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Welcome

Welcome
Dizzy new world
If a week is a long time
in politics, these past few
weeks have seemed like
an aeon. The UK votes to
leave the EU after 43 years
of a slightly resentful marriage, the prime minister resigns
red-faced, a new prime minister takes office (only the second
female PM in British history), the Labour opposition and
other political parties follow the Tories in holding leadership
elections, and the capital markets wobble with giddiness
from the velocity of change.
Don’t panic, says ACCA, in our article ‘A steady course’
(page 16): we have plenty of time to prepare. After all, even
the invocation of Article 50, the starting gun for EU divorce
proceedings, is unlikely to happen this year. We take a measured
look at the impact of Brexit and outline practical steps that
businesses and their advisers can take to smooth the journey.
As one door closes, another opens: in July, ACCA announced
an alliance with Chartered Accountants Australia and New
Zealand (CA ANZ). The move brings together 308,000 members
and 480,000 students across 181 countries with the intention of

Also from ACCA
AB Direct
Sign up for our weekly news and
technical bulletins at
accaglobal.com/ab

creating a stronger voice in shaping the future of the profession
and delivering further value to members of both bodies. We
cover the announcement in our news roundup section on
page 9 and have an interview with the ACCA and CA ANZ
chief executives on page 80.
We also herald the publication later this year of the next
King report on corporate governance in an interview with the
author and driving force behind radical changes in governance
globally. Among Mervyn E King’s revelations are Nelson Mandela’s
passion for the project when it first took off in the early 1990s.
See page 20.
Thanks to everyone who completed the AB readers’ survey –
your feedback is really valuable to us. We will be making some
changes to the magazine over the coming months to reflect
your views. In the meantime, we are always keen to receive your
comments, so do send them in to the email address below.
Jo Malvern, editor, joanna.malvern@accaglobal.com
* Please note that the October issue of Accounting and Business
will be out 10 days later than usual
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News | Pictures

▼ Welsh rare bits

The Welsh FA spent
£6.4m to help Wales
ahead of their Euro 2016
match against France.
Wales hasn’t reached a
major finals since 1958

▲ Heirs to
the Thrones
Peter Dinklage (Tyrion),
is among the actors who
will receive $500,000
per episode in the next
season of HBO’s smash
hit Game of Thrones

▲ Star attraction

Berthed in Edinburgh’s
Port of Leith, the retired
Royal Yacht Britannia is
Scotland’s ‘Best Visitor
Attraction’, celebrating
five-million visitors since
opening in 1998

▲ Red card

Argentina and Barcelona
footballer Lionel Messi
received a 21-month
prison sentence from
a Spanish court for tax
fraud, though he is
unlikely to serve time
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▼ Monster hit

Smartphone app game
Pokemon Go has taken
the world by storm.
Shares in Nintendo have
increased more than
50% since the game’s
release in July

▼ May I?

Tasked with unravelling
43 years of legal and
trade relations with the
EU, Theresa May, who
stepped into the role
of prime minister on 13
July, faces a tough brief

▼ Treasure trove

The Crown Estate, which
owns London’s Regent
Street, saw a 9.7% rise
in the value of its
portfolio in 2015-16,
delivering a £304m
Treasury payout
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News roundup

This edition’s stories and infographics from across the globe, as well as a look at the
latest developments and issues affecting the finance profession
Veto on executive pay

Directors discarded

PwC in favour of CT cut

Shareholders will be given a
binding vote on executive pay,
under proposals announced
by new prime minister Theresa
May. At present, shareholder
votes at AGMs are advisory,
with legally binding votes on
future pay policy held once
every three years. May also
plans to introduce employee
non-executives onto boards
of large corporates, based on
the codetermination policy
used in Germany. She has
called on boards to broaden
their social base and extend
diversity. The policy ideas
were announced as part of
her election campaign.

Board members are the
employees most at risk
of losing their jobs after a
merger, according to analysis
by executive search agency
DHR International. Some 43%
of board-level positions are
dropped within two years of a
merger, it found, with the roles
of chief financial officer and
chief technology officer most
likely to go. ‘Our research
confirms that mergers and
acquisitions are a ruthless
process, and demonstrates
how high the loss of talent can
be,’ says Simon Mansfield,
managing partner of DHR’s
London office.

PwC has supported the call
from former chancellor of the
exchequer George Osborne
to cut the UK’s corporation
tax rate to attract foreign
direct investment following
the Brexit vote. While still
chancellor, Osborne had said
that the UK should bring its
corporation tax rate down
to ‘less than 15%’. PwC’s
head of tax, Kevin Nicholson,
responded: ‘I hope the signal
to cut corporation tax is
the start of a much broader
package of measures, not
just to attract foreign firms,
but to help rebalance the
economy more broadly.

Digital technologies ‘critical’ to changing role of the CFO
The role of the CFO is continuously changing, with digital innovation, the proliferation of
data, volatile risks, new regulations and demanding stakeholders driving the transformation,
according to EY’s The DNA of the CFO. Based on a global survey of 769 finance leaders, EY’s
report says that 56% of UK and Ireland CFOs feel that they need to build their understanding
of digital technologies and analytics. In addition, 61% of UK and Ireland respondents said
the delivery of analytics will be one of the most critical components for tomorrow’s CFOs.
The majority (60%) of UK and Ireland CFOs said their finance function doesn’t have the right
mix of capabilities to meet future strategic priorities. See the survey at bit.ly/EY-DNA

56%

61%

58%

Need to build digital
knowledge

53%

Data analytics a most
critical future skill

Global CFOs

UK & Ireland CFOs

60%
47%

Finance function has
insufficient capabilities

For Brexit undoubtedly
provides the impetus and
opportunity to take a fresh
look at the tax system.’

BEPS gains backers
Another 36 jurisdictions have
agreed to support the OECD’s
base erosion and profit sharing
(BEPS) initiative, following a
two-day meeting in Japan at
which more than 80 countries
were represented. The new
backers include Hong Kong,
Singapore, the Isle of Man
and Malta. Some 82 countries
and jurisdictions have now
declared their support
for BEPS, with another 21
expected to step into line in
the near future.

IASB to tighten focus
The International Accounting
Standards Board (IASB)
is to cut its board size
and focus more on
communications and support
for the implementation
of International Financial
Reporting Standards (IFRS).
Chairman Hans Hoogervorst
said that much of the board’s
work was near completion.
More than 100 countries
have adopted IFRS; China,
India and Indonesia are close
to doing so; and as much
progress as possible has
been achieved with the US.
‘The major projects of financial
instruments, lease accounting
and revenue recognition have
been finalised, while the new
insurance contracts standard
is being completed,’ added
Hoogervorst.

Big Four Brexit role
The Big Four are being
asked to provide help with
the government’s trade
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negotiations following
the Brexit vote. Central
government has few
experienced trade negotiators;
during the 43 years of the UK’s
EU membership trade deals
were collectively negotiated.
Cabinet secretary Jeremy
Heywood reportedly met with
EY, KPMG and McKinsey to ask
for assistance with the Brexit
negotiations. Anthony Walters,
head of European policy at
ACCA, commented: ‘It’s now
clear that, alongside lawyers,
accountants are going to have
a major role in shaping and
responding to what comes
next.’ (See also page 16.)

▼ Chief executives unite
Helen Brand greets Lee White
at ACCA’s office in the Adelphi

Brexit cost to firms
Accountancy firms are likely
to lose between 3% and 5% of
their turnover in the next five
years, according to a postBrexit report by IRN Research,
The Accountancy and Allied
Services Market. The actual
impact on firms will depend
on the trade deals the UK
negotiates with partner
countries, the report adds.
IRN Research analysis suggests
that an EEA (European
Economic Area) arrangement
could cut firms’ turnover
by 3%, but a deal based on
World Trade Organization
rules might cost them 5%
of income by 2021.

Brexit warnings
Investment and consumption
are likely to fall as a result
of Brexit, EY warns in its
latest ITEM Club economic
forecast. But in the short term
manufacturers will benefit
from the fall in the value of
sterling, it adds. While the
second half of 2016 is likely to
be difficult, the signs are that
manufacturing, services and
construction had a positive
Q2. The negative outlook was
echoed in the latest Deloitte
CFO survey, which found
soaring uncertainty, with falls
in optimism, risk appetite and
revenue expectations. CFOs
quickly turned to defensive

ACCA and CA ANZ forge alliance
ACCA and Chartered Accountants Australia
and New Zealand (CA ANZ) have entered
into a strategic alliance that aims to add
value for members both locally and across
the world. It brings together the resources of
the largest global professional accountancy
body with one of the world’s pre-eminent
chartered accounting bodies, enabling both
organisations to strengthen their reach,
relevance and resources for members.
By sharing expertise across geographies
and sectors, the alliance aims to provide a
stronger voice on behalf of current and future
members. Eligible ACCA members will be

strategies after the Brexit vote,
the survey found, with cuts to
hiring and investment.

Women on boards
The momentum to increase
the number of women on the
boards of FTSE 100 companies
has stalled, according to
the government’s latest
Women on Boards report.
Appointments of women in
the last half year have been at
their lowest for five years, says
the report. In the six months
ending March 2016, 24.7%
of positions went to women,

able to become members of CA ANZ, while
eligible CA ANZ members will be able to
become members of ACCA.
ACCA president Alexandra Chin said: ‘We
believe this alliance will increase the value
we provide to members and strengthen our
ability to achieve our shared goals.’
For more details, see the president’s
column on page 28, and an interview
with chief executives Helen Brand (ACCA)
and Lee White (CA ANZ) on page 80. A
video featuring the chief executives and
more information can be found at
accaglobal.com/alliance.

compared to the target of
25% set in Lord Davies’ report
on boardroom diversity and
the 26.1% of positions held
at FTSE 100 companies as at
October last year.

Uberisation tax squeeze
The so-called ‘Uberisation’
revolution will squeeze tax
revenues, according to Angela
Knight, chair of the Office of
Tax Simplification. ‘Companies
that used to pay corporation
tax and employers’ national
insurance contributions and
also act as the tax collector

for their employees are now
being replaced,’ she said.
With more people working
as self-employed and fewer
as employees, so the state
will collect much less in
employer national insurance
contributions, she warned. The
OTS is now looking for a new
director, following the decision
of John Whiting to step down
after more than six years.

SMEs need financial skills
A financial literacy skills gap is
holding back entrepreneurs
starting new businesses,

»
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according to ACCA’s handbook
Financial management and
business success – a guide
for entrepreneurs. The guide
stresses the importance of
business planning at every
stage of business life, helping
entrepreneurs to assess and
identify opportunities directly
and to avoid mistakes by
applying correct financial
knowledge. Rosana Mirkovic,
ACCA’s head of SME policy,
said: ‘Having the right
financial capabilities remains
vital throughout the life of a
business, whether you are just
starting out, have an established
business or are looking towards
a final exit from a firm.’

Audit confidence up
Confidence in audit has grown,
but market competition
needs to be enhanced and
more done to improve good
practice in the profession,
says the FRC. According to its
report Developments in Audit
2015/16: An Overview, there

is a justified improvement in
confidence in the quality of
audits as a result of changes to
independence requirements
and the promotion of quality
as a driver for competition
in the audit market. Large
firms are improving the
effectiveness and efficiency
of audit ‘through the
transformative use of
technology’, says the FRC.
However, this raises further
concerns about smaller firms’
ability to compete.

M&S confesses
Marks & Spencer has admitted
making a reporting error in
its Q1 trading statement. A
spokesman for the company
said ‘a clerical error occurred’,
which was corrected the same
day. ‘There were two numbers
incorrectly stated in the
original statement,’ he said.
‘Group sales on a reported
(originally reported as +1.3%
and corrected to -0.4%)
and constant currency basis

(originally reported as +0.2%
and corrected to -0.9%). All
other numbers were correct.’

Firm numbers drop
The number of accountancy
firms is falling rapidly,
according to the 14th edition
of the FRC’s report, Key Facts
and Trends in the Accountancy
Profession. In 2015, there
was a reduction of 304 firms
or 4.6%. The Big Four grew
income across all categories
of business, in contrast to
smaller firms. Audit fees
remained a steady proportion
of all fees. The survey also
found that an increasing
proportion of listed companies
outside the FTSE 350 are
being audited by the Big Four.

HBOS audit probe
The FRC is investigating
KPMG’s audit of HBOS for
2007, examining in particular
the going concern assumption.
KPMG responded: ‘It has now
been eight years since the

Marketplace
financial crisis. The FRC, PRA
and FCA have already looked
at the events that led to the
failure of HBOS in exhaustive
detail and we have cooperated
fully with all inquiries and
investigations. We will
continue to do this, but trust
and ask that the investigation
be completed as quickly
as possible. Throughout, it
has been our position that
our audits of HBOS were
performed to the appropriate
prevailing standards. We are
confident that our work will
stand up to objective scrutiny.’

BHS audit probe
The FRC has launched an
investigation into PwC’s audit
of BHS for the year ended
August 2014. The decision
to investigate was welcomed
by MPs Frank Field and Iain
Wright, chairs of the House of
Commons work and pensions
and business, innovation and
skills committees – which are
conducting joint hearings
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on the collapse of BHS. In
a joint letter they urged the
investigation to consider
whether going concern
judgments in previous years
were appropriate and to look
at the PwC audits of related
companies. A spokeswoman
for PwC said: ‘We will
cooperate fully with the FRC.’

Serco audits probe
The FRC has begun
investigating Deloitte’s
audits of Serco for 2011 and
2012. ‘This decision follows
information received from the
Serious Fraud Office, which is
conducting an investigation
into Serco’s electronic
monitoring contracts in
respect of England and Wales,’
said the FRC. A spokeswoman
for Deloitte said: ‘Deloitte is
committed to upholding the
highest professional standards.
We take this investigation
seriously and will cooperate
fully with the Financial
Reporting Council.’ Serco
declined to comment.

KPMG sued
KPMG, RBS and Cerberus
Capital are being sued by
Neil Mitchell, the former chief
executive of Torex Retail,
a software company that
collapsed in 2007. Mitchell
is claiming that the three
defendants conspired to
sell his company’s assets at
below enterprise value. A
spokeswoman for KPMG
said: ‘We strongly refute
the allegation that KPMG
or its members have acted
improperly; there is no
substance to the claims that
have been made. The courts
have previously dismissed
similar allegations and we
have applied to have the
current proceedings struck
out.’ Cerberus and RBS
declined to comment.

Fifa auditor resigns
KPMG has resigned as auditor
of Fifa, reportedly because
it lacked confidence that

Fifa would implement an
agreed reform programme.
Fifa said it welcomed the
change in auditor ‘as it
gives the organisation the
opportunity to work with
a new audit firm, which
will be appointed soon’. It
added: ‘In light of the serious
allegations involving financial
transactions outlined by the
Swiss and US authorities, it
is essential that the financial
function at Fifa be externally
reviewed and thoroughly
reformed. The appointment
of a new auditor, coupled
with the appointments of
a new chief financial officer
and a new chief compliance
officer, are essential steps
in this process.’ KPMG
Switzerland confirmed its
resignation, but said that
as it has ‘ongoing fiduciary
duties to Fifa’ it was unable to
comment further.

PwC and EY sign up
PwC and EY have signed the
Women in Finance Charter
issued by HM Treasury,
which aims to improve the
gender balance in financial
organisations. PwC’s senior
partner Kevin Ellis said: ‘We are
committed to equality in the
workplace and see diversity
as a business imperative – it
leads to better business
decisions and creates an
environment where everyone
can reach their full potential.’
EY appoints more women to
senior positions than other Big
Four firms: the first Managing
Partners’ Forum ‘Women in
leadership’ table shows 34% of
senior positions at EY are held
by women, compared to 32%
at KPMG, 31.7% at PwC and
31.6% at Deloitte.

New partners
EY has appointed 62 partners
in the UK, as part of 714 new
appointments globally. Of
the UK appointments, 33
are internal promotions and
29 are direct-entry partners
from competitor firms and

industry. PwC has appointed
61 new UK partners, with
more women, flexible workers
and people based in the
regions moving into senior
positions. Some 28% of the
new partners are female, as
are 40% of the new directors,
while 45% of new partners are
based outside of London.

Begbies Traynor results
Begbies Traynor increased
revenues by 10% in the
year ending April 2016 and
reported a profit of £600,000
for the year, compared to
a loss of £700,000 in the
preceding 12 months.
The company’s net debt
fell from £12.8m to £10.4m.
The improved figures
were achieved despite
a 9% fall in insolvency
appointments: operating
margins in the insolvency
practice were maintained
through tight cost control.

The company’s performance
benefited from the
acquisition of property services
business Eddisons and the
Taylors valuations practice.

New CCAB chair
Hilary Lindsay has taken
over as chairman of the
Consultative Committee of
Accountancy Bodies (CCAB),
which includes ACCA. The
combined membership
of CCAB member bodies
is more than 380,000
professional accountants
working globally. Lindsay
is president of ICAEW and
succeeds Tony Nicholl, who is
the immediate past president
of Chartered Accountants
Ireland. The focus of Lindsay’s
year in office will be flexible
working and wellbeing in the
workplace, she says. ■
Compiled by Paul Gosling,
journalist

NHS accused of manipulation
NHS provider bodies artificially reduced their deficits
by using ‘numerous one-off accounting measures’,
according to analysis undertaken by the Health Service
Journal. The respected sector magazine claimed
accounting manipulation helped boost the reported
performance of the NHS provider sector by around
£900m in 2015.
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‘This is no time
for settling
scores. We need
politicians from
all sides to agree
that keeping the
economy on track
is the top priority’
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Women’s champion

Lady Barbara Judge, chairman of the UK’s Institute of Directors and an assiduous
advocate for women in the workplace, discusses what the future holds for a post-Brexit UK

L

ady Barbara Judge, the British-American lawyer and
first woman chairman of the Institute of Directors
(IoD), likes to set the agenda. Top of her list for this
interview is women – unsurprising, given her role at the UK’s
body for professional leaders and her involvement with the
Women’s Executive Network, which provides development
and networking opportunities for women. (One of her fellow
advisory board members is ACCA chief executive Helen Brand.)
‘More women are being educated than men,’ she says,
‘but they still haven’t taken their rightful place in the councils
of power.’ However, women are slowly getting a better deal.
‘Women in their 40s and 50s have suffered when there wasn’t
equal pay for equal work.’ But with the advent of home working,
the rise of non-traditional offices and the profile of the pay gap,
women, says Lady Judge, ‘are doing really well. But it’s all new.’
And problems remain for working women with families, she
points out, especially the escalating cost of childcare; pressure
from society (including from other new mothers) for women to
stay at home; and the need for a supportive partner.
The battle to have more women in senior roles is being won,
at least in terms of non-executive positions. But Lady Judge is
not satisfied. New research from the IoD gives an assessment
of female representation on the boards of Europe’s largest
companies. Conducted by European Women on Boards, the
report, which examined the boards of 600 large European
companies between 2011 and 2015, found that the UK had
slipped from sixth to eighth of 12 leading economies, with 23%
of board positions being held by women.
Only around 3% of the chief executives of Europe’s 600
largest companies are women, a figure that has barely moved
since 2011. In the UK women are CEOs at 4.8% of the companies
studied. If women are to secure senior executive roles, then they
must have run profit and loss on the way up. ‘Women are given
HR, strategy roles,’ Lady Judge says. ‘Staff positions aren’t the
road to the CEO office. My advice to women is take maths. You’ll
earn a third more than women who don’t.’ She also recommends
women gaining professional qualifications in accountancy, law
or medicine because it gives them credentials, proving where
necessary that they know more than men.
Despite the hurdles, Judge is convinced that this is a
magic moment for women. ‘At this time, women should walk
into big companies and say “I am here; fast-track me and give
me hard, challenging assignments”.’ Women should demand
to be put in charge of profit and loss because they should
be in positions where they create revenue rather than spend
money, she says.

2015

Chairman, Institute of Directors

2010

Chairman, Pension Protection Fund

2004

CV

Chairman, United Kingdom Atomic Energy Authority

1999

Founded Private Equity Investor

1993

First female executive director, News International

1983

First female executive director, Samuel Montagu (HK)

1980

Youngest ever commissioner, US Securities and Exchange
Commission

Flying the flag
Judge brings conviction, clarity and passion to all her roles – no
more so than when they encompass a global angle. She enthuses
about her role as a UK business ambassador, flying the flag for
British trade and commerce as she travels across the world. ‘It is a
great idea and an honour that you can represent your country as
you travel and explain the benefit of trade with the UK,’ she says.
She will have a lot more explaining to do on behalf of the UK
following the country’s decision to leave the EU in June. ‘There’s
no point in denying that the result has created uncertainty for
business,’ she says. ‘But I am an optimist. I have worked in many
different parts of the world, and British businesses are among the
toughest and most inventive I have seen. They have no choice but
to respond to this new situation and make it work for them.’
And while she looks to business to respond positively, she
has advice for the UK’s political class. ‘We don’t know exactly
what trading arrangement the UK will finally negotiate with
the EU, but we know the deal will take a while to be done,’
she says. ‘While we’re waiting, the government’s watchword
must be stability. This is no time for settling scores; we need
politicians from all sides to agree that keeping the economy on
track is the top priority.’

»
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Protecting pension funds
Lady Judge declined to comment on the BHS pension
fund, but on the underlying importance of the Pension
Protection Fund (PPF), from which she stepped down as
chairman in July, she noted: ‘It has taken me six years to
get anyone to hear of the PPF and now I am on the point
of leaving everyone knows about it.’
Judge leaves the distinct impression that she’ll be
following BHS developments with particular interest. She
denies the idea that the PPF will sink under the weight of
pension liabilities dumped on it: ‘We are the lifeboat and
we are sailing straight ahead. It is definitely sustainable.
We have been collecting the levy and we have a very good
organisation, which is totally fit for purpose. Maybe we
couldn’t weather a storm every day, but we will be able to
deal with these issues.’ She says she believes strongly in
the role of the PPF. ‘Those who have worked hard all their
lives have a right to feel secure in retirement.’

