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Welcome

Welcome
A clearer perspective
With the prime minister’s
Brexit position beginning
to emerge and Donald
Trump’s inauguration as
US president giving his
tweets more authority, businesses might be hoping for
a bit more clarity as 2017 rolls on. No better time, then,
for organisations to look at their attitude to risk. Always
treating risk as something to be minimised is both ‘limiting
and futile’; a better alternative is to work out what level of
risk the business is comfortable with so it can dare to take
a chance – encouraging words from our article on SMEs and
risk management on page 22.
Another blot on the landscape now taking on a clearer form
is the government’s Making Tax Digital programme. Despite the
extraordinary level of consternation aroused by HMRC’s online
push, the UK is not the first country to go through this process.
We explore other models around the world to compare and
contrast plans back home.
In a fascinating interview with ACCA’s strategic partner
Chartered Accountants ANZ, Nobel Peace Prize winner and

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

Accountancy Futures
View our twice-yearly research and
insights journal including discussion
on key themes facing financial
professionals at
accaglobal.com/futuresjournal

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

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

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

former UN secretary-general Kofi Annan gives his view on
what has given rise to such phenomena as the Brexit vote and
the shock election of Trump; he also talks about the accountancy
profession and the important role that professionals should be
playing in influencing companies’ governance. See page 38.
The rigour of the professional auditor is also scrutinised in
our article on professional scepticism. According to a recently
published ACCA report, the problem is that because scepticism
isn’t something that can be measured objectively, regulators (and
auditors) need a better understanding of psychology, and of
cognitive bias in particular, to underpin it.
Meanwhile, in this month’s big interview we speak to Paula
Kensington FCCA, CFO and COO Australia and New Zealand
at flexible workplace provider Regus. Kensington left the UK
10 years ago to build her career down under. Since then, she
has been named CFO of the Year at the Thomson Reuters 2013
Tax & Accounting Excellence Awards, and has now set herself
the challenge of making CEO by the age of 50. Read her story
on page 12.
Jo Malvern, editor, joanna.malvern@accaglobal.com
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offices and active centres.
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► Close encounters
MEPs have called for
comprehensive rules
for how humans will
interact with artificial
intelligence and robots,
in what they call the new
industrial revolution

▲ Back to black

Vinyl sales topped
three million last year,
the highest UK total in
25 years. The Beatles
were among the top 10
bestselling artists in the
2016 vinyl charts

▲ Quids in

The £1 coin is being
replaced by a new
12-sided version, which
will enter circulation on
28 March. Old coins
will have to be spent or
turned in by 15 October

▲ Dazzling display

Low attendance by
UK companies at the
Consumer Electronics
Show in Las Vegas has
been blamed on a lack
of support for the event
from the UK government
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▼ Big bird

Ahead of taking
office, US President
Donald Trump was
reimagined in avian
form to help usher in
the Year of the Rooster
in Taiyuan, China

▼ Fraud factor

Pop singer and former
X Factor judge Rita Ora
has lost a large chunk of
her fortune as part of an
alleged £2.3m fraud by
a Northampton-based
accountant

▼ Turning the tide
A proposed £1.3bn
tidal lagoon in Wales’s
Swansea Bay has
moved a step forward
after being backed
by a UK governmentcommissioned review
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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
Transparency required
Governments and public
sector auditors must make
financial reports easier to
understand, according to
the International Budget
Partnership. Its report How
Does Civil Society Use Budget
Information? found a ‘fiscal
transparency effectiveness
gap’ between the financial
information provided by
governments and that needed
by civil service organisations
for analysis and advocacy. It
concluded that governments
and public body auditors need
to make financial reporting
more detailed and easily
understood to improve citizen
engagement and oversight and
to strengthen accountability.

High pay, little value
There is a ‘negligible’ link
between high CEO pay and

corporate performance,
according to a detailed
study by Lancaster University
Management School,
commissioned by CFA UK.
The research found that major
companies’ investment returns
rose by 1% in a decade when
senior executive pay jumped
by over 80%. Will Goodhart,
chief executive of CFA UK,
said: ‘Compensation practices
in the UK have come a long
way in recent years, but this
report’s findings demonstrate
there is far still to go and that
too few of today’s popular
approaches genuinely align
senior executives’ pay with the
economic value they create.’

EU ‘negligent’ over VW
The European Commission
has been slammed in a draft
report by the European
parliament for alleged failures

in not preventing the VW
diesel emissions scandal. The
parliament claims that the
commission was negligent and
guilty of maladministration.
The draft, which will go to a
parliamentary vote, claims
that EU emissions rules were
not properly enforced in some
member states, that evidence
of emissions irregularities
was disregarded, and that
real-world testing of emissions
should have been employed.
The European Commission
declined to comment.

McD’s tax base to UK
Fast-food business
McDonald’s is to move its nonUS tax base to the UK from
Luxembourg. The decision
follows an investigation by the
European Commission, which
alleged that Luxembourg
broke the EU’s state aid rules

by providing tax adjudications
that allowed the group to
minimise its tax liabilities.
McDonald’s said it had
chosen the UK because of the
‘significant number of staff
based in London working on
our international business,
language, and connections to
other markets’.

Changes at Sports Direct
Sports Direct International
has agreed to change its
reporting practices following
a review of its 2015 annual
report and accounts by the
Financial Reporting Council
(FRC). The FRC noted that the
2015 strategic report failed to
discuss the development and
performance of the company’s
international stores; failed to
include in its key performance
indicators stores in Austria
and the Baltic states that were

Reasons to be cheerful
Business leaders globally are more confident about the
economy, according to Grant Thornton’s latest quarterly
survey, with optimism at its highest since the third quarter of
2015. Business optimism in the EU jumped from 28% in the
third quarter of 2016 to 35% in the fourth.

38%

of global businesses
are optimistic about
the economy

16%

of global businesses
expect exports to
increase in 2017

Source: Grant Thornton’s International Business Report
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acquired in 2014; and did
not discuss the effect of the
performance of these stores
on the company’s results.

Airbnb’s Irish profits
Airbnb will continue to
operate an Irish subsidiary to
hold profits and reduce its
US tax liabilities. The online
homestay business has denied
accusations that it also uses its
Irish subsidiary to reduce UK
taxes. It has, though, adopted
a new policy limiting Airbnb
rentals in London to 90 days
a year, except where hosts
have obtained the requisite
planning permissions for
longer stays. The change in
policy is expected to increase
UK VAT revenues by reducing
the capacity of Airbnb hosts
to compete with hotels.
Airbnb pointed out that it paid
£317,000 in UK tax last year.

EU VAT rules to simplify
Large transactions within the
EU could be made VAT-free
under proposals published by
the European Commission.
The move would make EU VAT
rules similar to those for sales
tax in the US and reduce the
scope for VAT fraud. Under
the proposals, transactions
between businesses for more
than €10,000 would become
VAT-exempt, and VAT would
be charged only on the
final retail purchase by the
consumer. Large-scale VAT
fraud is thought to cost EU
member states in the region of
€160bn a year. Pressure to take
action has been led by the
Czech Republic.

ECJ rules on tax as aid
Tax benefits that are made
available only to multinationals
and that reduce the overall
tax take could represent
unlawful state aid and so be
in breach of EU rules, the
European Court of Justice has
confirmed. The judgment – in
the World Duty Free Group
case – is likely to limit the
scope for member states

to provide preferential tax
treatment for multinationals.
The ruling is likely to support
the European Commission’s
decision that Ireland’s tax
agreement with Apple
represents illegal state aid.

UK tax haven registers
UK overseas territories
including the British Virgin
Islands and the Cayman
Islands would be forced to
publish public registers of
beneficial ownership of their
companies, under a proposed
amendment to the Criminal
Finances Bill. The bill was
tabled by about 80 MPs from
several political parties. Those
putting it forward include the
former chair of the public
accounts committee, Margaret
Hodge, and the current chair,
Meg Hillier. The British Virgin
Islands, the Cayman Islands,
Jersey, Bermuda and Barbados
all appear in Oxfam’s list of the
15 ‘worst corporate tax havens’
in the world.

Football tax review
A review of tax avoidance
practices in football should
be instigated, HMRC chief
executive Jon Thompson has
told the House of Commons’
public accounts committee.
Thompson was speaking in
response to revelations that
highly paid footballers and
football managers are paid
a large part of their earnings
offshore for image use rights.
This practice is ‘the most
significant risk in football’ for
HMRC, Thompson said. An
existing HMRC investigation
team has generated £158m in

Reach magazine
Reach magazine marks the launch of the strategic alliance
between ACCA and Chartered Accountants ANZ.
Articles on a range of current issues highlight the common
challenges facing professional accountants across the
world, whatever their role.

Get the Reach magazine app for:
* iPhone or iPad
* Android
* Kindle
Or read Reach online at accaglobal.com/alliance
tax revenue over the past two
years by examining income
from image rights in the
football sector.

CFO smiles broaden
The highest level of economic
optimism for 18 months
among CFOs in the UK has
been recorded by the latest
Deloitte CFO survey even
though the ongoing Brexit
issue remains their primary
concern. Some 89% say they
face high levels of economic
and financial uncertainty,
marginally up from 88%
in the previous quarter,

and down from 95% in the
immediate aftermath of the
EU referendum. David Sproul,
senior partner and chief
executive at Deloitte, said:
‘2016 has been a tumultuous
year, but the optimism seen in
this survey does give us some
confidence heading into 2017.

Bid retreat by Deloitte
Deloitte will not to bid for
government contracts for six
months after a leaked memo
doubted the existence of a
Brexit strategy in government.
The memo criticised
Theresa May’s style of

»

Westpac CFO becomes IFAC president
Rachel Grimes has been elected president of IFAC, the
International Federation of Accountants. She is CFO of
Australian financial services company Westpac and was
previously with PwC. Grimes takes over from Olivia Kirtley,
who was IFAC’s first female president. In-Ki Joo of South
Korea, an accounting professor at Yonsei University, is IFAC’s
new deputy president.
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leadership and suggested
the Cabinet and civil service
were unprepared for Brexit.
A Deloitte spokesman
said: ‘Deloitte regrets the
publication of the two-page
note, and has apologised for
the unintended disruption it
caused government. The note
was for internal audiences and
was not a Deloitte point of
view. We have put forward a
plan for working with central
government to put this matter
behind us.’ See also ‘Brexit
jitters’, page 30.

Regester Larkin acquired
Deloitte has acquired crisis
management consultancy
Regester Larkin, which is being
merged with Deloitte’s existing
crisis and resilience business
line. The new practice will
have a workforce of 70 people,
operating under the Regester
Larkin by Deloitte brand.

Audit wins
Deloitte has been awarded
the GlaxoSmithKline audit,
previously held by PwC and
worth £20m a year. It also won
iron ore producer Ferrexpo’s

audit tender, replacing EY.
PwC is the new auditor for
Rolls-Royce Holdings – KPMG
had been auditor since 1990.

L&G turns to EY for CFO
EY senior partner Jeff Davies
has been appointed Legal &
General group CFO. Davies
currently leads EY’s European
risk and actuarial insurance
services practice. He will
take up the L&G post in the
spring, with existing CFO
Mark Gregory remaining with
the company until the end
of August to assist with the
handover. Before joining EY
in 2004, Davies held senior
actuarial roles with Swiss Re’s
life and health business.

Revenue up, profit down
KPMG’s UK revenues rose
from £1,96m to £2,07m in the
year ending 30 September
2016. However, profits fell
by 2% as a result of heavy
technology investment, with
average partner pay reduced
from £623,000 to £582,000. UK
chairman Simon Collins was
paid £1.8m, down from £2.2m
in 2015. Audit revenues rose

by 3% to £488m, tax by 4% to
£410m, deal advisory by 6%
to £386m, and management
consulting by 13% to £257m.
The firm’s risk consulting
revenues fell by 5% to £236m.
The total UK workforce
increased by 1,500, taking total
staffing to 13,000.

KPMG grows revenues
Global revenues at KPMG
International grew by 8%
to US$25.42bn in the year
ended 30 September 2016.
Global headcount reached
189,000 after the network
hired more than 37,000 new
graduates and professionals,
and recruited 300 new
partners; it also promoted 600
staff internally as partners.
Revenues grew by 9.8% to
US$4.06bn in Asia Pacific;
by 9.6% to US$10.01bn in
the Americas; and by 6.0%
to US$11.34bn in Europe,
the Middle East and Africa.
Audit was the biggest income
stream, growing by 4.5% to
US$10.12bn; advisory grew
by 11.5% to US$9.74bn, and
tax revenues rose by 8.8%
to US$5.56bn.

Acquisition hit tails off
Goodwill impairments in the UK fell to €7.7bn in 2015 (or £6.5bn), the lowest level since
2010, according to Duff & Phelps’ 2016 European goodwill impairment study. The study,
which tracks the Stoxx Europe 600 index of mixed-cap companies in 17 countries, found that
goodwill impairments by UK companies in the index fell by two-thirds from a peak in 2012.
€23.7bn
€16.0bn
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€12.4bn
€7.7bn

€5.0bn
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Acquisitions boost BDO
BDO has reported global
revenues of US$7.6bn in the
year ended 30 September
2016, an increase of 8%. The
workforce grew to 67,000.
Revenues in the US rose by
23% to US$1.29bn, aided by
acquisitions in San Diego,
Boston, Salt Lake City, New
York and Florida. Wayne
Berson, CEO of BDO USA and
chairman of BDO International,
said: ‘As we continue to
grow the network, we have a
long-term investment strategy
in global infrastructure,
technology and talent that
ensures we can provide
exceptional client service
and enables us to continue at
the forefront of the ongoing
consolidation taking place in
the profession.’

BDO promotes 980
BDO has promoted 980 people
in its audit, tax, advisory
and support functions. The
promotions follow a 22%
rise in profits at the firm last
year. Managing partner Paul
Eagland said: ‘Accountancy is
a profession where demand for
great people outstrips supply.
Providing clear development
opportunities, and doing so in
an environment that rewards
innovation and collaboration,
is crucial in helping our people
reach their potential.’

GT profit drop
Grant Thornton’s revenue rose
by 2.5% to £534m in the year
ended June 2016, but profit
fell to £72m from £82m in 2015
after significant investment in
IT systems. Profit per partner
fell from £398,000 in 2015 to
£344,000 in 2016. CEO Sacha
Romanovitch said: ‘Following
my appointment we set a bold
strategic agenda anchored
in our purpose of helping to
shape a vibrant economy,
grounded in the belief that
businesses thrive when they
fully contribute to the system
on which their sustainable
growth depends.’
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Scottish tax challenge
HMRC faces significant
challenges in administering
the Scottish rate of income tax,
the National Audit Office has
warned. The NAO said that
with tax rates and thresholds
differing between Scotland and
the rest of the UK, it is crucial
that HMRC maintains accurate
address information for Scottish
taxpayers and ensures the
potential for tax avoidance and
evasion is mitigated. HMRC will
have to report to the Scottish
government the amount of
the Scottish rate of income
tax collected and provide an
IT solution that allows private
pension providers to claim
relief at source.

Budget on 8 March
The last spring Budget will
take place on Wednesday
8 March. Thereafter, Budgets
will be autumn events,
with the autumn statement
disappearing. An annual
spring statement will provide
updated Office for Budget
Responsibility forecasts for
the economy and the public
finances. It is intended that
the spring statement will make
changes to fiscal policy only
when economic circumstances
require it.

One-shop advice stop
The government is consulting
on plans to replace the
Money Advice Service, the
Pensions Advisory Service
and the Department of Work
and Pensions’ Pension Wise
operation with a single advice
agency. The new agency is not
intended to provide regulated
financial advice other than
debt advice. It may take on a
role of liaising with financial
services providers and charities
to consider value for money for
consumers. The consultation
runs until 13 February. See also
page 55 of ‘Technical update’.

Jenkins joins Blockchain
Former Barclays CEO Antony
Jenkins has joined the

December with a new name,
website and philosophy. Chief
executive Olivier BoutellisTaft said: ‘Professional
accountants deliver expertise
to businesses of all sizes,
policymakers and civil society.
They bring the trust, integrity
and transparency that make
economies sustainable.
Accountancy Europe speaks
for almost one million
professional accountants
in Europe and helps them
respond to the challenges of
today and tomorrow.’

Lelliot honoured
John Lelliot FCCA
(pictured) received an
MBE in the New Year
honours list for services
to the Crown Estate and
for tax policy. Others
honoured included PwC’s
former senior partner
chairman Ian Powell, who
has been knighted for his
contribution to professional
services and the voluntary
sector. EY’s head of fintech,
Imran Gulamhuseinwala,
received an OBE for
services to financial
services. HM Treasury
director Michael Williams
was given the Order of the
Bath for services to global
tax policy and taxpayers.

board of fintech company
Blockchain. Jenkins explained:
‘Blockchain technology has the
potential to reinvent the way
we use money and contribute
to a finance system that’s highquality, low-cost, secure, fair
and transparent. I am proud
to join a company playing
a pivotal role in ushering in
a new era.’ Blockchain has
offices in London, New York
and Luxembourg, and is the
world’s largest provider of
digital wallets for bitcoin.

RSM Tenon reprimand
RSM Tenon’s former CEO
Andrew Raynor has admitted
conduct below required
standards for a professional
accountant with regard to the
firm’s financial statements for
the year ended June 2011.
Raynor and the FRC agreed
a fine of £40,000, reduced to
£26,500 after mitigation and a
settlement discount, plus costs
of £50,000 and a reprimand.
The FRC also delivered a
formal disciplinary complaint
against former RSM Tenon
FD Russell McBurnie, auditor
PwC and audit engagement
partner Nicholas Boden. A

More women at S&P 500

spokeswoman for PwC said:
‘We have cooperated fully with
the FRC throughout its lengthy
investigation over the past five
years. We are disappointed
that the FRC has decided to
pursue a complaint and we
will defend our work.’ Baker
Tilly bought RSM Tenon out of
administration in 2013.

GT in DataCheckPoint
Grant Thornton is partnering
international law firm Lewis
Silkin to launch a data and
cyber security audit service
called DataCheckPoint. The
service is the first of its kind,
according to the two firms.
DataCheckPoint is designed
to help clients prepare for a
changing context, including the
implementation of the general
data protection regulation and
the security of network and
information systems directive,
both of which will come into
effect in May 2018.

FEE rebrands
FEE – the Federation of
European Accountants – has
rebranded as Accountancy
Europe. The organisation
marked its 30th anniversary in

Women represent a growing
proportion of S&P 500 board
membership, according to
the 2016 Spencer Stuart
board index. Some 32% of
independent directors of the
500 biggest US corporates are
women – the largest proportion
since the index began in 1998.
The increase in female directors
has been accompanied by a
rise in the number of first-time
independent directors – up
from 26% in 2015 to 32% last
year. However, the latest study
also found a reduction in board
turnover, with companies
increasingly concerned about
board continuity.

Integrate climate risk
Companies should integrate
their risk management activity
in response to the threat of
climate change, according to
the Financial Stability Board’s
task force on climate-related
financial disclosures, chaired
by Michael Bloomberg. The
findings were welcomed by
the International Integrated
Reporting Council. ‘The IIRC
believes implementation of the
task force recommendations
can be a major step towards
ending the fragmented
approach to the management,
measurement and disclosure
of climate-related financial
risks,’ said IIRC chief executive
Richard Howitt. ■
Paul Gosling, journalist
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‘You don’t need
to have all
the answers.
It is about
surrounding
yourself with
people who can
help you’
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Eyes on the prize

As CFO and COO Australia and New Zealand of flexible workplace provider Regus,
Paula Kensington FCCA has come a long way – and has her sights set on the top job

I

n many ways Paula Kensington could be seen as
a ‘minority’: a senior woman in what is still a maleheavy profession, with a CV that shows she has switched
sectors; a Brit carving out a career in Australia; and an awardwinning CFO who has never been to university. She is also
forward-thinking – consciously developing her own brand
through judicious use of coaching, networks and social media.
Her response to such analysis? ‘I think it’s a good idea to
say yes more often and get scared more often,’ she says. Her
achievements are all the more remarkable against a backdrop of
tragedy in her personal life, which would have placed the career
hopes of a lesser person on hold.
Perhaps, though, she did have two advantages. The first
was insight into the accountancy world – both her father and
brother are ACCA-qualified, so maybe there is something in the
blood. The second is that her first finance role was at a printing
company, a sector where women were more likely to be adorning
calendars next to the presses rather than making decisions in the
finance team. Prosper there and you could do so anywhere.
It was 10 years ago, when CFO at KeyCorp (see box) in
Australia, that Kensington really discovered the power of the
network. ‘You don’t need to have all the answers,’ she says. ‘It is
about surrounding yourself with people who can help you.’ One
network she discovered was ACCA. ‘Everyone in London knew
ACCA, but it wasn’t so renowned in Australia, and that’s when I
realised I needed to do something about it.’
She joined the ACCA ANZ Network Panel and is now chair.
‘We’re 12 volunteers, but I want to look back and say we’ve made
a difference. We need targets just like an ordinary business’ – such
as posting regularly on the ACCA Australia and New Zealand
LinkedIn group with its 1,190 members. ‘Each of us posting once a
month isn’t onerous, nor is posting details of networking events,’
she says. ‘They are simple measures of success.’
Being named CFO of the Year at Thomson Reuters’ 2013 Tax
& Accounting Excellence Awards, Kensington was determined
to leverage that success. ‘Every January I ask myself what I want
to do this year.’ One of the answers was to become a CEO, so
she has created her pathway to this objective. While statistics
on CFOs becoming CEO vary, none of the figures from around
the world is reassuringly high; this step will be no mean feat.
After carrying out a personal SWOT (strengths, weaknesses,
opportunities and threats) analysis and deciding communication
was a weakness, she enrolled on a communication course at a
Sydney university, which covered rhetoric and storytelling. ‘As
CFO I am the communicator between the board, stakeholders,
the business,’ she says.

