation for ACCA’s brand value, 
industry positioning and long-term 
development

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,232  Against 8,275

Resolution 5
If the percentage of increase in annual 
subscription is over the lower of 3% 
and prior year’s Consumer Prices Index 
published by the UK Office for National 
Statistics, the increase must be passed 
by an ordinary resolution of members 
in AGM and requires a 51% majority in 
favour for the resolution to be passed, 
and such resolution to be supported by 
a full budget with justification for any 
major increase in costs

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,863 Against 7,643

 
Resolution 6
Knowledge of emerging industries, such 
as mobile internet and fintech, to be 
introduced in the syllabuses of related 
papers in the ACCA Qualification, 
and ACCA to provide resources and 
opportunities to support its members, 
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affiliates and students in emerging 
industries

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,995 Against 8,512

Resolution 7
The collaboration and mutual 
recognition with local statutory 
accountancy bodies to be promoted 
to improve the local position of ACCA 
and its members, and these tasks 
to be considered as one of the key 
performance indicators for the annual 
review and extra bonus of ACCA 
regional representatives and leaders

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,563  Against 7,945

Resolution 8
Couriers that provide reliable and 
economical service and allow members 
to track their incoming letters to be 
used in the delivery of member and 
fellow certificates and other important 
documents. Many ACCA members 
outside the UK experience difficulties in 
receiving such documents from ACCA

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,147 Against 8,360

Resolution 9
The quality oversight committee 
(consisting of eight Council members 
qualified through the examination 
route but not sitting on the market 
oversight committee) to be established 
to ensure the consistency, reliability and 
high quality of the ACCA Qualification 
by evaluating qualification exam 
structure adjustments, exemptions, 
mutual recognition agreements and 
any other programme that leads to 
cancellation or exemption of any paper 
at current professional level, and that 
the execution of qualification exam 
structure adjustments, exemptions, 
mutual recognition agreements and 
any other programme that leads to 
cancellation or exemption of any paper 
at current professional level requires a 
75% vote in favour (ie, six out of eight 
committee members) to approve the 
quality oversight committee.

The president called for a poll and 
declared the resolution not carried, the 

votes being cast as follows:
For 1,993 Against 8,515

Resolution 10
Consultation to members to be 
carried out by the executive team 
when evaluating qualification exam 
structure adjustments, exemptions, 
mutual recognition agreements and 
any other programme that leads to 
the cancellation or exemption of any 
paper at current professional level, 
and written feedback obtained from 
more than 100 members who are 
able to represent the interests of 
ACCA members geographically to 
be the prerequisite to execute any 
qualification exam structure adjustment, 
exemption, mutual recognition 
agreement or programme that leads to 
cancellation or exemption of any paper 
at current professional level

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,739 Against 8,768

Resolution 11
At the earlier of most exercisable date 
and 31 December 2019, at least half 
of members of ACCA executive team 
(ie, the chief executive and executive 
directors) to hold ACCA membership 

and at least one third of members of 
ACCA executive team to be ACCA 
members who have qualified through 
the examination route. Globally, 
most of the influential professional 
organisations are led primarily by their 
own professional members or licence 
holders, such as American Institute 
of CPAs, CFA Institute, ICAEW, CPA 
Canada and Chartered Accountants 
Australia and New Zealand. ACCA 
members to play an indispensable and 
executive role in managing their own 
association

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,793 Against 7,713

Resolution 12
The executive team reward plan not to 
take vision measure (total number of 
members and students) as the primary 
measure of performance, and the plan to 
take account of other important factors, 
such as quality of the association’s 
growth, member-leaving ratio and 
member satisfaction survey, to be 
conducted by independent third parties

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,576  Against 7,931 »
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Resolution 13 
ACCA governance to be introduced to 
members in various ways through their 
lifecycle within the association; ACCA to 
invite interested members to participate 
in its governance activities; and detailed 
introduction of ACCA governance 
to be integrated into the syllabus of 
paper P1 and/or other relevant papers, 
Professional Ethics Module, new member 
welcome package, AB magazine and 
periodical regional activities

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,893 Against 8,614

Resolution 14
Awareness of the AGM among members 
and participation in it to be promoted 
by the Council and the executive team, 
and the procedures and results of AGM 
voting to be disclosed to members 
transparently and accurately by various 
ways, such as email, official website and 
independent voting website. By 27 May 
2016, when we submitted the special 
resolutions to 2016 AGM, the voting 
results of 2015 AGM resolutions had not 
been disclosed 