Learn from mistakes
Perhaps because of her undoubted success she is happy to
admit she’s made plenty of mistakes. In a speech at the Lauder
Institute, Wharton, University of Pennsylvania, at the height of the
global financial crisis, she outlined 10 mistakes she had made. ‘I
had plenty to choose from. Sometimes it’s bad luck; sometimes
it’s a dumb decision. And nobody talks about it. But my theory
is you have to.’ She adds that you should have your own private
board of directors to listen to before you make a decision.
One mistake Judge highlights was turning down repeated
offers to become chairman of biotech company Biocompatibles.
A decade on, she regrets the decision because she would have
learned about the biotech sector, which is now so important. ‘I
asked no one,’ she recalls. ‘I was very busy and I thought this isn’t
my field.
Her decision rankles now because it would have helped her in
learning about dementia and Alzheimer’s: since her own mother

was diagnosed with the disease she has become involved in
organising a big charity event taking place this month. ‘I don’t
know enough about medical science and clinical trials,’ she says.
A 2015 report estimated that worldwide, 46 million people have
dementia and an estimated 131.5 million will be living with it by
2050. Her mother, who worked until she was 88, is Judge’s key
mentor, supporting her through the tough times and encouraging
her desire to succeed.
‘I am just constantly looking for something else to do’, she
says of her career (see also box), which has had a fair share
of twists and turns, including losing Private Equity Investor, a
London-listed fund of private equity funds, to a hostile takeover
largely because a clause protecting the company from such an
event had dropped out in the drafting of the memos and articles.
After that battle, Judge said she decided to get a government
job. ‘At least they won’t sell my business,’ was her thought
at the time. The result is a long association with the nuclear
industry, joining the United Kingdom Atomic Energy Authority
first of all, to run the audit committee. ‘The more I learned
about the industry, the more it made sense to me,’ she says.
Nuclear is the answer to the three big energy questions: security,
‘independence and climate change.’
That evaluation of evidence and independence of thought
around nuclear are clearly attributes Lady Judge brings to every
role, including chairing the IoD. She says she wants to throw
its doors open, making it friendly and relaxed to women and
younger entrepreneurs. And she is determined to put all her
experience to good use. ■
Peter Williams, accountant and journalist
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A steady course
While the government works on finding a
‘British solution’ to EU negotiations post-Brexit,
finance professionals can pilot companies through
the choppy waters

A

s Theresa May became UK prime minister on
13 July, she admitted she faces the toughest of briefs.
Unravelling 43 years of close legal and trade relations
with the UK’s European Union neighbours will be complex.
As her government begins work on finding a ‘British solution’
to a trade deal with the EU, businesses and their advisers are
beginning to assess the potential impact of Brexit.
Finance professionals, among the best placed to manage
the effects on their clients or on their business, can now play
a significant role in helping companies through the short-term
uncertainty. ‘As with any period of change and uncertainty,
professional accountants will play a critical and strategic role in
bringing much-needed stability to business and society,’ said
ACCA chief executive Helen Brand.
The Big Four are all over it. Karen Briggs, KPMG’s newly
created head of Brexit, says clients are now looking to the longer
term opportunities – ‘whether these are bolstering trading
relationships with China or out-manoeuvring competitors. We
are also observing predatory intentions from other European
nations that are considering what competitive advantage a Brexit
might mean for them.’

Deloitte, EY and PwC also have dedicated Brexit teams.
EY, which set up its Brexit unit last year and is now 60 partners
strong, says it is helping in particular with ‘business strategy,
supply chain, funding, tax position, regulation, growth
opportunities and talent pipeline.’
PwC’s Brexit group is doing similarly. Chairman Kevin Ellis
adds to this list of services: ‘We are already seeing increased
appetite for strategy advice as well as for support around
treasury management, immigration advice and pensions.’

Taking it step by step
The critical issues that businesses and their advisers will need to
consider, according to ACCA’s head of technical advisory Glenn
Collins, can be broken down into three key areas: talent, supply
chain and access to finance. ‘Taking a step back and breaking
down the issues into manageable parts is the first step in your
methodical approach to impact assessment and subsequent
business planning, he says. ‘You do not have to be an expert an
expert in all the areas, but you need to understand what areas
are critical to the business.
‘In terms of talent, for example, business should look at
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‘Make sure that
you are there
for your clients.
It’s not just
about tax; it’s
about business
management’

the the nationalities of their staff. Which employees might
leave because of policy changes? Which might be poached by
competitors that are also faced with departing staff? Which of
those staff are critical to the business and might warrant special
attention - your direct involvement in their retention?’
As regards supply chain, Collins suggests looking at the
potential impact of Brexit on imports, for example. ‘While we
don’t know yet about future duties and tariffs, what is the impact
now on movement of goods within supply chains? Should you
consider keeping higher levels of stock during any period of
uncertainty? What impact might that have on your margins, and
how might you finance that increased inventory?’
In terms of taxation issues, these are likely to be significant
although still very uncertain. A lot rests on decisions of tax policy
that the government will have to take - for example, in response
to the base erosion and profit shifting (BEPS) issue. As Chas RoyChowdhury, ACCA’s head of taxation says: ‘With the EU goldplating the BEPS model released last year by the Organisation
for Economic Cooperation and Development (OECD), the UK
will have to decide if it will follow the OECD or EU blueprint.
While ACCA has backed the OECD model, if the UK adopts

these rules, it will face some significant compliance issues, given
that multinational companies generally operate across the EU,
including the UK.’
In other tax-related challenges, VAT, duty and tariff compliance
is likely to be significant. There is an expectation that companies
will have to register for VAT in every EU country they trade in.
However, with the mandated UK exit deadline being two
years after the government decides to give notice of withdrawal
under Article 50 of the Treaty on European Union, companies
should be able to plan for relatively proactively.
Roy-Chowdhury urges advisers to help businesses through
this period of turmoil and uncertainty. ‘Make sure that you
are there for your clients,’ he says. However, he adds that
accountants shouldn’t overstretch themselves: ‘Don’t go beyond
your own competence,’ he warns.
In response, ACCA is developing a business guide
exploring number of Brexit issues, including fact sheets on risk
optimisation, employment law and access to finance. Anthony
Walters, ACCA’s policy manager for Western Europe, says the
guidance will ‘evolve over the coming months and years in the
run-up to the UK’s formal departure as well as post-Brexit’.

»
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Seeking answers
As AB went to press, ACCA was preparing to host a meeting
for ACCA staff and members to meet the newly appointed
director of business engagement trade policy at the
Department for International Trade. The following issues were
on the agenda:
The immediate risks after the referendum outcome
and the action government could take to mitigate these
– eg, threats to inward investment and specific company
decisions.
Actions that could be taken in the UK now to sustain
and build business confidence, to continue and increase
trading and to maintain confidence to invest in innovation
and growth.
The government’s principal concerns and priorities
regarding the UK’s negotiations as it begins the process of
exiting the EU, and the outcomes the government wants
to see in relation to our trading relationship with the EU.
The UK’s priorities in framing relationships with the rest of
the world and our wider trading environment, including
which markets we should prioritise based on current
business levels.

*
*
*
*

Keep focused

Policy priorities

As for the impact on finance professionals in the public sector
or with government clients, Manj Kalar, ACCA’s head of public
sector, advises members to keep their eye on the ball and try not
to get distracted by Brexit. ‘As the dust settles, one thing is for
certain: change continues apace within the public sector, which
may detract from the important business of delivering effective,
efficient and economic public services,’ she says.
Additional work is likely be created by shake-ups within the
structure of government caused by the EU, such as the new
department for Brexit. She warns: ‘Any change to the structure of
government departments will have significant impact on resources,
both human and capital,’ especially if civil servants become focused
on structural change rather than service delivery. And these issues
will become acute: while the new May government has indicated
that austerity is no longer its main aim, ‘funding will become even
tighter due to increasing demands such as an ageing population
and health and social care spend.’ The Bank of England has
made an additional £150bn available to support banks to ensure
continued lending but with UK government net borrowing totalling
£82bn in 2015 and the Brexit-related downgrade of UK credit ratings
making government borrowing more expensive, the government’s
room for manoeuvre is limited.
Also, the civil service is at its smallest since the the Second
World War, so expertise is in short supply: ‘Finance professionals
will need to draw on reserves and remain resilient,’ Kalar says.
‘Focus on what needs to happen based on discussions with
policy leads and their departmental heads.’

At policy level, ACCA’s Roy-Chowdhury said it was important
that the UK government remained engaged in the EU, including
during Brexit negotiations. Britain would continue for some time
to be a ‘fully paid-up member and needs to be participating on
all the relevant EU committees,’ he said.
Walters urges members to keep a close eye on the
negotiations so that they are clear about the UK government’s
end-goal, whether that is being associated with the EU though
membership of the European Economic Area – which would
involve freedom of movement of labour – or a clean break. ‘Once
this becomes more apparent, members can plan and advise on
the risks associated with whichever option appears as the most
desirable,’ he said.
‘It’s likely that negotiations will be far from a straight road, so
members will need to prepare for sudden changes of direction,’
Walters continues. ‘But I see our members playing a critical role
in assessing the financial implications of any decisions made,
identifying and managing longer-term risks and navigating the
legislative and regulatory minefield that’s likely to take shape in
the next two or three years.’ ■
Keith Nuthall, journalist
For more information:
See ACCA guidance on Brexit at
accaglobal.com/advisory
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The King revolution

South Africa’s groundbreaking approach to corporate governance was born out of
sweeping political change and the commitment of former judge Mervyn E King

T

owards the end of this year, the profession and
the business world will be watching South
Africa, where the latest version of the country’s
groundbreaking corporate governance code, known as
King IV, will be launched.
The King reports and codes on corporate governance –
King I, published in 1994, followed by King II in 2002 and King III
in 2009 – are widely seen as encompassing the best international
practices in corporate governance. South Africa’s inclusive,
stakeholder-orientated and integrated approach to corporate
governance has become influential around the world.
Each of the King reports has been hugely significant. The
first shifted the focus of corporate governance firmly onto
the stakeholder; the second introduced sustainability into
governance and reporting; and the third led directly to the
Johannesburg Stock Exchange mandating integrated reporting
through its listing requirement in 2010.
The latest update, King IV, which is expected to come into
effect in the middle of 2017, will update the existing code to
take into account new developments in corporate governance,
including directors’ pay, integrated reporting, responsible
investing, mandated audit rotation and tendering, information
security and protection and board diversity. It is likely that, as
with the previous King reports, its content will dictate the future
direction of travel when it comes to corporate governance
around the world in the longer term.
The ‘King’ of the four King reports and code is Mervyn E
King, a former South African Supreme Court judge who has
chaired the committee on corporate
governance since it was set up in 1992.
The first report, he explains, was born
out of the huge wave of democratic
change that swept the country in
the early 1990s as apartheid was
dismantled and Nelson Mandela was
released from prison.
‘In 1991/2 we were moving into
democracy,’ King told Accounting
and Business. ‘We’d been a country
of unequal opportunity and suddenly
we were becoming a country of
equal opportunity. The majority of
my fellow citizens had not been in
the mainstream of the economy;
they were going to become directors
and managers, and there were no

guidelines in place to help. So the Institute of Directors and the
Johannesburg Stock Exchange thought some had better be
written.’

Mandela mandate
In 1992, King was invited by the Institute of Directors in
Southern Africa to chair the first official committee on corporate
governance. He already had a strong record in social reform in
South Africa; after resigning his post as a Supreme Court judge
in 1980 he became the first chairman of Operation Hunger, a
charity that feeds children in rural areas. (He is now its honorary
life president.) Nelson Mandela’s daughters worked for the
charity, and when Mandela was released from prison in 1990,
King was one of 12 people invited to meet him for lunch.
‘Mandela said at the time that if it wasn’t for Operation
Hunger, the country would have three million useless citizens,’
says King, ‘because if we don’t feed children under the age of
three, their brains atrophy.’
It was Mandela who helped persuade King to accept
the role of creating a code of corporate governance for the
new South Africa.
‘When I got the call from the Institute of Directors, I said I
would think about it because I was very busy at the time,’ says
King. ‘But then I got a call from Mandela. When he wanted me
to do him a favour, the conversation would generally start with,
“How’s my favourite judge?” That usually meant I would end up
doing a lot of work without remuneration. I told him during that
conversation that I’d been approached to do this, and he said,
“Do it, you’re the right man, but make
sure no one gets paid. They must do
this hand on heart, in the interests of
South Africa.” So that’s exactly what
I did.’
He knew that the first King report
had to set the tone for the new South
Africa. ‘It was a time of huge political
change, so it had to be almost
revolutionary; it couldn’t just follow the
financial aspects of governance. So
we developed what became known as
the inclusive approach to governance.
Rather than an exclusive approach
based on shareholder primacy, the
inclusive approach meant that the
board as a collective should learn
about legitimate and reasonable

‘If you have scarce
natural resources
and you just focus
on short-term
profit and paying
dividends, you’re
going to destroy
the company’
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◄ Sign of the times

The King report was born out of the huge wave of democratic
change that swept the country in the early 1990s as apartheid
was dismantled and Nelson Mandela was released from prison

needs, interests and expectations of stakeholders – and take
account of them in its decision-making process.’

Game changer
The first King report was published in 1994 and is widely
accepted as the game-changer in terms of corporate governance
around the world, stressing as it did the business life of
companies and the impact of a wide group of stakeholders over
the shareholder-focused emphasis on the creation of value.
The King code is advisory rather than a legal requirement
but in 2009, when the third King report was published, its
‘comply-or-explain’ approach was replaced with an ‘apply-orexplain’ approach to compliance, which until then had been
unique to the Netherlands. This allows companies to apply the
recommendations in the way they consider to be the best for the
organisation but also to explain any departure from the written
recommendation.
King II, published in 2002, went even further than the first
report by introducing the concept of sustainability into corporate
governance – a direct result of King’s experience working with the
United Nations on governance and oversight. ‘I thought we were
reporting on companies but not telling the whole story,’ says King.
He later said he regretted that King II set out sustainability
in a separate chapter, as this encouraged some companies to
separate financial and sustainability reporting. ‘Reporting in silos
wasn’t reflective of what was happening on the ground because

companies don’t operate with human capital in one room and
financial capital in another,’ he says today. ‘It doesn’t work like
that; there’s an interrelationship, an interconnection between
resources and relationships on a daily basis. That’s how the
concept of integrated thinking and reporting developed.’
King III, published seven years later, recommended
the integration of economic, social and environmental
reporting, including an explanation of how the company had
impacted on the community. King, who subsequently became
chairman of the International Integrated Reporting Council, has
continued to lobby for an integrated reporting framework to
support this approach. ‘Sustainability reporting is critical but on
its own it’s not sufficient,’ says King. ‘I can’t believe the traction
that integrated reporting has gained. It was a concept whose
time had come.’
The King reports have encouraged companies down a
path they had to follow, he concludes: ‘It’s a question of value
creation. If you have scarce natural resources, and you just focus
on short-term profit and concentrate on trying to get more
dividends to shareholders, you’re going to destroy the company.
All of these factors are changing the way companies are thinking.
If companies don’t think about value creation in a sustainable
manner, that company might survive for the next three to five
years but it will become a stranded business.’ ■
Liz Fisher, journalist
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Reaching the peak

With consumption of manufactured products levelling off in Western economies,
are we starting to seek services over products in order to improve our lives?

T

he notion that people will always crave more material
possessions has long seemed like an iron-clad rule of
economics. For centuries economic growth has been
powered by the near-universal quest for more furniture,
vehicles and gadgets.
But there are some intriguing signs that citizens of richer
nations may be nearing ‘peak stuff’ – the point at which most
physical needs have been met. The amount of ‘stuff’ demanded
by the average Brit has fallen by around a third, from 15 tonnes
of material in 2001 to just over 10 tonnes in 2013,
the last year for which data has been collated.
And the same trend can be seen in other
rich nations.
‘There is some compelling
evidence that we are entering a
new phase of capitalism,’ says
Chris Goodall, founder
of the website Carbon
Commentary, author of
Ten Technologies to Fix
Energy and Climate and
the expert who coined the
term ‘peak stuff’. ‘The weight
of things we use to sustain a
modern economy is tending
to fall.’
If true, the ‘peak stuff’
hypothesis (also alluded to
earlier this year by Ikea’s head of
sustainability, Steve Howard, when
he said the appetite of Western
consumers for home furnishings
and familiar goods was at its
limit) would have important
implications for the global
economy and the environment.
Endless economic growth
and an increasing world
population may not spell
ecological disaster after all.
On the downside, the world’s
manufacturers, many of
which are now clustered in
emerging nations, may be
entering a long malaise.
So have we really had

enough? Proponents of peak stuff see a host of reasons why
material consumption may be starting to level off, at least in
wealthy nations. ‘By the turn of the millennium most people had
most of the things they needed,’ says Goodall. ‘At that point
manufacturing really no longer needed to grow any more.’ For
example, in 1959 just 13% of British households owned a fridge.
By 2011 this was up to 99%. A similar trend can be seen in other
appliances.
Technology might also be promoting this trend in several ways.
Firstly, in advanced nations, manufacturing processes are
becoming ever thriftier in terms of resource usage, says
Goodall. And, once produced, everything from cars
to fridges demands less energy to operate.

Shift away from materialism
In addition, more consumption is
being ‘de-materialised’. Downloads
have replaced CDs and DVDs.
E-readers can compress vast
libraries of material into a device that
can be held in the hand. The ability
to ‘share’ goods – such as cars – is
also making it less necessary to own
them. Zipcar in the US has been helping
to chip away at rates of car ownership
among young city dwellers. Adam
Millard-Ball, an assistant professor
of environmental studies at the
University of California Santa
Cruz, believes that a variety of
forces are starting to cause car
ownership, and driving, to level
off. ‘Re-urbanisation has been one
contributor,’ he argues. ‘Young people
have been flocking back to city centres
as they have become safer, livelier
and gained more services and
amenities.’
More radically still, it is possible
that the new generation is shifting
away from materialism, preferring
to spend money on experiences
and declutter their lives. ‘Millennials
are supposedly less likely to seek
to demonstrate status through the
acquisition of material possessions
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such as fancy cars,’ says Goodall. Instead, spending on exotic
travel, entertainment and other experiences has been increasing.
Proponents of the ‘peak stuff’ thesis also point to the growing
acceptance of recyling and repairing, rather than replacing,
possessions. ‘Repair cafes’, community events where you can get
goods fixed for free by volunteers, have been taking off around
the world.
A turning point in the global economy may have been
reached in 2014. For the first time since records began, services,
rather than goods, accounted for the bulk of growth in world
trade, according to data from the United Nations. Tourism,
entertainment and business services made up 62% of the rise in
exports, and goods just 38%.
‘Peak stuff’ would also explain several perplexing economic
phenomena that have been vexing economists for
years. Since improving manufacturing efficiency
has historically been the driving force behind
productivity growth, peak stuff could help
account for the weakness of productivity
growth in advanced nations since the turn
of the millennium, Goodall suggests. More
immediately, it could account for the recent
underperformance of manufacturing relative
to service sectors in most rich nations.
‘Purchasing managers indices from the
US and Europe have all shown far weaker
activity among goods-producing firms
relative to those providing services,’
says Marc Chandler, an economist at
Brown Brothers Harriman. If manufacturing
has indeed passed its prime, this would
create losers as well as winners.
Many developing nations could
face headwinds. Services accounted
for 21.2% of the exports of rich
countries and just 14.8% for emerging
countries, according to 2014 data
from the United Nations trade office,
UNCTAD. In addition, many emerging
nations are more reliant on exports
of commodities. Some developing
nations have become powerhouses of
service sector trade – notably India with
its IT centres and Poland with its backoffice accounting and legal services.
But though not all economies
would win in the short term, the global
ecological payoff from peak stuff
could be huge: a more sustainable
planet and economic growth with less
damage to the environment.

Statistical illusion?
Still, some academics believe it is too
soon to start celebrating. Researchers

23

at the University of Leeds, among others, have argued that ‘peak
stuff’ is merely a statistical illusion.
The first concern is that there is a potential flaw in the way
wealthy countries measure their material footprint. The resources
used to produce domestic goods and exports can be calculated,
but assumptions need to be made about how much energy and
materials went into generating imported goods. And since more
goods are being imported from less resource-efficient producers
such as China and India, the estimate of resource usage may be
falling short. ‘Material usage looks to have been displaced and
not necessarily reduced,’ argues Anne Owen, an academic at the
Sustainability Research Institute at the University of Leeds.
Added to this, Owen says, a longer period of data may also be
needed before environmentalists can crack open the champagne.
‘Our research suggests the levelling-off of resource demands
in recent years may also have been due to the economic
contraction since the 2008 financial crisis, rather than any
step change in efficiency or a reduction in demand for
goods,’ she says.
Digitisation may not always be the environmental
boon it appears, either, says Owen. While e-readers –
such as Kindle of iPad – don’t rely heavily on forests,
their production requires ‘hidden materials,’ she
says. ‘The myriad resources used to produce the
e-reader are not so easy to identify. But there is not
necessarily a significant ecological saving.’
The other major caveat to peak stuff
is that it still only affects a relatively small
portion of the world’s population. As the
middle-class populations of China, India
and Africa continue to swell, so will the
global demand for cars, televisions, fridges
and washing machines.
However, even the sceptics are starting
to see some light at the end of the tunnel.
‘With every passing year, goods around
the world are being made more efficiently,
with less materials per product,’ says
Owen. ‘That is taking us closer to a
situation in which our material footprint
will no longer expand in tandem with
the economic cycle.’
But it remains an issue of debate
as to whether we have reached that
point. The ‘peak oil theory’ – from
which ‘peak stuff’ derives its name –
predicted that US oil production would
start to level out in the 1970s and then
decline. Four decades later, US oil
output shows no signs of maxing out.
For the sake of the environment, we
must hope that ‘peak stuff’ won’t be
similarly elusive. ■

The amount of
‘stuff’ demanded
by the average
Brit has fallen
from 15 tonnes of
material in 2001
to just over 10
tonnes in 2013

Fernando Florez, journalist
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The view from

Louise Everill FCCA, restructuring and insolvency manager at
Begbies Traynor, and chair of West Midlands Network Panel
work in both practice and industry, and
keep your career options open. I was
introduced to ACCA following a roadshow
at De Montfort. I’ve never forgotten it.
Today I am proud to support ACCA’s
member advocacy programme and have
spoken about my career as an accountant
at universities in the West Midlands.

Snapshot: tax reporting
Tax practitioners are always on
standby for regulatory change.
In financial services, the Capital
Requirements Directive (CRD IV),
is having an impact on banks’ tax
strategy and reporting arrangements,
while Solvency II compliance is still
affecting the insurance sector.
The shift to country-by-country
reporting is one of the biggest
challenges facing tax functions.
Corporates are being asked to
disclose more and more, in all
likelihood with less resource.
Other challenges include the
requirement for companies to
publish their tax strategy – new in
the UK but already implemented in
other countries such as Spain. This
is likely to be enacted elsewhere,
too, so it’s only sensible for
businesses to work on a global
approach that they can apply locally.
Add in the OECD’s Base Erosion
and Profit Shifting (BEPS) initiative
and other measures designed to
expose harmful tax practices, and
you have considerable strategy and
compliance burdens – on top of
operational issues such as how and
when to implement new systems.
The best tax practitioners look to
understand the business as broadly
as possible. Data analytical skills are
at a premium, as are change and
project management capabilities,
and the capacity to grapple with
complexity and make technical
issues accessible to others.
Giovanni Bracco, tax reporting and
strategy partner, PwC

I first learned about accountancy at
school, aged 11. I always preferred
numbers over words and still do, although
as accountants we still have to write reports
that provide context around the numbers.
I completed a degree in accounting
and finance at De Montfort University
in Leicester. After a brief spell in industry,
I joined Begbies Traynor in 2006 and
started studying towards the ACCA
Qualification at BPP via block release.
Working and studying at the same time
really challenges you. It calls for a different
mentality to that which gets you through
university. Time-management skills are
paramount, so you learn to stay focused.
I chose ACCA due to its flexibility. I
like the fact that it gives you the skills to

The last recession
saw many cases
involving property,
but today we could
be working with
small retailers,
pubs, golf courses

As a restructuring and insolvency
manager, I deal with many struggling
businesses. Every situation is different –
from the loss of a key staff member to a
valuable client, the reasons why a business
fails are varied. The last recession saw
many cases involving property, but today
we could be working with small retailers,
pubs, golf courses. We need to maintain
impartiality and remember we are working
on behalf of the lending institution.
I undertook a year-long secondment
with a high street bank in 2013. It
provided a great insight into things on
‘the other side’ and the commercial
realities that underpin some of the
decisions banks make.
I undertake both work-placed and
personal forms of CPD. At work we have
access to CPD resources that revolve
around insolvency. I supplement this
with a variety of learning from ACCA.
Being able to watch the new programme
of webinars is particularly useful, but
face-to-face learning remains important,
especially for making connections.
I am chair of ACCA West Midlands
Network Panel – our focus is on events
that will increase engagement in
the region. I was fortunate enough to
attend ACCA’s Member Engagement
Conference this year. It brings together
member representatives and allows them
to engage directly with ACCA’s executive
team and Council offers, while playing a
part in shaping ACCA’s strategic direction.
Away from work I am a keen netball
player. I’ve been playing since I was 10.
I particularly like the team ethic. ■
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Practice | Business finance

Pension property

Practitioners are increasingly using their pension savings as a source of funding for the
business while also finding innovative ways of boosting their pension pot
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When clients turn to accountants
for financial advice, they might
assume their advisers have their own
financial futures all sewn up. In fact,
this is far from the case. A recent
survey by Bower Private Clients
found that a fifth of accountants
have no retirement savings at all.
This never used to be the case, but
when Equitable Life collapsed in
2000, accountants were among the
main victims, alongside lawyers and
other professionals. Low returns from
equity investments added to the
cynicism about traditional pensions.
Finally, many accountants in practice
simply don’t have the spare cash for
pension contributions.
Many accountants have avoided
traditional pension savings altogether,
with a third planning to fund some or
all of their retirement using property
wealth, either from buy-to-let investments
or the sale of their own homes. But
since the last Budget, the tax system
has shifted drastically against landlords,
and with storm clouds hovering over
house prices, a rethink of buy-to-let
strategies may be in order.
There is, in fact, a happy medium that
brings together investment in property
with the tax advantages of pensions – and
that is for the partners or proprietor of
an accountancy firm to use their pension
fund to buy their own office premises.
This often overlooked strategy holds
several advantages for the smaller
accountancy firm, too. ‘It provides a
happy medium,’ says Anthony Carty,
group financial planning and business
development director of Clifton Asset
Management. ‘The partners feel the
money is being put to good use, the
capital gains remain in the pension
for tax purposes, the rent goes to the
pension, and any asset held in the
pension is creditor-protected.’