In her 30s, after a career based in
London working as group accountant
for Polestar and Chubb, Kensington
decided to travel. Arriving in Australia
in 2007, she was so struck by the
beauty, space and the relaxed pace of
life that she applied for her skills visa
to stay in the country. She was back in London for only a
few weeks before she gained the right to return.
She found a short-term contract job with payment
provider KeyCorp. No sooner had Kensington arrived than
‘the wheels fell off the company’, with a banking covenant
breach prompting CFO, CEO and chairman to depart
and Kensington to be offered the financial controller role.
Within 12 months of building a new team, she stepped up
to CFO. ‘It felt like the loneliest time, like being on top of
the iceberg with no one to help you,’ she recalls.
After KeyCorp had been partly sold and the rest reorganised, Kensington looked for a new role. She then
suffered a double blow: her partner died suddenly in 2010.
Happily, she subsequently married, on the 12th day of the
12th month 2012.
She joined fintech start-up Rubik Financial as CFO,
where she was named CFO of the Year in the Thomson
Reuters Tax & Accounting Excellence Awards, in
recognition of her role in turning around the loss-making
quoted company, transforming the share price from
4 cents on arrival to 53 cents a share. In growing the
business, implementing a robust financial system and
creating the finance function, she says that working with
her finance team she had achieved a lot. ‘It is important to
have that third-party recognition,’ she says.

CV

Inspiration for others
As well as communication, Kensington sees the CEO role as
being about leadership and providing inspiration for others. So
she has hired – at her own personal cost – a virtual assistant to
put her brand onto social media. ‘My LinkedIn profile is twodimensional. If people want to know me and my values they
can read my blog. I write personally about what happens in my
professional career.’ For instance, she has written about being
bullied at work.
As well as the forthright blogs, other strategic steps include
speaking at conferences at least once a quarter and aiming

»
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twice a year for press coverage (so this article is another tick on
the list).
Her aims explain her current role as CFO at Regus, which
includes COO work. ‘Knowing what goes on at the coalface
is going to help to get me to a CEO role,’ she says. Further
research told Kensington that exposure across multiple functions
increased the likelihood of making it to CEO. Her current role
has ‘lifted the blinkers’, as she currently has 12 sales people

reporting to her. As a leader she’s determined to sit down with
them and help them get to where they want to be. ‘I’m going to
get a better outcome than if I just asked them if they had met
their KPIs [key performance indicators],’ she says.
Leadership for Kensington is about being the best she can
be and helping others to do likewise. ‘That is my purpose. I work
with a business coach; she spent 12 months trying to get me to
articulate my purpose and I became frustrated and wanted to
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With the whole nature of work
changing, Regus has moved from
the serviced office model towards
helping businesses work flexibly.
‘Rather than taking a large space
for, say, seven years, companies
can operate more flexibly, taking
smaller space for a shorter time near where their
employees need to be,’ Paula Kensington says. ‘That
idea is disrupting the traditional premises strategy of
just signing the next long, expensive lease, which got us
to this point.’ Her role at Regus is telling that disruption
story and bringing on an entry-level cohort of managers
and leaders.
Regus is headquartered in the UK, so it needs
presence in Australia. Kensington’s finance team is an
outsourced operation based in the Philippines.

Basics

move on.’ The coach argued that once Kensington knew her
purpose everything else would fall into place. People know in
their heart what their purpose is,’ says Kensington. ‘Losing my
partner seven years ago showed me the fragility of life and that
it is a gift. And we should live each moment as if it were our last.
That doesn’t stop me running around like a headless chicken, but
some people don’t realise this until they are on their deathbed.’

*
*

*
*

‘We all did our best to kill each other’
She makes little of gender differences, perhaps because of her
two brothers. (‘We all did our best to kill each other when we
were kids.’) As part of her personal development, she is involved
with a ‘workplace-ready’ scheme at Macquarie University in
Sydney, where industry partners talk to accountancy students
about life as a CFO. ‘Both male and female students ask me how
to become more confident, so I don’t believe that is a gender
issue,’ she says. ‘But I do think that being female can help in the
battle of egos. I will get what I want but do so in a softer way.’
When first in Australia, Kensington took up singing again.
As part of her singing exams she performed in a park in Sydney.
‘I was scared but I thought: what was the worst that could
happen? Someone thinks me an idiot. Big deal.’ Her advice
is to find mentors away from work who can hold up a mirror
to weaknesses and offer diversity by being from different
professional backgrounds.
When going for a new job, she says the inner voice will
challenge her capability for the role, but Kensington says it is a
test of confidence to resist. ‘Don’t listen to that fear-based voice
that says you can’t do something.’
What about her 2017 personal targets? She wants to improve
on influencing; she reckons that, as CFO, she may have influence
due to her title rather than authentic leadership. She wants to
ensure that is not the case.
And there is the drive for the CEO role. One recent
networking lunch involved Kensington meeting with six

*

‘I left school at 16 with the only
clarity that I did not want to be an
accountant.’

Tips

Wanting to be financially selfsufficient, Paula Kensington’s first
job after leaving school was in
retail but it didn’t match her expectations of a dream
job, so a career in accounting didn’t seem such a bad
idea. ‘ACCA gave me an opportunity without having
a degree,’ she says. ‘I have been embarrassed by and
silent on my lack of a degree for most of my career. I
felt it wasn’t going to get me places. But now I have
got places I realise I should be proud to have got there
without the normal pathway.’

She has ‘bottled the moment’ when she read the letter
from ACCA that informed her she had passed her
exams. She says: ‘It was at that moment that I thought I
could do anything,’ she says.
She passed her ACCA exams while at printers Polestar
– a company at one time part of Robert Maxwell’s
British Printing Corporation – and in all spent nine
years there. Her career was helped both by the CFO
and the ACCA-qualified finance manager. ‘Being a big
fish in a little pond gives you exposure to all sorts of
roles and situations.’
Of the ACCA CA ANZ tie-up, she says: ‘The strategic
alliance is an exciting opportunity for members of
both accounting bodies. In all great relationships there
needs to be a value exchange for both parties, and I
think this is true with ACCA and CA ANZ. It will bring
statutory recognition to ACCA members locally and
give CA ANZ members great opportunities across the
globe to enjoy the benefits of being a member of the
world’s largest accounting body.’

other women who all gave an elevator pitch. Kensington’s
centred around having greater clarity over why she wanted to be
CEO. ‘If my boss isn’t going to go any time soon, I need to look
for the next step,’ she says. ‘It would be too easy to do another
CFO role because that is what people know me for.’ Turning 50
in 2020, she aims to have made CEO before then, or at least
made a clear step towards it. ‘Being an accountant I’ve even put
it on a spreadsheet.’ ■
Peter Williams, journalist
For more information:
Read Paula Kensington’s blog at bit.ly/blog-pk

02/2017 Accounting and Business

INT_F_Kensington.indd 15

18/01/2017 15:22

16

Focus | Board effectiveness

Audience gratification

The Financial Reporting Council’s corporate governance code urges the timely supply of
information targeted at the board, but how can this be achieved in practice?

B

oard effectiveness is a keystone for good corporate
governance. Regulators promote high standards
around the boardroom table and constantly monitor
developments to ensure that directors, both executive and
non-executive, can discharge their responsibilities to the
levels expected of them.
Indeed, board effectiveness forms one of the main sections
in the Financial Reporting Council’s (FRC) corporate governance
code, and the financial watchdog is currently undertaking
a review of its guidance on board effectiveness, which was
first published in 2011. This will go hand in hand with the UK
government’s own corporate governance reform agenda,
launched last November, which recognises the importance and
value of the FRC’s code and guidance notes.
The government’s position starts from the point of view
that when individual companies lose the confidence of the
public, faith in the business community as a whole diminishes.
With corporate scandals rarely far from the headlines, there
has arguably never been a greater need for raising the bar for
governance standards, not just within the UK’s large publicly
listed corporations, but also within the largest privately owned
companies. But what does an effective
board look like, and how can company
directors, and their stakeholders, be sure
that even when they know what it looks
like, they are able to achieve it?

Highlighting the relevant

Flows to the board – key questions
1. How do you ensure that as a non-executive director
you have all the information you need, presented in
an appropriate manner to enable you to carry out
your role?
2. Does the board decide on the information it needs
from management to make informed long-term
decisions for the company?
3. How have you influenced the content/length/structure
of board papers over the past few years? What could
be done to improve them further?
4. Are your board information and agendas structured to
reflect the interests and objectives of the board?
5. How do you demonstrate the quality of board
information and decision-making to shareholders?
6. What information sources (outside of board papers)
do you have access to and make use of to obtain a
holistic view of the market and the industry? Does
the company furnish you with these resources?
Source: EY

‘With datablending and
visualisation tools
you can draw in
external as well
as internal data so
directors can see
where they stand’

A report from EY and the Investment
Association (Board effectiveness –
continuing the journey) highlights a
number of themes that impact the
effectiveness of a company board.
These include the roles of the chairman,
non-executive directors and investors,
the importance of diversity, succession
and evaluations, and how information
flows to the board.
It is the last theme that often gets
overlooked when board effectiveness is
reviewed, yet it is an issue that raises some important questions
(see box). There can be a temptation to throw anything and
everything into board meeting papers so that no one can
complain of not having access to company information. But
conversely, it can be equally tempting to provide only highlevel information in the belief that, if directors require more

information on particular points,
they can simply ask for it ahead of
the meeting or request a follow-up
meeting.
The reality is that the answer lies
somewhere in between and can vary
from one board member to another.
But, as the report says, timely,
accurate and relevant information is
the cornerstone of good decisionmaking. Indeed, a board can never
be effective if its members are not
supplied with the right information.
As the FRC highlights in its
governance code: ‘The board should
be supplied in a timely manner with information in a form and of
a quality appropriate to enable it to discharge its duties.’
Could the answer lie in the better use of technology? The
rapid evolution of data analytics is a double-edged sword. On
the one hand, it is now possible to access in real time detailed
information on company performance, but on the other, it
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is possible to be so surrounded by the trees of data that it
becomes difficult to see the wood of the bigger picture.
‘The status quo today is that you can take an issue, carry
out an analysis, shape it into a few key graphs, put them into a
PowerPoint presentation, which is then sent to the board ahead
of a meeting, and then present it at the board meeting,’ says
Ian Spatz, practice lead at business and technology consultancy
Slalom Consulting. ‘But you often have directors, especially
those that are less connected to the core analysis, who want to
make the right decisions, who want to know what lies behind
the numbers. This is an important question, and often the
response is that an executive will go away and investigate it and
report back at the next board meeting.’
Spatz argues that it should be possible to drill into the
numbers and interact with them during the meeting. Data
visualisation is one tool that allows individuals to do exactly
that. ‘There is no reason why boards should not be able to do
this,’ Spatz says.

Drilling down
But there is the view that headline figures that are presented to
the board are controlled by senior management, which wants
to place its own commentary around them.
‘There can be a lack of transparency and an inability to drill
into the numbers,’ says Richard Fayers, practice area director of
Slalom in London. ‘But now that boards are becoming far more

17

liable, this is a risk that they should not be exposed to. You
may think that the top numbers look absolutely rosy, but when
you drill into them you may find a particular site or product line
that is not performing, so it is very helpful to uncover that and
to ask why.’
This ability to explore and understand the data, combined
with techniques to compare and contrast with competitors
within the same market while accessing other, external data
sources, provides a powerful route to a more effective board.
‘Alongside the financial data, there may be macro-economic
factors at play,’ says Fayers. ‘You can get to this data separately,
but with data-blending and visualisation tools you can draw
this external data into the same place so that directors can see
exactly where they stand. This will allow them to do their job –
to enquire and to challenge.’
There is always the threat of data overload, but as Fayers
says, ‘you can empower the board members with the ability to
surface anomalies and issues in an intuitive way so that they can
quickly get to the answers’.
This information will still need to be managed, but if
presented in a user-friendly, non-technical way, it will allow
board members to ask what lies underneath and see the
answers there and then, and that can only help make them
more effective. ■
Philip Smith, journalist
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Not waving but drowning

Despite today’s ‘always-on’ culture, the UK workforce is becoming more stressed and less
productive. Could the answer be to put psychology before technology?

I

f 2016 didn’t scream loudly enough that we live in
precarious and insecure times, buried beneath the
year’s major shocks were ominous rumblings about poor
productivity levels and an increasingly stressed workforce.
In July recruitment specialists PageGroup released a
productivity study purporting that half the UK workforce doesn’t
fully understand what productivity actually means. Surveying
1,000 UK-based office workers, the study describes an ‘alwayson’ workforce unable to translate long hours into increased levels
of productivity, and incapable of finding efficiencies despite
advances in digital technology and mobile communication.
At around the same time, SAP-owned expense and invoice
management software provider Concur released a report titled
Virtual instanity: into the age of the on-the-go economy. Warnings
came thick and fast: businesses and individuals are struggling to
adapt to a world they have not created; ‘a perfect storm’ of mobile
technology, insecure workforces and a demanding digitally native
younger generation are creating an always-on culture; despite
promises of smoother working lives and processes thanks to
technology, we’re actually struggling to maintain productivity.

Human design fault
The underlying question that runs through these reports is
why, when technology should provide efficiencies and take
work off our plates, are we working more, yet perplexingly less
productively? Or is this in itself a myth, overblown by sponsored
marketing surveys and studies?
‘Companies can be 24/7; people can’t,’ says Grace Marshall,
a productivity ninja with consultants Think Productive. ‘As human
beings we are not designed to work continuously without breaks.
Working increasingly long hours leads to lower productivity,
lower morale and poorer decision-making.’
Even once aspirational concepts such as multitasking are
becoming maligned by being always on, with anecdotal research
suggesting it can cost up to 40% of our productive time. ‘Being
always available means you’re never fully available, which
encourages multitasking – the act of doing many things badly,’
says Marshall. ‘When we try to multitask, what we’re really doing
is rapidly refocusing and there is a cost each time we switch
tasks. As a result, all tasks take longer, nothing gets our full
attention and the quality of our work suffers.
‘Always on can also breed a reactive culture, valuing the
quick win over long-term impact, leaving little space for strategic
and creative thinking. Mixed with our traditional British hard
work ethic, the “always-on” culture can lead to “face time”
and “busyness” being valued more than productive outcomes.

Against the clock
The PageGroup study of workers’
productivity found that:
35% feel their working day is
always productive
78% admit they want to be more
productive
69% feel pressure to be more productive
39% often or always work outside their contracted hours
56% have work emails on their personal devices
26% say they are most productive before 9am.

*
*
*
*
*
*

Throwing more time at something is rarely the most effective or
innovative solution.’
While the operating environment for many businesses and
organisations has proved difficult since the global financial crisis,
the way individuals and teams operate has arguably been most
disrupted by technological innovations.

Broken promises
Concur’s report views technology, especially mobile, as a broken
promise; advances were to drive higher levels of productivity,
when in fact for many they simply, as yet, haven’t. Yet the report
retains the view that technology will also provide part of the
solution, that it will eventually come good. Currently we’re
experiencing teething problems integrating and embedding new
technologies into our processes and lifestyles.
But the view that productivity has been crippled by
technology is not shared by all. Experiences will depend on
the size and type of an organisation, individual teams and
readers, and that perhaps the younger end of the workforce are
impatiently driving technology and process adoption.
‘Without a doubt technology has enabled a more
productive work environment,’ says Alastair Barlow FCCA, My
Financepartner leader at PwC in London and owner of luxury
men’s fashion brand Staag.
‘Large entities tend to be a lot slower than smaller ones at
embracing new technology, mainly due to risk appetite and large
infrastructures that would need to change to enable adoption
across thousands of employees. There is a demand across all
segments of employees to leverage technology,’ says Barlow.
‘The younger generation may be earlier adopters mainly
because they are in the know a lot sooner, they are more social

Accounting and Business 02/2017

UK_F_productivity.indd 18

18/01/2017 11:28

Productivity | Focus

and see new technologies quicker,’
he continues. ‘At the other end of the
spectrum there are employees who
are reluctant to change or to learn new
things, but the mass of employees
are keen to change and use new
technology. A lot of the time, people
are using newer technology themselves
on their smartphone way before a large
corporate adopts it.’

Under pressure
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weakness – not being organised, not
knowing how to stop and also not
working efficiently. A business leader
sending an email out of typical office
hours is not inspiring.’
To better understand one another
and clarify what performance should
look like, Marshall says we need to
put people before technology. This is
echoed in Concur’s report, which talks
about using technology to bring about
a return to ‘supportive business’ models
underpinning employees’ physical,
psychological and financial wellbeing.
Ultimately there’s an opportunity within
all the disruption for individuals to
achieve more, both in and out of work.
‘Think psychology before
technology,’ says Marshall. ‘Do the thinking first, then decide
how you want to use technology to support, automate or
simplify. Used well, technology should free up space for human
thinking, not eliminate it.
‘Sometimes the speed that technology offers us means that
people use it reactively, without thinking, and that’s when it stifles
productivity. Take email – a tool that helps us to communicate
information quickly to many people around the globe, but
when used without thinking creates confusion, distraction and
information overwhelm, rather than effective communication.’ ■

‘Being always
available means
you’re never
fully available,
which encourages
multitasking – the
act of doing many
things badly’

Getting a clear view of productivity
in a contemporary setting requires a
case-by-case approach, at least for the
time being, until we adapt to or catch
up with all the innovations occurring
around us.
‘Some people expect to be able to get hold of their team
way beyond what I would call reasonable duty, whereas others
respect private time more,’ says Barlow. ‘While technology
enables the former and it does make it easier, if someone lays
down ground-rules about their working habits, it tends to be
respected save for emergencies. But I don’t believe this is down
to technology, it’s a people thing. If people rightly respect their
colleagues and teams they won’t abuse that technology.’
Barlow’s personal view is that in a corporate environment,
abusing lines of communication demonstrates a lack of control
and organisation. ‘I don’t believe UK culture admires people
working out of hours, except for in emergencies. I see it as a

Neil Johnson, journalist
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The view from

Karen Brown FCCA, head of procurement at Gatwick
Airport and Brighton & Hove Albion season ticket holder
finances and understand the impact this
can have on their goals.
I joined Gatwick Airport as a finance
analyst, covering maternity leave.
I’m proud of how I have carved out a
rewarding role since. Sometimes in
finance you can be driven by the numbers,
but this procurement role is about the
people, too. We need to ensure that what
the airport spends is linked to beneficial
outcomes that can be easily evidenced.