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,413 Against 8,094

Resolution 15
Council, the executive team and ACCA 
staff to comply with the principles of 

fair vote during the AGM, and not to 
utilise the association’s public resources 
(including but not limited to official 
website, voting webpage, ballot tickers 
and member contacts) to unilaterally 
induce members to vote for or against 
any resolution during AGM. ACCA 
members are outstanding professionals 
of the highest quality and they are able 
to make their own decisions 

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,284 Against 8,223

Resolution 16
Communication among Council 
members, regional ACCA staff and 
members not to be promoted and 
motivated, contact information (eg, 
email under privacy protection) of 
Council members and candidates for 
Council election to be disclosed on 
the official website for inquiries from 
members, and Council members to 
serve as bridges between members and 
the executive team to address members’ 
significant concerns and issues

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,101 Against 8,406

Resolution 17
A petition mechanism to be established 
and operated on the official website, 
any member to have the right to 
initiate such petition and to invite 

other members to support, any petition 
that has support from more than 100 
members to be brought to the Council 
for discussion, and any further progress 
to be disclosed to all members on the 
official website and in AB magazine

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,153 Against 8,354

Resolution 18
A strategy committee to be established 
to determine the direction and strategy 
of ACCA and to guide the executive 
team to drive the association forward; 
the strategy committee to consist 
of Council members with expertise 
in professional organisations and 
strategic planning backgrounds; outside 
strategists and senior consultants to be 
employed when needed

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,926 Against 8,581

The president thanked members for their 
attendance and welcomed the level of 
support for Council’s position regarding 
the special business resolutions. She 
committed that Council would review the 
governance arrangements surrounding 
the AGM, including reviewing whether 
the current process for tabling special 
business resolutions is fit for purpose for a 
modern membership body. The president 
declared the meeting closed at 2.45pm. ■

Council held its annual meeting on 15 September. Before the 
meeting, ACCA’s 111th annual general meeting took place at 
The Adelphi, London (see above).

At the annual Council meeting, Council elected ACCA’s 
officers for the coming year. ACCA’s new president is Brian 
McEnery; he will be supported by Leo Lee (deputy president) 
and Robert Stenhouse (vice president). 

Council also welcomed six new members, whose election 
was declared at the AGM: Rhonda Best (UK), Sharon Critchlow 
(UK), Phoebe Hao Yu (China), Datuk Zaiton Mohd Hassan 
(Malaysia), Michelle Hourican (Ireland) and Arthur Lee (Hong 
Kong). The Council also welcomed back Gustaw Duda who was 
re-elected to Council after losing his seat in the 2015 elections. 

Council took a number of other decisions at its annual 
meeting:

* It approved Council’s standing orders for 2016–17, in 
accordance with the bye-laws

* It agreed to appoint a number of lay members to serve on 
ACCA’s public oversight boards

* It elected three Council members to serve on the 
nominating committee in 2016–17 along with the officers

* It agreed a Council work plan and a set of objectives for the 
Council year 2016–17.

The next meeting of Council will take place on 26 November, 
immediately after the 2016 meeting of the international 
assembly. ■

Council highlights
At its annual meeting, ACCA’s Council elected new officers, welcomed new Council 
members and set objectives for the year ahead
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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

Value pricing
15 November, Sheffi eld, free
Businesses have to embrace 
cloud accounting because it 
is here to stay, and they have 
to look at new ways of pricing 
otherwise profi ts will be in 
danger of signifi cant erosion. 
This step-by-step guide looks 
at how to present the price 
for your accounting solutions, 
including creating a range of 
options, making what you do 
more valuable, and using price 
points and creative payment 
terms to help you sell your 
most expensive offerings. 

Wales

National conference 
and dinner
1 December, Hensol Castle, 
Cardiff
Cabinet secretary for 
economy and infrastructure 
Ken Skates is the keynote 
speaker at this national 
conference. Sessions 
include: the impact of Brexit 
on the Welsh economy; 
future-proofi ng your skills 
with a winning mindset; 
embracing change for 
profi t growth in practice 
and business; the journey 
of a management buyout; 
property tax; and mind 
mapping and leadership.

In the evening the guest 
speakers will be FA Wales 
manager Chris Coleman and 
head of public affairs Ian Gwyn 
Hughes. They will be talking 
about how Wales’ phenomenal 
Euro 2016 performance felt 
fi rst-hand, what happens now 
for the team and the positive 
impact its success has had on 
Wales as a nation.