Balance sheet encumbrances
Separating the property assets from
the business can also help with other
issues, such as succession planning. ‘If
a practice owns a property, it can be an
encumbrance to have a large commercial
asset on the balance sheet,’ says Carty.
‘A buyer may want the trade but not the
bricks and mortar. If it’s in the pension
environment, it’s not an asset of the
business, so it doesn’t interfere with that.’
If a practice already owns its premises,
this approach can still be beneficial.

There’s a
mathematical
benefit to losing
your pension as
opposed to other
personal assets
Commercial property can be transferred
into a pension scheme as a series of
in-specie contributions up to the annual
limit of £40,000, generating immediate
tax benefits for the partnership.
If not, the main obstacle to this plan
is having enough funds in the pension
plan to purchase the property. Pension
funds can borrow, but pension reforms
in 2006 restricted borrowing to 50%
of the accumulated fund. Partners
can of course pool funds, but then
consideration needs to be given to
whether to use a small self-administered
scheme (SSAS) or a self-invested personal
pension (SIPP) as the vehicle. The rules
are broadly similar, but in a SIPP the
property is owned by the SIPP provider,
whereas in an SSAS the property and
other funds are owned by the member/
trustees, which may make it easier to
unwind multiple ownership.

Business investment
Even if purchasing a commercial property
is out of the question, there are other
ways to link your pension and your
business. Many accountancy firms are
now using their pension funds to invest
in their own businesses, unlocking a
source of funding that is far cheaper
and tax advantageous than bank
overdrafts or peer-to-peer lending.
Such a loan obviously needs to be
secured on assets of the business; in the
case of an accountancy practice, this will
often be intellectual property – an asset
many firms may not realise they possess.
‘There are few businesses that don’t
have some intangible assets,’ says Jim
Asher, director of IP valuation services
at specialists Coller IP. ‘But many firms
continue in business without realising they
have any, and there’s much less likelihood
they will be on the balance sheet.’
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A prime example would be
the name of the firm: the Big Four
recognise the value of their brands
and guard them jealously in Swiss
holding companies. But the name of a
medium-sized practice may carry a lot
of weight in a local or regional buying
community. Alongside that come client
lists: ‘We have, a number of times, put
a value on a client list as long as it has
the potential to bring in future business,’
says Asher. ‘If you can demonstrate
the ability to bring in revenue over
the years, and loyalty to the firm,
that’s low-hanging fruit.’
There is an emotional aspect to
putting personal wealth on the line in
this way, but, as Carty points out, in this
environment it is very difficult for the
small business owner to get funding
without putting personal assets on the
line: ‘If you lose £10,000 of net-tax-paid
wealth, you have to go out and earn
almost £12,000 to get that back,’ he says.
‘If you lose £10,000 out of your pension,
it costs £10,000 to replace as you get
tax relief. There’s a mathematical benefit
to losing your pension as opposed to
other personal assets.’

In the dark
This aspect of funding is not well
understood and is still treated with some
suspicion. Carty says that initial reactions
tend to range from, ‘It sounds too good
to be true’ to ‘Why hasn’t my adviser
told me about this?’
But nor should any of these
arrangements be entered into lightly.
HMRC rules on borrowing and
contributions need to be followed
carefully, and both mortgages and market
rent will have to be paid on property,
whatever the circumstances.
However, recent changes to pension
law have started to break down the silo
mentality that many people have about
their finances. Business owners over
the age of 55 could even be tempted
to use new pension freedoms and
draw down all their pension savings,
but this would attract a hefty income
tax charge. Pension funding to finance
or refinance the business is a far more
attractive alternative. And in an uncertain
environment, such as the current postBrexit climate, having one’s financial
future not only under control but literally
in view at all times is no bad thing. ■
Mick James, journalist
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Together we’re stronger

What better way to mark the end of her year as president than see ACCA move from
strength to strength with its alliance with CA ANZ, says ACCA president Alexandra Chin
In late June, ACCA announced our
strategic alliance with Chartered
Accountants Australia and New
Zealand (CA ANZ). (See also page
80.) I’m really excited by this bold
development, as it will offer real value
to our respective members.
It’s through inclusive partnerships
that ACCA is able to extend the range
of services and recognition available to
members. Our alliance with CA ANZ will
respect the strong heritage and values of
both organisations while bringing value
to our combined body of members and
students across the world – 788,000 in
total – and the alliance marks the initial
step in a valuable long-term relationship.
Our announcement came when
many around the world were trying
to comprehend the next steps for the
UK and the European Union, where a
referendum vote narrowly decided the
UK’s departure from the EU. A sense of
alienation blamed on globalisation was
identified as one of the possible reasons
for the Brexit vote.
Globalisation is a force that cannot
be denied. In our research Professional
accountants – the future, many
respondents saw this as one of the main
drivers of change. It requires local and
international knowledge of emerging
trends in business, technology and
society; corporate governance and risk
management frameworks; diverse cultures
and business practices; and of course an
understanding of multiple languages.
Globalisation is about seeing the bigger
picture and understanding where you fit in.
Our alliance with CA ANZ is all about
seeing this bigger picture. It adheres to
our values of accountability, diversity,
innovation, integrity and opportunity.
I was reminded while in Singapore for
the inaugural ASEAN Conference 2016
that the profession is truly global and
thrives by working together with partners.
The event, attended by more than 500
delegates, was themed ‘Transforming the
face of accounting and finance talent’. I
was honoured to speak at the event and
welcome guests from ACCA’s Council and

the ASEAN Federation of Accountants, as
well as local and regional members, guests
and partners. I spoke about the need for
people and business to work together for
the benefit of society. I said that over the
years we have had many transformations,
and there will be more to come. After all,
as the UK Brexit vote has shown, we live in
uncertain, complex and ambiguous times.
It’s my belief that stability can be achieved
by forging strong working relationships
and partnerships. Indeed, ACCA’s growth
has been achieved because we have
forged strong partnerships with other
bodies, employers and learning providers.
ACCA is deeply committed to its many
partnerships around the world. They are
what make the profession thrive and they
are always entered into with members and
student value at their heart. Together, we

work to grow the profession so that these
partnerships will continue to transform
the face of accounting and finance talent.
We are a global family, and we can and do
transform societies.
As I hand over the reigns of presidency
after what has been an amazing year,
despite the turbulent times we live in, I
want to thank members for their fantastic
support and for sharing their stories with
me of how ACCA has changed their lives.
I am proud to have served you. ■
Alexandra Chin runs her own practice in
Sabah, Malaysia
For more information:
See Professional accountants – the
future at accaglobal.com/thefuture
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Crowd pleaser

With the crowdfunding market burgeoning, the Financial Conduct Authority must ensure
its new rules monitor behaviour without killing the golden goose, says Peter Williams
In July the international money startup
Revolut saw more than £12.9m pledged
by 6,600 investors in a few hours in a
flood of crowdfunding. An app that
allows you to instantly send and spend
money across the globe, it has gained
popularity in the last year through
word-of-mouth recommendation and
now has 200,000 users, many of them
young backpackers travelling in Asia or
South America.
Whatever Revolut ends up raising
will add to the already steep rise in UK
equity crowdfunding volumes: £332m
raised in 2015 compared with just
£28m in 2013. And equity isn’t the only
crowdfunding game in town. Loan-based
crowdfunding raised a hefty £2.4bn (60:40
business:consumer split approximately),
again a 10-fold increase on the £480m
procured in 2013. Add in a more modest
£6.2m of bonds or debentures and it is
no exaggeration to say this market is hot,
although not as hot as in the US, where
the market is estimated at $34bn in 2015.
Perhaps it is not surprising that the
idea of raising money via social media
has already led to casualties. Earlier
this year claims management company
Rebus collapsed after raising £817,000 via
crowdfunding. Other casualties include a
bespoke shoe retailer, a fashion brand and
a takeaway business. There has even been
the odd (hotly denied) allegation of dirty
tricks, with suggestions that a handful of
fundraisers have given the impression that
cash had been invested to hike enthusiasm
when that wasn’t quite the case. Even so,
with £2.7bn invested in crowdfunding it is
no wonder the Financial Conduct Authority
(FCA) is trying to keep pace.
To be clear, this is not the Wild West.
Those funds were raised through platforms
already regulated by the FCA, but it is a
rapidly developing area, with more than
100 platforms either already operating in
the market or seeking authorisation. In
2014 the FCA introduced rules designed
to protect consumers without putting a
brake on the market in terms of size or
innovation. But it is revisiting the rule book
to examine three key issues:

Peter Williams is an
accountant and journalist

*

whether financial promotions, due
diligence and prudential standards
are good enough
whether disclosures firms have to make
are extensive and detailed enough
whether platforms should assess
investors’ knowledge and experience
of the risks these investments carry.
The FCA – which wants comments by
8 September – is also looking to toughen
the rules on platforms, including how
conflicts of interest are managed, and is
keen to ensure retail investors don’t end
up carrying greater risk than institutions. It
also wants to clamp down on unbalanced
presentation of risks and misleading
comparisons with savings accounts and
banking. It also needs to de-blur the line
between this market and others such as
asset management. Crowdfunding is being

*
*

used to describe different activities with
different risk profiles, and clear distinctions
must be made between these.
Despite the challenges, crowdfunding
has been hailed as the most innovative
form of business finance since the
invention of the credit card. The digital age
is opening up a host of possibilities, and
this alternative finance has already shown
it has the ability to jump-start enterprises
overlooked or ignored by traditional
providers. And of course appetite has been
fed by investors with cash wondering what
to do with near-zero interest rates.
Some decisive and tough rules
now from the FCA shouldn’t kill off the
appetite; indeed, they would boost
the sector further by making sure poor
businesses, unscrupulous operators and
dubious practices can play no part. ■
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Comment | Robert Bruce

Putting business first

Across the accounting profession, as in other areas of business, national boundaries
and designations are no longer relevant, says Robert Bruce

The recently announced alliance
between ACCA and Chartered
Accountants Australia and New
Zealand (CA ANZ) – see page 80 –
has ‘business at its heart, not the
accounting profession’, according
to chief executive of CA ANZ, the
dynamic Lee White.
This is a long way from the traditional
groupthink and jargon we are used to
from professional alliances of the past.
‘Business,’ says White, ‘is affected by
drivers such as globalisation, facilitated
in significant part by technology. Where
the business is physically located is less
important to customers and suppliers.
‘So businesses need to rethink their
relevance to their customers,’ White
continues, ‘and we as professional
bodies need to rethink our relevance

Brexit referendum result with its inward
focus had not underlined this need for
extra effort in such a dramatic way.
The picture of the UK accountancy
profession in 2015 revealed by the
FRC survey teaches some important
lessons. The profession was made up
of over 342,000 members in the UK and
Ireland and 497,000 globally. UK and
Ireland membership numbers showed
a compound annual growth of 2.4%
between 2011 and 2015. Student numbers
declined by 1.1% between 2011 and
2015, though taking the whole of the
student population worldwide there
was compound annual growth of 3.1%.
And the global growth in members was
running at 3.2%.
This is healthy and steady and suggests
a secure growth model globally. Where
there are problems they are in the
domestic marketplace (see box).
Meanwhile at the other end of
the spectrum the larger accounting
firms, undeterred and unfettered by
growing legislation, whether European
Robert Bruce is an
or domestic, march on. The FRC now
measures such firms as those that carry out
accountancy commentator
work for ‘public interest entity’ (PIE) clients.
and journalist
‘In comparison to 2014, the Big Four
have collectively experienced increases in
growth across all categories of fee income,
to our members.’ This is all very brave
in contrast to those PIE audit firms
and very true.
outside of the Big Four, which collectively
Certainly the annual FRC survey
experienced declines in the rate of growth
of the UK accounting profession, Key
across nearly all categories of fee income
Facts and Trends in the Accountancy
over the same period.’ (See chart.)
Profession, confirms this view. Worldwide
The FRC survey compares the
membership of the main professional
divergence of these two halves of the
bodies is growing faster than the plain UK
same market. ‘The collective fee income
and Republic of Ireland membership. And
for all PIE audit firms increased in 2014-15.
student numbers are in
The aggregate increase
gentle decline.
for the Big Four was
Culture
The UK profession
6.7% compared with an
is healthy. It remains a
aggregate increase of
Hear Robert
remarkably dynamic part
4.7% for the PIE audit
Bruce’s podcast on
of the UK economy. But
firms outside of the Big
the FRC’s paper on
inevitably its view – for the
Four.’ That is still healthy,
corporate culture and
same reasons that White
but the divide and the
boards at accaglobal.
expounds – is changing.
momentum behind the
com/ab/podcasts
It has to look outwards,
change are growing.
globally, even if the recent
The Big Four had, as
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■ Non Big Four firms ■ Big Four firms

Growth of fee income
18%
16%
14%

Growth rate

12%
10%
8%
6%
4%
2%
0%
2013-14

2014-15

Total fee income

2013-14

2014-15

Audit fee income

2013-14

2014-15

Non-audit work to audit
clients fee income

2013-14

2014-15

Non-audit work to nonaudit clients fee income

Death of the traditional grassroots
Once the lifeblood of the grassroots profession, firms registered to carry out
statutory audit work are in steady decline. In 2011 there were 7,375 firms in the
UK; in 2015 that number had dropped to 6,331. And, as the FRC helpfully points
out, ‘The decrease in the number of registered audit firms has coincided with
an increase in the proportion of companies filing annual accounts at Companies
House that are audit exempt, from 71% in 2010/11 to 73% in 2014/15. This follows
increases in the audit exemption threshold in 2004 and 2008’.
The domestic market for audits of the companies and firms that used to be
the bread and butter of the profession is vanishing. They may be providing more
advisory work and other services, but none of that is locked in by statutory need.

you might expect, 98% of the FTSE 100
audit work wrapped up. But they also had
96.8% of the FTSE 250 work and 71% of
what the FRC classified as ‘other UK main
market’. Across the board the next five
firms outside the Big Four had only 11% of
the total market and ‘other firms’ a mere
5.8%.
What marks out a global shift within
the accountancy profession is the
realisation that what the profession is
doing is common across the vast majority

of markets. The understanding that
markets aren’t national any more is, as
White is keen to point out, a natural
starting-point in any debate about the
direction of the profession.
For a decade now it has been clear
for example that, with International
Financial Reporting Standards pretty much
universally applied – the isolationism of
the US notwithstanding – the accounting
profession is a fluid one in a global setting.
Accountants can work in pretty much any

That markets
aren’t national any
more is a natural
starting point in
any debate about
the direction of
the profession
city around the world and be dealing with
the same financial language. And, as White
says, what we are dealing with is business
first. It is the world that is the accountant’s
oyster, made available to them by the
professional body with which they qualify. ■
For more information:
See the FRC’s Key Facts and Trends
in the Accountancy Profession at
bit.ly/frc-prof-keyfacts
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International stage

Having influence in financial reporting comes not from being in the EU but from regulatory
and training experience and from being a leader in best practice, says Jane Fuller
One of the many things that was
badly explained in the UK debate on
whether or not to remain in the EU
was where regulation comes from.
In the world of accounting, auditing
and financial stability, it doesn’t come
from the EU but from bodies based in
London, New York and Switzerland,
and run by people from every
continent – except Antarctica.
Drill down into an organisation such
as the International Accounting Standards
Board (IASB) and you find that seats are
allocated on a broad geographic basis.
The latest proposed composition of the
IASB (comment deadline 15 September)
is four members each from Asia/Oceania,
Europe and the Americas, one from Africa
and potentially one ‘at large’. Europe
means wider Europe, of which the UK
will always remain a part. The Financial
Stability Board (FSB), based in Basel,
has 70 members from central banks
and finance ministries in 24 countries
(from Argentina to Turkey) and 12 other
international organisations.
While the geographic breakdown
is interesting, more important are the
characteristics needed to be influential
within these supranational bodies.
The first is to have capital markets
that are open to international companies,
financial institutions and investors. This
is why the US, as the world’s biggest,
influences financial reporting and banking
regulation even though it does not
accept anyone else’s standards wholesale.
London continues to lead the Global
Financial Centres Index, compiled by the
consultancy Z/Yen, followed by New York,
Singapore, Hong Kong and Tokyo.
The second characteristic is substantial
experience of, and expertise in, standardsetting and the professions that link
regulators to the regulated. This is why
countries including Australia, Canada and
South Africa are well represented. Also
important is the international training
reach of bodies such as the ACCA.
The third is to use these credentials
to get onto the boards, standing
committees, taskforces etc, that develop

Jane Fuller is a fellow of CFA
UK and serves on the Audit
and Assurance Council of the
Financial Reporting Council
the rules. Lord Turner, when chairman
of the UK Financial Services Authority,
played a leading role in the international
response to the financial crisis as chair
of the FSB’s Standing Committee for
Supervisory and Regulatory Cooperation.
Mark Carney, governor of the Bank of
England, is the current FSB chairman.
The fourth is that it often pays to
show initiative at a national level when
action is needed. The US, UK and
Switzerland front-ran the tightening
of bank regulation post-crisis. At a
more micro level, the UK is now a
testbed for the development of auditors’
reports. Whatever works will attract
international attention and feed into
rule-making. Indeed, the UK should be
proud of the international influence it
has long exerted.

Finally, if push comes to shove over
which version of standards to adopt, the
UK should pick the international version.
The 2006 Companies Act stipulates that
quoted companies should follow IFRS
‘as adopted by the European Union’.
At present this is helpful because of the
importance of equivalent regulation in
retaining access to the EU market. But
if the EU refused to endorse a standard
like IFRS 9 (hopefully very unlikely),
the UK should amend the law. Having
standards at least as high as the EU’s
should be a non-event compared with the
really tricky issues of free movement of
people and budget contributions.
And if the EU really wants to develop
its capital markets, it will do so in the
context of global capital flows, not in the
narrow sense of EU membership. ■
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BEPS readiness

European companies are more intensely focused on BEPS planning than their global
peers, finds a new Thomson Reuters survey of global readiness for action points

On your marks…

Time flies

The world’s tax authorities are rapidly moving towards implementation of the OECD’s
Base Erosion and Profit Shifting (BEPS) project recommendations to tackle tax avoidance
globally. Thomson Reuters’ latest BEPS survey reveals that over half of multinationals
have changed their transfer pricing and reviewed their business’s value chain.

Respondents from
the UK are spending
the most time on
BEPS preparation,
with 28% saying
their departments
invest more than
15 hours a week on
the project.

66%

Proactively
taking
steps

22%

Waiting for
countries to
implement

7%

3%

3%

Waiting for all
action points to
be finalised

Waiting for
peers to make a
move

Not
doing
anything

Country-by-country concern
Hours per week
15+

10-15

2-10

<2

None

With tax authorities due to start exchanging country-by-country reports as early as 2018,
respondents were asked which tax authorities caused them the most concern. The UK and
the US topped the list, while countries including Norway and South Africa were cited as
being of the least concern.

18%
15%

10%

8%
6%

5%

39%
36%
31%
35%

■ Aggregate
■ Europe
For more information:
Australia 19%
Brazil 22%
Canada 13%
France 23%

Germany 28%
India 29%
Italy 23%
Japan 5%

Luxembourg 7%
Mexico 16%
Netherlands 10%
Norway 4%

Poland 7%
Russia 9%
Singapore 6%
South Africa 4%

South Korea 7%
Spain 13%
UK 33%
US 31%

Thomson Reuters’ 2016
Global BEPS Readiness
Survey Report is
available at bit.ly/
tr-beps
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Reshaping the role

As part of our series of articles exploring the trends most likely to shape technical areas of
the profession over the next decade, we look at forces impacting financial management

A

cross the private, public and third sectors, financial
management is essential for organisational success.
Creating and protecting value depends on efficient
and effective financial planning, control and decision-making.
Professional accountants working in financial management
roles need to take account of both internal factors and
external events in the wider economy as they prepare
financial information to support decision-making in areas
such as investment appraisal, tax and risk management,
treasury and working capital management.
As highlighted in ACCA’s recent report, Professional
accountants – the future, the current business environment
makes financial management particularly challenging.
Organisations have to operate in a world of widespread
political instability, volatility in currency and commodity markets,
growing emerging markets, constrained credit availability, rapid
technological change, broadening business risks and heightened
stakeholder focus on sustainable wealth creation. Strong financial
management is vital but increasingly difficult to ensure.