Snapshot:
hospitality/leisure
From hotels and restaurants to
travel operators and gaming, the
hospitality and leisure industry
embraces a broad spectrum.
Considerably dependent on
consumer confidence and business
sentiment, it faces pressure to
deliver innovation, quality and value.
Millennials expect personalised
communication via multiple
platforms, seamless planning,
flawless execution and a customised
travel experience. Digitally active
consumers seek interaction
with brands on a multichannel
basis. They are harnessing social
media and mobile technology at
an ever-faster rate.
Businesses need to respond
with smart strategies for data use
and integration, recruitment and
retention, competitive dynamics
and risk management.
New business models are
emerging. The world’s largest
accommodation provider, Airbnb,
does not own a single hotel room.
The largest dining reservation
service, OpenTable, does not own
a single restaurant.
Key vulnerabilities include cyber
security, data theft, big data and
modern slavery. Enterprises with
multi-jurisdictional tax issues face
escalating enforcement initiatives.
The changing balance of
global growth, low oil prices and
geopolitical risks will determine
how the sector fares in 2017–18.
Paul Samrah, partner, Kingston Smith

I first realised a career in accountancy
could be for me after taking my
Chartered Institute of Bankers exams
while on HSBC’s management training
scheme. I studied psychology at university
before finding I had an aptitude for – and
interest in – accountancy.
On leaving the banking sector, I took a
job as an accounts assistant at a small
firm that made computer games. A year
later I was promoted to finance manager.
It was a great grounding in the basics such
as cash flow, invoicing and credit control.
I have also spent time in the public
sector, working as a finance business
partner at the Environment Agency.
While profit was not a goal, it was very
rewarding to help teams manage their

We need to
ensure that
what the airport
spends is linked
to beneficial
outcomes that
can be easily
evidenced

Our team of 17 has three priorities, as
laid down by our private equity owners
Global Infrastructure Partners. These
are: ensuring the airport meets its profit
targets; helping to implement a large
programme of capital works to improve our
infrastructure; and meeting our corporate
goals (eg, around sustainability).
We expect Brexit to have a minimal
impact on the airport itself. While some
airlines may face challenges, demand to
fly from here exceeds supply. Evidence
suggests foreign tourists departing the
UK are spending more in duty-free shops
on the way out. We are also growing our
long-haul business and diversifying our
portfolio of clients and customers.
The ACCA Qualification has given me
the skills and confidence to succeed in
each role. Passing my ACCA exams is
one of my proudest achievements. You
cannot underestimate how hard they are.
I am also fortunate to have acquired
a diverse range of skills in my career.
The cash-flow management skills I
gained working for an SME have proved
invaluable. In the public sector, profit was
not a goal but we still ensured we were
spending money for the right reasons.
Outside of work I’m a season ticket
holder at Brighton & Hove Albion
Football Club. Since the club moved to
a new stadium, its fortunes have been
transformed. I’m sure procurement was at
the heart of the successful move! ■
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Flip your attitude

In the first in a series on risk management for SMEs, Steve Giles explains that risk isn’t
just a negative – you need to assess the company’s appetite and grab the opportunities
The management of risk has always
been an intrinsic part of doing business.
In the past, it was largely informal,
with directors and managers relying
on a combination of experience,
instinct and luck. Since the 1990s,
though, international best practice
has involved taking a more systematic
and disciplined approach, with formal
processes to identify, assess, prioritise,
treat, mitigate and report on risk. This
is what risk management looks like in
many organisations today for a very
powerful reason – it increases the
chances of survival and success.
But small and medium-sized
enterprises (SMEs) are often resistant
to the modern approach. While most
adopt some form of loss prevention
measures, many do not use a formal risk
management process. Many view it as
unnecessary – a bureaucratic, box-ticking
exercise that costs time and money
without adding value. However, failure to
engage in risk management techniques
may make SMEs vulnerable – and 50%
of SMEs fold before completing their
fifth year – especially in these times of
unprecedented uncertainty.
Effective risk management is not only
about preventing loss and protecting
reputation, it also enables better decisionmaking. By ‘thinking risk’, SMEs increase
their chances of hitting targets and
meeting objectives.
Here are four key ideas to help SMEs
and their accountants to think risk.

A brief history of risk
The concept of risk management
developed throughout the 20th
century, driven by wars, weatherrelated disasters, mathematical
theories and business imperatives.
The benefits of taking a disciplined
approach to future uncertainties,
based on probability rather than
luck or faith, had become clear by
the end of the century.
These developments were
taken up by businesses, led by
financial services in the US, with
formalised processes established
in many organisations by the start
of the 21st century. These reflected
best-practice risk models and
standards, including US antifraud body COSO’s enterprise
risk management framework,
the international ISO 31000 risk
management standard, and the
Institute of Internal Auditors’ ‘three
lines of defence’ model.
Today, risk management
is embraced by private and
public sector alike, driven by
prudence and productivity. It
enables organisations to avoid
wasting resources while providing
reasonable assurance that they will
achieve their objectives.

Opportunity as well as threat
The international standard defines risk as
the ‘effect of uncertainty on objectives’. It
reflects the reality of an uncertain future
that SMEs must navigate if they are to
succeed, including events that threaten
loss as well as those that promise gain.
To succeed, SMEs need to constrain the
threats while exploiting the opportunities.
Accountants are ideally placed to
identify and evaluate the risks surrounding
a business opportunity, providing essential
analysis for sound decision-making (for
example, whether to open a new retail

A risk-based
approach enables
SMEs to dare to
take a chance in
pursuing their
objectives

outlet to take advantage of consumer
trends). A risk-based approach enables
SMEs to dare to take a chance in pursuing
their objectives. This is by no means to
advocate being reckless or gambling
with resources; it is about taking action
when opportunities present themselves,
based on a thorough assessment of all the
circumstances. This is an integral part of
risk management.

Optimise not minimise
SMEs should not look to minimise risk.
Although appropriate in certain areas
(eg, health and safety, or anti-bribery and
corruption), risk minimisation as an overall
strategy is limiting and futile. Risk exists
and it must be managed.
Like all organisations, SMEs need to
take risks if they are to grow and achieve
their objectives. Accountants should
encourage the business to think beyond
simply managing risk and towards trying
to optimise the level of risk that they
operate with. The reference point here
is the risk appetite of each organisation:
how much is it prepared to put at risk in
the pursuit of value?

Understand risk vs controls
Risk drives controls, not the other way
round. The basic equation is simple: the
higher the risk, the stronger the controls
needed to mitigate it. Conversely, low or
medium risk will require modest controls
only. For an SME to have an efficient and
effective internal control system, it must
first have a thorough and ongoing process
to assess risk in the business.
This leads to a key observation: a riskbased approach is a proportionate one
that makes for efficient use of resources.
Accountants should understand this and
use it to manage their businesses better.
For example, it is poor management to
allocate oversight of a major outsourcing
contract (high risk) to an inexperienced
or junior staff member. Stronger control
is needed – for example, ensuring that
a senior manager oversees the contract.
Conversely, don’t spend valuable time
and resources on areas of low risk.
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Where to start

*

Beware of time-lag
Risk is dynamic – it changes all the
time. Internal controls, on the other
hand, are not dynamic – they tend to
evolve slowly over time and are often
historic, anchored in the past. Gaps are
accordingly likely to appear between fastevolving risks and the much more slowly
changing control environment.
Nowhere are the dangers of the
risk/control time-lag better illustrated
than with cybercrime. It barely featured
on risk radars five years ago, but
today cybercrime is a national security
threat and the vulnerabilities are seen

everywhere. Some SMEs become victims
because their controls (eg, their anti-virus
software, the use of effective passwords,
raising awareness among staff of malware
and fraudulent emails) lag too far behind
the ever changing threats.
It poses a real danger to results and
reputation for SMEs if control gaps grow
too wide. Accountants need to be alert
and proactive – another essential aspect
of effective risk management. ■
Steve Giles is an independent consultant,
lecturer and author specialising in
governance, risk and compliance

*

*

Review the new guidance
published in 2015: ISO 31000,
Risk management – a practical
guide for SMEs, is designed
specifically for SMEs looking to
improve their risk management
practices.
Make use of the key techniques
to manage risk, including impact
and probability analysis, the risk
register (the most important
risk management tool of all)
and insurance.
It is crucial to get into the habit
of ‘thinking risk’. Accountants
in SMEs have an important
role to play by demonstrating
to their colleagues that risk
management promotes efficient
business and adds value.
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Intellectually robust

Protecting a company’s intellectual property is crucial for safeguarding future revenues
and avoiding litigation. Andrew Mackenzie explains how to go about it
Last year was a trying time for
many finance directors, who had to
deal with the Brexit fallout, the US
election results and a stock market
that saw the FTSE 100 hitting a new
close-of-business high.
Against this backdrop, most
FDs are trying to grapple with the

implications for their budgetary cycles,
financial performance and forecasting.
However, there is a greater risk for
most organisations, and one that
comes from within – failing to protect
the intellectual property (IP) of the
company assets. This is an area that
often falls outside the FD’s remit, yet it

is crucial for sustainable income and the
mitigation of costly legal action.
Including an IP register within the asset
portfolio is one way of effectively addressing
this. By understanding their organisation’s
IP portfolio, FDs can establish whether it
is sufficiently rigorous and matches the
company’s appetite for growth.

Accounting and Business 02/2017

UK_YCORP_IPstrategy.indd 24

18/01/2017 11:31

Intellectual property | Corporate

This is particularly pertinent if the
company is seeking funding, in which
case the IP strategy should clearly
show how the IP is contributing to the
funding decision and whether there
are any additional opportunities for
it to generate income, either through
licences, enforcement or future product
development. For medium-term funding,
any threats or weaknesses that might
affect the overall IP value need to be
identified so that mitigation plans can be
put in place.

Identifying your assets
There are four types of IP protection
available for assets: copyright,
trademarks, designs and patents. Each
has a different legal focus and requires
a different approach.
Copyright is where an author has
exclusive rights to an original piece of
work. These rights allow the author to
make and sell copies of the work, as well
as limiting what others can do with it. To
claim copyright, the author needs records
to show that an original work has been
created. This should include a copyright
statement that states the name of the
author and the date.
Trademarks are a recognisable sign,
design or expression that differentiate
products or services of a particular
organisation. There are three different types
of trademark: registered, unregistered and
service marks. Registered trademarks are
registered with the UK or EU trademark
office. Service marks are used for services
rather than products and are registered
in a similar way to products. Unregistered
trademarks have some limited cover under
trade secrets or ‘passing off’.
Designs refer to the characteristics
of any shape, configuration, pattern or
ornament and are registered to protect
the external appearance of a product,
package or article.
Patents, meanwhile, are the exclusive
rights granted by a government authority
or licence to manufacture, import, use or
sell an invention and to exclude others
from making, using or selling it.

Understanding value
As part of the IP register, it is important
to understand the value of the
company’s assets. This is a very difficult
job – particularly in the case of new
products, where there will be no existing
competition or established market
to monitor. However, it is essential to

25

What’s it worth?
There are a number of ways of establishing the value of IP, including:
The cost method – where the valuation is based on the cost of developing
and creating the IP, or how much it would cost to reinvent something similar.
However, this method doesn’t take into account the face value of the product,
so it may undervalue the IP.
The market-value method – focuses on the value within the marketplace by
looking at current sales or licences. While this provides a realistic figure, it can
be difficult to obtain reliable market figures within a competitive environment
or if there is no existing marketplace for the innovation.
The income or economic benefit method – looks at the future income
stream that will be generated throughout the life of the innovation. Plotted
against the income are risks and financial costs. Forecasting costs beyond five
years can quickly start to become meaningless, but limiting the period to four
to five years should give a figure that reflects the net present value.

*
*
*

be able to identify the value of the IP
accurately in order to include it within
forecasting (see box).
The process of establishing the
value of the company’s IP assets has
additional benefits for the FD, such
as being able to take advantage of
tax incentives. One example is the UK
Patent Box scheme, which provides
a reduction in the amount of payable
corporation tax generated by the value
of the patented item. The scheme is
most applicable to organisations with
patents or patentable technology,
particularly in the engineering,
automotive, pharmaceutical, chemical,
manufacturing and technology sectors.
It is interesting to remember that,
under the Patent Box rules, the profit
used in the calculation is not just for the
element that the patent belongs to, but
for the total product. This means that,
if the value of the product is greater
than the value of the patented element,
there is an even greater reduction in the
final corporation tax payable.

After all, not everything can be
patented. Anything deemed to be
contrary to the laws of state or social
morality, or detrimental to the public
interest, is exempt from patent
infringement. Also exempt are scientific
discoveries, ‘rules and methods for mental
activities’, the diagnosis or treatment of
diseases, animal and plant varieties, and
any substances that have been obtained
by means of nuclear transformation.
IP is important when it comes to

Intellectual
property is
an area that
often falls outside
the FD’s remit,
yet it is crucial
for sustainable
income

Choosing the IP portfolio
The key purpose of protecting IP is to
ensure that the organisation retains its
competitive advantage, has stability in
the marketplace (without the disruption of
litigation or infringement) and safeguards
future revenues.
Deciding what the IP portfolio should
look like will depend on the organisation
and the assets. It will also depend on
the geographical markets being targeted,
on income opportunities (whether from
manufacturing or licensing) and on the
physical and technological characteristics
of the product.

protecting your income streams and
mitigating legal action. Therefore
there is a strong argument for the FD
to be responsible for the company’s IP
strategy to protect inventions, products,
equipment, product names, logos,
jingles and product appearance.
Whatever your position is, however,
you should be aware of the need to
protect your organisation’s IP. ■
Andrew Mackenzie, partner,
Scott & York IP Law
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Comment | Brian McEnery

Drivers of change

An ACCA report on what is driving change in the public sector has resonance across all
areas of business in our interconnected world, says ACCA president Brian McEnery
As many of us gather for ACCA’s
seventh global public sector conference
in Johannesburg this month, I have
been taking a look at some of the
interesting findings of ACCA’s newly
launched analysis into the emerging
drivers of change for the public sector
(see ‘Who’s driving?’, page 36).
It’s going to be a big year for the public
sector. We are seeing movements and
reactions at a governmental level in the
US, the UK and across Europe that no one
could have predicted several years ago or
even several months ago. There are more
than 64,000 ACCA members working in
the public sector worldwide, and countless
more are influenced by it. In fact, I think
that the top three drivers identified in this
report – economic growth, availability
of global talent, and responsiveness to
change – will affect the work and decisions
of financial professionals in virtually every
business sector over the coming year.
Economic growth has certainly been a
major driver for financial professionals in
all sectors globally over the past decade
and even longer. But it is looking like
2017 will bring a new set of challenges for
financial professionals, and in particular
for those in the public sector.
India and China continue to emerge
as global economic powers, while the
US faces a presidential edict that has
been described by the Financial Times as
‘nostalgic nationalism’. Financial markets
around the world dip in and out of flux

The redesign
of the ACCA
Qualification has
kickstarted many
conversations
about the changes
the future
may bring

in response to unexpected political and
economic changes and decisions.
Professional accountants around the
world will need to understand these
changes and the impact on their company
or country. They will need to support and
influence the financial decisions that are
made during 2017 but will continue to
exert influence for many years after.
The availability of global talent is one
driver that ACCA professionals are uniquely
and especially qualified to meet. We are a
global community, and I hope to see ACCA
members leading the charge in the coming
years with their ability to move around the
world and provide broad insight into the
impact that financial decisions have on local,
national and international communities.
The third driver, responsiveness to
change, encompasses the key theme for

this column. The ability to respond quickly
and appropriately to change and disruptive
events is an obvious requirement for
business leaders, and it seems to be
one that is growing in importance as we
face unprecedented levels of volatility.
Fortunately, the ACCA community has
been facing the future head on. Last
year’s redesign of the ACCA Qualification
kickstarted many conversations about the
changes the future may bring.
I hope that this ongoing dialogue will be
helpful to you all throughout this year. There
are likely to be challenges ahead, but I am
sure that there will also be opportunities for
us to shape the way forward. ■
Brian McEnery is a partner specialising in
corporate restructuring and healthcare
consulting at BDO Ireland
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Comment | Peter Williams

Extending the net

As corporate governance widens its focus from listed to large private companies,
Peter Williams asks what we can reasonably expect to be achieved from the reforms

Peter Williams is an
accountant and journalist
UK corporate governance will soon
include large businesses that have
previously fallen outside its scope
because they weren’t quoted. Greater
scrutiny of these important economic
entities is long overdue, as the BHS and
Sports Direct shenanigans prove.
However, few can expect reforms to
do anything other than side-step over
executive pay. Hard reform such as putting
employees on boards has already proved
a step too far. Rules will be changed,
shareholders will be given more power
and the opaque nature of bonuses may
be made less obscure. But essentially
the recently established think-tank, the
High Pay Centre, will still be issuing press
releases in early January 2018 telling us
FTSE 100 chief executives have earned in a
few days what most of us garner in a year.

There is no real appetite or mechanism
for controlling top pay. Even less so at
a time when the British government is
desperate to tell the world that the UK
is open for business, even if it is exiting
the European Union. It will live with
the embarrassing headlines and the
occasional half-hearted investor revolt.
A more interesting debate exists
around widening the corporate
governance net to capture substantial
businesses operating in the UK. When
corporate governance first took centre
stage a quarter of a century ago it was
pretty accurate to equate ‘large’ with
‘quoted’. Since 1999, there has been a
steady decline in the number of public
companies, while in the same period
there has been an increase in privately
held businesses. Whatever the reasons,

increasing numbers of large businesses are
opting to operate as private businesses.
In doing so, they are excluded from
the higher levels of public scrutiny and
corporate governance associated with
being traded on a public market.
The government’s Corporate
Governance Reform green paper
published in November 2016 signals a
significant shift. The primary focus will
move from just companies whose shares
are publicly traded, where the owners
or shareholders are distant from the
executives running the company, to any
large entities whatever the ownership
structure. The qualifying criteria is not
decided, although maybe the number of
employees is the best proxy for public
interest. The green paper used that
measure when it noted that the UK has
2,500 private companies and 90 limited
liability partnerships (LLPs) with more than
1,000 employees. These businesses are
currently not expected or required to meet
the same formal corporate governance
and reporting standards as publicly listed
companies, yet the consequences when
things go wrong can be equally severe for
other stakeholders.
It won’t have gone unnoticed that the
UK’s biggest accountancy firms are among
the LLPs set to be dragged into the net,
although the effect on them should be
minimal. Top firms already aim to provide
greater transparency under a Financial
Reporting Council-guided Audit Firm
Governance Code and indeed are held up
as examples of well-run entities.
The FRC is limbering up to take on
more responsibility overseeing significant
private entities, as well as its traditional
constituency. Prime Minister Theresa
May said: ‘Good corporate governance
is about having the right checks and
balances within big business to strengthen
decision making and accountability.’ She
wants public faith restored in business,
free markets and capitalism. For that to
happen, the FRC – without employees on
boards and a ferocious clampdown on
pay – is tasked with ensuring that all big
businesses in the UK play fair. ■
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Comment | Robert Bruce

Brexit jitters

Huge business opportunities exist for the Big Four as Britain prepares to leave the EU
– but nothing can be taken for granted in these uncertain times, says Robert Bruce
long-term benefits. But, as he learned,
that was not what politicians wanted. They
needed something by next year so they
could wave it as a gaudy bauble when the
election came up.
The idea that deep changes could flow
through to generations ahead was nodded
at but never taken seriously. Change was
recognised to be a long-term concept, but
winning the next election was very short
term. And now business is landed with
Brexit and all its possible consequences,
which seem to be both amorphous and
certain at the same time.

Land of opportunity?