Free webinars 

Pick from one of three free, 
one-hour webinars this month. 
Each is worth one CPD unit. 
Register in advance and watch 
live, or watch on demand at a 
time that suits you.

Monitoring visits
8 November, 10.00-11.00
ACCA is required to undertake 
a comprehensive programme 
of monitoring visits to fi rms. 
This work is undertaken 
by ACCA’s monitoring 
department and is designed 
to examine compliance with 
auditing standards, ACCA’s 
global practising regulations 
and the code of ethics and 
conduct. Last year ACCA 
carried out monitoring visits 
to over 500 fi rms in the UK 
holding audit registration. 
This webinar looks at the 
top 10 issues emerging from 
these visits.

Building a better practice
15 November, 10.00-11.00
Many practices fail to take 
control of their business and 
allow their clients and staff 
to dictate the direction that 
the business will take. In 
this webinar, consultant Val 
Steward will discuss what it 
means to be captain of your 
ship and plan where you want 
to be in the future. She will 
also discuss the key factors 
in managing your practice 
– lock-up, billing, debt 
collection, cost management 
and staff management.

The path to partnership
30 November, 12.30-13.30
Everyone needs a plan, both 
for themselves and for their 
businesses. For the lucky 

few, success lands in their 
lap; but the rest of us are 
more likely to succeed if we 
plan long-term for the career 
path we want. Tara Aldwin, a 
director at Foxley King, will 

explore all the practicalities – 
planning, objectives, fi nances, 
operations and timescales 
– that need to be thought 
through when plotting a 
career path.■

Inspiring women into leadership
29 November, London
ACCA will be celebrating the role of women in business 
with a special panel debate, where attendees will have the 
opportunity to listen to prominent female leaders sharing 
insights on the path to the top. The panel of speakers are: 
* Helen Brand, ACCA chief executive
* Alexandra Chin FCCA, former ACCA president 
* Anjila Thomas, managing director, Client Coverage UK 

at ING Bank NV
* Sharon Barker FCCA, director of finance at Warner Bros 

Television Production (pictured). 
The panel and audience will debate what barriers stand 
in the way of the next generation of female leaders and 
how we can work to break them down. The evening will 
conclude with a drinks reception and networking.  

For more information:

Find details of these events at members.accaglobal.com 
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A warm welcome
Innovations to the ACCA Qualification were announced in 
October at a series of events held around the world 

ACCA’s announcement that it 
is making major innovations 
to its Master’s level 
qualification was warmly 
received in October as the 
message was delivered at a 
number of member events.

From Singapore to 
Shanghai, Lagos to Lahore, 
Kuala Lumpur to Karachi, 
Johannesburg to London, 
ACCA members, local learning 
providers, regulators and 
in some cases government 
ministers attended conferences, 
training sessions and social 
events to find out more about 
the changes taking place to 
ensure the qualification is fit to 
meet the strategic challenges 
of the 21st century.

Members of ACCA’s 
Council and leadership team, 
among others, met with 
hundreds of stakeholders 
on this world tour and were 

Inside ACCA
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delighted by the response to 
the announcement.

As explored in AB’s 
October edition, the new 
ground-breaking design 
of the qualification draws 
on an extensive, two-year 
review and consultation with 
members, employers and 
learning providers. ‘We’ve not 
only listened to what current 
professionals and employers 
think are essential skills in the 
here and now,’ said ACCA 
chief executive Helen Brand, 
‘but we’ve also carefully 
considered what will be vital 
attributes in the professional 
accountants of the future, to 
2020 and beyond.

‘The ACCA Qualification 

is the only professional 
accountancy qualification 
that combines local relevance 
with international best 
practice. This means that our 
members are able to work 
at the highest level in any 
industry in any sector. In a 
globalised world this unique 
feature offers a real edge and 
benefit to employers.’ ■ 

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

Influence and 
representation
Members play key 
roles in representing 
and developing the 
profession, backed by 
cutting-edge research.

Knowledge and 
connections
Keep up to date with 
our publications and 
social media feeds. Our 
events let you network 
with a large peer group.

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our careers portal gives 
guidance and lists job 
vacancies worldwide.

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

Go to accaglobal.com/
memberbenefits

▲ Looking to the future
Former ACCA president Mark 
Gold, current president Brian 
McEnery, FD of The Crown 
Estate John Lelliott, Silver 
Levene partner Joe Osunsanmi 
and ACCA chief executive 
Helen Brand at the UK launch 
of the enhanced qualification

For more information:

Find out about the updates to the ACCA Qualification at
accaglobal.com/thefuture
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