Responding to change
According to extensive ACCA research, including detailed
workshops with members across the world, financial
management will become more difficult over the next decade.
Future developments in local and global economies, the
business environment, politics and law, society and technology
are expected to reshape the roles and responsibilities of
accountants in financial management.
The way that financial managers work will also continue to
evolve, with more centralised shared-service centres and more
outsourcing and offshoring enabled by globally mobile labour

Expert views
‘Finance people will focus increasingly on the future.
We need to be able to give reliable forecasts based on
understanding the business, not statistics.’
Marek Krejčí FCCA, finance director, Rautaruukki Oyj,
Czech Republic
‘More and more non-quantifiable factors are involved in
investment and financial performance valuation. Decisions
are not merely based on net present value or a similar
financial model but on the balance of the whole portfolio.’
Xi Xiaohui FCCA, Changbei finance manager, Shell, China
‘As businesses look to exploit new opportunities, respond
to new markets and adjust to the changing dynamics of
a global economy, the strategic planning role of finance
executives will become more important.’
Survey respondent, Kenya
‘We are becoming less focused on the numbers and more
focused on performance and delivery.’
Frances Carter FCCA, retired civil servant
‘By 2020 we expect accountants to have the skill to
build up an enterprise risk management model that
could give an early signal to assess the risk and find
means to contain it.’
Paul Mok FCCA, group FC, OOCL, Hong Kong

Top 10 competencies in financial management

*
*
*
*
*
*
*
*
*
*

Communication
Emerging issues
The role of senior financial executives and advisers
Advanced investment appraisal
Regulatory frameworks and processes
Financial strategy formulation
International trade and finance
Mergers and acquisitions and other growth strategies
Treasury
Ethical issues in financial management
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and increasing process automation. Senior financial managers will
need to provide strategic insights to enable optimal structures
across multiple parts of the business and multiple geographies,
building the relationships needed to manage resources and risks.
Workshop participants generally agreed that the treasury
function will become more important, with increased use of
active and electronic cash management. Commodity and foreign
exchange hedging is also expected to become commonplace
in small and medium-sized organisations, requiring all financial
managers to have a basic understanding of investment valuation
and derivative-based hedging methods. Demand for experts will
increase, too; by 2020 all financial managers are likely to need a
basic knowledge of Islamic finance, including an understanding of
sharia compliance, Islamic capital markets and risk issues.
As compliance with global regulation becomes more
automated, financial managers will be able to focus more on
business partnering: interpreting numbers, providing advice
and clarifying risks. Data analysis expertise will be vital, although
historical data analysis will become less important. Financial
managers will need to provide reliable, forward-looking forecasts,
based on an understanding of the business and its environment.
Financial managers of the future will also need to be
equipped to address ethical issues. They will require the skills to
manage conflicting expectations and priorities of those inside
the organisation and of shareholders, investors, customers and
governments. Non-financial performance will increasingly need to
be factored into financial planning, control and decision-making.
This means that financial managers will need to understand and
articulate the links between corporate objectives and strategy,
stakeholder expectations, the financials and all associated risks.

Planning for action
The changing world in which financial managers operate has
implications for the skills and competencies they must develop.
Communication skills will become even more important over
the next decade. Tomorrow’s financial managers will need to
be able to work in teams, collaborate, influence, persuade and
present to others inside and outside finance. Language skills and
multicultural awareness and experience will therefore also be vital.
Communication ability was identified by workshop
participants as one of the 10 competencies expected to be most
important in the financial management arena (see box). Those
identified reflect the expectation that more financial executives
will need to think, and sometimes behave, like chief executives.
This means having a good grasp of emerging issues, including
developments in global trade, markets and alternative finance.
They will also need an up-to-date knowledge of major trade
agreements and understand how regulatory frameworks for tax,
capital movement and other areas influence decision-making.
Career progression will also depend on demonstrating a
more strategic view of financial management – both holistically
of the business and globally of the wider business environment.
That strategic viewpoint will also be evident in professional
accountants’ ability to appraise capital projects and investment
opportunities, and to discuss arguments for and against mergers

Deep dives
Key technical areas highlighted in
Professional accountants – the future to be
explored in this and future editions of AB
Introduction (AB June 2016, page 12)
Audit and assurance (AB June 2016, page 36)
Corporate reporting (AB July 2016, page 38)

➠ Financial management
Risk and ethics (AB September 2016, page 38)
Strategic planning and performance
management (AB October 2016)
Tax (AB October 2016)

and acquisitions and other growth strategies. In addition,
executives will need a sound grasp of risk and risk management,
and the ability to assess the implications. By 2020, some business
people expect senior financial managers to have the skills to
build up an enterprise risk management model capable of giving
an early warning to a company concerning emerging risks.
The top 10 competency list does not represent the only
skills that financial management professionals will need. Based
on workshop participants’ views, other areas where skills will
be increasingly important over the next five to 10 years include
environmental issues and integrated reporting, IT knowledge
and IT application, critical analysis thinking and interpretation,
restructuring and reorganisation. ■
Sarah Perrin, journalist
For more information:
See more on Professional accountants – the future at
accaglobal.com/thefuture
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An ethical approach

As part of our series of articles exploring the trends most likely to shape technical areas of
the profession over the next decade, we look at the impact on governance, risk and ethics

G

ood corporate governance is now widely accepted to
be vitally important for creating market confidence
and business integrity, enabling companies to access
equity capital for long-term investment. It aims to improve
shareholder value by achieving growth and profitability
within appropriate risk and control boundaries, while
balancing the need for organisations to be accountable to a
growing range of stakeholders.
Professional accountants carry out a range of roles in relation
to governance – for example, in external or internal audit, in
managing risk and developing internal controls – while also
abiding by professional and corporate ethical frameworks. These
roles will continue to be vital for organisational success in future,
according to ACCA’s research report, Professional accountants
– the future, which draws on extensive feedback from ACCA
members gained through workshops held across the world.

Responding to change
Interest in what makes for good corporate governance has been
high since the 1990s. Financial fiascos and corporate failures
such as Arthur Andersen and Enron in the US revealed the
weaknesses in existing governance procedures and frameworks.
Globalisation, economic volatility and the rise of data-driven
stakeholder activism have only served to increase the focus
placed on corporate governance and risk management.
Professional accountants in the governance field face many
challenges as organisations and workforces become increasingly
global and mobile. Individuals sometimes encounter a gap
between ethical theory and reality. Professional accountants face
particular challenges when working in countries where bribery
and corruption are widespread or where local cultural traditions

Expert views
‘In the old days, you could set simple ethics rules that
applied across your organisation. Now you have to
develop a set of ethical core values that you can apply
everywhere in the world.’
Arthur Lee FCCA, assistant president, CGN New Energy
Holdings, Hong Kong
‘As complexity increases, better ethical behaviour is
needed and the principles come into play rather than the
procedures around them.’
Rashika Fernando, director, enterprise project portfolio
management office, CIBC, Canada
‘The board of directors and board committees are where
all policies are made and people are nominated. If the root
structure goes wrong, the upper part cannot be sound.’
Marisa Wu, head of finance and senior VP, DBS Bank, China
‘How ethics is handled has a bearing on the long-term
sustainability of the company. A CFO, as risk manager,
must understand how it affects the company.’
Yee Wing Peng FCCA, MD, Deloitte, Malaysia
‘Things change, people change, values change and a lot
of external factors affect a person. But when it comes to
ethics, the profession needs a gold standard.’
Wayne Soo, managing partner, Fiducia, Singapore

Top 10 competencies in governance

*
*
*
*
*
*
*
*
*
*

Corporate governance
Risk management
Professional and corporate ethics
Technology awareness and application
Communications
Board directors and committees
Professional scepticism and critical thinking skills
Internal control, review and compliance
Global perspective
Long-term and holistic perspective

Accounting and Business 09/2016

GL_I_PATF2.indd 38

19/07/2016 11:13

39

Governance, risk and ethics | Insight

in relation to religion, ethnicity and politics can conflict with
otherwise widely accepted governance practices.
Emerging frameworks for corporate social responsibility and
integrated reporting might help close the theory-reality gap and
help to improve corporate governance and risk management.
The management of non-financial risk in areas such as strategy,
operations, technology and reputation is also becoming more
important for professional accountants. Individuals are expected
to develop a broader perspective of risk, with ACCA’s research
finding strong support for the Enterprise Risk Management
(ERM) Framework of the US Committee of Sponsoring
Organizations of the Treadway Commission (COSO).
Developments in technology are also having an impact,
changing the way that professional accountants can work
by creating new opportunities for virtual collaboration and
data analysis. At the same time, the spread of social media is
supporting increased stakeholder engagement and activism,
which needs to be monitored and managed. Virtual and cryptocurrencies are also creating new challenges. For example,
how should companies that accept bitcoin payments conduct
compliance checks on the sources of the funds?

Planning for action
Participants in ACCA’s workshops believe that professional
accountants in governance, risk and ethics-related roles will
need new skills to meet the changing demands made of them. In
general they will need to hone the technical and critical-thinking
skills that underpin their professional scepticism.
Not surprisingly, corporate governance tops the list of areas
where specialist skills are expected to be most important over
the next five to 10 years (see box). Individuals will need a sound
understanding of what makes for good corporate governance
both at the macro and company level. They will need to keep up
with evolving codes and be able to apply best practice.
Competency in professional and corporate ethics will also
be vital. ACCA workshop participants saw value in professional
bodies embedding ethics throughout their syllabuses and
in employers supporting the development of personal and
corporate ethics through more on-the-job training and guidance.
Given the increasingly high-tech world, awareness of new
technology and the capability to apply it will also be increasingly
important to professional accountants in governance, risk and
ethics-related roles. Expertise in business intelligence and data
analytics could improve risk identification and mitigation, for
example. The ability to use sophisticated graphics, video and
other visual and interactive online tools could improve the
reporting and presentation of important information.
Other key competencies considered of high importance over
the next five to 10 years include communication ability (to help
professional accountants manage relationships and balance
conflicting interests), professional scepticism, critical thinking
and the ability to take a global as well as a long-term and holistic
perspective. Professional accountants in governance, risk and
ethics-related roles are also expected to need expertise in
establishing, maintaining and reviewing internal control systems

Deep dives
Key technical areas highlighted in
Professional accountants – the future to be
explored in this and future editions of AB
Introduction (AB June 2016, page 12)
Audit and assurance (AB July 2016, page 36)
Corporate reporting (AB July 2016, page 38)
Financial management (AB September 2016,
page 36)

➠ Governance, risk and ethics
Strategic planning and performance
management (AB October 2016)
Tax (AB October 2016)
for financial and non-financial risks and reporting, as well as a clear
understanding of the role of board directors and committees.
Alongside the top 10 competencies, workshop participants
identified multiple additional skills and attributes that
professional accountants working in governance, risk and ethicsrelated roles will need to develop over the next five to 10 years.
These include the ability to prioritise and simplify complexity,
innovation, a more forward-looking perspective, presentation
skills, engagement with stakeholders, legal skills and the
confidence to challenge. They will also need to understand
existing and emerging concepts of risk and approaches to risk
management, keeping a particular eye on ERM developments. ■
Sarah Perrin, journalist
For more information:
See more on Professional accountants – the future at
accaglobal.com/thefuture
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Finding the right path

A plethora of different guidance for reporting on sustainability has left CFOs floundering.
What could make them take ownership of this important issue? Ramona Dzinkowski reports

G

iven the central role of the
finance function in measuring,
reporting and managing
the value of a company, it’s not
surprising that the role of the CFO
in managing and reporting on
corporate sustainability is growing,
albeit, some may argue, at too slow
a pace. In its 2013 survey, CFOs and
Sustainability, Deloitte reported
that 73% of the CFOs polled saw a
strong link between sustainability
performance and financial
performance.
When asked about their own roles,
however, only 43% were called upon
as a matter of course to help set
sustainability strategy, and only 45%
were always involved in strategy execution. These results show
a marked increase in involvement compared to the previous
year – in 2012 27% of CFOs were always involved in setting
sustainability strategy, and 32% in its execution.

So what might explain the
reluctance on the part of finance chiefs
to embrace sustainability reporting as
their domain? First, we recognise that
the office of the CFO has a very broad
and expanding range of accountability.
Aside from already having enough
to do, the answer may lie in the fact
that when it comes to standards for
sustainability reporting, there are just
too many cooks in the sustainability
standards kitchen.
Originally, sustainability
reporting meant ‘accounting for
the environment’, beginning with
estimating contingent liabilities
associated with environmental damage.
However, over the past 20 years, its
scope has grown dramatically to include, for example, social
and human rights issues (such as conflict minerals disclosure)
and diversity factors. As KPMG has revealed in Carrots and
Sticks, its latest review of evironmental, social and governance

A surge in
sustainability
reporting
requirements
has resulted in
383 instruments
being applied in
64 countries

Examples of duplicated requests for information
High-level disclosure subject

Specific disclosure requests

Requirement

The nature and activities of the business

The principal activities of the business
during the course of the year

UK Companies Act, section 416(1)(b)

The nature of the business, including its
structure and how it creates value

IASB Management Commentary
Practice Note, para 24a and 26

The organisation’s brand, products,
services, locations, ownership, legal
form, markets served, number of
employees and operations, etc.
What does the company do and what
are the circumstances under which it
operates?

Source: ACCA/CDSB, Mapping the
sustainability reporting landscape: Lost
in the right direction

Please give a general description and
introduction to your organisation

GRI G4 3-10

IR Framework, para 4.4

CDP CCO.1
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(ESG) reporting, there has been a surge in
▲ Inundated
or governments/state-owned enterprises.
sustainability reporting requirements, guidance
The Wave sculpture by
This includes instruments like the Guidance
and frameworks, resulting in roughly 383
Wren Miller, made using
Regarding Disclosure Related to Climate Change
different reporting instruments being applied in
2,200 plastic bottles, was
issued by the US Securities and Exchange
64 countries in 2016, 248 of them mandatory and
commissioned to launch
Commission in 2010. Over the same period, the
135 voluntary. This compares with 35 mandatory
BRITA’s sustainability
number of instruments specifying disclosure in
and 25 voluntary instruments in 2006.
campaign
the annual report had increased by almost 100%.
These instruments include regulation and
A research paper recently released by ACCA/
policies like sustainability reporting requirements issued by
Climate Disclosure Standards Board (CDSB), Mapping the
governing bodies or governments, financial regulators or stock
sustainability reporting landscape: Lost in the right direction,
exchanges; self regulation by industry following specific industry
congratulates the many organisations weighing in on ESG
frameworks; guidance or recommendations for public reporting
reporting, but also reveals some unintended results of too
on a single topic like greenhouse gas emissions; voluntary
many cooks in the kitchen.
standards and guidelines for sustainability reporting such as
More specifically, the report concludes: ‘The disparate
the Global Reporting Initiative (GRI) or the US Sustainability
reporting practices that have arisen from a multiplicity of
Accounting Standards; and standards on sustainability assurance. reporting requirements dilute or impair the usefulness of
Stock exchanges and financial market regulators have
information for readers, and may lead to distorted views of
become increasingly active in issuing disclosure requirements,
corporate performance, inaccurate valuation and difficult
accounting for roughly one-third of all sustainability reporting
decision-making.
instruments reported in the study. Between 2013 and 2016, the
‘Some organisations complain that the many and various
number of reporting instruments from this group has roughly
actions that are being taken to move corporate reporting into
doubled from 23 to 44. Overall, one in three instruments
a new era have resulted in a patchwork, labyrinth or jigsaw
apply exclusively to large publicly listed companies, and
of reports, frameworks, protocols, codes and standards that
the remaining two-thirds apply to either all companies
impose sometimes conflicting and sometimes duplicative

»
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▲ Drilling down

There is growing
evidence to
suggest that the
finance function
has the most to
contribute to the
sustainability
agenda

Goldcorp working the
Cerro Negro project
in Argentina inside the
Eureka vein

pass, there is growing evidence to suggest that
it is indeed the finance function that has the
most to contribute to the sustainability agenda.
According to Brent Bergeron, executive vice
A gold star in sustainability accounting
president of corporate affairs and sustainability
at Canadian based Goldcorp, one of the
In June 2015, Goldcorp was named one of Canada’s 50 Most Socially
world’s largest producers of gold, the finance
Responsible Corporations by Sustainalytics, an independent provider of
function in his company is inextricably linked
environmental, social and governance (ESG) research to institutional investors
to its sustainability agenda. Site reclamation
and financial institutions. In 2014, Goldcorp (now headed by former Canadian
and ‘externality management’ is a significant
CFO of the Year, David Garofalo) was awarded the Excellence in Corporate
liability/cost for responsible gold mining
Reporting Award, and received an award for the best corporate sustainability
companies, he says, and the finance function
report from the Finance and Sustainability Initiative.
naturally has a central role in planning for
Brent Bergeron, executive vice president of corporate affairs and
contingent liabilities. For example, in 2014
sustainability at Goldcorp, notes that sustainability management and
Goldcorp secured a bond in the amount
reporting has undergone a transformation at the company, evolving from
of US$40.1m to cover 100% of the closure
what was mainly a PR exercise into one central to the group’s value-creating
obligation related to its Elenore mine site in
capacity. ‘When I first joined Goldcorp about five years ago, the impression
northern Quebec (see box, left).
was that our ESG reporting was a little bit geared towards our reputational
As to how the finance function and
strategy. Today we tend to think of sustainability factors as affecting the value
sustainability interact, Bergeron explains that
of our assets.’ For example, he adds, every project competes for capital
it’s a collaborative effort. ‘We integrate the
within the company, so ‘we have to be able to do this in a way that allows us
finance team to access the metrics that we
to demonstrate how any investment on the sustainability side will be able to
require to be able to make changes to our
reduce the amount of risk that we have over the life of our mines. We have to
sustainability objectives. They are quite involved
make sure that the finance department is right with us, is able to quantify the
in working on the proposals for any type of new
level of investment we need to make, the related risks, and how those types
sustainability solution, basically letting us know
of investments are going to benefit us over the long term.’
how this new solution or project will actually
derive value over the life of a mine.’
Whether or not the standards-setters/
requirements on organisations but do not result in information
framework developers are getting closer to a specific roadmap
that is any more useful for users. Companies feel that this
for sustainability reporting, Bergeron says the GRI is heading
presents them with undue reporting burdens and multiple
in the right direction: ‘I think it’s on the right road, and it’s just
dilemmas.’
a matter of not having competing processes or competing
The table on page 40 demonstrates the overlap of
organisations when it comes to doing this. Modernising some
information requirements from several sources.
of the existing standards that have been adopted by a large
While the ACCA/CDSB report helps to illustrate why many
number of industries right now is probably the focus that should
CFOs might want to give sustainability/ESG reporting a wide
be played out.’
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With the creation of the Global Sustainability
▲ Force be with you
easier and users will be able to analyse it to make
Standards Board (GSSB), an independent
Activists of international
correlations and participate in discussions.’
operating entity under the auspices of the
civic NGO Avaaz dressed
As to how coherence might be achieved in the
GRI, work is in progress to transition from the
as Star Wars characters
ESG reporting territory, ACCA recommends ‘the
G4 Sustainability and Reporting Guidelines to
protest on the last day
development of a “model sustainability reporting
GRI Sustainability Reporting Standards (GRI
of the United Nations
convention”. In the same way that financial
Standards). According to Eric Hespenheide,
conference on climate
reporting approaches have been standardised
chairman of the newly created board, what
change, COP21, in Paris
as International Financial Reporting Standards
the GSSB hopes to accomplish is to make
in December 2015
through the work of the International Accounting
the transition from the G4 guidelines to an
Standards Board, an equivalent approach to the
interrelated series of sustainability reporting standards.
development of sustainability reporting standards might promote
Following an extensive public comments period, he
reporting coherence through convergence on shared reporting
explains, the GSSB will issue that initial set of standards by the
requirements, measurement approaches and policy objectives.’
third calendar quarter in 2016. Concurrently, it is preparing to
All of which may ultimately help to move the sustainability
begin its sector standards work, which will draw on what the
agenda to the office of the CFO. ■
US Sustainability Accounting Standards Board (SASB) and
others have done. However, he adds, ‘our sector approach will
Ramona Dzinkowski is a Canadian economist and editor-in-chief
be appropriate for an international audience and the sector
of the Sustainable Accounting Review
standards will be developed inclusively with input from a very
wide range of stakeholders’.
For more information:
Ultimately, the GRI predicts a new format for sustainability data
exchange using search engines, and according to Nelmara Arbex,
Read the ACCA/CDSB report Mapping the sustainability
chief adviser on innovation in reporting at GRI: ‘The next generation
reporting landscape: Lost in the right direction at
of reporting will be digital so access to this information will be much
bit.y/ACCA-Lost
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Career boost

Moving swiftly up the promotion ladder demands more than simply doing a good job,
says our talent doctor Rob Yeung; plus the perfect etiquette for requesting a pay rise

Talent doctor: promotion

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
I recently gave a presentation at a
conference and met someone I’ll call
James, an accountant who became
finance director of a mid-sized tech
company before he turned 30.
Why do such individuals get
promoted so quickly while others
languish in their careers? From my
experience, I offer three observations.
Move up or move on. James has
worked in five different companies over
the course of his 10-year career to date
– in consumer goods, pharmaceuticals,
fund management, retail and now
technology. He has been aggressive
in his career moves. However, I
recommend to clients as a general
principle that they should be moving
up the ranks or on to a different

employer every two to three years.
Once you have learnt enough about
a role or industry, push for further
responsibility with that employer. Or at least
move on to a new part of the business or a
different client group.
Don’t allow your career to stagnate if
your current employer is unable to give
you the development that you want.
Speak to recruiters. Network to find other
opportunities. Apply for other roles and
move on.
Don’t assume that simply doing a good
job will get you promoted. It won’t.
Doing what is required of you is just the
baseline, the minimum requirement for
any role.
To get noticed, aim to work on projects
that make a bigger impact. Look around

you at the projects the people who
have the next job you want are doing.
Then make a plan to get involved and
grow your skills.
For example, I work with a young
lawyer who makes a career plan every
New Year for the six months to June.
Then she reviews her progress and
formulates a plan to the end of the year.
Build your social capital. No doubt
you have read about the importance of
networking and heard the adage that
success is more about who you know
than what you know. Or you may have
felt bruised when promotions seem to
go to colleagues who play office politics.
All these observations point to the
fact that relationships really matter.
If you know more people within
your own organisation, you will hear
about exciting projects or worrying
developments more quickly. If you
meet with more people outside your
organisation, you will discover new
techniques or technologies too.
So make it a priority to build your
social capital – your ability to ask for
advice and favours from others. Spend
at least a couple of hours every week
meeting someone new or reinforcing a
relationship. Set up breakfast or lunch
meetings. Invite acquaintances to
attend conferences and workshops with
you. Remember that people can be
more of an asset to your career than the
knowledge you have in your head. ■

Get a leg up
Watch Dr Rob Yeung
expand on these themes at bit.
ly/ACCA-Yeung6

For more information:
talentspace.co.uk
@robyeung
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Big Four Brexit boost
Britain’s exit from the EU means
big business for the Big Four
accounting firms as they advise
their clients on the implications.
KPMG appointed Karen Briggs,
one of its most senior partners,
to the newly created role of
‘head of Brexit’ two weeks after
the referendum, with a range
of experts to support her.
Meanwhile, Deloitte, EY and
PwC have also set up teams
to help clients navigate the
uncertainty that will accompany
the UK’s negotiations with the
EU. The Big Four could also
play a pivotal role in the trade
negotiations between the
UK civil service and Brussels.
Jeremy Heywood, the cabinet
secretary and the most senior
civil servant in the UK, has held
talks with EY and KPMG, and
with consultancy firm McKinsey,
to establish which skills and
expertise the private sector
could provide as trade talks
unfold. The fees the firms earn
from Brexit will help offset their
likely reduced income from
M&A advisory work. Thomson
Reuters found that M&A
volumes in Britain ahead of the
June referendum were down
by more than 70% compared
with the previous year.