Robert Bruce is an
accountancy commentator
and journalist
In the world of Brexit, sublimely daft
ideas seem able to coexist happily
with the most deeply serious. And no
one, it seems, is the least surprised.
The political blog of one of our most
eminent newspapers reported in the
early new year that a voter for the
concept of Leave did so because: ‘I
don’t want to be told how much water
I can put in my kettle.’ Meanwhile, a
hugely experienced accountant with a
lengthy pedigree leaned forward and
with a weary look said to me: ‘These
are the most uncertain times I have
ever known in my life.’
All the rules, conventions and
culture of the past 40 years, the ways
of conducting business life, and the
wider life of a nation, are up in the air.
And no one has any certainty about

where they will land. But one trend, and
an unwelcome one, is likely to build in
strength. The world of politics will move
ever further into the business world. And
as a senior observer put it to me: ‘It is not
going to end happily.’
There have always been overlaps,
of course. Politicians, Whitehall and
business have always met in a messy
border area. But they rarely succeed in
bringing all their different skills, talents
and objectives to fruition.
I recall one very senior accountant
taking up a place in the House of Lords
with almost boundless enthusiasm. His
experience could be brought to bear on
a myriad of issues and, along with his
wisdom, would surely bring significant
changes, large and small. It ended in
disappointment. He wanted to spark

Into this world the Big Four accounting
firms have come tumbling. Last year,
Deloitte’s quarterly CFO survey reported
at the end of Q1 that ‘Brexit tops CFO
risk list’. By the end of Q2 there was a
‘Brexit blow to business confidence’, by
the end of Q3 ‘Brexit looms large’, and
by the end of Q4 ‘Brexit remains CFOs’
top concern’.
Over at PwC: ‘It is expected that this
process may take up to 10 years and
during that time businesses operating
within the UK and EU will need to
understand and apply new regulations
and legislation that impacts them.’
KPMG’s director of public policy
‘predicts stormy weather over Brexit and
during 2017, but companies that learn to
take decisions with imperfect information
can ride it out’. Over at EY the firm ‘is
committed to helping maintain the UK’s
position as the world’s pre-eminent
financial services centre. We will continue
to share our insights on the implications
and opportunities for financial services
in light of the Leave vote and remain on
hand to help as the industry activates its
contingency plans.’
It is clear for the largest accounting
firms that there are huge business
opportunities here, in terms of serving
existing and new clients, and also the
many strands of government. And they
have the resources. In recent years
the amount Whitehall has spent on
consultants, temporary staff and experts
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has run into billions. With the scale of
old one. Conflicts of interest, real or
Brexit upon us, that figure can only soar.
perceived, have bedevilled government
But that also brings risks. Deloitte
efforts to bring outside experts into the
discovered this in mid-November last
Whitehall process. Elsewhere around the
year while carrying out some consulting
world, in France and the US, for example,
work for the government. Its Brexit
they don’t see it as a problem. Expertise
update – prepared, it said, ‘primarily for
simply swaps to and fro. But perhaps a
internal audiences’ – was leaked. The
more class-ridden society like the UK
memo made what seemed like fairly
has a greater desire for rules and sharply
mundane points – cabinet ministers
delineated boundaries.
were arguing among themselves, and
Tax has always been the main
the Brexit process might need some
battleground for conflicts. The tax
30,000 extra civil servants – but a row
authorities have long sought expertise
ensued, and Deloitte agreed to call a
from tax advisory teams within accounting
six-month moratorium on applying for
firms. Tax accountants naturally want
government work. And
to expand their
by knocking out one of
understanding about
the Big Four accounting
how the culture of the
SEC-you
and consulting firms, the
tax authorities works. It
Hear Robert
government was itself
is good for government
Bruce’s podcast
limiting the pool of talent
departments, too, to
tribute to Mary-Jo
it could call on in the
learn how life works in the
White at accaglobal.
hectic Brexit months and
world outside Whitehall.
com/ab/podcasts
years ahead.
But MPs hate it. In 2013
The problem is an
the Public Accounts
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Committee came to the conclusion that:
‘The four firms maintained that their
involvement had improved the quality of
legislation, but we are concerned that the
very people who provide this advice then
go on to advise their clients how to use
those laws to avoid tax.’
The arguments about potential
conflicts of interest will always reverberate
down the committee corridors of
the House of Commons. Meanwhile,
it might help to step back from the
intense concentration on Brexit and the
underlying assumption that the UK is
the only country affected, as the Bank
of England governor Mark Carney has
pointed out.
Equally important will be what the
many other member states of the EU
want, the fact that nothing involving the
EU is ever agreed until the 59th minute
of the 11th hour, and the possibility that
the Anglo-American culture of the large
accounting firms may founder in the
business environment to come. ■

02/2017 Accounting and Business

UK_COM_Bruce.indd 31

16/01/2017 15:35

Adverts_Feb17.indd 2

17/01/2017 13:34

Jane Fuller | Comment

33

Lessons for advisers

The financial advice market is under scrutiny, with a report on how to fix it due next
month. So what could it learn from the accountancy profession, asks Jane Fuller
Next month a report is due on the state
of the UK’s market for financial advice.
It will follow up on recommendations
made last March in the Financial
Advice Market Review (FAMR),
published by HM Treasury and the
Financial Conduct Authority.
The aim is to increase the amount
of widely available, affordable, highquality financial advice. Triggers for
regulatory angst on this issue include
freedom of access to pension savings,
which took effect in 2015 – just one
example of individuals having to take
more responsibility for their finances. The
common belief is that there is an ‘advice
gap’ between what people need and what
they are prepared to pay for.
Are there lessons from accountancy in
how to fix this apparently malfunctioning
market? After all, accounting services are
affordable, widely available and delivered
by highly trained professionals.
On quality, what matters is not
just training on the technical side
but in professional ethics. The ACCA
Qualification covers the public interest and
assessing the pros and cons of different
courses of action. Good (in both senses of
the word) accountants help clients to do
the right thing.
In the financial advice arena, standards
of qualification were raised early this
decade by the Retail Distribution Review
(RDR). But the cost of advice, according to
the FAMR, is put at an average of £150 an
hour with about nine hours required just
for pensions advice. Potential customers
are assessed on the size of their pot of
investible wealth – ideally £100,000-plus.
Go online and you will find hourly rates
for accountants much lower than this and
fixed-fee deals that imply much greater
time efficiency. So a sole trader earning
a few tens of thousands of pounds can
easily afford the service. And there are
plenty of accountants to choose from.
Many of the reasons for this disparity
in cost-effectiveness and availability arise
from legacy issues in the personal finance
market. Before the RDR, the business
model was driven by sales commissions,

Jane Fuller is a fellow of CFA
UK and serves on the Audit
and Assurance Council of the
Financial Reporting Council
creating conflicts of interest – undermining
trust – and an illusion that advice was free.
An impression remains that advice
is about recommending products
that will enhance investment returns.
The uncertain outcome of this has
caused providers to agonise over what
constitutes ‘regulated advice’, with its
potential liabilities. Meanwhile, the
holistic guidance that most people need,
including ‘reduce your debt first’ or ‘do
nothing’, remains expensive.
Other professional services markets,
such as accountancy, enjoy a much better
understanding among even the smallest
clients of whether they are ‘worth it’. An
accountant can offer both savings on a
tax bill and peace of mind that HMRC will
not pursue you for tax avoidance. Micro
businesses continue to seek advice from

accountants even though they no longer
need a statutory audit.
Accountants benefit from the
availability of standardised information
driven by regulation, as well as from some
statutory requirements for their services.
In the personal finance world, there is
not even a pensions dashboard yet. This
suggests that the FAMR follow-up should
put more emphasis on economies of
scale, standardised forms of information
gathering and automation of routine tasks.
The accountancy market provides an
example of how a world of ‘individual
responsibility’ should work. Clients
understand that they are seeking advice
or guidance on how to improve their
own decisions. And the adviser’s prime
responsibility is to focus on the client’s
needs, not on pushing products. ■
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The tax task

The tax burden isn’t just about how much money a company has to hand over to the
taxman, but also how much corporate time and effort tax compliance requires

Post-filing paragon
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The EU and European free trade area
performed best in the post-filing index,
with an average seven hours to claim a
VAT refund, 15 weeks to receive it and
five hours to correct the tax return and
comply with any audit.
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According to PwC and the World
Bank’s Paying taxes 2017 survey of 190
economies, a typical medium-sized company that operates exclusively in
its domestic economy took an average of 251 hours to comply with its
tax obligations in 2015, made 25 payments, and had a total tax rate of
40.6%. Compared with the previous year’s data, the average total tax
rate in 2015 was 0.1% lower, time to comply fell by eight hours, and the
number of payments dropped by 0.8.

7 hours

to claim a VAT refund

15 weeks
to receive it

VAT’s long labour
The processes required
after filing a tax return can
represent a company’s
most complex
interactions with a tax
authority. The study’s
post-filing index
measures the time
taken to comply with
VAT, obtain a VAT
refund, comply with
any tax audit and
complete that audit.
The index reveals a
company will get a
VAT refund in 93 countries,
and be audited in 65 (17
of which will require a
comprehensive audit).
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For more information:
PwC’s Paying taxes 2017 report
is at bit.ly/pwc-tax-2017
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Insight | Public sector

◄ Project funding

Economic factors will affect the availability of
funds for public projects like the expansion of the
Caltrans Bridge in San Diego County, California

Who’s driving?

The way public services are delivered is undergoing fundamental change. With its
strategic and entrepreneurial skills, the finance profession has a crucial role to play

W

e are all well accustomed now to hearing that
we are living through one of the most disruptive
and extended periods of change, but it is often
difficult to quantify exactly what that means for each of us in
our working lives.
Accountants working in the public sector across the globe
have been dealing with unprecedented levels of disruption
as demographics, economic unpredictability and political
upheaval combine to radically alter the way public services are
delivered. Some of these – such as
an ageing population – will affect the
level and type of public services that
will be needed while others – such
as economic factors – will affect the
availability of funds in the sector.
But there are other forces at work:
digital technology, together with the
blurring of the boundary between
the public and private sector as
governments explore outsourcing and
partnerships with private companies, is
also fundamentally changing the nature
of the public sector and the demands
placed on finance professionals
working within it.
In light of the extent of this change
and the many influences involved,

ACCA has recently undertaken a significant and detailed global
study to identify the major factors that are driving change in the
public sector. Its resulting report, 50 drivers of change in the
public sector, also discusses the likely timing of these drivers and
how they may shape the future.
The ultimate aim of this work is to help professional
accountants and leaders in the public sector prepare for the
future by identifying the skills and experience that will be needed
to support the delivery of excellent public services worldwide.
The study – which included 12
detailed roundtable discussions
held in 11 countries across the world
– identified the 50 most important
drivers of change across eight areas
of relevance: economy; politics
and law; society; the business of
government; science and technology;
environment, energy and resources;
the practice of accounting; and the
accountancy profession.

‘This is an
exciting time to
be an accountant
in the public
sector. It is a huge
opportunity to
shape the services
of the future’

Special delivery
Unsurprisingly given the current
environment, the level of economic
growth was ranked as the top driver
for the public sector. However, the
survey was most enlightening in the
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way it revealed the changing nature of the delivery of public
services across the globe.
This is due in part to the political environment, the report
explains, and the tendency for more public services and support
services to be outsourced: ‘The public sector is evolving to
deliver services in the most effective way within the constraints of
available public finances.’
Significantly, three of the top five drivers of change relate
to the way in which government organisations conduct their
business. Meanwhile, the availability of talent was also an
issue across the globe. ‘The public sector is often unable to
compete with the private sector for talent, so fails to attract
and retain the people it needs to help modernise public
services,’ says the report.
Emerging economies are actively encouraging their young
people to return home after studying abroad and use their
talents for the benefit of their own country, it adds, which could
prove significant in the near future. Talent shortages was rated
most highly as a driver for change by respondents in Asia Pacific
(49%) and South Asia (44%), compared to 26% in Western Europe
– probably due, says the report, to Europe’s ability to attract
talent from other regions.
The report also highlights the rise in the number of publicprivate partnerships across the globe, albeit it at varying pace.
This raises the important role professional accountants can
play in this changing landscape, in monitoring and assessing
these increasingly complex arrangements. ‘Adequate
governance arrangements in these commercial agreements
will be paramount for maintaining control and accountability
for the use of public funds,’ says the report. ‘The finance
professional in central, federal, state and local government
will need a blend of commercial acumen and entrepreneurial
skills to be able to manage these relationships effectively
and explore innovative ways of obtaining better value for
money in public services.’

Bringing skills to bear
The report outlines in detail the critical role that finance
professionals are playing in the public sector, and how
the demands placed upon them will change. ‘There is an
overwhelming case that the public sector will require more
accountants, but they will be now be required to fulfil the
growing need for accountability and transparency, as well as
providing better insights to help public-sector organisations
meet future needs,’ it says. ‘Public sector accountants are
being asked to take on a broader strategic and entrepreneurial
role – as they are now becoming the bridge between the
public and private sectors.’
The report details the skills that professional accountants will
need as the public sector becomes leaner and more citizenfocused, and makes greater use of technology and big data.
Strong technical skills will be a must, says the report, and so too
will good professional judgment in the analysis of financial and
non-financial data to create meaningful insights. ‘In a publicsector context this is even more of a challenge than elsewhere,’

Top 10 drivers of public-sector change
1. Economic growth
2. Availability of global talent
3. Responsiveness to change
4. Use of public-private programmes
5. Exploitation of big data
6. Use of non-financial information/integrated reporting
7. Stability of the global economic infrastructure
8. Cybersecurity
9. Stability of national revenue databases
10. Diversity in society and workplace

Global public sector conference
The study, 50 drivers of change in the public sector,
will be launched at ACCA’s 7th Global Public Sector
Conference in Johannesburg on 14–15 February. The
free event will feature ACCA’s public-sector research and
include discussion on the latest developments, allowing
professional accountants to anticipate how finance is
changing in the sector and how they can act to shape
the future success of their organisation. Visit bit.ly/accagps-conf for details of the event.

it continues, ‘as it is not easy to assess the impact of government
spending in a linear or strictly numerical way.’
Professional accountants will also need to ‘find their voice’,
says the report, and question processes when there is an
opportunity to make improvements: ‘As the public sector
increasingly operates in a commercial and business-like
manner, the professional accountant will need to develop a
strong understanding of how financial decisions interrelate with
strategic and operational priorities.’ Governments will need and
value accountants who have not only strong negotiating skills but
also an ability to see the big picture and take a forward-looking
approach.
Stephen Emasu, chair of ACCA’s global forum for the public
sector, sums up the challenges facing the public sector in his
foreword to the report, but also stresses the essential role that
professional accountants will play: ‘This is an exciting time to
be a professional accountant in the public sector. It is a huge
opportunity to shape the public services of the future, achieving
value for money and long-term sustainability.’ ■
Liz Fisher, journalist
For more information:
Download the ACCA report 50 drivers of change in the
public sector at bit.ly/acca-50-driv-chg-pub
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Young people
don’t realise that
their votes are
more important
than their tweets
or Facebook posts

It’s good to do good

Nobel Peace Prize winner, philanthropist and former UN secretary-general Kofi Annan
explains why he believes business cannot prosper in societies that fail

Q:

Professional accountants work across many
industries in many countries. What can they do to
influence business and political leaders to support
the UN’s sustainable development goals?
A: It is well known that you can only manage what you measure,
and as this is the job of professional accountants, it means they
have huge influence on companies’ governance.
Professional accountants should use that influence to
encourage the companies they serve to think long term and
integrate sustainable development goals into their accounting,
such as by including a natural capital account, which I have heard
is gaining ground. You should be encouraging companies to

enhance their green credentials by switching to renewables, and
to respect core labour standards and human rights.
The key message to get across is that doing good is good for
business, too. Business cannot prosper in societies that fail.
Q: In the West, there has been shock at what is perceived as
voter distrust of the ruling elites in our democracies (Brexit,
Trump, voter apathy). Are there lessons Western democracies
could learn from the work you do to strengthen electoral
systems in countries where the democratic tradition is not as
entrenched as in the West?
A: Elections with integrity are a challenge everywhere, including
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in the West. The report produced by my commission, the
Global Commission on Elections, Democracy and Security, in
2012 showed the corrosive impact of money in US politics, for
example, which undermines the legitimacy of the democratic
system in citizens’ eyes. Such perceptions partly explain the rise
of a phenomenon like the success of Donald Trump.
I think that in the West, many citizens, especially younger
citizens, take their freedoms and institutions for granted and
focus on their frustrations with their governments’ inability to
solve pressing problems.
In countries where democracy is either non-existent or in
development, on the other hand, citizens crave those freedoms.
Maybe that is one lesson Western citizens can learn from those
countries: treasure what you have. Use your rights and freedoms
to effect the change you want.
It is tragic that so few young people in Western democracies
vote. They have forgotten that their ancestors fought for the right
to choose and change their leaders. They don’t realise that their
votes are more important than their tweets or Facebook posts.
Q: What is your view on the status of refugees in the modern
world? Does the modern system of nation states discriminate
against people who find life untenable in their country of birth?
A: It is true that the principle of national citizenship, associated
with rights, and the control of a country’s borders are two key
aspects of modern ‘sovereign’ nation states as they emerged in
the Westphalian order. But there has been much progress since
1648. International law now grants rights to all human beings, not
only to citizens.
The Refugee Convention of 1951 was a major breakthrough,
outlining the rights of those displaced across borders as well as
the legal obligations of states to protect them.
But the drafters of the convention had the Cold War in mind
and mainly sought to protect a few thousand dissidents from the
Communist bloc. They did not envision the mass displacements
of people we are seeing today.
I think that these flows of people are the inevitable
counterparts to the flow of capital and goods. In other words,
they too are by-products of globalisation. They cannot be
stopped, but they can and must be managed better, more
humanely, protecting migrants’ human rights whilst accepting
states’ rights to control their borders. That is what The Elders,
which I chair, have been advocating for the past two years.
Q: How important was having worked in the UN bureaucracy
to your success as UN secretary-general? Do you advocate
leaders spend time on the ‘shop floor’ of their businesses
before taking a leadership role?
A: Like any large organisation, public or private, the UN is a
complex machine. In fact it is more of a galaxy of organisations
and agencies than one machine. It is made even more complex
by the constant interplay of politics and bureaucracy and can
certainly be bewildering for a novice.
So having worked my way from the bottom of the ladder
to the top certainly helped me navigate that complexity, both
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ACCA/CA ANZ alliance boosts value
This article is one of a number we are sourcing from
ACCA’s alliance partners at Chartered Accountants
ANZ. Kofi Annan delivered the keynote address at CA
ANZ’s Annual Leadership in Government Awards, held in
November in Canberra.
The strategic alliance was agreed in June 2016 to deliver
value for members of both bodies. Benefits so far include:
Access to each other’s CPD resources, increasing the
range of learning opportunities for members on a wide
range of topics and in a variety of formats
Reach magazine, a special joint publication with insight
and articles sourced from both bodies, addressing
challenges faced by professional accountants across
the world (see page 9)
Opportunities to attend face-to-face events held by
the partner body
The combined power of two strong brands
Joint research activities.
More at accaglobal.com/alliance

*
*
*
*
*

political and bureaucratic. My intimate knowledge of the system
allowed me to get things done despite the many obstacles.
Even so, I did not always achieve what I set out to do.
Nevertheless, my personal example certainly suggests that
hands-on experience can be helpful to future leaders.
Be that as it may, one must also acknowledge that there are
moments in an organisation’s development when fresh blood
and new vision are required, which may imply that an outsider
may be better suited to the leadership role.
Q: As a former winner of the Nobel Peace Prize, do you
believe there is a mechanism the UN Security Council
could introduce that might help superpowers avoid
escalating – either deliberately or by accident – wars such as
that in Syria?
A: The Security Council should be seen as the executive
committee of the global security system set up after World War
II. Its members, and especially the Permanent 5 (P5), have a
special responsibility for international peace and security.
The P5 ought to be dissuaded from using their veto power,
which can paralyse the United Nations. The country blocking
action ought to have to explain its decision and propose an
alternative solution. It has been suggested that a veto only
becomes effective if the vetoing state has the support of two or
three other permanent members. ■
Aaron Watson, editor of Acuity magazine
This article was first published in the December 2016 issue
of Chartered Accountants ANZ’s Acuity magazine and can be
found at acuitymag.com
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What lurks beneath

With the dark web offering a home to a multitude of nefarious activities including illegal
fraudulent activity, finance professionals need to understand what they are up against

C

ompanies and the financial professionals that
work with them have many risks to worry about, but
few can seem as menacing and as alien as the socalled ‘dark web’.
The internet can be described as an iceberg: the websites
most people use regularly are the tip, but there is an entire other,
much larger world submerged below. Part of this is the dark
web, which can only be accessed through anonymous network
software and special technical skills. An example is Tor (The
Onion Router), which was developed by the US Naval Research
Laboratory, released to the public in 2003 and was designed to
prevent browsing activity from being traced back to the user.
Such a protected corner of the cybersphere is especially
useful for cybercriminals. ‘Tor allows you to browse anonymously
and put up websites anonymously so that no one can tell where
those websites are physically located in the world,’ explains Joss
Wright, a research fellow at the Oxford Internet Institute, at the

UK’s University of Oxford. ‘The only way of accessing those types
of website is through the Tor browser. The “dark” part of the
dark net is you can’t tell who’s using it or running it, which makes
it a perfect setting for illegal activity.’
One problem for law enforcement in major economies
and corporations is that dark net servers are usually located in
developing world countries or those that are not necessarily
sympathetic to Western law enforcement, such as Russia and
China, notes Roman Sannikov, director of Eastern European
research and analysis at Flashpoint, a US-based cybersecurity firm.
‘I don’t believe there’s any liability for a country that hosts
dark net servers, other than the fact that outside countries can
exert some pressure to have the servers shut down,’ he says. ‘The
company that hosts the servers is also not necessarily responsible
for what’s on it. Obviously if they get subpoenaed, they are
supposed to comply with those and take them down, but that’s
usually the extent of it.’
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Sannikov stresses that the dark net is not explicitly malicious.
‘You’re not necessarily going to find bad people breaking the
law there,’ he says. ‘There’s certainly a lot of people, such as
researchers, on these forums that are interested in studying
various issues of internet security. But that being said, it’s a good
way of doing something that is illegal and hiding from the law.’
Expanding on this is Ken Deitz, chief security officer at
SecureWorks, a US-based information security and cybercrime
company. ‘It’s an area where people can go to get in touch with
buyers and sellers of information and goods that have been
stolen or are illegal,’ he explains. ‘It contains the marketplaces
where people go to monetise the things they’ve stolen by
committing fraud.’