Singapore seeks temps
Finance and accounting
professionals are among
the most highly sought after
contractors in Singapore,
according to research by
Page Personnel. Temps
with knowledge of financial
services, IT, and secretarial and
office support are also in high
demand, the recruiter found.
Employers favour contractors
because they have specialised
skills, a high level of education
and significant experience.
They are also flexible and able
to work autonomously. Overall,
56% of contract employees in
Singapore have more than 10
years’ qualified experience,
while nearly half (49%) of
employers are recruiting temps
for positions that are usually

The perfect: way to request a pay rise
Pay review season is the time of year when the expectation gap between employee and
manager is most visible. Both sides have their own vision of how the negotiation should go
and it’s rare that they coincide.
‘Some employees ooze confidence,’ says Teresa Boughey, founder and CEO of
Jungle HR. ‘They breeze into your office and, in just a few words, highlight that as key
performance indicators have been achieved and targets smashed, it’s only right they be
awarded a pay increase that far exceeds the agreed departmental budgetary percentage
increase. And, while it may be hard to argue that they have achieved all financial targets
set, they have meanwhile wreaked absolute havoc with colleagues and customers along
the way.’
Then there are the those individuals who would campaign passionately for a pay rise
for their team, but when it comes to themselves, remain almost mute. ‘These are the
individuals who expect their managers to be fully in tune with what a given percentage
actually means to them in terms of recognition for their hard work and commitment. And
what they seek rarely comes down to
money in any case,’ says Boughey.
‘For a perfect pay
rise request,
take some
charisma,
a spoonful
of bravery
and stir with
KPIs achieved.
Cover with
leadership
behaviours
and bake for
at least six
months.’

filled by permanent employees.
The study also found that
employers are becoming more
demanding of their contractors,
expecting them to have good
communication skills and the
ability to get a lot of work
done in a short space of time.
Mellissa Mayne, associate
director, Page Personnel
Singapore, said: ‘Due to the
changing economic landscape,
Asia has seen an increased
demand for professional
and qualified contractors.
Expectations of contract
staff have also risen. They’re
expected to do more in less
time, have better educational
qualifications and be able to
work independently.’

Promotion ≠ pay rise
Australian finance
professionals who get
promoted cannot assume

that they will earn more as
a result. In a survey of 300
CFOs and finance directors
in Australia, recruiter Robert
Half found that only 13%
of business organisations
always provide a pay rise
following a promotion.
Nearly a fifth (17%) of large
companies are more inclined
to increase pay as a matter
of course when promoting
an employee, compared with
just 11% of SMEs. There are
various reasons why a pay rise
doesn’t always accompany a
promotion. Almost two out
of five (39%) finance leaders
say the primary reason for
promoting without a salary
increase is that they want
to assess an employee’s
performance before increasing
their pay. Three out of 10
argue that the business lacks
the financial resources to

increase salaries, while 10%
say an employee who was
overpaid in the first place
won’t receive a pay rise for
taking on more responsibility.
But it seems employers are
taking a risk by not increasing
pay in these circumstances.
David Jones, senior managing
director at Robert Half Asia
Pacific, said: ‘Being expected
to complete more – or more
complex – tasks, or having
a more senior title without
a corresponding rise in pay,
can significantly impact
an employee’s motivation.
This, in turn, can fuel an
employee’s desire to leave the
organisation.’ ■
Sally Percy, journalist
For more information:
accacareers.com
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CPD
Get verifiable CPD units
by answering questions
on this article at
accaglobal.com/abcpd

Latent patent

Most of us will have heard of Airbnb, but what lessons in
funding and entrepreneurship can the upstart teach other
potential disruptors, asks Tony Grundy

W

hy do I need a home office when 99% of my
information is on my laptop? What can I do with
my children’s empty bedrooms while they’re
away at university for most of the year? Many of us have
underutilised space at home that we could be using to
generate cash, supplement our pensions and become part of
the sharing economy. It’s all the rage.
Airbnb is a leading example of how the sharing economy
can transform lives and disrupt an entire sector. Searching the
accommodation supplier’s website for space to rent in my local
area in south London, I found seven rooms and one flat within a
mile of my house. At the average rental less the average Airbnb
fee, my three rooms could bring in £100 a night. At an assumed
50% occupancy, that would be £350 a week or £1,500 a month.
As with operators in any open market, Airbnb is about
matching supply with demand. But Airbnb is lean, keeping
its overheads to an absolute minimum simply by providing a
platform to facilitate that transaction and charging a commission
on it. In addition, it has tapped into a supply and demand that
is latent and where the value created is shared fairly between
supplier and customer. It has also proved that it is possible to
detect a new business model in everyday human experience.
It all started in 2008 when two friends, Brian Chesky and Joe
Gebbia, decided to capitalise on the shortage of hotel rooms
due to a big conference taking place near Gebbia’s San Francisco

flat. Struggling to meet their own rent on their loft room, they
rented out space on airbeds (hence ‘Air’; ‘bnb’ refers to ‘bed and
breakfast’). They were soon joined by Nathan Blecharczyk and so
began the experience of exponential growth that has been eating
into the hotel market.
Their means of obtaining some start-up capital was
novel. After maxing out their credit cards, the founders
decided to launch a cereal brand to chime with the times.
This was during the 2008 US presidential campaign, and they
sold ‘Obama O’s’ and ‘Cap’n McCain’s’ at US$40 a pack; they
made over US$30,000.
Many others are rushing to embrace this business model of
using latent supply – Uber (taxis), BlaBlaCar (car sharing – see AB,
June 2016), Groupon (vouchers for leisure activities), Empty Leg
(private planes) and Purplebricks (estate agency). The businesses
themselves are often simply platforms to connect customers with
the service supplier but are becoming increasingly sophisticated,
enabling two-way feedback, which helps quality control and trust.
As can often be found with disruptors, they are not afraid
to turn carnivore and make acquisitions. For example, in the
German market Airbnb bought NabeWise, a business providing
tourist information. For Airbnb, organic and acquisitive
development are not mutually exclusive but complimentary.
As in all of these examples we also notice the dynamic
nature of competitive advantage; these business are
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constantly upgrading their functionality and adding value.
And they need to. Recently there has been evidence of
more established brands spotting an opportunity to take on
the disruptors at their own game, such as Ryanair recently
launching a service that allows air passengers to book hotels
and private rooms; the airline says it aims to become the
‘Amazon of the skies’.
What may be needed in the future to protect dominant
market share and a healthy operating profit margin, and to
promote further growth, are:
continuous product and service innovation and new value
creation to widen margins inch by inch
improving customer service
deep thinking to evaluate new strategies, and prioritisation
and phasing of global development plans
local tailoring of the service
continued scanning for potential competition
making the brand more familiar and meaningful
reviewing the board to ensure that the business doesn’t
outgrow the skills of the original founders.
In terms of management theory, Airbnb’s strategic situation is
highlighted by the ‘resource-based theory’ (RBT) of competitive

*
*
*
*
*
*
*

advantage. RBT suggests that strategic performance is improved
by identifying the distinctive – and hard to imitate – resources
and skills an organisation has. In Airbnb’s case, that is:
continuous product development
low costs
speed
agility
first-to-market advantage.
These might look a little brittle and, as we have seen with
Ryanair’s new proposition, this dominance will be challenged.
But as a customer or supplier, or both, for now I will enjoy this
cunning breakthrough. ■

*
*
*
*
*

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

Take one
Accounting and Business has produced a series of video interviews with ACCA members from
around the world. See how they bring their professional skills to bear in their varied roles

*
*
*
*
*
*
*

CFO of Singapore’s Land Transport
Authority Alice Tan FCCA on her
career journey
Senior vice president of finance at Atlantis The
Palm Conor Lawler ACCA talks about life at
Dubai’s iconic resort
Senior continuous improvement practitioner
at Shell US and ACCA USA vice chairman
Siobhan Pandya FCCA on thinking big
CFO of England Rugby Steve Brown FCCA
talks rock bands and the Rugby World Cup
Partner at PwC Nigeria Taiwo Oyedele FCCA
on making it to the top in Nigeria
ACCA president Datuk Alexandra Chin FCCA
describes her inspirational journey
EY Singapore partner Gajendran Vyapuri
FCCA talks about the global mobility that his
role and the ACCA Qualification afford him

Watch our
series of
interviews
with
high-profile ACCA
members at
bit.ly/abinterviews

Have you got an interesting story to tell? Get in touch abeditor@accaglobal.com
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Beating the meeting

It’s never too late to change the way you work in order to maximise your potential. In the
first article in a series on winning work habits, David Parmenter shares some observations

T

here are a number of changes you can implement to
make yourself and your team more effective. Some
might seem counter-intuitive, but nonetheless the
following are worth considering:
Ban morning meetings for the finance team and avoid having
meetings during your most productive time. I fail to see why
CFOs feel the need to have meetings with their direct reports
at 9am on a Monday; these are often are followed by more
meetings as the debriefing is passed down the chain. Why not
have this meeting at 4:30pm on a Friday? It would certainly be
a quick one.
Work in one-and-half to two-hour blocks. Book blocks of time
in your diary so that you can work in multiple blocks of time
on service delivery activities such as future-orientated tasks,
client-focused activities, and projects to improve service levels
and workload. Meetings to be held later in the day would be
slotted into block time periods as well. This will create a more
relaxed and successful goal-scoring day for you.
Have ‘action meetings’. Many meetings are totally flawed,
held because they have become a ritual. Their fundamental
purpose has long been forgotten. The problem has been that
the training has not looked at all the core reasons for failure.
The action meetings methodology (actionmeetings.com)
addresses the real reasons behind dysfunctional meetings and
suggests ways to bring about significant improvement.
Get people properly into and out of the meeting. This is
done through the introduction of a ‘first word’ and ‘last word’,
where attendees briefly say what state they are in. The first
words could be ‘I am very time challenged and this meeting
is last thing I need,’ to a last word, ‘This meeting once again
promised little and delivered nothing’ or ‘I look forward to
receiving Pat’s report and working with the project team’. The
key is that attendees can say anything about how they feel at
that point; their comment should remain unchallenged.
Have an agenda constructed around outcomes. This involves
the use of precise wording about meeting outcomes, which

Next steps
1. Analyse all the meetings attended by finance team
members in the last two weeks and cost out the time
2. Visit actionmeetings.com to discover more about this
methodology
3. Email me (parmenter@waymark.co.nz) for more
instructions on how to hold action meetings

*

*

*

*

*

*

*
*
*

should provide focus and the ability to easily check whether
an item has in fact been completed. One major benefit of
establishing meeting outcomes worded in this way is that
requested attendees should not attend if they do not think
they can add value or assist in achieving the outcomes.
Allow meetings to be participant-owned, not chairman-owned.
All attendees should be trained in the new methodology so
meetings are owned and policed by all participants and are
less reliant on the capability of the chairman.
Once an outcome is closed, it remains closed. During the
meeting, remind anyone who is opening a closed item that it
has in fact been closed.
Park non-related issues. Any issues raised that are not related
to the outcome under discussion should be tabled for another,
future discussion.
Write action steps. These should be crafted carefully and
shared on a platform that all can access so that everyone can
follow the progress. ■

David Parmenter is a writer and presenter on measuring,
monitoring and managing performance
For more information:
davidparmenter.com
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CPD
Get verifiable CPD units
by answering questions
on this article at
accaglobal.com/abcpd

In the spotlight

Graham Holt outlines some of the activities of ESMA and
European enforcers when examining compliance with IFRS

Disclosure practices
vary across industries
and countries. There
is debate about
how to achieve
transparency and
international
comparability,
and the analysis
of disclosure
practices and
the potential
economic
consequences
is a major
accounting
issue.

This article provides
an overview of some of the
activities of the European
Securities and Markets
Authority (ESMA) and
the European enforcers,
when examining financial
statement compliance with
International Financial
Reporting Standards (IFRS)
by listed entities. ESMA
identifies common
enforcement
priorities on an
annual basis in
In 2015, ESMA
order to guide
analysed a sample
enforcers.
European
of 189 issuers
enforcers examined
from 26 European
the interim or
Economic Area
annual financial
statements
countries selected
of around
by European
1,200 issuers,
representing
enforcers
around 20% of all
IFRS issuers. As

a result, European enforcers
took actions addressing
material departures against
273 issuers. The main
deficiencies were identified
in the areas of financial
statements presentation,
impairment of non-financial
assets and accounting for
financial instruments.
In 2015, ESMA analysed
a sample of 189 issuers from
26 European Economic
Area countries selected by
European enforcers. The
assessment related to:
1. the application of the
accounting requirements
on the preparation of
consolidated financial
statements
2. the financial reporting
by parties to a joint
arrangement and
related disclosures
3. the recognition and
measurement of deferred
tax assets.

The sample was drawn
from diverse sectors and
from issuers with market
capitalisations of less than
€50m to greater than €750m.

Priorities
In its 2014 common
enforcement priorities, ESMA
included priorities relating
to IFRS 10, Consolidated
Financial Statements, and
IFRS 12, Disclosure of Interests
in Other Entities. The areas
selected were those where
the application of these
standards was expected to
cause issues for entities.
These included sections
where the use of judgment
is required or where there
were significant differences
between the requirements
included in IFRS 10 and the
previous standard IAS 27,
Consolidated and Separate
Financial Statements.
ESMA looked at a sample
of 103 issuers who had

»
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holdings in entities where the
determination of control was
highly judgmental and/or
who had recognised material
non-controlling interests in
their 2014 consolidated
financial statements. The
results were interesting.
In 11.55% of cases,
the issuers consolidated
entities on which they
had less than a majority
of voting rights held.
The existence of a
shareholders’ agreement
or a majority in the board
of directors were some of
the justifications given for the
consolidation of the entities.
Other justifications were the
commercial dependence of
the investees, the ability to
direct the relevant activities
or a combination of different
reasons. Where an entity is
consolidated with less than a
majority of the voting rights,
the issuers should comply
with IFRS 12 by providing
entity-specific information
on the significant judgments
and assumptions used. The
objective of IFRS 12 is to
require the disclosure of
information that enables
users of financial statements
to evaluate the nature of,
and risks associated with,
its interests in other entities
and the effects of those
interests on its financial
position, financial performance
and cashflows.
Where the disclosures
required by IFRS 12, together

with those required by
other IFRSs, do not meet the
above objective, an entity is
required to disclose whatever
additional information
is necessary to meet the
objective. However, 43% of
the sample did not provide
the required information to
justify power over the investee
and 58% did not provide the
required information on the
ability to use their power
over the investee to affect
the amount of the
investor’s returns.
Additionally,
in 13% of cases,
the issuer did
In 13% of cases,
not consolidate a
material investee
the issuer did
in which they held
not consolidate a
more than 50% of
material investee
the voting rights. A
significant number
in which they held
of these entities
more than 50% of
justified the nonconsolidation on
the voting rights
the grounds of
the existence of a

Actions

contractual agreement
between shareholders
establishing joint control or
providing the control to other
significant shareholders.
IFRS 12 requires a
reporting entity to disclose
information for each of its
subsidiaries that have noncontrolling interests that
are material. Of the sample
chosen, 56% had material noncontrolling interests. However,
there were disclosure
elements missing from this
sample such as information on
the dividends paid and on the
revenue and profit or loss of
the subsidiaries.
Approximately one-third
of the issuers changed their
consolidation method on
complying with IFRS 10 for the
first time, but 30% of these
issuers did not disclose the
changes in their accounting
policies in accordance with
IAS 8, Accounting Policies,
Changes in Accounting
Estimates and Errors.

Following the review,
European enforcers took
enforcement actions against
20 entities. The entities
either made public corrective
notes, mainly relating to the
application of the notion
of control or corrections
in future financial
statements, which
were mostly related to
omissions of disclosures
required by IFRS 12.
As regards the first
application of IFRS 11, Joint
Arrangements, and IFRS
12, in 2015, the assessment
of compliance with these
standards was undertaken
on a sample of 54 issuers for
which joint arrangements were
material. Around 40% of the
issuers had material joint
operations with a
significant majority
structured
through a
separate vehicle.
As a result, these
entities should have
provided entity-specific
information on material
joint arrangements.
However, only 25% of the
issuers disclosed sufficient
information to enable the
assessment of whether the
parties had direct rights to the
assets or direct obligations
for the liabilities of the joint
arrangement. In addition, the
information needed to enable
users to evaluate the nature,
extent and financial effects of
interests in joint operations was
often found to be inadequate.
The majority of these
issuers changed their
accounting policies following
the first application of
IFRS 11 and disclosed the
impact of these changes in
accordance with IAS 8. In
addition, 30% of the issuers
in the sample disclosed
changes in the classification
of joint arrangements from
a joint-controlled entity (IAS
31, Interests in Joint Ventures)
to a joint operation (IFRS 11),
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but only 25% of these issuers
provided complete disclosure
on the relevant factors, which
caused the reconsideration
of the relationship. Because
of the examination of the 54
issuers, European enforcers
took 10 actions, mainly related
to the classification of joint
arrangement or missing
disclosures required by IFRS 11.
The assessment on the
application of the IAS 12
requirements relating to
deferred tax assets and
uncertain tax positions was
based on a sample of 73
issuers with material-deferred
tax assets or uncertain
tax positions.

Assumptions absent
A total of 66% of the issuers
recognised material-deferred
tax assets arising from unused
tax losses but 31% of these did
not disclose any information
on the nature of the evidence
supporting the recognition

of the deferred tax assets.
Even where issuers did, the
assumptions used were not set
out in 60% of cases. According
to IAS 12, the existence of
taxable temporary differences
is merely an indicator, not
actual evidence, that future
taxable profits are probable.
IAS 12 requires that there are
future taxable profits. If the
entity expects to incur further
tax losses, the reversing taxable
temporary differences will not
give rise to taxable profit and
the tax losses carried forward
should not be recognised.
IAS 12, Income Taxes, states
that the existence of unused
tax losses is strong evidence
that future tax profit may not
be available. As a result, issuers
should disclose the amount
of the deferred tax asset and
the evidence supporting its
recognition where the entity
has a recent history of losses.
However, only 50% of the
sample that had recognised

deferred tax assets disclosed
the main judgments used
when assessing the time for
recoverability. As a result of
the examination of 73 issuers,
enforcers took 10 actions.
Actions have been taken
against a quarter of the issuers
included in the sample of 189.
In many cases, actions cover
several areas of the same set of
IFRS financial statements.
ESMA and European
enforcers identified
enforcement priorities in
advance of the preparation,
audit and publication of
the 2015 IFRS financial
statements. These focused
on the impact of the financial
markets conditions, the
statement of cashflows and
related disclosure, and the
fair value measurement of
non-financial assets and
related disclosures.
ESMA and European
enforcers regularly discuss
issues relating to the

application of IFRS. Recently,
they have discussed the
application of the fair value
measurement according
to IFRS 13, Fair Value
Measurement. Issues
arose which related to the
assumptions used when
measuring non-financial
assets and the determination
of the notion of ‘highest
and best use’. The number
of accounting issues
discussed by the enforcers
before taking decisions
increased significantly to 65
in 2015 as opposed to 47
in 2014. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
Business School
For more information:
www.esma.europa.eu
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Technical update

Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly roundup of the
latest developments in audit, financial reporting, tax and law

Reporting
Revaluation reserve
Following the feature in the last
issue of AB on common issues
encountered on first-time
adoption of FRS 102, there
seems to be some confusion
over revaluation reserves and
when and if they should apply.
Revaluation reserves are no
longer the correct treatment
for changes in fair value for
investment properties. FRS
102 paragraph 16.7 states:
‘Changes in fair value are
recognised in profit or loss.’
The definition of an
investment property has also
changed: FRS 102 paragraph
16.2 defines it as property
(land or a building, or part of a
building, or both) held by the
owner or by the lessee under a
finance lease to earn rentals or
for capital appreciation or both,
rather than for:
use in the production or
supply of goods or services
or for administrative
purposes; or
sale in the ordinary course
of business.
The standard goes on to
highlight that a property
interest that is held by a lessee
under an operating lease may
be classified and accounted
for as investment property
and that separation is required

*
*

where there is mixed use.
Paragraph 16.4 states that
recognition will be ‘separated
into investment property
and property, plant and
equipment’.
An FRC staff education
note states: ‘FRS 102 does
not exclude from investment
properties those properties
that are let to and occupied
by group companies.’ These
would be recognised as
investment properties in the
lessor’s individual financial
statements. In the group
accounts these properties
would come under property,
plant and equipment. ‘In
certain circumstances FRS
102 permits a property held
under an operating lease to
be treated as an investment
property,’ the note concludes.
Property, plant and
equipment is the other area
where revaluation reserves
were previously common.
For these assets a revaluation
reserve still applies. On
transition to FRS 102 the option
exists for a revalued asset to
be treated as deemed cost or
to continue with a revaluation
model. FRS 102 paragraph
17.15 states that after initial
recognition, an entity measures
all items of property, plant
and equipment using the
cost model or the revaluation
model. It goes on to state that
where the revaluation model
is selected, it is applied to all
items of property, plant and
equipment in the same class.

Tax
Cybercrime
Protection of data and
protection of businesses
against cyber threats in the

wider sense is a key but easily
overlooked area. If adequate
measures are not put in place
a business may find itself liable
for data loss, reputation loss,
theft and significant business
disruption.
Cybercrime is becoming
more and more common,
with attacks ranging from the
unsophisticated to the highly
complex. Insurance companies
are increasingly asking for
specific answers about security
and many sets of terms and
conditions for cloud-based
software now include clauses
specifically highlighting the
responsibility of the business
user for data security.
All businesses need
to assess risk, establish
preventative processes and
procedures and have a plan
for what action is required if
an attack were to take place.
A useful starting point is the
government guidance Cyber
essentials, which provides
materials businesses can
download. It also contains a
short self-assessment, which
sets out security controls that
will help businesses protect
themselves against the most
common cyber threats.
Interaction with
government is increasingly
electronic: many businesses
and agents representing
businesses update key
information online, transferring
data, paying taxes and
receiving refunds based on
the data held. Where there is
concern over a cybersecurity
breach it is advisable to
check with the appropriate
government department. For
example, HMRC produces an
updated list of the latest issues
identified or reported. Where

a breach is suspected, HMRC
can be contacted via email so
action can be taken quickly.
One of the key parts of
any security plan should be an
indication of who to inform.
Typically, for a tax agent this
would be HMRC and any third
parties that may have been
affected. Contact details and
advice on how to avoid scams
can be found at bit.ly/hmrcphish-contact. See also Back
to basics, page 72.

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 pose questions to HMRC
experts across a range of
topics. A list of current and
past webinars, including
recordings on security and
cybercrime, can be found at
bit.ly/gov-webinars.

HMRC toolkits
HMRC has updated a number
of its toolkits. They include
the suite on VAT, in particular
the partial exemption, output
tax and input tax toolkits. As
ever, they include checklists for
common errors. You can find
them at bit.ly/gov_tax-toolk.

Transitional relief
The date for the withdrawal
of transitional relief on
investment growth (paragraph
59 of schedule 2 to the
Finance Act 2011) has been
extended from 30 November
2016 to 31 March 2017.
The government wants to
make sure users of disguised
remuneration schemes have
time to settle with HMRC
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before the transitional relief in
paragraph 59 is withdrawn.
You can view the technical
note at bit.ly/withdr-trans-rlf.

Lifetime allowance
As highlighted in last month’s
AB, a new free factsheet is
available that explains the
lifetime allowance. HMRC has
launched a lifetime allowance
online service, which replaces
the existing interim process,
so those who have applied
will need to make sure
their interim references
are made permanent. You
can find the factsheet and
a link to the HMRC tool at
accaglobal.com/advisory.

Exchange of information
Forty countries have agreed
to automatic exchange of
information on beneficial
ownership. Next on the
agenda is the development
of a global standard. You can
find out which countries have
agreed to the scheme at
bit.ly/aeoi-ben-own.