Comprehensive threat assessment
As for the risks posed by the dark web to companies and public
sector organisations, EY’s Darren Desmond, assistant director
of fraud investigation and dispute services, says: ‘Organisations
should consider the dark web as a
specific, standalone risk. However, not
every organisation will have the same
risk profile and so a comprehensive
threat assessment should be conducted.
‘Handling sensitive data, particularly
as a data processor or data controller,
can make those in finance or the
accountancy profession an attractive
target for criminals seeking to use the
dark web to monetise a valuable data
asset.’ He says. ‘With the move to
“cloud computing”, the likelihood that
criminals will seek to target this type
of data also increases. Organisations
should also continue to focus on
getting the basics of security right, until
they have identified a specific threat
from a dark net site.’
But Desmond adds: ‘The perception that the threats from the
dark net are greater than those posed by the so-called “clear
net” is simply inaccurate. Whilst there are undoubtedly criminal
elements operating within the dark net, the large majority of
threats that organisations face are created and generated within
the open internet.’
Bart Parys, threat intelligence researcher at PwC, says:
‘Essentially, the dark web acts as a virtual black market and forum
used by criminals and hackers. Stolen goods, compromised
databases, valuable personal information and identity documents
– like credit cards or passports – are offered for sale on the dark
web, as well as malware and exploit kits. ‘It isn’t accessible to just
anyone, though, and its contents aren’t easy to find, as they’re not
indexed by search engines,’ Parys adds. ‘Often you have to be
invited by someone in the inner circle to access sites.
‘Even with some of the more open forums, before being able
to download or buy items you often need to first ‘prove your
worth’ to the group by posting valuable information.’
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Be cyber-aware
Parys stresses that it’s important that accountants implement
a ‘cyber-aware’ policy. ‘Even if you have the best technology,
people are still the weakest link,’ he says. ‘Ensuring everyone in a
business knows that they play an essential part in the protection
of their and their client’s information is key. They need to know
about basic cyber hygiene principles, such as having strong
passwords, keeping software up to date and using only known
and protected wifi networks, as well as the firm implementing
tools and policies around things like access and bring-your-owndevice (BYOD).’
BYOD policies allow employees to use their devices to
access privileged company information and applications. Parys
recommends that stringent security measures accompany such
policies to prevent information falling into the wrong hands.
And this really is a good idea. People would be amazed at
what cyber criminals can monetise, Deitz says. Drugs, weapons,
human and wildlife trafficking, and child pornography are some
of the more unpleasant things that can
be found on dark net marketplaces.
But information is also highly sought
after: material such as social media
usernames and passwords, as well
as hotel and airline points, are
readily sold in addition to the more
conventional credit card information,
bank account details, social security
numbers and emails.
These forums and marketplaces
are also places where criminals can
find people to collaborate with, says a
cyber security researcher who wishes
to remain anonymous due to ongoing
cyber investigations.
‘You can find people that have
different abilities, like those who can
orchestrate phishing attacks, SMS
spamming and other various fraudulent or hacking skills, for hire.
You can put together campaigns based on what’s out there,’ the
researcher says.
When it comes to combating fraudulent schemes facilitated
by the dark net, Deitz recommends that businesses and
institutions implement key threat detection technologies and
advanced malware protection in all their systems to uncover
malevolent anomalies and act on them before they attack.
Sannikov adds that information is key to protection, and that
law enforcement authorities and governments need to better
develop their cyber investigative skills and/or work with expert
companies. ‘Especially in the high-level forums, there’s a certain
type of operational security where people won’t openly reveal
what they have,’ he says. ‘It’s done through trust circles of people
who have worked together, know each other or have previously
communicated. This is where companies like ours come in.’ ■

‘Handling
sensitive data can
make those in
the accountancy
profession an
attractive target
for criminals’

Mandy Kovacs and Andrew Burnyeat, journalists
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A state of mind

The application of professional scepticism isn’t something that can be observed. The
solution lies in a better understanding of psychology and, in particular, cognitive bias

B

y the nature of the work, auditors need to be sceptical.
No independent auditor can or should accept at face
value everything they are told. Professional scepticism
– defined in International Auditing Standards as ‘an attitude
that includes a questioning mind, being alert to conditions
that may indicate a possible misstatement due to error or
fraud, and a critical assessment of evidence’ – is at the very
foundation of the audit profession.
Yet in recent years incidences of regulators questioning auditors’
professional scepticism have increased. Take this comment from
the Australian Securities and Investment Commission in 2014: ‘Our
reviews of audit files showed, in our view, insufficient professional
scepticism was applied, particularly in relation to fair value
measurement, impairment testing, and going concern assessments.
In particular, we found examples where
auditors appeared to have: (a) been
over-reliant on, or readily accepted,
the explanations and representations
of the management of audited entities
without challenging matters such as key
underlying assumptions; or (b) sought
out evidence to corroborate estimates
or treatments rather than appropriately
challenging them.’
This is not the only example;
regulators around the world are
arguing that a lack of professional
scepticism among auditors is a major
issue in audit quality. If auditors were
more sceptical, they reason, more
misstatements would be uncovered.
But is that really the case? A

soon-to-be-released ACCA report looks closely at the issue of
professional scepticism, and its conclusions are fascinating.
The problem for the audit profession in trying to defend itself,
the report points out, is that professional scepticism is a state
of mind that cannot be directly observed. The sceptical state
of mind feeds into the judgments that an auditor makes, which
drive the auditor’s actions, which the auditor then documents.
And audit oversight bodies tend to give a lot of weight to
documented evidence – in which scepticism is invisible.

Cognitive bias
ACCA believes that the solution lies in a better understanding of
psychology and, in particular, research into cognitive bias carried
out by Amos Tversky and Daniel Kahneman. ‘The literature on

‘A regulatory
process that does
not take account
of the psychology
of decisionmaking cannot
be as effective as
one that does’
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Cognitive biases in the audit process

*
*
*
*
*
*
*
*
*
*
*
*

Hindsight bias – overestimating your ability to predict
something that has now happened
Outcome bias – judging the value of an action based
on its outcome, rather than its value at the time
Confirmation bias – prioritising evidence that confirms
your own beliefs
Anchoring bias – valuing the first piece of evidence
over subsequent evidence
Availability heuristic – overestimating the importance of
information that is available to you
Groupthink – when groups coalesce over an idea rather
than challenge it
Overconfidence – the belief your judgment is better
than it is
Recency – overemphasising the importance of recent
information
Conjunction bias – specific circumstances are seen as
more important than general ones
Selective perception – when expectations influence
how you view the world
Stereotyping
Blind-spot bias – thinking everyone but you is biased.

ACCA’s recommendations

*
*
*
*
*
*
*
*

Articulate in application guidance how the audit
engagement team can approach planning, and review
in a way that minimises cognitive biases
Put ISA 315 and ISA 330 at the heart of the application
of professional scepticism in an audit, linking the
exercise of professional scepticism to risk assessment
Review the use of ‘bias’ in auditing standards to conform
its use with how it is used in the psychology literature
Examine the impact of availability and anchoring bias
on the auditor’s collection of sufficient appropriate
evidence in ISA 500
Establish within ISQC 1 and ISA 220 how firms can
implement firm-level and engagement-level quality
control processes that reduce the impact of cognitive
biases on professional scepticism
Provide guidance to engagement teams on how to
use substantive analytical procedures in a way that
avoids bias
Consider whether the concept of ‘objectivity’ within
the Code of Ethics should recognise or try to mitigate
cognitive biases
Support auditors in understanding bias and how biases
can be mitigated through continuing professional
development and targeted training.

cognitive biases is particularly helpful in understanding how all
stakeholders in the financial reporting process use information
to make decisions in practice,’ says the report. If all parties
involved understand how cognitive bias can affect judgment,
it adds, all stakeholders can work together to improve audit
quality. ‘A system of standards and a regulatory process that
does not take account of the psychology literature on human
decision-making cannot be as effective as one that does.’
Tversky and Kahneman believed that human decision-making
is affected by a number of cognitive biases (see first box), which
have developed because they are evolutionarily beneficial;
some serve as shortcuts to decision-making (a quick, less
accurate decision is preferable to a slow, more accurate one),
some allow us to make a decision when faced with uncertainty,
and some smooth social interaction. In other words, we are all
human, even auditors. And while some biases can be limited, it
is simply not possible to eliminate cognitive bias entirely from
the audit process.
The report does discuss whether technology and computer
algorithms could reduce cognitive bias in the audit process –
for example, by testing all transactions rather than a selection
chosen by the auditor. ‘The involvement of computers does
not guarantee a lack of bias,’ it concludes. ‘Indeed, it may
codify bias. For example, the algorithms used may themselves
introduce bias inadvertently due to the way they were coded,
or there may be cognitive biases in the ways data is acquired,
cleaned and queried, or reports interpreted.’
Instead, the report argues that better awareness of cognitive
biases among all stakeholders in the audit process could lead
to systems and processes becoming more resilient to them.
Auditors need to be aware of the extent to which they may be
subject to biases when designing and performing audit tests;
standard setters need to make sure that they do not create
systems that are susceptible to bias; preparers should aim to
prepare reports that are transparent; and audit committees
should question auditors throughout the audit to identify where
cognitive bias may exist.
There are lessons in cognitive bias for everyone in the
reporting supply chain. The report makes recommendations
for auditors and standard setters that could integrate a better
understanding of cognitive bias into standard setting (see box). It
also highlights the concern that if regulators continue to criticise
auditors for insufficient professional scepticism when in fact their
concerns stem from their own cognitive biases, this may result
in auditors being required to undertake procedures that don’t
necessarily improve audit quality. ■
Liz Fisher, journalist
For more information:
Find the report at accaglobal.com from next month. See
also the session on professional scepticism from ACCA’s
Accounting for the Future conference at accaglobal.com/
accountingforthefuture
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Career boost

Personal power is associated with both positive and negative effects, and understanding
this can transform your work relationships, explains our talent doctor Rob Yeung

Talent doctor: power

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
How powerful do you feel at work?
Psychologists define power as a
person’s subjective feeling of being
in control and having influence
over others. As you might expect,
people’s feelings of power tend
to be related to their standing in
an organisation’s hierarchy. Senior
people tend to feel more powerful;
junior managers and individual
contributors, less so.
Yet there are significant differences
between individuals at an identical
level, too. In the same organisation, I
have often coached one director who
felt formidably in charge and another
who felt relatively marginalised.
Pamela Smith at the University of
Amsterdam and Yaacov Trope from

New York University have established that
powerful people tend to engage in more
abstract thinking. They excel at so-called
big-picture thinking: identifying patterns
and detecting relationships in data. Clearly,
that can be invaluable when analysing
industry trends and creating a vision and
strategy for your team or organisation.
However, there are downsides, too.
Researchers led by Kellogg School of
Management’s Adam Galinsky found
that powerful people typically empathise
less. Further data also suggests that
powerful people are often less influenced
by information that does not conform to
their own views and may be more likely to
disregard contradictory information.
If you are a powerful individual, you
may believe that you are equally as

empathetic and able to take on board
contradictory information as your more
junior colleagues. Telling yourself this
may protect your self-esteem but it
won’t make you a better leader. So
trust the research: in all likelihood,
there are other people around you
who are better at these skills. That
does not mean that you lack the ability
to empathise or that you will always fail
to consider opposing points of view.
However, you may need to make much
more of a conscious effort to consider
the thoughts and feelings of others.
For example, when you believe that
an initiative or project is right for the
organisation, be careful not to assume
that all of your colleagues agree.
Consider that silence is not always the
same as agreement. Encourage others
to speak up and point out flaws in your
thinking that you can then fix.
Seek also feedback on your
personal behaviour. People will rarely
tell more senior individuals what they
actually think unless you specifically
invite them to. Tell your colleagues that
you want to learn from your mistakes
rather than have them kowtow and tell
you that everything about you is fine.
Finally, be sure to thank people
for their candid opinions and
constructive criticism. The moment you
show any anger or even mere irritation,
you will almost certainly cut off any
future such feedback. ■

Leading skills
Watch Dr Rob Yeung
expand on these themes at bit.
ly/ACCA-Yeung10

For more information:
talentspace.co.uk
@robyeung
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Questions, questions
Job interviews are daunting
enough without having
to field awkward and
embarrassing questions from
your interviewer. So spare a
thought for the accountants
whose grilling included having
to answer whether they wear
a vest in bed and what their
favourite flower is. These are
some of the more off-the-wall
interview questions uncovered
by job site careersinaudit.com
in a survey of UK jobseekers.
One accountant was asked
how their mother would
describe them, while another
was expected to break into
song. Some questions broke
legal boundaries, with one
jobseeker being asked why they
hadn’t married and another
expected to reveal when they
were planning to have children.
The research also
uncovered some seemingly
reasonable questions that
candidates did not approve of.
These included ‘What is your
greatest weakness?’ and ‘Why
do you want to join us?’

Singapore goes soft
Singaporean finance
professionals are more likely
to secure a good role in 2017
if they have a flexible and
nimble mindset, as well as the
ability to work independently.
According to recruiter
Hays, employers’ preference
for personality and strong soft
skills are the top talent trend in
Singapore for 2017, followed
by opportunities in tech startup firms and roles that support
digital transformation. There
is also likely to be a big focus
on data analytics during the
year, which will benefit finance
professionals since they are
typically the guardians of their
organisations’ most important
data. Risk control will be
another priority.
Hays’ list of top-10 talent
trends highlights longer
hiring processes and greater
gender diversity as additional
trends to watch this year.
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The perfect: way to say no
Refusals seldom go down well in working life, particularly when the
person on the receiving end is a boss. However, as career-limiting as
it may appear, sometimes saying no is the right course.
The problem with saying yes repeatedly is that it effectively
cheapens you. You may have fallen into the habit of saying yes
regardless of workload or any reservations about the task you’re
being asked to take on. However, saying yes simply because we
always do so, even when we suspect it isn’t the right course of
action, can lower others’ respect for us.
By saying yes while holding back on concerns that a task
is uncommercial, or worse, leaves us exposed professionally,
we’re only setting ourselves and our employers up for real pain
further down the track.
The trick is to hold back on the knee-jerk response in favour
of a more reasoned, analytical one. So instead of ‘No, because
that’s completely the wrong tack to take with that client’ or ‘But
didn’t you say in your presentation that that’s not our value add?’,
try ‘I can see why client X might want that from us, but I have some
concerns that this might lead to over-servicing’ or ‘I wonder whether
we need to involve our internal audit colleagues for their perspective on
where this positions us.’
At all costs avoid putting yourself in the frame for any more
shouldering of the burden. Putting a commercial and professional spin
on things will keep you from appearing self-serving. And self-serving
refuseniks are seldom good persuaders.

Recruitment will become more
rigorous due to organisations
becoming increasingly
cautious about hiring-related
costs. Meanwhile, companies
are specifically requesting
shortlists that include an even
number of females and males.
‘Employers are fully
prepared for the volatile
nature of the market,’ says
Lynne Roeder, managing
director of Hays in Singapore.
‘They will hire candidates who
have strong personalities, as
they can adapt easily to fastchanging market conditions.’

IT expertise appeals in Oz
Australian finance
professionals with specialised
skillsets, strong IT skills and
superior business acumen will
find themselves ahead of the
competition when it comes to
applying for jobs in 2017.
According to recruiter
Robert Half, the rise of
automation and financial
digitisation are leading to
finance professionals with

well-developed IT skills being
increasingly sought after.
Candidates who fit this profile
are therefore well placed to
negotiate good packages.
‘Finance professionals
aspiring to a higher salary
in 2017 will need to not only
possess sufficient finance
skills and qualifications, but
also encompass IT skills into
their CV, such as IT auditing,
system infiltration projects
and project planning of data
migration,’ says David Jones,
senior managing director at
Robert Half Asia Pacific. ‘In
Australia, particularly in New
South Wales, these candidates
are in short supply and will
have the leverage to negotiate
a generous package.’
Nevertheless, finance
professionals will be expected
to work hard for their money.
‘Pay rises will be awarded to
those who can better manage
an increased workload while
still delivering high results
for their company, and to
those who involve themselves

more in the company projects,
and who actively try to
make improvements where
necessary,’ Jones says.

Chinese want influence
Influencing business strategy
is the primary challenge for
most finance departments in
China, according to research
released at the end of last
year. Deloitte’s China CFO
Survey 2016 Q3 found that
the second-biggest challenge
is providing the metrics,
information and tools that
organisations need to make
sound business decisions,
while securing and retaining
finance talent came third.
More than 100 CFOs from
a range of different businesses
operating in China participated
in the research, which also
found that nearly two-fifths
(38%) had become less
optimistic about the country’s
economic prospects over the
preceding three months. ■
Sally Percy, journalist

02/2017 Accounting and Business

GL_I_careersLoxton.indd 45

12/01/2017 14:41

46

Insight | Management and strategy

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

All change

When leading organisational change, don’t overlook the power of technology to help
you increase employee engagement and deliver the right results, says Alison Young

T

he list of trends affecting the workplace today keeps
getting longer: multiple generations in one workforce,
digital disruption of business models, big data, the
outsourcing of activities ever further up the value chain. The
list goes on. And if more evidence were needed, the leaders
of 77% of organisations say that, over the next five years,
a major objective will be to further integrate processes and
technologies on a global scale. As ACCA’s recent research
Professional accountants – the future shows, professional
accountants can’t ignore these trends. In fact, they need
to be leading the change in many of these areas. But is
traditional change actually working?
Reputable consultancies such as McKinsey and PwC, and
credible academics like John Kotter, have for some years been
pointing to a 60% to 70% failure rate of organisational change
projects. Even if those figures are exaggerated, as some
argue, that still adds up to a lot of lost investment and a lot of
wasted management time – time and resources that could have
dropped to the bottom line, or been devoted to sales or new
product development.
So what is going wrong with change and why isn’t it delivering
the results that we expect? To get some clues about what could
help increase the success rate of organisational change and
transformation, we need to look at the very trends that are
causing change to happen in the first place.
The increasing number of millennials in the workplace have
different expectations from previous generations; they demand
that leaders at every level in the organisation are accountable
and transparent, and they expect
two-way communication, particularly
during periods of change. That can
be hard on leaders who fear that bad
news will be demoralising and will
send loyal employees running for the
door. After all, any change – even that
based around ‘good news’, such as
market expansion or new strategic
opportunities – carries within it the
seeds of disruption. This could mean a
different job, a different location, a new
boss, new work processes or a shifting
organisational culture.
Any type of change means a step
into the unknown. It’s part of the
human condition to want to be in
control of one’s destiny. If the change

journey is the organisational equivalent of putting a blindfold on
people and asking them to ‘follow my leader’ across unsure and
rugged terrain to an uncertain destination, it’s not going to be a
good experience.
The path of the leader is different. While it’s true that they
may be as uncertain about parts of the journey as the people
they lead, they are at least in relative control, so their emotional
state will be different. This makes it challenging for them to
appreciate just how powerless others can feel during change.