Access to finance
Uncertainty sends shivers
through economic and
financial institutions. Whatever
the outcome of the Brexit
negotiations, it is essential
for businesses and those who
support them to mitigate
the yo-yoing of markets
caused by the result of the
EU referendum. Regional
funders have an essential
role to play to help provide
confidence and stability to the
SME market.
‘In times like these it is
our responsibility to maintain
the liquidity of the economy,’
says Giles Thorley, CEO of
Finance Wales, one of the UK’s
largest regional investment
companies. Owned by the
Welsh government, Finance
Wales was set up as an
investment vehicle to address
the funding gap for SMEs
in Wales. The company now
includes FW Capital, a fund
manager for the North West

Brexit guidance
In the weeks following the UK’s vote to leave the EU, ACCA has been engaging with
government, finance providers and businesses to lobby on your behalf and to bring together
practical guidance, which will be regularly updated over the next five years (see A steady
course on page 16). It is very clear that business is being given a high priority and that
government departments such as the Department for International Trade have plans to
ensure business knowledge and intelligence is shared effectively throughout government.
The practical guidance which ACCA will provide for businesses includes simple measures
and suggestions. For example, in the section on business planning, evaluation and risk
optimisation for people and talent, a practical solution is that a standard message could be
sent to employees who are EU nationals, highlighting that those who have lived in the UK for
more than five years have a permanent right to reside, and also that EU nationals who have
lived continuously and lawfully in the UK for at least six years are eligible to apply for British
citizenship. The message could also reassure staff that the business is keeping areas like this
under review and is looking to optimise opportunities as they arise.
A schedule of ACCA guidance and when it will be available is at accaglobal.com/advisory.

and North East of England,
and xénos, the Wales business
angel network.
Our funds come from a
variety of public and privatesector sources. We can partner
with a wide range of investors
and support both B2B and
B2C markets. Businesses
can be assured there are still
a wide variety of financing
opportunities available to
them. We’re looking forward
to the timely launch of the
£136m Wales Business Fund
with WEFO [Welsh European
Funding Office] in late
September, which will bring

the total amount of funds we
manage in Wales to just under
£700m,’ Thorley says.
The company has a number
of portfolio funds to draw
on. Many provide specialist
support. These include the
Wales Management Succession
Fund, the Wales Property
Development Fund and the
Wales Technology Seed
Fund; an in-house technology
investment ventures team
manages funding for
technology-based companies.
Regional events are
planned across Wales in
support of the launch of the

Wales Business Fund, which
can support debt and equity
packages from £50,000 up to
£2m for SMEs based in Wales.
Find out more about the
fund at bit.ly/wbf-site.
Finance Wales’s clients
are often looking for nonexecutive directors and
finance specialists to join
their businesses, including
financial directors. If you are
interested in learning more
about the opportunities
available, please contact Lloyd
Powell, head of ACCA Cymru
Wales, at lloyd.powell@
accaglobal.com.

»
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Furnished holiday lets
You will be able to claim:
plant and machinery capital
allowances on furniture,
furnishings et al in the let
property. You can also
claim on equipment ‘used
outside the property’ under
certain conditions
capital gains tax reliefs,
including entrepreneurs’
relief and relief for gifts of
business assets
for profits to count as
earnings for pension
purposes.
An averaging election can be
made where there is more
than one property or where
some properties meet all
conditions and some fail the
letting condition.
As a reminder, a furnished
holiday let property is:
offered to let for at least
210 days a year
let for more than 105 days
a year
not occupied on a single
let for more than 31 days.
Also, don’t forget that the
changes to financing that
apply to property letting from
next April do not apply to
furnished holiday lets.

*

useful business plan
check. The basic guidance
has been supported by
ACCA and is available at
bit.ly/sell-servs-oseas.

Right to work

The Home Office has updated
the guidance, An employer’s
guide to right to work checks,
to reflect the changes in
sections 34 and 35 of the
Immigration Act 2016. The
guidance reminds employers
that section 34 has applied
since 12 July and that a person
is working illegally if they are:
subject to immigration
control and work when
disqualified from doing so
by reason of immigration
status; and
knows or has reasonable
cause to believe that he is
disqualified from working
by reason of his immigration
status at the time.
The offences fall within the
proceeds of crime legislation
and the offence of illegal
working is not limited to
working under a contract of
employment but is intended
to cover all types of work,
including apprenticeships and
self-employment.
Law
The guidance also refers
back to the checks that
Exporting services
employers have been required
UKTI has issued guidance
to undertake since 16 May
for businesses providing
2014 ‘to establish or retain an
financial, professional and
excuse against a liability for a
business services on how
civil penalty for employing a
to develop international
person who is not permitted
markets, including a
to work for you’. This includes
the 12-month
check. You can
find the updated
guidance at bit.ly/
The offence of
worker-eligibil.
illegal working
Also updated
is Guidance on
is not limited to
examining identity
working under
documents,
a contract of
which includes
images of
employment but
both valid and
covers all types
counterfeit identity
documents
of work
that employers
may encounter.

*
*

*
*
*

*
*

You can view the revised
guide at bit.ly/id-doc-fraud.

Auto-enrolment deadline
Businesses are obliged to
complete a declaration of
compliance to inform the
pensions regulator about the
actions they have taken to
meet automatic enrolment
duties. This submission has to
be made within five months
of the staging date. To ensure
compliance, it is important
to be clear who is going to
file the declaration – is it
the business or its agent?
This is a frequent reason for
non-compliance cited to the
pensions regulator. See also a
short video on auto-enrolment
at bit.ly/ACCA-autoE.

Auto-enrolment debate
The government has issued
a consultation paper to
stimulate discussion on
the future of the National
Employment Savings Trust
(NEST). The paper, NEST:
Evolving for the Future, is
broadly concerned with
how the trust might adapt
and change to meet the
needs of its members and
how the government might
modify its policy framework
to meet the challenges.
The paper is open for
comment until 28 September
and can be found at
bit.ly/nest-future.

Kind words
Watch Kate
Upcraft’s short video
on payrolling benefits
in kind at bit.ly/ACCAbens.
review period. As previously
highlighted, the statement
will also include information
on people with significant
control (PSC). For more on
PSC see last month’s AB.

Director disqualification
The High Court has
disqualified Olusegun
Samuel Adigun from acting
as a company director for 15
years, which is the maximum
disqualification allowed.
The disqualification was
ordered following an Insolvency
Service investigation, which
found that between 1 August
2010 and 30 June 2013 HMRC
paid Samuel & Associates
Ltd £41,453.96 in VAT
repayments based on false
claims submitted by Adigun,
who subsequently failed
to provide HMRC with any
records showing the validity
of the claims, which totalled
£51,983.96. The money has not
been repaid.
You can read more at
bit.ly/fraudster-ban.

Audit

Annual returns replaced

ISA consultation

Time is running out for the
annual return. For made-up
dates from 30 June 2016,
companies and limited
liability partnerships are
required instead to use a
confirmation statement on
at least an annual basis,
rather than an annual return.
According to Companies
House, annual returns are
now only permitted for
filings with made-up dates
of 29 June 2016 or earlier.
Confirmation statements are
required even if no changes
have taken place during the

The FRC, responding to the
response to the Prudential
Regulation Authority’s
proposed requirement for
mandatory external audit of
elements of Solvency II public
reporting in the insurance
sector (solvency and financial
condition reports) – see last
month’s AB) – is consulting
on the adoption of ISA
(international standards on
auditing) 800 and ISA 805 in
the UK. The consultation is
open until 3 October. You
can voice your opinion at
bit.ly/frc-aa-cons. ■
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Off-payroll overkill

Tax experts have blasted the government’s proposal to make client organisations in the
public sector responsible for deciding employment status and applying the IR35 tax rules
Abolition of the
controversial IR35 tax
regime for personal service
companies is not an option,
the government declared in
a July 2015 discussion paper.
Instead it decided to try to
make the legislation more
effective without widening
its scope.
It did so in this year’s
Budget, announcing that
public sector organisations
will have a new duty to ‘ensure
that those working for them
pay the correct tax rather than
giving a tax advantage to
those who choose to contract
their work through personal
service companies’.
IR35 specialists have
criticised the reform. Andrew
Chamberlain, deputy director
of policy at the Association
of Independent Professionals
and the Self Employed (IPSE),
says it is ‘only likely to create a
lose-lose situation’.

Non-compliance
In a technical note issued
with the Budget, HMRC
admits there is widespread
non-compliance with the
rules set out in sections 4861 of Income Tax (Earnings
and Pensions) Act 2003, and
confusion about what they are.
Until the new public sector
obligation kicks in, those rules
are as follows: IR35 applies
when a worker provides
services to a client via a
personal services company
or partnership, and the
circumstances are such that,
if the services were provided
directly to the client, the
worker would be treated as
an employee of the client for
income tax purposes. It is the
personal services company’s

responsibility to
determine whether
IR35 applies and, if it
does, to account for any
income tax and national
insurance liabilities arising.
According to HMRC
guidance, the facts of each
engagement determine
whether IR35 applies: ‘You
need to assess what that
relationship would be if
there were no intermediary
involved.’
Readers are directed to
HMRC’s employment status
manual for detailed guidance.
There is an employment status

indicator
tool on
the HMRC
website,
but the tool does not itself
determine whether an
engagement falls under IR35.
An HMRC consultation
that began on 26 May invited
comments on the
impact of the major
change intended
to improve IR35’s
effectiveness for
engagements in
the public sector.
Stakeholders
were invited to
‘The reform is
work with HMRC
to develop a new
only likely to
digital tool that
create a lose-lose
would be able to
determine whether
situation’
an engagement is
within IR35.

From April 2017, a
public sector organisation
engaging a worker via a
personal services company
will be responsible for
operating the IR35 tax rules
if the engagement comes
under IR35, and will have
to account for any income
tax and national insurance
contributions.
A new gateway process
‘will allow anyone engaging
a worker through a personal
services company to quickly
decide whether the rules need
to be considered’, HMRC says.
The first part of this
gateway process will eliminate
engagements, such as some
building contracts, where 20%
or more of the contract is for
‘materials consumed in the
service’, as well as contracts

»
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where a worker does not own
their own company.
The second part of the
process concerns whether
the worker (rather than a
substitute) is required to do
the work, and if the engager
has the right to decide how
the work should be done.
If the IR35 question is not
determined by this two-part
process, the public sector
organisation will need to
consult the new digital tool.
‘The tool will be the main way
HMRC will give customers
certainty about their situation.
If the tool has been completed
accurately, reflecting the true
facts, and the engager keeps
the results, HMRC will stand by
that outcome,’ HMRC says.

differently is not just the
complexity, but how to
define the public sector.
‘We can have public/private
partnerships, we can have
joint ventures, and we can
have outsourcing. The public
sector is not homogenous
and should not be treated as
such.’ He says the consultation
was not well formulated, and
the government should either
reconsider and re-issue it
or scrap IR35.
Chamberlain also
urges the government
to reconsider. ‘In times of

‘It may result in
skills shortages in
key services such
as education and
the NHS, as highly
skilled flexible
resource moves to
the private sector’

Repercussions
Chamberlain says: ‘Clients
will want to play it safe
and minimise any risks, so
they’ll just assume all their
relationships with contractors
are considered to be
under IR35. This means the
contractors will be taxed as
employees but won’t receive
employment benefits, making
legal challenges more likely
as the boundaries are blurred
between employment rights
and tax status.’
Many contractors will
respond by hiking their rates,
Chamberlain warns, so ‘the
government itself will likely
pick up the bill, reducing the
efficacy of the entire proposal’.
Some contractors will simply
avoid public sector work
altogether, he says, ‘damaging
the public sector’s ability to
deliver vital projects’.
He adds: ‘On top of that,
HMRC’s new online tool to
determine when IR35 applies
is unlikely to work in practice.
IR35 is so complex that it’s
impossible to imagine a tool
that will be 100% accurate,
meaning some contractors
could lose out severely.’
Matt Fryer, senior
compliance manager at
Warrington-based IR35

specialist Brookson, says he
does not think abuse of the
existing rules is as widespread
as HMRC suspects. ‘The issue
is that HMRC does not have
sufficient resources to police
the existing IR35 legislation,
which I think is fit for purpose,’
he says. ‘Shifting the liability,
and the risk associated with
getting employment status
wrong from the personal
services company to the client
will cause distortions in the
market as risk-averse hirers will
take a prudent approach and
apply the IR35 rules to all offpayroll workers.’
He warns that this could
result in ‘significant reductions
in pay’ for genuine career
contractors who offer a
valuable flexible resource to
the public sector. ‘This is not
proportionate, nor is it a fair
outcome, so it goes against
two of the key objectives for
policy change. It may also
result in skills shortages in key
public sector services such as
education and the NHS, as
highly skilled flexible resource
moves into the private sector.’
The government does not
intend to change the rules for
private sector engagements.
‘Public sector’ will be defined

by freedom
of information
legislation for
this purpose. The
list of relevant
organisations
occupies 40 pages
of the consultation
document.
The personal
services company will
continue to account for VAT if
registered, and the engager
will treat the VAT-exclusive
fee (less a 5% allowance) as
taxable earnings, deducting
income tax and national
insurance as appropriate.
A credit will be given
against the worker’s tax liability
on earnings and dividends
drawn from the personal
services company to avoid
double taxation.

Reconsider or scrap
Chas Roy-Chowdhury, head
of taxation at ACCA, says
the problem in treating
public sector engagements

such uncertainty around
our exit from the EU, the
government should be
doing everything they can to
reassure microbusinesses that
the future still looks positive.
Threatening them with such
damaging proposals is not
the way.’
Fryer suggests better
enforcement of the existing
regime, with penalties for
public sector bodies that do
not adopt suitable processes
to ensure that contractors
are paying the right tax. The
consultation was set to close
on 18 August. ■
Andrew Goodall, tax journalist
For more information:

Find the HMRC guidance at bit.ly/HMRC-IR35
Read the government consultation on IR35 conditions for
public sector engagements at bit.ly/IR35-public
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Trust the numbers

The barriers to a global set of valuation standards are high, but
moves are under way to overcome them, as Ruth Preedy explains

Whether you’re acquiring
or selling a business,
undertaking tax planning,
preparing financial
statements, investing in
shares or buying your own
home, the financial decision
will be underpinned by a
valuation. But the wide
variety of valuation methods
and approaches employed
globally makes it difficult
for many international
businesses to understand the
true value of assets and to
trust the numbers.
Valuation in financial
reporting has become a key
discussion for regulators
around the world. The
Financial Accounting
Standard Board (FASB) and
the International Accounting

Standards Board (IASB) now
have a converged fair value
standard, and many other
regulators have valuation as a
priority for 2016.
But given the global
nature of business, why do
we still not have a global
set of valuation standards?
This would promote public
trust in valuation and enable
consistency and comparability
in financial reporting.
The absence of a single
professional framework makes
it more difficult for those who
hire valuation professionals
and those who use their work
to trust the number provided.

The way ahead
Two types of valuation
standard are needed.

Who’s who
A range of valuation standards and professional
frameworks exist, but all have slightly different principles
and requirements. Some of the key players globally are:
The International Valuation Standards Council
The council produces international valuation standards
(IVS) for asset valuation in the public interest. IVS
compliance is generally voluntary.
The Appraisal Foundation The US-based foundation
sets the Uniform Standards of Professional Appraisal
Practice (USPAP) for real-estate appraisers. Appraisers
are licensed and certified by the individual states in
the US, but if they are involved in federally related
real estate transactions they must comply with federal
government-regulated USPAP. Valuers do not have to
belong to a professional organisation to offer valuation
services in the public capital markets.
Royal Institute of Chartered Surveyors The UKbased institute produces standards covering all areas
of surveying practice. RICS is working with more than
100 professional and standard-setting organisations to
develop international standards. Members of RICS are
required to comply with the standards, and a regulatory
board monitors compliance.

*
*

*

Learn more
ACCA and French
accountancy body
CSOEC have launched
an online Certificate
in Business Valuations
course. Find out more at
accaglobal.com/certbv.

First, there has to be
a robust set of technical
standards explaining how
to value different types of
assets for different purposes.
This would include how the
valuation is performed, the
level of detailed analysis
required for different
purposes, and what the
minimum content of a
valuation report should be.
Second, there has to be
a professional framework
covering education, ethics, the
level of work to be performed
and CPD.
Many professional
valuation bodies exist.
The most prominent are
the International Valuation
Standards Council (IVSC),
The Appraisal Foundation
(TAF), the Royal Institution
of Chartered Surveyors
(RICS), the CFA Institute,
the American Society
of Appraisers (ASA) and
the Canadian Institute of
Chartered Business Valuators
(CICBV). Each requires
different levels of study, work
experience and CPD. So
while a global set of technical
standards would be a great
step forward, a valuation
that is robust needs to be
calculated by a highly trained
and qualified valuer.

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

PwC partner Andreas
Ohl says: ‘Robust technical
standards are important to
improving financial reporting
valuations but are only part of
the puzzle. Valuation models
are only as good as the quality
of the information going into
them. If the inputs are not
supportable, the end valuation
will still be of limited value to
the public.’
Public trust in valuation
will require both the technical
standards and the professional
framework to be consistent.

Progress
The IVSC has stepped up its
role to promote a robust set
of global technical valuation
standards. It is in the process
of improving and clarifying
a set of standards through
a series of exposure drafts.
It has set up a more robust
standard-setting process akin
to that of the IASB, with IVSC
chairman (and former IASB
chairman) David Tweedie
heading up the move forward.
The IVSC has support from
some of the big valuation
and accountancy firms,
many of whom have staff
seconded to or sitting on the
many boards and councils.
Two recent appointments
– Howard Wetston, former
chair and CEO of the Ontario
Securities Commission,
and Tom Seidenstein, vice
president of strategy and
policy research at Fannie
Mae – illustrate the support
from high-profile individuals
and a real commitment to
moving towards a global set
of standards.
One positive step has been
the recent harmonisation of
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valuation standards from TAF
and the IVSC. The two bodies
have set out the steps needed
for dual compliance in a guide
entitled A bridge from USPAP
to IVS, which is available at
bit.ly/USPAP-IVS.

Barriers
A number of obstacles
will make convergence
in valuation standards a
challenging path.
Valuation is subject to
national, legal, economic,
political and cultural
systems, which differ
hugely around the world.
These give rise to differing
definitions and perception
of value. The availability
and flow of information also
varies, presenting other

challenges. Even the TAF/
IVSC harmonisation report
highlights some unavoidable
differences, such as the need
for international valuation
standards to be applicable
across the globe, whereas

USPAP is designed for use in
the US and has to reflect US
law and practice.
Valuations are used for
many different purposes.
How to value something for
financial reporting could be
very different from
valuing something
for tax. It is
therefore difficult to
A global set
produce one set of
of valuation
technical standards
that can be used in
standards would
every scenario.
promote public
Convergence
trust in valuation
has proved elusive
in other arenas:
and enable
International
comparability in
Financial Reporting
Standards (IFRS),
financial reporting
while a fantastic
step forward in
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achieving global consistency
and comparability in
accounting, have struggled
to converge fully with US
GAAP. The most recent
example of this is the new
leases standard, with the IASB
and the FASB publishing two
different models.
There are some significant
barriers before a global set
of enforceable valuation
standards emerges. The IVSC
is taking positive steps and
enrolling the help of some
key players in the market, so if
there was ever a time to move
forward with this vision, that
time is now. ■
Ruth Preedy is a director in
PwC’s global accounting
consulting services
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Karina Curtis ACCA, corporate functions analyst, ICAP, and
participant in ACCA’s Leaders of Tomorrow programme
I relish the variety my role provides. I
speak to so many different stakeholders,
who all require different things.
With nearly two years’ postqualification experience my skillset
is still developing. I have so far been
involved with back-office functions and
the ‘process and operations’ side. I’m
looking to develop my skills on the
commercial side and am keen to gain
experience of the side of the business that
generates revenue, rather than spends it.

I had a good idea I was going to be an
accountant. I studied for A levels in both
maths and business, which was my pathway
to a degree in accounting and finance.
I spent the third year of my degree
on a placement as an intern at ICAP.
The placement was incredibly useful. At
university you focus on the theory, but on
a placement you put it all into practice.
The four years since graduating and
joining ICAP have been both stimulating
and rewarding. I am a finance contact for
the global support teams (legal, HR, risk
and compliance, etc). I produce monthly
management accounts and work with
these teams to both allocate out their
costs to the business and help them
manage their budgets.

The Leaders
of Tomorrow
programme
enables us to
develop an
informal support
network to share
impartial advice

As a global provider of post-trade risk
mitigation and information services,
ICAP has offices around the world. It
promotes international secondments,
which help break down cultural barriers.
I relished the opportunity to work in
Singapore for a month, transitioning the
finance function in Singapore, Hong Kong
and Australia back to the UK.
I chose the ACCA Qualification
because it is globally recognised.
I particularly liked the fact that it gives
you knowledge of both technical and
management accounting. The range
of papers is quite diverse and you can
specialise in the final stages.
I am really benefiting from participating
in ACCA’s Leaders of Tomorrow
programme. This is a structured learning
programme for 15 individuals a year.
We receive leadership and networking
training and profiling to understand how
different people work and how we use
this knowledge in the workplace. The
focus is on becoming a leader in business,
not just the finance function. One of the
greatest benefits is meeting like-minded
individuals from different backgrounds.
We’re developing an informal support
network to share impartial advice.
Outside the office I enjoy travelling. I
have a passion for exploring and visiting
European cities in particular. Barcelona
was a recent favourite – its combination of
city and beach break was amazing. ■

Snapshot: telecoms
In global communications,
consolidation is a key issue.
Operators argue in favour of
it because it allows greater
investment in infrastructure, and
governments endorse it because
it facilitates improved access for
consumers. However, there has
been a hardening of attitudes
among regulators concerned that it
may lead to rising prices and more
limited choice.
Another issue is data privacy and
protection. How and under what
circumstances customer data may
be accessed or repurposed, and
the measures required to protect
customer data, have been widely
debated. The EU’s new General Data
Protection Regulation directive is an
ambitious move to harmonise data
protection measures across the EU.
In commercial terms, the sector
is generally resilient in the face of
economic uncertainty. However,
operators are under pressure to
keep pace with start-up innovators,
such as app developers who might
make inroads into legacy revenue,
something some players look to
avoid by pursuing collaboration or by
participating in incubators.
Finance professionals in this
evolving sector need to have a
flexible mindset and the ability to
collaborate across departments and
disciplines. The ability to bring in and
work with people who have different
perspectives is highly prized.
Adrian Baschnonga, global lead
telecommunications analyst, EY
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Have business, will travel
Business travel is on the increase, despite a range of technology that aims to better
connect us. But that doesn’t mean travel costs should rise exponentially
In less than a decade, a communications
revolution has taken place – the
smartphone, tablet, Skype, online
conferencing and remote working
practices are all now embedded in
our culture. Yet still we travel. In fact,
this year executives are expected to
travel more than ever, confirming that
communications tools, no matter how
impressive, can’t match face-to-face
interaction and a firm handshake.
Industry body the Global Business
Travel Association predicts an increase
of 2.5% in business travel worldwide in
2016, estimating last year’s spend at a
staggering US$1.25 trillion (£1 trillion).
But while business travel shows no
sign of decreasing, there is no reason
why the attendant costs should rise.
Technology, in the form of dedicated
travel management software (TMS), can
drive this major cost down by giving
businesses a clearer picture of what is
being spent and how much return on
investment (RoI) is being generated.
Paul Richer, senior partner at consultancy
Genesys Digital Transformation, says
the latest generation of cloud-based
software can provide key data. ‘It’s
all about reporting and control. By
keeping expenses visible, you can see
anything exceptional happening. It’s
software as a service (SaaS), so there’s
no installation other than setting your
company up on the system.’

Keeping track
The nature of the software has changed
as well. Mark Nittler, vice president of
enterprise strategy at Workday, which
offers travel expense software, contrasts
today’s cloud-based offerings with
previous generations of TMS. ‘Those tools
were set up for the back office to track
costs, not for the end user. Now we can
take pictures of receipts and don’t have
to write everything down or suffer the
laborious task of scanning files and then
emailing them to ourselves. This gives
visibility to the user so they have an insight
into the process, such as when they’ll get
approval or can expect payment.’

Making life easier for those doing the
travel and highlighting travel costs should
satisfy both employee and business.
‘Our philosophy is simple,’ explains
Kate Roe, vice president of marketing
at KDS Software & Consulting. ‘We’ve
developed software that benefits the
business traveller but doesn’t compromise
on the benefits to the company, such
as delivering RoI.’ She points out that
after introducing its Neo software, KDS
customers saw a speedy RoI by identifying
business trips that were less productive.
One such customer is Jean-Paul
Magnier, facilities manager responsible
for France at German cable manufacturer
Leoni, which has 60,000 employees in 33
countries. Until three years ago, Leoni was
using Lotus Notes to keep track of travel
costs, but since introducing KDS’s Neo,
company spend has reduced by 30%. This
was achieved by giving managers using
the software the ability to approve travel
plans or insist on changes.
A key part of the process has been
termed ‘visible guilt’, as Magnier explains.
‘You can make the traveller feel guilty
by comparing the travel costs across
the business. If the cost is not within
the company’s target, an email is sent
to the employee pointing out they’re,
say, 20% over target and asking if there
is perhaps an alternative. If the cost is
10% below the target, a congratulatory
email is sent.’ By letting travellers see the
impact of their choices – in other words,

While business
travel shows no
sign of decreasing,
there is no reason
why the attendant
costs should rise

the visible guilt – Leoni has seen a 25%
decrease in air spend.
Most business travellers are not out
to live the high life at the company’s
expense. A study in 2015 by software
vendor Certify found that US business
travellers’ five most expensed eateries
were Starbucks, McDonald’s, Subway,
Panera Bread and Dunkin’ Donuts. Not
the healthiest choices, perhaps, but
certainly not extravagant. ‘Staff want to
do the right thing, not spend a fortune on
fancy hotels,’ says Nittler, ‘but sometimes
they don’t know what the rules are. By
putting information in place where it’s
easily accessible, it allows employees to
act more on behalf of the company.’

Management costs
An effective travel policy is vital. Using
tools to induce guilt may seem great
for reducing costs, but if it is poorly
managed it could also foster resentment.
Travel management companies (TMCs)
can help with policy development, and
with their connections and expertise,
they can put cost reduction at the
heart of their offering. Many have their
own software platforms, too, such as
Analytics, developed by Carlson Wagonlit
Travel (CWT). It might be tempting for
businesses to put every aspect of travel
in the hands of a TMC and let it do all
the bookings, make policy and give cost
analysis; however, it would be unwise
to view TMCs as a one-stop shop. ‘For
TMCs, it’s about travel and then expense,
but for software systems it’s expense, then
travel,’ explains Richer.
Magnier still sees Leoni’s relationship
with CWT as important, with the two
businesses complementing each other.
‘The software gives us a tool; CWT is
giving us a service.’ If itineraries need to
be changed suddenly, or external events
have an impact, such as industrial action,
power failures or terrorism, a TMC can
step in and look after the employee while
getting the trip back on track.
But the choice between a TMC and
software is not binary; rather, it’s a case
of finding a marriage between the two
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that delivers for a business, helping
managers make wider strategic decisions
and illuminating where travel is and is not
making sense. Travel expense software is
now much better at connecting the depth
of expense data captured and providing a
primary place for financial analysis.
‘Capturing data can be complex, as it
needs to serve several purposes at once,’
says Chris Baker, MD of UK enterprise
at software provider Concur. ‘To work
best, the data needs to be consolidated,
accurate and current: consolidated to give
you a combined, single view of all spend;
accurate so it’s helping you effectively
control your budget; and current because
you need today’s numbers, not the
“latest” numbers from the last quarter.
‘The solution must also be capable
of analysing large amounts of this data
to uncover the trends and issues that

can help an expert TMC make important
choices about travel policy.’
Baker also points out that the software
needs to stand up to internal and
regulatory scrutiny – from complying with
the Bribery Act to providing an efficient
and accurate audit trail for when HMRC
comes knocking. ‘A powerful solution is
one that can incorporate multiple data
sets, allowing you to build an overall
picture of spend and cost drivers within
travel and take full control of your
organisation’s financial health,’ says Baker.
‘The software you use must also take
advantage of third-party apps to enhance
overall visibility. The data from such apps
is vital, as it ensures you can incorporate
information ranging from travel expenses
and invoices through to HR.’
Choosing an SaaS vendor might
be a once-in-a-decade decision, so
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seeking external help makes sense.
Richer sees common mistakes in his
work as a consultant, which usually
stem from management not fully
understanding their own needs or
what the software can provide. ‘You
need to document your requirements,
interview staff, hold workshops. Then
get the results sent in an unambiguous
way to the software company so it can
understand and respond.’
By tying the data produced by the
software into an effective travel policy,
while still looking after employees
through a strong relationship with a
TMC, costs can be reduced substantially.
But even the best travel software can’t
function in a vacuum, so maybe it’s time to
polish up the travel strategy. ■
Matt Warner, journalist
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Nick Dugdale ACCA, international financial planning and
analysis manager at Compassion in World Farming
management system. The financial
management software market is in flux
due to technological disruption.
Compassion in World Farming has
an entrepreneurial and high-energy
culture. I like working with our innovative
international teams and meeting many
inspiring people. The charity sector is
the most inspiring, ambitious and worthy
place to work. My energy comes from the
sector’s vision for positive change and the
people that work to achieve it every day.
I want to contribute to the sector through
financial leadership.
My ‘average’ day might involve
carrying out a global financial systems
review from our headquarters in
Godalming. I might be working through
our expansion plans over Skype with
our US team, or meeting our teams
across Europe to understand how we
can provide clearer information to
our supporters, with whom we campaign
to end cruel farming methods and
replace these with sustainable and
humane alternatives.
I have a broad remit; my responsibilities
include global assurance, business
planning, operational capacity-building
and policy development. Our IT strategy
is to move all our systems onto the
cloud. I am currently researching our
options regarding a cloud-based financial

My advice is
to embrace
uncertainty.
My value as an
accountant lies in
questioning what
the future holds

My ACCA Qualification and master’s
in NGO [non-governmental agency]
management from Cass Business
School have been incredibly valuable.
They have enabled me to provide
valuable insights to our teams and
decision-makers.
My advice to others is to embrace
uncertainty. My value as an accountant
lies in understanding and questioning
what the future might hold: what
will employees expect from a future
finance team? How is technology
going to change our processes?
Are we making the right fundraising
investments? Are we buying the right
level of foreign currency?
I was delighted to be awarded the
Adrian Randall Challenge Prize by
Charity Finance Group last year
for excellent, inspiring practice in
relation to charity financial planning
[CFG], risk and reserves management.
As part of my current CFG project,
I am looking to investigate the
potential benefits and barriers to the
financial planning approach that I have
developed. For more details see my
blog at bit.ly/29j5ssS.
In my spare time I play the saxophone,
go running and cook a good curry.
Spending time with friends and family is
also really important to me. ■

Snapshot: central
government
Accountants fill an array of posts
across government departments.
Public-sector CFOs are expected to
be at the heart of decision-making,
while their teams require diverse
skills and capabilities, including
wider stakeholder management,
influencing and commercial skills.
Roles range from finance
business partners working in support
of decision-making, costing and
strategic financial planning, to posts
supporting complex programmes,
ensuring understanding of the
phasing of costs and benefits and
good forecasting practices.
There are also roles that support
finance processes in shared services
and centres of excellence. Those
with capabilities around complex
contract management and payment
mechanisms, financial reporting and
budgeting of complex projects are
in a great position to add value. Post
holders can have excellent exposure
to ministers and their advisers,
particularly in financial planning and
programming.
Roles are often well paid with
trainee salaries of up to £25,000 a
year, rising upon qualification to
£27,000 to £45,000. Seniors can
earn £80,000. A finance background
is a good grounding for
progression – a number of former
FDs and CFOs have gone on to
take Permanent Secretary roles at
some of the larger departments.
Christos Malakouna, director in the
public sector finance team, Deloitte
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The rates reformation

Local government reform is as sure as the day is long. And now comes another – the
retention of business rates income, which is a cause of some concern for local councils
There is nothing new about reform in
the world of local government – far
from it. Local government reform is
so common that it sometimes seems
more like a permanent revolution.
Major reorganisation in the 1970s was
followed by the poll tax, the council
tax, more reorganisation, city mayors
and, recently, devolution. Now comes
another reform that might sound less
sexy but is equally important: the
retention of business rates income.
When the former chancellor George
Osborne announced the policy at the
Conservative Party Conference last
year, he grandly called it the ‘devolution
revolution’. If councils keep their business
rates income, he argued, it would
provide real incentives to grow their local
economies. At present, business rates –
which raise £26bn a year – are collected
by councils, but only half is retained
within local government. The balance
goes to central government, which then
redistributes it to local authorities, in
part through a revenue support grant.
The local government share is also partly
redistributed between councils through a
system of tariffs and top-ups to take into
account local spending needs.
Subject to the results of a consultation
exercise, local government will retain all
the tax income it raises by the end of this
parliament. Government is in the process
of issuing a series of consultation papers

Councils are
understandably
worried that
their spending
needs will not be
supported by their
business rates
revenue

in advance of legislation being approved
by parliament. Liverpool and Manchester
are piloting 100% business rates retention.
This reform will be accompanied by
the phasing out of many grants from
central government, plus the transfer
of additional responsibilities from central
to local government. Importantly, it
will be accompanied by a new needs
assessment exercise that will continue
to involve richer councils handing over
some of their business rates income
to poorer authorities. The details of
how the new ‘fair funding’ exercise will
work are being considered.
According to the government, the new
arrangements will lead to an additional
£12.5bn of business rates revenue being
spent on local services. This claim,
though, has been challenged. London
Councils argue that the arrangements
potentially lead to a funding shortfall of
£2.4bn because of the intended transfer
of responsibilities to local authorities. The
big ones potentially are public health,
at a cost of £3.1bn, and ‘attendance
allowance’ (which meets the personal care
needs of people with disabilities), which
would cost £5bn.

Massive problem
There is anxiety across much of English
local government about how the
arrangements will work. The House
of Commons Communities and Local
Government Select Committee is
particularly concerned about the
‘massive problem’ of the cost of appeals
to business rates and the amount of
money councils have had to set aside –
£1.75bn over the past three years – in case
an appeal is successful. The government
has responded by committing to
improving the appeals process,
removing the capacity of businesses
to launch unrealistic appeals.
But the committee is also worried
about the redistribution of rates income,
following a period in which rates-support
grant changes have particularly hit
the poorest areas. Committee chair

Clive Betts explains: ‘The government
must address the alarm of councils,
which are understandably worried that
their spending needs and the funding of
their local services will not be supported
by their business rates revenue.’ His
committee has called on the government
to explain how it will protect councils
that rely on redistributed business rates
and fear they will lose out.

Rates income
Sir Peter Soulsby, the elected city mayor
of Leicester, is concerned. ‘It is too soon
to say what the proposals will mean
for the city council’s budgets, as much
depends on the detail of how the system
is implemented,’ he says.
‘In principle, I welcome the retention
of business rates: if done properly, it
will be a tool to support the continuing
economic regeneration of our city.
Nonetheless, the key decisions in relation
to business rates will continue to be taken
by central government. In the long term,
I would like to look forward to a genuine
widening of the local tax base, which
would give us greater financial resilience
and enable us to plan with greater
confidence in the interests of the city.’
Soulsby continues: ‘What we must
not forget is that the ability of individual
authorities to raise rates income is not
related to their need to spend – some
of the more affluent authorities are able
to raise the most rates. The government
recognises this and an assessment of
need will be built into the system when
it is first created. How this is done, and
how changes in need are reflected in the
future, will be crucial to the city’s finances.
I very much hope that urban authorities
will not be disadvantaged through
the government’s desire to provide
additional monies to rural areas.’
Councillor Nick Forbes, senior
vice chair of the Local Government
Association, makes a similar point. ‘It
is important for the new system to be
implemented in a way that balances
rewarding councils for growing their local
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◄ Northern soul

The city of Manchester
was part of former
chancellor George
Osborne’s Northern
Powerhouse plans.

economies while avoiding areas less
able to generate business rates income
suffering as a result,’ he says. ‘Decisions
over which grants and responsibilities
councils will have to pay for from any extra
business rates income are also crucial.’
He adds that councils should be given
responsibility for those services – such as
skills development and public transport
policy – that help grow their economies.
Councils will have greater flexibility
to reduce the business rates tax in
order to attract investment and support
local economic growth. City regions
with combined-authority ‘metro mayors’

will be given an additional power to
raise an infrastructure levy, providing
they have support from local businesses.
The LGA is calling for that power to be
extended to all councils.
Professor Tony Travers, director of
the LSE’s London research project, says
that while government is acting as if it
is going ahead with the reform, ‘there is
a big question mark hanging over this’.
He explains that Osborne was the author
of this and the Northern Powerhouse,
and with his departure we will have to
wait and see if the new government
ministers share his commitment.

The major challenge, adds Travers,
is how business rates income is
redistributed in ways that are fair and
meet the diverse needs of different
local authorities, while providing
effective incentives to councils to grow
their local economies and incomes.
‘Once you open the Pandora’s box
marked ‘spending needs assessment’,
inevitably everyone will think they can
make an argument that will lead to them
being better off – but they can’t, because
it’s a zero-sum game.’ ■
Paul Gosling, journalist

09/2016 Accounting and Business

UK_YPUB_localgovt.indd 69

27/07/2016 13:11

70

Public | School finance

Rules for schools

Good financial management is the key to getting the best educational bang for an
increasingly constrained buck. Paul Leigh explains how to meet the resources challenge
There is little doubt that school funding
should be high on the priority list of
the school management team. The
pressures on budgets are bound to
present schools with real challenges
while national education funding reform
will bring a degree of uncertainty –
all at a time of rising expectations in
educational standards.
Although the government has said it
will protect the national schools budget,
per pupil funding will largely be flat, and
schools will still have to manage cost
pressures from:
increases in pay costs (eg annual pay
awards and incremental rises)
increases in non-pay inflation (eg
energy costs)
increases in employer pension
contributions
any changes in funding resulting from
the new national funding formula
reductions in the education service
grant rate and removal of the general
funding rate.
Given the potential scale of these
pressures, it is crucial that school leaders
engage with the challenges now.

*
*
*
*
*

A clear vision
As with many courses of action, there has
to be a strategic approach if longer-term
goals and financial sustainability are to be
achieved. From a financial perspective,
this starts with a clear finance vision and
an understanding of how the finance team
can help support school leaders.
In the school context, the role of
finance is to enable educational objectives
to be delivered efficiently and effectively.
These ‘three Es’ should drive every aspect
of financial services.
Finance has moved on from its budget
control roots and now encompasses more
of a business partnering approach where
finance team members work alongside
managers, supporting them in decisionmaking. This ensures the most effective
use of resources by helping managers
to identify and evaluate the financial
implications of options and decide on the
optimum solution.

Resource
efficiency is
good practice
and should run
through every
aspect of school
management
The full role of finance has to be
understood if it is to help meet the
challenges schools are facing. Accounting
and compliance are the bread and butter
of finance; while these activities are largely
transaction-based and historical, they
have to be correct and properly controlled
because the data they generate provides
the information used in decision-making.
Since these activities are the foundations
of financial management, they must be
maintained to a high standard regardless
of the financial pressures.
Management accounting activities
build on these solid foundations by

looking more to the future. Such activities
include scenario analysis and other
elements of long-term financial planning.
Scenario analysis helps to model how
the future could look under a range
of different assumptions. This allows
action to be taken now to shape that
future. It also allows the organisation to
prepare itself so that it can adapt as the
future unfolds.
Other management accounting
activities include resource allocation,
budgetary planning and control, analysis
of trends and data to bring insight,
financial modelling and decision-making
support. These areas are crucial in
dealing with financial pressures and
future uncertainties, as they help with
the management of limited resources at
strategic, tactical and operational levels.

Value for money
Providing value for money and delivering
efficiency are key elements in managing
an organisation whether there are financial
pressures on it or not. Resource efficiency
is good practice and should run through
every aspect of school management.
Efficiency releases more resources to
frontline activities, such as teaching,
books, classroom materials and classroom

Resource allocation matrix
High

This is the best
quadrant for an activity
to be in, delivering high
impact for low cost

This is a good place to
be for impact, but can
the activity’s high cost
be cut without affecting
that impact?

It is worth questioning
whether resources for
this activity should be
reallocated to those
with higher impact

Raise the issue of
whether so much
resource should be
devoted to an activity
with so low an impact

Impact

Low

High
Cost
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technology, so it really helps organisations
facing budgetary pressures.
There are plenty of information
resources available for schools. The
Department for Education offers head
teachers and school business managers
practical tools for financial health and
efficiency and makes all that guidance
available via an online portal.
The DfE has also outlined the following
elements as key to efficiency and good
financial health:
education-based financial planning –
financial planning should be based on
delivering educational outcomes and
is not a bolt-on consideration
strategic financial planning – setting
a three to five-year budget based on
a clear vision for delivering school
improvement
prioritising the most effective and
efficient deployment of staff
limiting spend on back-office and
procurement – the DfE believes
schools could find around £1bn of
efficiency savings in this area
robust challenge by financially skilled
governors and head teachers
staff who manage school finances, such
as FDs and business managers, with
the skills to do so effectively
financial systems and processes
that are transparent and encourage
constructive challenge.

*
*
*
*
*
*
*

While the drive for efficiency is a key
aspect of managing school finance,
resource allocation can add real value.

Stay positive
It is important to stay positive in the
face of budget pressures and financial
challenges, not least because it opens the
mind to new opportunities. An efficiency
review might open up entirely new ways
of doing things. Suppliers of goods and
services are constantly seeking better and
cheaper ways of doing things and often
use advances in technology to help them,
so tap into that.
But perhaps the most energising
aspect of financial management is that
leaders make the decisions on how a
school’s income is spent or allocated.
It is important that budgets are not set
simply on the basis of ‘last year’s plus’,
which denies any opportunity to rethink
priorities and re-allocate resources for
most educational impact. Financial plans
should be integrated with those for
educational development, staffing, IT
and building, and must never become
disconnected from them. Finance should
never be seen as a bolt-on.
When thinking about activities and
impact, it is helpful to think about the link
from the money used to fund the activity
through to the final educational impact.
This is not easy, but the better you see the

links, the better you will be able to decide
how to allocate your limited resources.
Your plans should rank items according
to priority, with available resources ideally
matched to these priorities. Resources
may not be available to fund all your
plans, but at least you can allocate funds
to the highest priorities. Plot the impact/
cost of each activity in the school plan on
the matrix on the opposite page and use
it as a tool to help in decision-making.
Basic allocation decisions should
consider:
the choice of which items to fund in
the plan
what level of funding each should
receive
which items to leave unfunded –
resources do not have to be allocated
to every item.
If you accept that better allocation of
resources can improve educational
impact, then more money is not the whole
answer. At a time of financial pressures,
this can be a liberating insight. ■

*
*
*

Paul Leigh FCCA is CFO of Focus
Academy Trust
For more information:
Visit the Department for Education’s
school financial health and efficiency
portal at bit.ly/DfEresources
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Back to basics

In the latest in our ‘all you need to know but were too afraid
to ask’ series, we look at how cyber crime affects SMEs
It’s a worry that businesses across the
world share: that a computer virus will
get into the company’s IT systems and
wreak havoc. Malicious software (or
malware) can come in myriad forms,
and the worst attacks can result in files
being stolen, destroyed or locked, only
to be unlocked on payment of ransom.
But the cost can be far more than
just financial; reputations can also be
left in tatters. TalkTalk, for example, was
hacked in 2015, putting the details of
157,000 customers at risk, costing the
company £60m and resulting in 95,000
customers going elsewhere.
While big businesses make the
headlines following such high-profile
attacks, it is smaller enterprises that are at
most risk. SMEs have the weakest financial
muscle to spend on cyber security, the
fewest number of skilled staff and are
more likely to believe they’re safe from
attack. ‘The idea that it’ll happen to
someone else is very much prevalent,’
explains Massimo Cotrozzi, head of cyber
engineering and threat intelligence at
Deloitte UK. ‘This thinking that you are
too small for hackers to bother with shows
a poor understanding of the threats.’
This naivety is highlighted by the
Federation of Small Businesses (FSB)’s

Stay safe

*
*
*
*
*
*

Assume an infection will happen – all businesses are targets, regardless of size
Prepare for that outcome by having an incident plan
Know the value of your data – what is most important and who can access it?
Train staff in ‘cyber hygiene’ – the frequent tasks that are the individual’s
responsibility, such as running scans, updating passwords, backing up data
Install the latest versions of operating systems and patches
Seek expert help – most SMEs don’t have cyber-security skills in-house

cyber-resilience report, which found that
a startling 66% of small businesses were
victims of cybercrime in 2014/15 – at an
average of four times each. Many SMEs
claim to take security seriously: 93% say
they have measures in place. However,
this is often just anti-malware software,
usually bought off the shelf. ‘Many of the
vendors oversell products,’ says Cotrozzi.
‘None are 100% able to stop malware,
and there is no one thing you can buy that
will make your business secure. SMEs are
buying what the market is offering, rather
than what the business actually needs.’
It can be frustrating for security experts
to see old malware continuing to inflict
damage. Conflicker, a botnet worm (see
box), has been around since 2008 and
remains prevalent. CERT-UK, the national

computer emergency response team,
cites this malware as the UK’s most
common, with 530,000 incidents reported
in 2015. In the US, data from security
business Looking Glass shows that 27% of
all botnet infections are Conflicker.

Maintenance regime
Such malware can be avoided by
simply following good ‘cyber hygiene’,
such as upgrading operating systems
and installing patches. Yet too many
businesses don’t do this. ‘A lot of people
are still using an older operating system
because it’s still doing its job,’ explains
Becky Pinkard, VP of service delivery and
intelligence at security business Digital
Shadows. ‘They don’t understand the
exposure and risk they face.’
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Know your malware
Malicious software gains access to files, steals information and damages
systems. It takes many forms, among the most common of which are:
Trojans: this malware is often spread by the user when they open an
attachment, which then installs the Trojan.
Worm: this program replicates itself and actively spreads across networks.
It may carry a ‘payload’. This ‘executable’ will then carry out its task.
Rootkit: this malware gets into the administrative core of the computer,
allowing root access to the wider system while masking the activity.
Adware: will display unwanted adverts when the user is online and
redirect searches to more advertising sites.
Spyware: gathers information about the user without their knowledge.
Scareware: this causes the user anxiety; for instance, by claiming a
computer is infected by a trojan. Invariably, it’s a con trick involving the
purchase of bogus software.
Ransomware: this prevents a user from accessing their computer. Files will
be destroyed if a ransom is not paid within a set time.
Bots: the infected computer is turned into a ‘zombie’ (where the computer
still works for the user while working for someone else as well without
the user’s knowledge). The ‘bot herder’ can then use these computers to
spread spam or a ‘distributed denial of service’ attack. The zombies send
the target a simple request, but in vast numbers, therefore overwhelming
the business’ systems. This will stop on payment of ransom. The largest
botnet used more than four million computers.

*
*
*
*
*
*
*
*

Pinkard does have some sympathy
for those struggling with cyber security.
‘Frankly, it’s difficult to do,’ he says.
‘Systems evolve at a pace that’s hard
to match.’ Data from Looking Glass
shows that malware has increased by
400% in the past five years. Every day
brings new strains, and this challenge is
especially hard for small businesses. ‘It
requires a holistic understanding. There
are many types of security, and finding
people with the skills to bring it all
together is very difficult.’