Two-way dialogue
The goal therefore is to help employees become part of the
change and not just the passive recipients of it – finding genuine
ways to make sure people feel connected to what’s going
on, are clear about their role in the change process and able
to contribute ideas. There is nothing more demotivating for
employees than not being able to have input into a solution that
they will have to implement, knowing that it won’t work. In short,
having a two-way dialogue about the changes taking place will
increase employee engagement and potentially speed up the
implementation of the changes, improving their sustainability
over time. Even when the context is confidential, any kind of
involvement from employees will make a positive difference to
the ‘return on investment’ of change.
Because of this, no matter what their technical expertise,
leaders need to be great communicators, authentic and
transparent in their messaging, and prepared to listen. It’s not
enough simply to broadcast the change messages. Instead,
they need to listen and respond to
the fears and anxieties voiced by their
people. And with the rise of technology
generally in organisations, and social
media specifically, leaders need to be
active participants in online discussions
in order to engage directly with people
on the issues that matter.
A head of finance cannot hide
behind someone in the corporate
communications team to respond
on their behalf to the comments
and questions on the intranet or the
corporate social media platform. Staff
will soon figure out that it’s not the
finance head who’s actually posting,
and as a result, trust in that leader will
diminish – a trust that will be hard to

There is
nothing more
demotivating for
employees than
not being able to
have input into
a solution they
know won’t work
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win back. It’s not a lot better if that leader delegates their posts
in a transparent way, because people expect their senior leaders
to be visible and authentic across a range of media.
Leaders need to keep in touch with what people are thinking
and feeling to make their communications meaningful and
useful. The annual – or even quarterly – engagement survey
just doesn’t deliver information quickly enough to leaders on
specific change issues. At best it’s a month out of date once all
the data has been analysed and interpreted. Leaders
need to react quickly (in, dare we say, as real time as
possible) when there is employee resistance; and
their response needs to be targeted precisely to
where it’s needed. Most organisations’ legacy
systems for collecting feedback on how
people are coping with change feel slow,
and are slow. That’s if they have them at all.

Insights from big data
There is surely a place for a different
approach to finding out the views of
employees on change topics. Software
can help us reach into all parts of the
organisation to gather opinion and –
just as importantly – get the insights to
leaders as quickly as possible. This ‘big
data’ can help leaders and their change
teams respond directly to the issues
that matter most to employees. Only in
this way can leaders show that they are
accountable and willing to respond.
How can we challenge the way we ‘do’
change? We have to review IT systems and
work processes to make sure they are fit for
purpose, while building in reviews of the way
we work to give people their voice to build trust
through change.
Countless studies have shown that if people don’t get
the opportunity to say what they feel and think, in ways that
are intuitive and accessible, the risk of resistance is increased.
High levels of engagement and two-way communication –
along with senior-level involvement and sponsorship – is key
to successful change. If we’re serious about increasing the
return on change investment, we need to start thinking and
acting differently. We don’t need to create another change
management methodology; we just need to make sure that
there is more consistency across the organisation, including
the use of templates and language, and that managers are
trained in how to use these. So rather than trying to reinvent
change management itself, let’s invest in how we listen better to
employees, using technology that matches their expectations
and enables us to respond quickly to overcome resistance in
authentic and powerful ways. ■
Alison Young is a consultant at change management specialist
EchoChanges; echochanges.com
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Leadership in the blood

In the first in a series looking at the leadership characteristics you are born with as against
those that can be learnt, David Parmenter looks at traits that are part of your DNA

A

key trait found in the DNA of every good leader is
integrity. This cannot be grown easily or quickly. Many
a corporate collapse has unearthed a major shortfall
in integrity and honesty. In organisations where ‘money is
worshipped’, you will find a lack of values, and behaviour
among executives and staff fit only for the jungle.
Leadership guru and former GE CEO Jack Welch was one
of the first leaders to talk about ‘candour’ – being honest
and upfront. He said it has many benefits, as it allows more
people into the conversation, generates speed, cuts costs and
encourages underperformers to reflect and move forward.
Then there is ‘loving thy neighbour as thyself’. We must
have a greater driving force than simply looking after number
one. Many great leaders exhibit a spiritual element. Author and
speaker Jan Gunnarsson says that hostmanship is the way we
make people feel welcome. He notes that the ability to be a host
is influenced by our past, both in experiences at home and with
role models. No wonder so many of us have issues here.
Humility is also a factor. This doesn’t mean you don’t use public
relations, nor that you cannot lay claim to your achievements. It
simply means that you treat other people as equals.
Welch also says it is important for a leader to have ‘positive
energy, the capacity to go-go-go with healthy vigour and an
upbeat attitude through good times and bad’. This means that
you also need the ability to energise others – to release the team
members’ positive energy ‘to take any hill’.
Welch, British explorer Ernest Shackleton, naval hero Horatio
Nelson and former British prime minister Winston Churchill were
passionate about what they wanted to achieve. Their passion
ignited the energy in the people reporting to them and attracted
like-minded individuals to their inner core.
Another leadership guru, Peter Drucker, pointed out that
many leaders are unable to appreciate success. He believed
most people brush the evidence of success aside because they
are ‘problem focused’. However, says Welch, ‘Work is too much
a part of life not to recognise moments of achievement. Grab
as many celebrations as you can. Make a big deal out of them.’

Welch was all about making business fun, realising that it is not
life or death but a game you want to win.

Crisis management
Martin Luther King summed leadership up perfectly: ‘The
ultimate measure of a man [leader] is not where he stands in
moments of comfort and convenience, but where he stands in
times of challenge and controversy.’
As Drucker said, great leaders anticipate the storm. They
know that leadership is a ‘foul-weather job’ and thus are
prepared for the crisis when it arrives. Welch handled each crisis
on the following assumptions:
The crisis will be worse than it first appears.
The bad news will come out sometime so you may as well
face the music now.
The situation will be portrayed in the worst possible light
by ‘the press’.
There will be carnage.
The organisation will survive.
Shackleton’s sense of humour was always to the fore in a crisis.
As management writer Tom Peters says about bad times, ‘I can
say with conviction and confidence that this is when it gets fun
for talented and imaginative leaders.’

*
*
*
*
*

Next steps

1. Find out more about hostmanship at hostmanship.com.
2. Email me at parmenter@waymark.co.nz for some
suggestions to make work more fun.
3. Book a leadership course as soon as possible. I still have
contacts from the course I attended over 30 years ago. ■
David Parmenter is a writer and presenter on measuring,
monitoring and managing performance
For more information:
davidparmenter.com
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The English football pundit
Gary Lineker once said,
‘Football is a simple game.
Twenty-two men chase a ball
for 90 minutes and in the
end, the Germans win.’
Yet for a simple game,
football generates more
debate and ideas
than many other
topics in society. It
can be simple and
enjoyable, but it
really is a game of
opinions. Part of
the fun is in the
discussion.
Whilst
accounting
standards
may not
lead to the
same level
of heated
debate as
the relative
merits of José
Mourinho versus
Pep Guardiola,
there are certain
topics that can get
the juices flowing. They
may not get the airtime of
some of the more high-profile
business controversies, but
they cause great discussion

A funny old game

The IASB has entered the lion’s den with papers on goodwill and
intangibles acquired in a business combination, says Adam Deller

amongst those of us who are
unashamed to have favourite
accounting standards.
One such topic
is the accounting
treatment
for goodwill.
Ever since the
Ever since the
introduction of
introduction of
IFRS 3, Business
IFRS 3, accounting
Combinations, it
treatment of
has been a source
goodwill has
of constant debate
and opinion.
been a source of
Following the postconstant debate
implementation
review (PIR) of the
and opinion
converged IFRS 3,
the International

Accounting Standards
Board (IASB) and Financial
Accounting Standards
Board (FASB) in the US both
have projects focusing on
goodwill and intangible
assets recognised in a
business combination.
This is one of the research
projects that the IASB will look
to develop in 2017. The IASB
has issued two staff papers
to demonstrate progress,
focusing on two main areas.

Goodwill and other
intangibles
The PIR identified concerns
that, for some intangible
assets, the requirement to
include them at fair value is
costly (because of the need
to use valuation specialists),

complex and time consuming.
Some users commented
that valuations can often
involve such subjectivity
that they do not provide
any useful information,
commonly citing customer
relationship intangible assets
and brands as problematic
areas. Conversely (and as this
is goodwill, there are always
going to be strongly opposing
views), some users support
recognising these intangible
assets separately because this
provides an insight on why
an acquisition was made and
about the primary assets/value
drivers of the acquiree

»
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Illustration of the pre-acquisition headroom (PH) approach
A company has several cash-generating units (CGUs) and acquires a new subsidiary in the
year. As the subsidiary is a supplier of components to two specific CGUs, CGU A and CGU B,
it allocates the goodwill evenly across these two CGUs.

Carrying amount of net assets at acquisition
Recoverable amount of CGU at acquisition
Pre-acquisition headroom

CGU A
$000
1,500
1,600
100

CGU B
$000
1,500
2,000
500

800
600

800
600

Allocated net assets of subsidiary at acquisition
Allocated goodwill of subsidiary at acquisition

Under the current treatment, the recoverable amount of the CGUs at acquisition would
simply show that neither is impaired, but is used for no other purpose. Under the PH
approach, it could be seen that CGU A has a PH of $100,000, while CGU B has a PH of
$500,000. This headroom will be considered in future impairment calculations.
At the date of the impairment review, let’s assume that the recoverable amounts of
the CGUs (including the allocated net assets and goodwill) decrease to $3.1m and $3.2m
respectively. We’ll assume that the carrying amounts remain unchanged at the date of the
impairment review. Under the current method, this would give the following result:

Carrying amount of net assets (including subsidiary)
Allocated goodwill
Total carrying amount

CGU A
$000
2,300
600
2,900

CGU B
$000
2,300
600
2,900

Recoverable amount of CGU

3,100

3,200

Currently, the recoverable amount of both CGUs exceed the carrying amount of the net
assets and goodwill, so no impairment would be recorded to either.
If we consider the same figures using the PH approach:

Carrying amount of net assets (including subsidiary)
Allocated goodwill
PH (not recognised as an asset)
Total carrying amount including PH

CGU A
$000
2,300
600
100
3,000

CGU B
$000
2,300
600
500
3,400

Recoverable amount of CGU

3,100

3,200

Under this treatment, CGU A would still not be impaired. CGU B would now have to record
some impairment, as the recoverable amount of $3.2m is lower than the carrying amount
plus PH of $3.4m. The PH approach shows that while the goodwill appears to be unimpaired
using the recognised net assets, this is due to the shielding effect of the pre-acquisition
headroom. Once this is included in the calculation, goodwill is impaired by $200,000.
The current suggestion is that the PH is only calculated on acquisition, and not
subsequently remeasured, unless a further subsidiary is acquired, at which point it will then
be remeasured at this date.

So, the IASB stands in the
unenviable position of taking
this forward and coming up
with progress that is costeffective and provides useful

information for the users.
Knowing (and acknowledging)
that this will almost certainly
be a foray into the game of
opinions, IASB has chosen

some key areas to look at.
Consideration has been
given to subsume some of
the intangible assets into
goodwill rather than recognise

them separately. This would
be either where reliable
measurement is difficult, or for
internally generated intangible
assets. However, it would
create a paradoxical problem:
whilst this would be consistent
with IAS 38, Intangible Assets
in the non-recognition of
internally generated intangible
assets, it would be inconsistent
with IAS 38 in the accounting
for acquired intangible assets
that are identifiable.
Whilst there is merit in the
subsuming approaches, there
appears to be little demand to
exclude other intangibles if it
would have the effect of being
rolled up into goodwill, given
the challenges that are facing
the IASB with impairment of
goodwill.
In summary, IASB staff
feel that there needs to be a
strong argument in making
changes to IFRS 3 in respect of
other intangibles, particularly
as the requirements for
intangible assets in a
business combination have
already been amended twice
since 2004.
Despite this, there
is an acknowledgement
that the guidance about
intangible assets acquired
in a business combination
could be improved, and this
is where that IASB’s focus
will be on the issue. With the
continuing development of
technology and customer
data, the IASB suggests that
some attention should be
paid to providing guidance
over customer-related
intangible assets.
As companies now keep
much more significant
information about customers,
one proposal is to refer to
this information as customer
data rather than customer
lists. In addition, the IASB
staff do not think that the
basis for recognising these
as assets should result from
whether the customer has
a contract with the entity or
not. While data protection

Accounting and Business 02/2017

GL_T_HoltCPD.indd 50

04/01/2017 10:59

IFRS 3 | Technical

laws may prohibit personal
data from being sold,
general information about
buyer preferences and
demographics may well
be more freely transferred.
If this customer data is
considered separable
rather than contractual, then
this may become significant
in recognising it separately
from goodwill.

Subsequent accounting
for goodwill

Many participants from the
PIR suggested reintroducing
amortisation of goodwill,
believing it reflects the
consumption of the resources
acquired over time. Despite
this, many respondents still
favoured an impairmentonly approach, and it is this
approach that the IASB is
largely focusing
on. Whilst mixed
amortisation
and impairment
In accounting
will be looked
for goodwill,
at, it appears
much more likely
it is likely that
that the current
the current
impairment-only
impairmentmodel will hold,
with improvements.
only model
The major
will hold, with
criticism that the
IASB is considering
improvements
is that impairment
is often recognised

too slowly and in too small
amounts, being therefore
‘too little, too late’. One
way in which the IASB is
responding to this is through
the development of a new
approach within the current
impairment-only model, called
the pre-acquisition headroom
(PH) approach.

Pre-acquisition
headroom approach
The PH approach relates
to circumstances in which
acquired goodwill is allocated
to pre-existing cash-generating
units (CGUs) of the acquirer.
Here, the concern is that the
CGU may have a recoverable
amount higher than its
carrying amount at the date
of acquisition, meaning that
when the goodwill is allocated
to the CGU, this excess (the
pre-acquisition headroom)
will effectively shield the
goodwill from impairment.

51

The PH approach aims
to incorporate the PH,
measured at the acquisition
date, into the impairment
test calculation, so that this
‘sheltering effect’ is removed
(see illustration in the box).

The future
There is clearly a long way to
go on the goodwill project.
The IASB has come up with
some interesting thoughts
on how to better clarify
and improve accounting
for goodwill. Clearly it will
never be met with universal
approval, but as we know,
part of the enjoyment is in
the debate. It may not quite
be the talk of the town for
ordinary members of the
public, but for those of us with
a keen interest, there is plenty
to keep us going. ■
Adam Deller is a financial
reporting specialist and lecturer
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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
FRS 101
FRED 66: Draft amendments
to FRS 101 Reduced Disclosure
Framework is available for
comment until 31 March. The
proposed amendments are
to the lease requirements,
removing the lessee option of
an exemption for disclosure
of a maturity analysis of
lease liabilities.
The Financial Reporting
Council is asking if users
agree with the proposed
amendments to FRS 101, with
a specific reference asking if
qualifying entities should be
required to continue to provide
detailed analyses of leases.
The consultation can be
seen at bit.ly/frc-fred66.

*

further improvement in the
current reporting season
are also identified and the
report highlights these as:
‘more detailed disclosure
of how dividend policies
operate in practice, with
more clarity on factors
considered in both the
setting of the policy and
in dividend declaration;
and disclosure of risks and
constraints where they
impact dividend policy
and declaration decisions
(especially pertinent to
concerns around pension
deficits, the potential
impact of Brexit and
other factors that may
have a bearing on capital
management decisions)’.
Business model reporting.
This report highlights that
many reports are generic,
broad-brush and can
be seen as a regulatory
burden. The different
requirements from a
company and its investors

are best summarised by
the comments on the
level-of-detail section:
‘Many companies believe
the disclosure should be
relatively high level to
provide an overview of the
business model. However,
there are varying levels of
detail shown by companies
in their disclosure, with the
length ranging from less
than one page to numerous
pages. Investors want more
detail than most companies
are currently providing,
although they note that
this should not lengthen
the disclosure significantly.
Instead, investors want
companies to better use
the space currently taken by
the disclosure, to provide
relevant factual information.’
You can find these and other
lab reports at bit.ly/frc-lab.

Distributions
SI 2016 No. 1194 Financial
Services and Markets:

The Companies Act 2006
(Distributions of Insurance
Companies) Regulations
2016 came into force on
30 December 2016 and applies
to long-term life insurance
entities. It contains the formula
to be used for the calculation
of maximum distributions.
More at bit.ly/CA2006-distr.

Apprenticeship Levy
Employers, in addition to
the role they will play in the
administration, payment
and research concerning
the Apprenticeship Levy,
may need to consider their
accounting policies. In many
cases this may be immaterial
but a number of employers
may need to consider
how they should treat the
levy payment. Should the
accounting policy be that
the levy is a one-off cost and
thus treated as such when it is
paid each month, or should it
depend on when apprentices
receive the training? The latter

Improved reporting
The Financial Reporting Lab
has issued two sets of quoted
company research findings:
Disclosure of dividends –
policy and practice. This
report highlights that there
has been an improvement
over past reporting
of dividends, with the
improvements identified
focusing ‘on additional
disclosure around
distributable profits’. It
contains examples taken
from accounts. Areas for

*
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could give rise to significantly
different accounting treatment.
Other complications include
different levy payments
and training start dates, the
retention of unused parts of a
levy for 24 months and future
rollout to a business’s supply
chain. A company’s accounting
policy may also change if the
directors alter their apprentice
training policy and use of the
levy, which could also impact
on the timing and recognition
of costs over the periods
in question. See also ‘Tax’
section below.

mitigate the widespread
concerns over MTD. If these
suggestions are unacceptable
to government, it is likely that
pressure will increase for the
government to introduce MTD
as a voluntary scheme.’ The
findings and recommendations
were broadly that the time
frame for implementation
is too short, that the cost
to business is too high, that
there is significant uncertainty
regarding all areas of software
and that HMRC has not
evidenced the benefit to
business of this change.

Corporate governance

Overseas pensions

As highlighted in last month’s
issue, the green paper
Corporate governance reform
is open until 17 February. As a
reminder, the discussion is on
executive pay and pay levels
along with how to strengthen
employee, customer and
supplier voices at boardroom
level, but there are many other
areas highlighted. The area
affecting private companies
concerns how shareholders can
hold directors to account.
You can see last month’s
edition of Accounting and
Business, at bit.ly/ab-arch.

Guidance: Pensions tax for
overseas pensions highlights
the new conditions that
apply for pension schemes
(qualifying overseas pension
schemes (QOPS) and
qualifying recognised overseas
pension schemes (QROPS))
from 6 April. With regard
to responsibilities for
pension scheme members,
it states that: ‘If you wish
to transfer to a non-UK
pension scheme and that
scheme is neither a QROPS
nor a registered pension
scheme you will be liable to
a tax charge of at least 40%
of the amount of the transfer.
You’re responsible for ensuring
that the non-UK pension
scheme is either a QROPS or
a registered pension scheme
when the transfer is made.’ For
advisers it states that: ‘Those
providing advice in respect
of pension transfers should
ensure that the scheme they
are recommending a transfer
to continues to meet the
conditions to be a QROPS
after 5 April 2017.’ The
guidance is at bit.ly/gov-pens.

Tax
Making Tax Digital
The Treasury Committee took
the unusual step of publishing
its report on Making Tax
Digital ahead of the expected
government draft legislation
and comments on the replies
to the consultation it received
this month. The concerns that
the committee raised echo
those that you have shared
with ACCA and that ACCA
shared with the committee.
The committee said it
‘expects the government to
consider this report before it
publishes its response to the
MTD consultations and the
provisions to implement the
changes, expected in January
2017. The report makes a
number of suggestions to

HMRC update
Agent Talking Points are
weekly online digital meetings
aimed at tax agents, usually
lasting 45 minutes to an hour.
The sessions provide agents
with the opportunity to ask
questions of subject matter

Scottish tax-raising powers
The Scottish Budget took place on 15 December and
was the first where the powers under the Scotland Act
2016 had an impact. As highlighted in the last issue of
Accounting and Business, the devolved income taxraising powers allowed, for the first time, bandings and
rates to be changed independently. Previous powers
only allowed for a change in rate across all the bands.
The proposed Scottish income tax rates and bands for
2017/18 see different bands for Scottish taxpayers from
those in the rest of the UK. They are:
Scottish income tax rates

Scottish bands

Basic rate: 20%

Over £11,500*–£43,430

Higher rate: 40%

Over £43,430–£150,000

Additional rate 45%

Over £150,000 and above**

*Assumes individuals are in receipt of the standard UK personal allowance.
**Those earning more than £100,000 will see their personal allowance
reduced by £1 for every £2 earned over £100,000.
It was also highlighted that the Scottish government aim is to provide 100%
superfast broadband access by 2021.

experts from HMRC, across a
range of different topics.
More at bit.ly/talk-hmrc.