Risk assessment
Understanding the risks is vital. Cotrozzi
sees common mistakes in the analysis
of cyber threats. ‘Businesses are only
thinking about prevention. What they
need to do is understand that they’re
already compromised. Instead of trying to
prevent things, which is impossible, they
need to put in place measures that ensure
no damage is done to the organisation
through the detection, reaction and
eradication side of security.’
The Government’s Cyber Security
Breaches Survey 2016 showed that while
69% of businesses said security was a
high priority for senior managers, only
29% actually have a formal cyber-security

policy in place, and a mere 10% have a
formal incident-management plan. In the
FSB survey, this last figure falls to 5%.
Underestimating the hacker is
another mistake. Cotrozzi says many are
‘very skilled’ and have a sophisticated
business model. There has been a huge
increase in ransomware in the past year;
some criminals even offer it through
software as a service (SaaS). This malware
locks the user out of the system until
a ransom is paid, often in bitcoins or
even Amazon vouchers. Given the charge
is frequently quite low – typically about
£400 – it may be tempting to just pay
it. But the process will be repeated and
criminals sell details of compromised
systems to each other. Pinkard believes
that, with ransomware, we’ve only seen
‘the tip of the iceberg’.
The hacker only has to identify
one weakness that can be exploited,
but the security side must attempt to
protect everything. ‘We make sure we
understand the risk profile of our clients,
while simultaneously managing their
expectations,’ says Pinkard.
Staff training can do much to reduce
risk, and expert help is available. Good
advice can be found on government
websites such as the Cyber Essentials

Scheme, and from organisations such as
the FSB. Cotrozzi suggests employing
highly skilled security consultants, the
cost of which is less than that incurred
when sorting out the mess left by an
attack. Pinkard also says businesses
must have an incident plan in place, as
complacency is the greatest risk.
It has been said there are two types of
company: those that know they’ve been
hacked, and those that don’t yet know it.
Any sensible manager would want to be
among the former. ■
Matt Warner, journalist
For more information:
Read the FSB’s report, Cyber
Resilience: How To Protect Small
Firms In The Digital Economy, at
bit.ly/FSBcybercrime
See the government’s guidance
on cyber essentials at
bit.ly/cyberessential
Find out about ACCA’s free webinar
on cybersecurity for internal
auditors on 21 September at
bit.ly/acca-cyber-webinar
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Greater assurance

From modern slavery to conflict minerals, the scrutiny of corporate information stretches
far beyond the financials for Sue Almond, head of audit and assurance at Grant Thornton
Imagine you moved back,
after a six-year absence,
to the house you grew up
in. Many things would be
the same, but you might
not be too surprised if the
furniture had been changed
and rearranged, and perhaps
a couple of walls knocked
down to open up the space.
It must have felt a bit like
that for Sue Almond when
she returned last autumn to
Grant Thornton UK, the firm
where she had practised for
more than 20 years. Having
left as national assurance
services partner in 2009,
she came back as head of
UK audit and assurance last
September. In between, she
had done a two-year stint at
accountancy network Kreston
International and four years
in different roles at ACCA. ‘In
some ways it was like I’d never
been away, and in other ways
the firm had changed ever
such a lot,’ she says.
Just weeks before Almond
returned to the fold, Sacha
Romanovitch had taken up the
reins as the firm’s CEO. Other
changes included the firm
now offering a wider range of
services. Probably the biggest
change of all, though, was
that the firm had developed
‘a much more collaborative
way of working’.
Almond says that people
are ‘more prepared to ask
for help and speak to each
other’. At the firm’s assurance
conference a few days after
she rejoined, it was really
noticeable in the breakout
sessions, she says. ‘There was
a lot of group work and more
willingness to engage.’
The reason for the change,
she adds, is partly the tone

from the top, but also a
generational shift among staff.
‘Younger people tend to work
in that kind of collaborative
environment,’ she says.
Before returning to Grant
Thornton, Almond spent four
years at ACCA as technical
director and then director of
external affairs. Much of her
time was spent dealing with an
issue that, today, continues to
shape audit firms’ operations
in Europe: the European
Commission’s move to
regulate the audit profession.

Reforming impulse

Almond on ACCA
If Sue Almond thinks that Grant Thornton doesn’t get the
reputational credit in the UK for the global quality work
that it deserves, the same is also true of ACCA, she says.
She is quick to point to ACCA’s reputation outside of the
UK, its open access rather than graduate-only intake, and
its global connections. ‘And ACCA is incredibly strong
on some of the ethics work that they do. It’s a really
proud and socially responsible story. ACCA is a brilliant
organisation – they have a great story to tell.’

Audit reform became a high
priority for the commission
during the financial crisis. In
2010, it proposed mandatory
auditor rotation and restriction
of audit services in its green
paper Audit policy: Lessons
from the crisis.
A year later, the EU’s
internal markets commissioner
Michel Barnier declared:
‘Investor confidence in audit
has been shaken by the
crisis. I believe changes in
this sector are necessary: we
need to restore confidence
in the financial statements
of companies.’ He proposed
banning ‘Big Four only’
clauses in contracts.
Almond says ACCA had a
particularly important role as
‘honest broker’ in helping the
Commission understand the
implications of its proposals.
ACCA’s membership covers
the full spectrum, with
members in practice at large
and small firms, in business
and in the public sector. ‘You’re
able to get the views of that
broad constituency and then
present that in a way that is
perceived differently from any
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particular firm that may have a
particular agenda,’ she says.
ACCA’s broad membership
and ‘excellent, well-connected
Brussels office’ made it easier
to assemble the views of
people ‘for whom audit quality
is really important – people
like investors and the voices
of business – so that the
people who were making the
legislation were able to get a
complete picture as to what
these proposals meant and the
reality of what was going on.
‘Gradually over time
politicians realised that
some of the proposals were
impractical and that a few
key issues need to be looked
at. And so it got gradually
funnelled down to more
manageable areas.’
She says a key takeaway
from the whole exercise is
the importance of getting
across audit’s public interest
aspect. ‘The big issue for the
profession is trust – making

it very clear that there is a
public interest element to the
audit role.’

Auditor value
For Almond, there are at least
two ways of addressing that,
now that she’s back at Grant
Thornton. One is ‘to work with
businesses, regulators, all sorts
of stakeholders, to help shape
the dynamic businesses that
we want to see in future’.
The other is deeper
engagement on what the true
value of an audit is. That value,
she says, comes from having
‘an independent, inquiring
mindset. It’s about the quality
of the conversations with
clients and the challenge that
you have with them.’
The small companies
audit threshold has been
raised recently, but while the
headlines shout about sparing
businesses red tape, Almond
says the reality is different.
‘When a company is no longer

required to have an audit,
it changes the nature of the
dialogue and, if anything,
makes it easier to explain why
an audit is of value to the client.
‘It allows us perhaps to put
the relationship on a more
constructive footing than when
you have this mandatory audit
requirement that just says,
“I have to do this to you”.
You can have a conversation
about what is it that is really
of value to the client.’
With stricter regulations
on the types of non-audit
work that large and listed
companies can award to their
auditors, Grant Thornton has
its eye on growth beyond
FTSE 100 group audits. It plans
to raise its fee income from
£500m revenue in 2015 to
around £800m by 2020.
The firm is providing
assurance and other non-audit
work for 52% of the FTSE 100,
although this work is much
less visible than high-profile

FTSE 100 group audit fees,
creating a discrepancy between
perception and reality. ‘We are
actually working with the same
businesses [as the Big Four],
but not in the public arena,’
says Almond.
The extension of her
role from audit to broader
assurance reflects how the
firm intends to grow. ‘People
are looking for assurance on
other things: supply chains,
key performance indicators,
modern slavery, carbon
emissions. We are looking
very much at the whole
broader trust agenda and
how we are developing to
work on that.’
Not only is the Grant
Thornton office intellectually
more open plan than when
Almond left, but the greater
breadth of work and global
reach of its growth strategy will
make the world her office. ■
Andrew Sawers, journalist
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Council highlights

Member value, pricing, governance and nominations were just some of the issues
discussed at Council’s June meeting, which was held in Singapore
Council met on Saturday
18 June in Singapore.
The Council meeting
featured discussions and
decisions on a number of
important matters.
Council agreed to enter
into a bold and exciting
new alliance between
ACCA and Chartered
Accountants Australia and
New Zealand (CA ANZ)
for the benefit of current
and future members, and
with a shared emphasis
on delivering public value.
(See more on page 80.)
Council welcomed to
the meeting Kishore
Mahbubani, professor in
the practice of public policy
and dean of the Lee Kuan
Yew School of Public Policy
at the National University
of Singapore, and heard a
presentation from him on
the development of ASEAN
and the opportunities and
challenges it faced as an
economic region.
ACCA president Alexandra
Chin updated Council
on her and the officers’
activities since March,
including representational
visits to Malaysia, South
Africa, Zimbabwe, Zambia,

*

*

*

China, Czech Republic,
Hungary and the UK.
Council heard a
presentation from the
chief executive, focusing
on strategic performance
for the year ended
31 March 2016 and
priorities for 2016-17.
The chairman of the Market
Oversight Committee
made a presentation to
Council, which then broke
into discussion groups
to consider ACCA’s
approach to member value,
including the key drivers
for member value and
member satisfaction.
The chairman of the
Resource Oversight
Committee made a
presentation on strategic
pricing, and Council agreed
proposals on student
subscriptions, member
pricing and affiliate pricing.
Council considered the
implementation of the EU
Statutory Audit Directive
and Regulation (EU
ADR), which came into
force on 17 June 2016,
and the impact of the
new directive on ACCA’s
regulatory framework; it
agreed recommendations
in respect of its
implementation.
Council received
a report from
Council agreed
the Governance
to enter into a
Design Committee
bold new alliance
and noted the
agreement by
between ACCA
the committee to
and Chartered
establish a timelimited task force
Accountants
of the Governance
Australia and
Design Committee
to lead a review
New Zealand
of the governance
arrangements

*

*

*

▲ Branching out

Singapore’s Supertree Grove. The citystate hosted Council’s June meeting

*

*

*

*

for ACCA, principally
at Council level, to
propose appropriate
transformational change
to ensure that those
arrangements are fit for the
long-term future success
of ACCA.
Council considered a
report from the Nominating
Committee and agreed
the nominations to
standing committees, the
International Assembly
and the public interest
oversight boards for 201617. Council also agreed
the appointment of a lay
member of the regulatory
board and appointments to
the UK CCAB board.
Council approved the
accounts for the financial
year ended 31 March 2016,

the summary accounts for
the same period and the
letter of representation
to the auditors. It also
approved the content of
the integrated report for
2015-16 and agreed to
recommend to members
at the 2016 AGM the
reappointment of Grant
Thornton as ACCA’s
external auditors.
Council noted a report
from the Qualifications
Board, including the
review of the March 2016
examination results,
noting that the board
had ratified the results
and no major issues had
been raised.
Council’s next meeting
will be in London on 15
September 2016. ■

*
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It’s time to vote

ACCA has published its AGM booklet and annual integrated report ahead of this year’s
meeting on 15 September. Members are encouraged to cast their votes by 8 September
ACCA’s annual general
meeting (AGM) takes place
every year in September,
presenting members with
the opportunity to have their
say. This year, the 111th
AGM takes place at 1pm
on 15 September at ACCA’s
head office at The Adelphi,
1-11 John Adam Street,
London WC2N 6AU.
The AGM includes
summary of accounts;
statements from 53 candidates
standing for election to
Council for 15 places; and
the resolutions before the
meeting. Online and postal
voting on the resolutions ends
on 8 September at 12.00 GMT
(13.00 BST), and attendees at
the AGM will be able to vote
as part of AGM business.
This year, there are 15
special business resolutions
submitted by one member,
with supporting signatures
from 22 members. These
special business resolutions,
Council’s feedback to them and
the supplementary supporting
statements for each of the
special business resolutions can
be found on ACCA’s website.
Your vote is of paramount
importance, as it informs

how your professional body is
governed. Please do take the
time to review the materials
before you cast your vote.
To coincide with the
opening of voting, ACCA is
also publishing its integrated
report for the year ended
31 March 2016. This report –
produced in accordance with
the International
Integrated
Reporting
Framework – is
designed to
provide an
insight into
Your vote is
ACCA’s strategy,
of paramount
governance and
importance, as it
performance,
and how it
informs how your
creates public
professional body
value on behalf
of members.
is governed
ACCA also
publishes detailed

financial statements and
a corporate governance
statement as part of its
reporting suite to give
members a complete insight
into how ACCA has performed
and been led over the past
year. This year’s focus has been
on putting in place some of
the essential building blocks
ACCA will need to excel to
2020 and beyond.
Key developments in
education and learning –
which include moving to
four exam sittings a year, the
launch of our revolutionary
ACCA-X online learning
solution and our unique
global partnership with the
University of London on
a master’s in professional
accountancy – show how
we are future-proofing the
ACCA Qualification and how
it is delivered.

Another key focus in 201516 has been on listening and
acting on member feedback,
more than ever before, with
a range of new and improved
services, including the brandnew ACCA Careers job board,
improved members’ web
services and new Accounting
and Business apps. Please
do read our integrated report
on the website to see what
we’ve delivered and what we
have planned. ■
For more information:
See ACCA’s AGM
booklet, including
the special business
resolutions, at
accaglobal.com/agm
Find ACCA’s integrated
report at annualreport.
accaglobal.com
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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
Free webinars
Choose from one of these
free, one-hour webinars during
September, each worth one
CPD unit. You need to register
in advance and can either join
live or watch a recording at a
time that suits you.
Doing Spanish tax returns
6 September
Practitioners in the UK are
increasingly finding they
have clients who have
an income from Spain –
usually through a holiday
rental property there. This
webinar will explain how
to complete a Spanish
tax return for a simple
scenario, where the only
income is from a holiday
rental home in Spain.
Charities SORP update
12 September
Acting on feedback from
members gathered at
consultative meetings
across the country, this
free webinar is dedicated
to the charities SORP,
with speakers from
two leading charitable
organisations – the
Directory of Social Change
and Whizz-Kidz – who are
also both ACCA members.
IT procurement in the
public sector
23 September
This is a chance to hear
from the divisional director
of commercial contracts
and procurement for
the London Borough of
Harrow on the work of
the local government
national advisory
group that is sponsoring
the next national ICT
category strategy.

*

*

*

Peak performance

20 September, London
Transport Museum, from £25
An exclusive event with the
man who cycled the world,
Mark Beaumont. Learn
how to build confidence to
create a leap in performance,
addressing your own potential
rather than copying the
competition. Building on top
of technical expertise, these
are the skills to lead teams,
communicate clearly under
pressure and create a habit of
success. Includes a free tour of
the London Transport Museum.

Local government
summit

17 October, London, £199
As the UK government plots
the country’s exit from the
European Union, it poses
many challenges for those in
local government, including:
the potential withdrawal of EU
funding from local community
projects; the risk of reduced
funding availability from
central government; the
possibility of having to revise
service provision yet again
and continue to deliver
services as efficiently as
possible. It’s time to agree
on an approach – do we go
for revolution or evolution?

Scotland
Bean counters

7 September, Glasgow, free
Join ACCA coffee-lovers for
an evening of networking,
learning and great coffee.
Learn the history of coffee
and how to roast it, and enjoy
a food-tasting session on
which food brings out tasting
notes in the different roasts
of coffee. All attendees are

Professional courses
ACCA charity finance conference

12 October, Solihull, £260
(book before 12 September and pay £240)
ACCA’s annual charity finance conference provides an
excellent opportunity to keep up-to-date with the latest
developments and best practice within the sector.
Sessions will cover: ethics and good governance; financial
reporting update; VAT in the past 12 months; charity tax
and gift aid (new rules and making the most of reliefs); and
essential employment law. Nigel Davies will chair a panel
discussion, allowing you to raise questions with speakers.

Autumn update

27-29 October, Manchester, £1,635
(book before 27 September and pay £1,470)
ACCA’s autumn update for accountants provides a relaxed
environment in which to update your skills, benefiting from
the experience of your peers, as well as that of our expert
speakers. To give you maximum benefit from the training,
the update offers a choice of 11 out of 29 sessions, so you
can study the topics that interest you most.

greeted with a coffee cocktail
or coffee beer and receive a
250g bag of coffee.

Wales
ACCA Wales and HFMA
health conference
29-30 September, Cardiff,
from £100
Attendees will hear from
leading voices and thought

leaders, who will discuss
the latest developments.
You can contribute to the
debate and be a part of the
picture for NHS finance in
Wales. The keynote address
will be delivered by Dr
Andrew Goodall, director
general of health/NHS
chief executive, health and
social services group, Welsh
Government. ■
For more information:

Find details of these events at: members.accaglobal.com

09/2016 Accounting and Business

UK_A_events.indd 79

27/07/2016 13:12

80

ACCA | CA ANZ

Alliance in action

Helen Brand, ACCA chief executive, and Lee White, chief executive officer of Chartered
Accountants Australia and New Zealand (CA ANZ), explain the new strategic alliance
Following the announcement
in July that ACCA and CA
ANZ have entered into
a strategic alliance (see
page 9), we talk to the
chief executives of the two
bodies to find out what has
driven the move and how it
will affect their respective
members.
Why have ACCA and CA ANZ
formed a strategic alliance?
Helen Brand (HB): The
alliance between ACCA and
CA ANZ is about putting the
organisations side by side
so we can deliver tangible
and meaningful value to our
members. That is very much
our collective focus.

Why now?
Lee White (LW): This move
has business at its heart.
It is about expanding
the opportunities for our
members and
future professional
accountants,
ensuring they have
the right skills and
insight to make a
difference and be
a truly valuable
business partner.
Business
is affected by
drivers such as
globalisation,
facilitated in
significant part
by technology.

Where the business is
physically located is less
important to customers and
suppliers. So businesses need
to rethink their relevance to

The alliance is
about delivering
tangible and
meaningful value
to our members

their customers, and we as
professional bodies need
to rethink our relevance to
our members. They are right
at the heart of business. If
business is affected, so is the
way our members operate. It
is incumbent on leaders of the
profession to ask: ‘What do we
need to do to remain relevant
and deliver maximum value
for our members?’
HB: That wider context
informed the creation of the
alliance. It is about how we
can do things better, how
we can innovate, how we
can disrupt the environment
so we have a stronger
proposition on behalf of
current and future members.

► Meet the family

Helen Brand and Lee White (right) discuss
the alliance with employees at ACCA’s
headquarters in London
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How will members benefit?
HB: There are huge benefits
from bringing together two
brands that are very strong in
their own right. The alliance
may come as a surprise
because people can see the
successful paths both bodies
are already on. It’s about
combining our huge strengths
for the benefit of members.
Ultimately, our members
have to be delivering value
to their clients or employers,
by bringing the best skills
and insights. We know these
challenges are increasing –
and that they are increasingly
global. ACCA recently
published Professional
accountants – the future,
which takes a long-term look
at the capabilities accounting
professionals will need to
deliver. Together we are
more likely to address those
broader and deeper skills
expected of our members.
LW: The key is ‘relevance’.
Members need to be relevant
to their clients and in the
way they operate within
businesses. And we need to
ensure we remain relevant
to them.
Straightaway there will
be a boost to both brands,
and we will bring together
our thought-leadership
and advocacy to provide a
stronger voice on behalf of our
combined 308,000 members
and 480,000 students around
the world.
The influence members
can expect comes not only
through our combined size but
from the thinking that this will
produce. And we are also very
excited about the educational
and CPD offerings of both
organisations.
HB: The other element is
the global network to support
members and prospective
members, wherever they are
in the world.
What does the alliance mean
in practice for members?
HB: It will allow for dual

membership, with pathways
for both sets of members.
We have dual members
already: for ACCA members
living and working in Australia
and New Zealand, for instance,
there is an attraction in also
being a member of the
national body. We are both
looking at what we have
that will be of direct interest
and benefit to both sets
of members, such as CPD,
technical and policy work.
By doing this jointly we will
deliver a richer, more impactful
offering and a whole raft of
new support.
LW: The initial piece is sharing,
where it makes sense to do
so, which will quickly provide
momentum for further
exploration of how we can
work together for the benefit
of members. We are being
careful not to rush; a natural
pace will energise our teams
to deliver even better value.

of values and adherence
to ethics in our value
propositions. Connectivity
through values allows for a
foundation discussion over
what this alliance can be.
HB: It has been clear over
recent years that Lee and
I share a passion for the
global profession, both
our organisations being
actively outward-looking.
Our shared history of the
Royal Chartered status
resonates very strongly with
members across the world,
coupled with a very forwardlooking ethos.

How did the alliance happen?
LW: It was a natural coming
together rather than one
body approaching the other.
It starts with a common set

Watch the two chief executives on video and find out more
about the alliance at accaglobal.com/alliance

What are the challenges?
LW: The excitement
among the teams as to what
can be delivered is great,
but that has to be balanced
against ensuring that we
have the right processes and

systems in place to support
those deliverables.
HB: Keeping the focus going
is going to be really important.
But the excitement generated
among our teams and our
members is all to the good.
How will you work together?
HB: You get used to
late evening and early
morning calls! But we work
well together because a
tremendous amount of trust
and admiration has already
been built up at executive
level, among our governance
leaders and across our teams.
LW: I have been Helen’s
early morning alarm call! It’s
early days still and there will
be challenges, but those
challenges will be dealt with
given that the trust is there. ■
Peter Williams, journalist
For more information:

See Professional accountants – the future at
accaglobal.com/thefuture
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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

ACCA has received extremely
positive feedback from
employers about the value
that ACCA members bring.
ACCA conducts regular
research among members and
students to hear your views
on what ACCA does well –
and not so well. It also
surveys major employers
of accountants to hear
about their experiences of
ACCA in order to check that
they are getting the support
they need and to find out
about the value members can
bring to their organisations.
The latest survey,
conducted earlier this year,
found that employers continue
to rate ACCA as the leading
global accountancy body. This
means they appreciate the
global knowledge members
bring to their organisations,
and they are confident that
ACCA members work to best
practices and to high ethical
standards. They also see
ACCA as an innovative and
forward-thinking body.
Not only do employers
have a positive view of the
brand, they increasingly agree
that the ACCA Qualification
provides the relevant skills for
their business (88%). After the
recent move to four examining
sessions, the proportion of
employers who agree that the
flexibility of our exams meets

their needs has risen by 12%,
to 80%; they also increasingly
agree that the Qualification
provides a rigorous assessment
(86% as against 82% in 2015).
Employers also tell us
that the ability to demonstrate
the right business skills
and technical knowledge
is a key differentiator

of ACCA employees –
skills such as business
partnering, connecting
technical knowledge with
financial implications,
decision making and
problem solving, writing and
presentation skills, performance
management, and leadership
and teamwork. ■
For more information:

See ACCA’s CPD programme for help in developing your
professional skills at bit.ly/acca-cpd

Thanks for your views
Thank you to everyone who completed the AB readers’ survey – your feedback is really
valuable. To reflect your views, we will be making some changes to the magazine over
coming months. In the meantime, we are always interested to receive your comments, so
do send them in, to abeditor@accaglobal.com. Meanwhile, we are delighted to announce
the winners of the competition for filling in the survey: congratulations to Nadeem Ghumro
ACCA in Pakistan and Carol-Ann Kirk ACCA from the UK – your iPads are on their way.
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