Notice/guidance update
Excise Notice 453: Gaming
Duty has been updated and
replaces the earlier version
from January 2016. It has been
updated for the October
change in rates of Gaming
Duty and includes information
regarding online registration.
Notice 60: Intrastat general
guide has been updated and
replaces the earlier version
from January 2016. The lowvalue transaction threshold
has been increased from £150
to £175, thus allowing these
transactions to be ‘aggregated
and classified to a single
commodity code (9950 0000)’.
The other main change is that
the goods of unknown value
section has been amended to
‘include a link to the relevant
section of the UCC [Union
Customs Code] for calculating
unknown values’.

Apprenticeship Levy
Payment of the Apprenticeship
Levy and access to funds/
apprenticeship training are
treated as two separate

mechanisms. Payment
applies to all UK employers,
while access to the funds/
training is a decision for each
country, with allocations of
the levy going to each of the
devolved administrations.
The Skills Funding Agency
guide Apprenticeship
technical funding guide for
starts from May 2017, which
applies to England, was
highlighted in the last issue.
For payment of the levy,
revised 2017 No. xxx INCOME
TAX: Income Tax (Pay As
You Earn) (Amendment)
Regulations 2017 have been
made available. These apply
to all UK employers and
contain changes that clarify
the operation of payment.
Obviously, for those employers
who can utilise the £15,000
annual allowance, the changes
will have limited impact.
As a reminder, the
apprenticeship levy comes
into effect in April 2017, with
the legislation contained in
Part 6 of Finance Act 2016. The
levy will be charged at 0.5%
of an employer’s pay bill, with
employers receiving an annual
allowance of £15,000 to offset
against their levy payment.

»
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This means levy payments will
be made when the employer
pay bill exceeds £3m.
The draft regulations have
been updated following earlier
consultation and incorporate
clauses relating to assessment
of unpaid levy, recovery of levy
by HMRC, retention of records
by the employer, recovery of
debts from managed service

companies and duties to make
a return of the levy.
It’s highlighted by HMRC
‘that only where an employer
has a levy liability, or expects
to have a levy liability during
the tax year, they will need
to engage with reporting
the apprenticeship levy to
HMRC’. It’s stated that the
revised regulations include the

change, making it clear that
‘employers with a pay bill of
less than £3m for the previous
tax year or who believe their
pay bill will be less than £3m
in the current year (unless
they find otherwise), subject
to the rules on connection,
will not have to engage with
the apprenticeship levy’. The
increase in the reporting

All change for non-doms
April will finally see the changes to the UK non-dom taxation regime. As a reminder, the
government response to the consultation findings highlighted that ‘there are three main
elements to the reforms. First, it ensures that the tax treatment of the most long-term UK
resident non-doms is brought in line with UK-domiciled residents. Tax will be charged
on worldwide income and gains. The reforms also mean that a UK-born individual whose
domicile of origin was in the UK cannot choose a foreign domicile and then subsequently
return to the UK as a non-dom. Second, the changes to the IHT rules ensure that non-doms
cannot hold a UK property indirectly (for example, through an offshore company). This
closes the loophole that a large number of non-doms use to avoid paying UK IHT. And third,
the government sets out a package of reforms to Business Investment Relief to incentivise
inward investment into UK businesses. This is designed to allow non-doms to bring more
overseas income and gains into the UK to support economic growth and investment.’
You can see the comments and legislation at bit.ly/nondom-cons.

threshold from £2.8m to
£3m for the preceding year’s
pay bill is a change made to
previous draft regulations.
HMRC has also highlighted
that ‘there is a change to 147D
to make the pay bill reporting
threshold clearer where there
is a group of companies/
charities. New regulation
147D(2)(b)(ii) has the effect of
saying where in a group one
of the members has a levy
allowance allocated to them
for example £7,500, they will
incur a levy liability once their
pay bill exceeds £1.5m (£7,500
levy allowance/0.005 = £1.5m
pay bill).’
It is also highlighted
that the revised ‘regulations
confirm that the annual levy
allowance will operate on a
monthly cumulative basis, so
the levy allowance will increase
evenly throughout the year’.
HMRC provides the following
example to demonstrate the
working of the regulation:
‘Where an employer has
an annual levy allowance of
£15,000 and applies this to
a single PAYE scheme, this
would mean an allowance
of £1,250 a month. Any unused
allowance will be carried over
from one month to the next. If
the levy liability in month 1 is
£1,000 the employer will not
pay the levy and the allowance
in month 2 will be £1,500 (the
levy allowance for month 2
being £1,250 + any unused
allowance from month 1 (£250)
= £1,500 total levy allowance
for month 2).
If there is unused allowance
in a month, it will be carried as
a credit into the subsequent
months, as shown above.
At the end of the tax year, if
the levy has been overpaid,
the employer can use the
overpayment to offset against
their other Pay As You Earn
(PAYE) liabilities.’ An employer
with multiple PAYE schemes
who has not used the full
£15,000 allowance in one
scheme will be able to offset
the unused amount against
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another one of their schemes
once the tax year has ended.
In guidance issued for
employers, the Skills Funding
Agency highlighted that
levy-paying employers
from May will be able to
access funding for English
apprenticeships through their
digital account and:
negotiate and pay for
apprenticeship training
and assessment
manage their funding and
apprentices, view their
account balance and plan
their spending
stop or pause payments
(for example, if their
apprentice stops their
training, takes a break from
training or the employer
hasn’t received the service
agreed with the provider).
To access funding in
England, levy-paying
employers will need to set
up an account on the digital
apprenticeship service using
their Government Gateway
ID, PAYE scheme details and
Companies House number
or equivalent.
Employers in Scotland
will continue to be able
to access funding via the
modern apprenticeship
programme. In Wales the
programme will be via
approved training providers.
More at bit.ly/acca-guides.

*
*
*

Client notification regs
The International Tax
Compliance (Client
Notification) Regulations 2016
(SI 2016/899), amending the
previous 2015 regulations,
were highlighted in the last
edition of AB. They require
certain financial institutions
and professional advisers to
contact their UK tax resident
clients who have overseas
income and assets. HMRC’s
guidance now says that ‘the
obligation to notify must be
met by 31 August 2017. There
is a flat-rate penalty of £3,000
per SRP [specified relevant
person] or SFI [specified

financial institution] for not
complying with the notification
requirements.’

Consultations
A number of consultations
have been issued that close
during February and March:
Public financial guidance
review: consultation on a
single body is open until
13 February. This is a follow-up
consultation on public finance
guidance. It acknowledges
the important role of the free
guidance that is available,
including from charities. Its
focus is on free-to-client,
impartial financial guidance
that is currently provided
by three publicly funded
services: the Money Advice
Service (MAS), The Pensions
Advisory Service (TPAS) and
the Department for Work and
Pension’s Pension Wise. It
seeks views on how a single
public financial guidance body,
referred to in the consultation
as the Single Financial
Guidance Body, ‘might
effectively be structured’.
On the same theme, the
government recommendations
from the consultation on
the Financial Advice Market
Review are expected soon.
The aim of the review was to
ensure that consumers only
receive ‘regulated advice’. It
recognised that concern exists
over advice provided, with
many firms fearful of crossing
the boundary into regulated
advice. The review also aims
to provide clarity and a clear
definition ‘that will give firms
the confidence to develop
better guidance services to
help customers make informed
financial decisions’. The
outcome and impact of the
review will be covered in future
issues of AB.
Call for Evidence:
Extending Local Full Fibre
Broadband Networks was
issued on 29 December with
a requirement to comment
by 31 January. Although this
deadline has passed it may

Guard against scams
There are a number of telephone and email scams
targeting individuals. One highlighted by HMRC is where
a recorded message states that HMRC is bringing a
lawsuit against the individual and intends to sue them.
The recipient is asked to phone 0161 850 8494 and press
‘1’ to speak to the officer dealing with the case. More at
bit.ly/phish-hmrc.

still be worthwhile highlighting
your views as the call for
evidence states that ‘further
public funding will be made
available to complement
existing budgets to stimulate
the market deployment of full
fibre networks in both urban
and rural areas. The specific
level of programme funding
available will be outlined at
Budget 2017 following this
Call for Evidence.’
Annual return for 2017 –
information collected from
charities is open for comment
until 9 March. The Charity
Commission is seeking views
on changes to the content
and structure that charities will
provide in their annual return.
It is highlighted that this is
the first stage of a review
and that the commission will
consult in late 2017 and early
2018 on a more fundamental
review of the Annual Return
and information a charity
will need to provide. The
commission states that ‘for
the Annual Return in 2017 we
are beginning this process by
ensuring that the questions
are focused on themes which

reflect the commission’s need
for financial data together with
information which supports
our regulatory priority risk
issues. These themes are:
financial data
fraud and financial abuse
public trust and confidence
safeguarding
terrorism and extremism.’
The importance of keeping
certain information up to
date and the need not to
overburden charities are key.
The commission asks only
three questions and offers the
opportunity to participate in
user testing.
Hybrid and other
mismatches – draft guidance
is open for comment until 10
March with the warning that
the ‘draft guidance is provided
to assist understanding of
the application of the hybrids
mismatch legislation, which
take[s] effect from 1 January
2017.’ It’s highlighted that
‘mismatches can involve
either double deductions
for the same expense, or
deductions for an expense
without the corresponding
receipt being fully taxed’,

*
*
*
*
*
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and that ‘Hybrid mismatch
outcomes can arise from
hybrid financial instruments
and hybrid entities,
and from arrangements
involving permanent
establishments. They
can also arise from
hybrid transfers and dual
resident companies.’
The guidance provides
examples of how the
legislation aims to neutralise
the tax mismatch and alter the
tax treatment of the deduction
or the receipt. HMRC states
that the ‘rules are designed
to work whether both the
countries affected by a
crossborder arrangement have
introduced rules based on the
OECD recommendations, or
just one’.
You can see these and
other consultations at bit.ly/
gov-cons.

Export
Business risk/
opportunity
Foreign and Commonwealth
Office Political and Economic
Updates provide information
for UK businesses on how
to identify opportunities
and guard against political
and economic risks when
trading overseas.
The guidance for China
has been updated and
it includes the expected
changes to e-commerce
law in 2017. It highlights
that the ‘draft law covers
a range of areas including
payment services, logistics,
transaction security, data
protection and intellectual
property, unfair business
practices, consumer rights,
crossborder e-commerce
and platform liability’,
and that the ‘law brings
e-commerce within China’s
central/local government
plans and industrial strategy.
It aims to stop domestic
and international companies
avoid[ing] regulatory
compliance by trading online.’

Automatic enrolment: no or late compliance
What are The Pensions Regulator’s enforcement options?
Informal action

Statutory notice

Guidance and instruction can be issued by telephone, email, letter
and in person. Warning letters may also be sent confirming a set time
frame for compliance with the duties.
Statutory notices are sent in the post, and can direct employers to
comply with their duties and/or pay any contributions they have
missed or are late in paying.
If unpaid employer contributions are not paid within three months
of the notice being issued, your business can be required to pay any
outstanding staff contributions, too.

Penalty notices

Penalty notices are sent in the post, and can be used to address
persistent and deliberate non-compliance.
A fixed-penalty notice may be issued if your business doesn’t comply
with statutory notices. This is fixed at £400 and is payable within a
specific period.
An escalating penalty notice can be issued for failure to comply with
a statutory notice. This penalty has a prescribed rate of £50 to £10,000
per day depending on the number of staff your business has.
A civil penalty can be issued for cases where your business fails to pay
contributions that are due. This is a financial penalty of up to £5,000
for individuals and up to £50,000 for organisations.
NB: The Pensions Regulator aims to fully recover all the penalties
issued (using court action if necessary).

More at bit.ly/fco-guide.
As highlighted last
month, the Department
for International Trade
has updated many of the
previously issued UK Trade
and Investment exporting
country guides, and has
also issued a series of detailed
guides to assist businesses
that are interested in
developing their overseas
trade. They contain sections
that consider start-up, legal,
and tax and customs issues.
The guidance can be seen at
bit.ly/guide-dit.
A simple start-up guide
on how to invest in the UK
by setting up a UK company
has been produced and is
available at bit.ly/inv-uk.
This highlights the difficulty
in opening bank accounts,
and why good business

contacts, including advisers,
are required.

Canada
Scotland’s International
Framework – Canada
Engagement Strategy
highlights strategic synergies
between the priorities of
Canada and the Scottish
Government’s Trade and
Investment Strategy and notes
that a final document will be
made available soon. More at
bit.ly/scot-can.

Law
Bribery and corruption
The Home Office has
published a bribery and
corruption assessment
template for government
use. Much of the content
and the checklist could be

used to assess the policies
and procedures other
organisations have in place.
bit.ly/gov-bribe.

Auto-enrolment
Re-enrolment. The Pensions
Regulator suggests that ,as
part of the tri-annual reenrolment process, it may be
advisable to complete the
redeclaration of compliance at
the same time as re-enrolling
staff, rather than waiting until
the due date. See bit.ly/tprre-enrol.
Nobody to put into
a pension scheme? If a
business has no one to put
into a pension scheme, they
can bring their staging date
forward to any date and
declare their compliance
at the same time. See more at
bit.ly/stage-for. ■
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Audit’s evolution

Auditing standards are catching up with the world of big data, with the standard setter
issuing a consultation on how to update ISAs to incorporate technological advances
‘Big data’ has become big
business for the auditing
profession. It’s difficult
these days to talk to a
senior audit partner without
them proclaiming the huge
advantages of data analytics
in the audit process, and
how it is revolutionising the
way firms are checking their
clients’ financial statements.
But have auditing
standards kept up with this
fast-moving world, where it
is now possible for 100% of
transactions to be interrogated
for anomalies, outliers and
outright inaccurate trades?
This is the concern of the
International Auditing and
Assurance Standards Board
(IAASB). Last September
it issued a consultation
document looking specifically
at how international
standards in auditing (ISAs)
should or could be updated
to incorporate the latest
technological advances.
Interested parties have until
15 February to respond to
the document, though it is
clear that it is a debate that
will rumble on for a while
yet as the standard setters
play catch-up with the

technologists. Indeed, the
Financial Reporting Council
has been looking into this area
as one of its thematic reviews
for 2016/17.
In Exploring the growing
use of technology in the
audit, with a focus on
data analytics, the IAASB
argues that stakeholder
expectations regarding the
use of technology in financial
statement audits are evolving
as they look at how data
analytics fits in with the current
risk-based audit model. This
is becoming increasingly
so where auditors are using
data analytics as a way to
differentiate themselves
during the audit tender
process – which,
of course, is far
more common
now thanks to
the EU’s audit
directive.
The use of
data analytics on
larger sets of auditrelevant data goes much wider
than traditional analytical
procedures. This gives auditors
a broader and deeper insight
into the entity under scrutiny,
but also provides auditors, and
their clients, with
additional valuable

‘You use data all
the time in an
audit context, but
it is about trying
to draw specific
knowledge or
intelligence from
the data itself’

information that can be used
to inform the client’s own
risk assessment and business
operations.
Sue Almond, head of
assurance at Grant Thornton
in the UK and a member of
the IAASB’s working group on
this, says that data analytics is
seen by the IAASB as a rapidly
emerging and evolving area.
‘Different audit firms, different
businesses and different
regulators were starting to
come across analytics, so a
working group was formed
by the IAASB to see what
is happening in the market
and how this would mesh
with the existing auditing
standards.’
Almond
picks out

a number of key issues that
auditors, regulators and
businesses are facing as they
increasingly use big data to
inform the audit process.
These include the challenge
of fast evolution, the impact
of efficiencies, the need to
understand the answers given
by data analytics, the role of
auditor scepticism (see also
page 42) and how analytics
can add value to audit clients.

Multiple challenges
The IAASB consultation
itself highlights a number of
unanswered questions that are
currently creating challenges
to auditors as they grapple
with the new technology.
These challenges cover:
data acquisition; changing
conceptual approaches to
the audit that
might not be
familiar

to the
audit
client; legal
and regulatory
challenges around
jurisdiction and
security; availability
of appropriate skills;
regulatory oversight;
and re-training and
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re-skilling auditors
themselves.
‘We need to look at
how client data is transferred
to the auditor’s systems,’ says
Andrew Gambier, head of
audit and assurance at
ACCA. ‘For instance,
what happens if the
auditor’s system is not
physically in the UK?
Clients will need to do due
diligence on these systems.
Data can also get lost, and we
are also seeing more attempts
to breach data security.’
‘This is a real priority for
the audit profession,’ says
Nick Frost, UK head of audit
technology at KPMG. ‘We are
working with clients on this.
A key part of the discussion is
around how we get the data,
what data is it that we want,
what we are going to do with
the data, and how long we are
going to keep it. We will even
talk with General Counsel,
especially when looking at
customer data.’
On the use of data in
audit evidence, Gambier
says that the traditional
audit model would be to
gain an understanding of
the controls environment
in an organisation and then
carry out testing to make
sure these controls work in
practice. ‘Conceptually, an
approach that relies upon
sampling should produce the
same estimate of the level
of misstatement as testing
100% of the population,’
Gambier says. ‘But a focus
on transactions may not be

appropriate,’ he
adds. ‘Changes
in the financial reporting
framework have increased
the importance of estimates
and valuations to financial
reporting, thereby reducing
the relevance of transactions.
How an audit approach that
relies upon data analytics will
support judgments is unclear.

Informing the audit
For Almond, data analytics is
about using data to inform
the audit. ‘You use data all
the time in an audit context,’
she says, ‘but it is about trying
to draw specific knowledge
or intelligence from the data
itself. The judgment comes
in with the questions that you
ask of the data. You can ask
robust questions of the data,
but you need to understand
what is coming out and
what you do with it. And this
creates a more interesting and
challenging environment for
our auditors.’
It also creates an
environment that requires new
skills. ‘What we are now doing

is changing,’ says Frost. ‘It
is different from even
just two years ago.’
As an example,
Frost says that
the ability to write
code forms part of
the assessment for potential
graduate recruits into audit.
‘We are also reskilling some
of the people already in our
audit practice,’ he adds.
There will of course be
opportunities to use the
knowledge gained from
analysing the data to provide
more insight to the client,
though Frost is mindful that
auditors are bound by ethical
standards to maintain their
independence from the client.
‘The ethical standards are
always front of mind, we are
very cognisant of this,’ he says.
It is no surprise, however,
that there are also fears that
data analytics, alongside
other technologies such as
blockchain, could lead to
an existential crisis in the
audit profession – if the

59

technology can check 100%
of transactions, why is there a
need for an audit?
‘The fundamental role of
the auditor won’t change,’
argues Frost. ‘There will
always be the need for an
independent view, but how
auditors execute this will
change, and they will be able
to have richer, more insightful
conversations with the client.’
‘There’s no burning
platform,’ says Gambier,
‘but there are concerns that
auditors could be made
redundant, so the IAASB is
doing the groundwork now.
ISAs are not incompatible
with data analytics, but they
do not indicate how they can
be used.’ ■
Philip Smith, journalist
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The view from
Adam Moore FCCA, partner at Moore Feakins,
and hot-yoga enthusiast

It was a big decision to leave such
a secure environment, but I had an
entrepreneurial spirit. Together with
my business partner, Richard Feakins, I
wanted to focus on managing and driving
a business forward. Opening our own
practice gave us the platform to do so.

Snapshot:
audit regulation
The modern auditor must be strong
enough to balance the needs of
the client and the demands of
the regulator and capital markets.
They have to walk a professional
tightrope, getting close enough
to the client to get under their
skin and really understand what is
going on, but also retaining the
detachment to ensure they adhere
to ever more complex standards.
This demands very high
personal skills, showing that you
have a client’s best interests at
heart while being robust on the
occasions when the client does not
like the message. Technology skills
are increasingly necessary, both
to ensure that back-office audit
costs are minimised and also so
that, in an increasingly risky cyber
world, key audit risks are properly
assessed and managed.
In addition, in a global economy
an ability to navigate different
cultures and business practices is a
must. Asking the same question in
four different countries and getting
four identical answers can still mean
four different fact patterns. Being
able to understand what is really
being said will differentiate the
effective auditor from the box-ticker.
Auditor in Latin means ‘he or
she who listens’. Ultimately, an
ability to observe body language
and detect what lies beneath the
words will determine your success.
Steve Maslin, audit partner, Grant
Thornton

At Moore Feakins we work with
SMEs that have a strong desire to
grow. Our clients span all sectors,
from manufacturing to marketing, with
turnovers up to £10m. Our focus is on
helping them to unlock their potential and
getting them to where they want to be.
With my mother, grandfather and uncle
all practising accountants, you could
say accountancy was in my genes. I only
decided to follow in their footsteps when
I left university. I had a clear idea I wanted
to support farming and rural businesses,
and when an opportunity arose to do this
with Grant Thornton I grasped it.
During more than a decade at Grant
Thornton I gained an array of skills
that have stood me in good stead
throughout my career. Working for
such a large firm provides invaluable
opportunities to work with a wide variety
of colleagues and clients. Fundamental
skills about working in teams, developing
people and building strong client
relationships were all honed during my
time there.

If you can, give
your people the
space, time and
responsibility to
tackle new things,
learn new skills
and build new
relationships

Technology is resulting in some
significant changes for SMPs and SMEs.
Practices which ignore the impact of
technology will struggle. We have invested
heavily in the right tools to help our clients
so that we can provide timely advice and
help them monitor their growth.
The number one issue facing small
businesses is the need to attract,
develop and retain new talent. We
were lucky in that we could create the
culture we wanted right at the outset,
basing it on our own values. If you can,
give your people the space, time and
responsibility to tackle new things, learn
new skills and build new relationships. We
involve our team in the direction of the
firm and we see our role as creating the
right environment for each of our team
members to grow.
As a young firm we are looking to enter
the British Accountancy Awards in
2017. Entering such awards allows us to
benchmark ourselves against others and
determine how we can further improve
our business. It also provides invaluable
recognition to our people.
Outside of work my time is split
between my family and sport. Running
a business can make it difficult to balance
home and work. I spend as much time as I
can with loved ones. To keep active I have
found that hot yoga is the new ‘gym’. ■
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Technological divide

As the UK moves towards a fully digital tax system, can we draw inspiration from the
success of similar initiatives around the world – or is that too optimistic?
Tax administration and technological
innovation have become inextricably
entwined. In part, this is because of
the much-criticised tax policies and
effective tax rates paid by some of the
world’s most innovative technology
companies. However, it is also because
of the enormous impact that digital
technologies can have on how taxes
are administered. Australia, Brazil and
Estonia are just a few of the countries
where governments have exploited
these technologies to innovate and
improve tax administration.
Digital tax administration is well
advanced in Estonia. There is a central,
shared platform for all government
agencies and large banks; data is
collected across each period on taxable
events from employers and other third
parties; and citizen identification is secure
and robust. These factors combine to
enable the Estonian Tax and Customs
Board to provide pre-populated tax
returns – which take an average of five
minutes to approve and submit with a
digital signature.
Innovation in tax administration has
taken a different path in Brazil. Electronic
invoicing is mandatory for nearly all
enterprises, as is the use of a prescribed
nota fiscal eletrônica format and invoice
submission to the Secretaria da Fazenda
(the tax authority). This approach has
helped the government to reduce levels
of unreported transactions and created a
database that can be mined for insights
into the national economy; it has also
enabled businesses to achieve quicker
collection times and lower costs.
The Australian Taxation Office (ATO)
has made pioneering use of innovative
security techniques, including a voice
identification system and hardware-tied
security keys. When the ATO retired its
legacy online filing tools in 2016, replacing
eTax with an updated web-based version
of myTax, it also introduced an ATO app,
so that taxpayers and agents can access
ATO systems anytime, anywhere, from any
smartphone, tablet or computer.
The profession’s reactions to such

developments tend to be mixed, not least
because of the many approaches to the
implementation of digital tax initiatives
and systems, and the underlying variations
in tax regimes, across jurisdictions. There
are differences in how such initiatives are
received by those affected even within
a single jurisdiction, coloured by various
factors, including personal experience
and outlook – optimistic or otherwise.

‘Unmissable opportunity’
Witness recent reactions to plans by HM
Revenue & Customs (HMRC) to mandate
compliance with its Making Tax Digital
(MTD) initiative in the UK.
‘The transformation of the tax

‘Making Tax
Digital is
the biggest
opportunity to hit
the accountancy
profession
in years’
system to fit the digital and mobile age
presents an unmissable opportunity
for accountants,’ says Ian Rodgers
FCCA, director at The Profit Key. Kevin
Whitehouse, founder of accountancy
firm Prime Entry, agrees, saying: ‘It’s
the biggest opportunity to hit the
accountancy profession in years.’
By 2020, the UK government wants
a fully digital tax system, which will
make HMRC’s tax administration ‘more
effective, more efficient and easier for
the taxpayer’. So accountants and many
of their clients can wave farewell to the
annual paper tax return and say hello
to mandatory digital record-keeping
and the quarterly reporting of business
income and expenditure, plus voluntary

tax payments. A phased introduction from
April 2018 will start with the self-employed
and small UK businesses.
Providing transition guidance and
support to existing and new clients
may be easier for some firms than for
others. Whitehouse says: ‘For those
firms embracing available technology,
this won’t be a step change. They will
already be working closely with their
clients digitally and the change will simply
equate to transitioning between filing tax
documentation annually, to quarterly.’
Rodgers adds: ‘The proposed changes
are going to compel clients to go into
some form of cloud-based software.’ He
and Whitehouse are hoping that the use
of such software and mobile apps will
simplify the transition for their clients.
Developers of cloud-based
bookkeeping and accounting systems
are already positioning their offerings as
potential solutions for MTD (and gleefully
rubbing their hands). Likewise, some of
the apps in the cloud ecosystems around
them offer the functionality – such as
expenses recording and management –
needed for digital record-keeping.

Out of the dark age
The Profit Key has opted for a custom,
branded app (from MyFirmsApp) that
unifies access to the multiple apps that
many firms and their clients use. ‘Having
the app and giving them access to it from
mobile devices is really going to help
our clients,’ Rodgers says. Whitehouse
urges more firms and clients to eschew
spreadsheets and the seasonal carrierbag parade: ‘This type of dark-age
accountancy is exactly why MTD is such
an important change in the industry.’
Not all members of the profession
or all of its technology evangelists are
so sanguine. At Capsa Accounting, Ray
Backler and his clients have been working
closely together using cloud software
(from Liberty Accounts) for more than a
decade. He also has experience of the
sort of add-on app that supports digital
record-keeping by allowing businesses
to capture data from bills, invoices and
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receipts. ‘The process is not always as
straightforward as it might be,’ he says.
Tax and foreign currency calculations,
and credit and debit card transactions,
can create practical challenges. It can be
difficult to get date, amount and supplier
all in one photo, or to ensure that in a
single receipt for petrol, a chocolate bar
and a newspaper, these items don’t all
end up as motor expenses.
‘You couldn’t get more computerised
than we are,’ Backler says, but Capsa’s
clients are not all highly computer-

literate. ‘We still run their payrolls, do
their VAT returns, and PAYE returns and
payments. They may use Liberty Accounts
to create invoices, but if we hadn’t come
along and said that doing this would
make their lives easier and keep their
accountancy fees down, they’d probably
be producing invoices and recording
expenditure using Word and Excel.’
Many other UK businesses still are.
These businesses’ move to digital
record-keeping and quarterly reporting is
likely to be a step-change practically and
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financially. ‘There will be a requirement
to ask your agent to perform work five
times a year instead of once a year,’ Chas
Roy-Chowdhury, ACCA head of taxation,
recently told a government Treasury
committee. Some small practitioners may
have to drop the client or write off the
additional cost of advising on MTD.
Roy-Chowdhury warns: ‘I do not think
this is going to be a business opportunity
for accountants.’ ■
Lesley Meall, journalist
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Graceful exit
Deferred baby boomers in sole practice and small firms are those who are most
vulnerable to the perils of planning for retirement, as Keith Underwood explains
Your retirement is likely to be the
most important decision you make
in your career. The considerations
you need to take into account are
wide-ranging and include personal
finance, job satisfaction, whether
suitable succession for the firm is in
place, and the hobbies and other
active interests you have to occupy
you in your retirement.
Many accountants tend to feel
they are immortal, and a number are
reluctant to address retirement. Any
thoughts about retirement are usually
fairly cursory until an event makes the
decision essential or at least more
compelling – such as ill health or
health issues within the family.
In larger firms there are often fixed
retirement ages, offering a focus
from the day you join through to the
day you leave, with perhaps some
alternatives around performing as a
consultant at the end of your profitsharing career as a partner.
There are also ‘entrepreneurial
accountants’, who reject the premise
of working with a single firm and
climbing the ladder from trainee
to partner in favour of a ‘build and
sell model’ that they may replicate
many times during their career.
Entrepreneurial accountants may be
thin on the ground but they do exist,
and they usually decide for themselves
their career exit and retirement.
Deferred baby boomers – who
will now be aged between 65 and
72 – are still around in numbers, and
it is here where the issues lie for small
practices – from sole practitioners to
four-partner firms.

The warning signs
There are often warning signs that
partners in small firms are beginning
to wind down. A reluctance to adopt
new compliance and regulatory
procedures or to plan for internal and

client-facing IT changes can be clear
indications that retirement might be due.
The government’s goal of making tax
digital is another reason many deferred
baby boomers cite for deciding to retire.
Partners who are planning to exit their
practice would do well to address the
following questions:
Are you enjoying what you are doing?
How can you replace the profit share/
salary you are currently enjoying?
What do you propose to do after you
retire?
Does your retirement fall in line with
that of your partner or family?
The answers we receive when we put
these questions to clients have often not
been thought through, even though the
original brief may have been ‘I would like
to retire in six months’ time’.
If you are in a four-plus partner firm,
the partnership/shareholder agreements
are usually flexible, so the ability to retire
early or late can be accommodated. But
the question of succession is often not
considered until too late, which leaves
the practice with little alternative but to
sell to or merge with a larger practice.
Succession planning in these firms is
therefore hugely important.
There are big differences between the
successor and sale options in terms of
preparation, execution and timing.

*
*
*
*

There are
considerations
around whether
the value of the
business will
provide sufficient
funds to cover a
long retirement

*

Handing over to a successor is a process
that may take as long as four years
and involve outside recruitment or an
internal management buyout.
Selling the business may require a
looser ongoing relationship for a period,
bedding in clients and addressing the
careers of the staff.
Planning for a succession or retirement is
as important as the strategic development
of the business. In fact, a retirement is
usually more critical, individuals who are
sole practitioners up to those in fourpartner practices often have a personal
responsibility, specialisation or client group.
Clients’ perspectives are useful for
the planning process. Depending on the
size of the practice, these can probably
be determined quite easily within the
framework of surveys and reviews that
would be undertaken as part of the
planning prior to exit.
Even if you are a sole practitioner, all
your clients need to understand that you
are a custodian of the business and provide
services on the basis of a particular ethos,
and cultural and technical ‘style’ that meets
their needs. It is important that this style is
replicated by your successor. In the case
of multiple sole practitioners working
under a single brand, style replication can
present a challenge. Additional problems
arise with client loyalty and expectations. If
an awareness of the transitional nature of
client relationships is explained, the trauma
of the change can be reduced.

*

Prepare to relax
The psychology of preparing yourself for
retirement is an interesting one. Career
stage and age are often critical. Some
retirees want to leave the keys on the table
and exit. Others decide at a younger age
to sell to a larger practice and use their
passion and skill to work with the purchaser
in attaining the acquirer’s goals over a
consultancy period of two to three years.
This can often be attractive to a larger firm
acquiring your business.
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The question of home life, hobbies
and how you are going to occupy your
time in the future is critical and should
be discussed with all the stakeholders,
including those at home.
There are many examples of
retirees dying shortly after retirement
or reluctant retirees who find
themselves playing golf or going on a
cruise or pursuing other interests for
which they might be unprepared after
an abrupt switch from a hectic work
routine that has lasted anything from
30 to 50 years. Getting into the right
mindset can be a greater challenge
than continuing as an accountant.
Preparation is therefore key. Some
form of planning with full input from
your co-partners is essential to make a
smooth transition to retirement, which
could easily stretch from 20 to 30 years.

Financial factors
The financial aspects of retirement
are decisive. It is interesting that
retirements are being driven by the
financials rather than job satisfaction.
The appreciation that the income from
an investment in an accountancy firm
can bring far greater rewards than can
be achieved by investing the funds
in, say, property is a salient point that
keeps many accountants working well
beyond the normal retirement age.
In smaller firms where goodwill
is possibly realisable there are also
considerations as to whether the
realised value of the business is going
to provide sufficient funds to cover
a long retirement. Many retiring
accountants still seem to be expecting
the capital generated by selling the
practice or their equity in it to fund
their retirement. All should be aware
that realisable values are trending
downwards, with some significant
differences in valuations for practices
in different parts of the UK.
A matrix of retirement
considerations need to be evaluated
to determine the best retirement
date. Balancing the issues covered
in this article set alongside changes
in regulation and IT will give any
practitioner a steer in taking the first
steps in planning their retirement. ■
Keith Underwood is managing director
of Foulger Underwood Associates
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The view from
Edward Vitalis FCCA, deputy chief executive,
C&M College Network, Stockport

the senior management team. So I am
responsible for everything that is not
about teaching and learning.
There has been a lot of significant
estate development on our sites over
the past couple of years. This has
involved me selling land, arranging debt
financing and leading on Education
Funding Agency grant funding bids. We
have also invested in heavily in IT, while
disinvesting in areas that have not added
value to the organisation.

The further education (FE) sector has
so much going on, with a lot of firefighting. The big issue for us at present
is the Greater Manchester strategic area
review. Finance directors have their heads
down with this. A part of the process
is a significant and difficult funding
application for the Department for
Education, which will underpin the college
financially, restructure it and deliver its
revised future strategy. Day-to-day, we do
a lot of work on cash flow management.
I am responsible for corporate services,
ranging from finance to IT, estates,
facilities management, management
information systems, risk management
and liaising with internal audit. I am
accountable to the board of governors
and its committees, and I report to

Demography
means there are
fewer students
available. There
are too many
institutions –
some are viable
but others are not

The key challenge for the FE sector
is that we are faced with flat funding
after years of cuts, while dealing with
inflationary pressures. The other issue
is that demography means there are
fewer students available, so there are too
many institutions, spreading students too
thinly. Some institutions are viable, but
others are not.
I do enjoy working in this competitive
environment. My career to date has been
as someone who works in organisations
facing financial challenges and finding
solutions, to put them in strong positions
for the future.
There have been two career highlights
for me. When I joined [my previous
employer] YMCA Training it was in decline
and had significant debt. I immediately
implemented a turnaround strategy, which
led to it achieving surpluses and turnover
growth from £8m to £24m. At the Cheadle
College, where I am now, I have been
able to do a lot of work to underpin the
organisation, with investment in IT and
estates development.
Outside of work, I am vice-chairman of
the NHS Salford Clinical Commissioning
Group and chairman of its audit
committee. I previously served on Salford
City Council’s Health and Wellbeing
Board, supporting public health. My wife
and I like to ski, and at Christmas we
usually go to Chamonix. After work, you
will often find us in the gym. ■

Snapshot: NHS
transformation plans
NHS trusts and foundation trusts
in England had a combined deficit
of £1.85bn at the end of the
2015/16 year, three times that of
the previous year. NHS England
has responded by telling NHS
organisations and local authorities
in 44 areas to develop proposals
on how to improve the delivery
of health and care, while also
improving service efficiency.
Most of these sustainability
and transformation plans (STPs)
are being led by chief executives,
some of whom have a finance
background. It is recognised
that professional accountants
must take a central role in
preparing STPs.
Mark Millar FCCA, a nonexecutive director of Papworth
Hospital in Cambridge, was recently
appointed as the non-executive
chairman of the finance and
performance stream for the STP for
Cambridgeshire and Peterborough.
He says: ‘The NHS has succeeded
in fragmenting the system, so
there are huge transaction costs
around the delivery of services.
Accountancy professionals are
trying to manage resources within
and across organisations in such
a way that maximises the benefits
and minimises the costs.’
Their skills are in high demand.
As the NHS England medical
director Professor Sir Bruce Keogh
has said: ‘The NHS needs a clear
plan to ensure it spends every
pound of taxpayers’ money wisely.’
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Mandarins’ money man
Enver Enver, finance transformation lead at the Cabinet Office, talks of his journey
through the country’s county councils to the ultimate Whitehall location
There are some imposing offices in
central London but none creates an
impression quite like the workplace of
Enver Enver, finance transformation
lead at the Cabinet Office. Where else
could you stroll past the office of the
chancellor of the exchequer, while Big
Ben chimes in the background?
This is where the country is run. The
Cabinet Office exists to ‘support the
prime minister and ensure the effective
running of government’. It co-ordinates
the delivery of government policies
and programmes but also sets the
efficiencies and reforms designed to
improve the running of government. And
in recent years, that has come in for quite
a transformation.
It seems hard to believe, but it has only
been over the past 12 years or so that
financial discipline and professionalism
have been introduced into government.
Remarkably, until 2004 there was no
requirement for the finance directors
of government departments to hold
a financial qualification. The drive to
improve financial management began in
earnest only at the start of the millennium.
The financial crisis of 2007-2008 and
the resulting austerity programme
subsequently served to hammer home a
new emphasis on efficiency and value for
money in public services.

the business we are serving and in making
decisions. It’s not too much to say that
finance professionals have changed the
trajectory of government.’
Enver has seen the financial
transformation of local and central
government first-hand since he joined
Wandsworth Council as a teenager. ‘It was
the end of the 1980s and I realised that I
needed a recession-proof job,’ he says.
He began with AAT (Association of
Accounting Technicians) training, moving
to Surrey Council and staying there for 10
years, during which time he gained the
ACCA Qualification.
‘I studied with ACCA off my own bat
with no time off. My father was also an

A seat at the table

ACCA member, and the qualification
has served me very well. I liked that I
learned things in my studies that I could
immediately apply in the workplace.’
He describes the first 10 years of his
career as ‘learning and understanding
the public sector’. He then moved to
the NHS, becoming assistant director of
finance at what would soon become the
country’s largest primary care trust.
‘That broadened my horizons. I was in
a strategically thinking, decision-making
role, dealing with change management.’
His work at the trust involved the UK’s first
pilot programme to introduce unit costing
and pricing tariffs so that trusts around
the country could be re-charged for
residents taken ill and treated elsewhere.

It has been – and still is – a huge and
fundamental transformation, and Enver
has been at the business end of much
of it. ‘Demand for public services will
always outstrip supply,’ he says, ‘so we
have to operate within the limits of the
money available. Austerity has been the
key driver for change. We are making the
most of available resources and making
sure that we’re working together.
‘There is a lot more due diligence
around expenditure today than there ever
was before, and finance professionals
finally have a seat at the table. We’re part
of the decision-making process, spending
less time crunching numbers and instead
getting involved in asking questions of

‘Finance
professionals
have become
crucial to the
smooth running
of government
and are in high
demand’

The resulting system is now widely used
throughout the NHS.
From there he moved to the most
senior finance role at Epsom and Ewell
Council. ‘At that point the work was
beginning to reduce the size of the
finance function, and that caused people
to begin to work more collaboratively and
innovatively,’ he says. Enver concentrated
on bringing together departments and
people who traditionally had not had
much contact, breaking down the silobased culture often found in government.

Career nurture
If there is a downside about working for
the public sector, it is that staff have to
be more focused on career management
than they would perhaps be in the private
sector. Enver says that he has always had
to keep on top of career decisions: ‘The
thing is, people don’t tend to leave good
jobs in the public sector that often. You
have to look after your career. At this
point I had worked for 16 years in local
government and for three years in the
NHS. So I was thinking, what next?’
A headhunter solved his dilemma
with a call that ultimately resulted in him
becoming deputy director of financial
management at the Home Office. It
turned out, though, that the Home Office
was lagging behind local government in
terms of finance transformation. ‘It felt
like I’d gone back in time,’ Enver says. ‘It
was quite archaic in terms of processes
and systems, and a lot of the finance
people were generalists with no specific
finance qualification.’
Under his guidance, the Home Office
set out on a path of modernisation and
financial professionalism. Eighteen finance
specialists were recruited and a formal
finance training regime set up. When his
boss moved on, Enver was made director
of financial management and estates – an
FD-level post with responsibility for a
budget of £2.7bn.
A little over a year later, trouble was
brewing in the form of stressed travellers,
packed arrival halls and very long queues
at Heathrow Airport. The Border Force
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was in crisis, and, with the London
Olympics just a few months away, the
problem needed solving very quickly
indeed. A strong track record in change
management and transformation meant
that Enver was the man they called.
‘I found myself managing functions
I’d never been in charge of before,’ he
says, ‘more than 25 of them, including all
corporate functions and even operational
functions such as the dog-handling team
within the National Drugs Seizure Unit.
But I was amazed how much of what I’d
learned in my accountancy training I could
apply laterally.’
He began by bringing together the
heads of each unit to discuss what they
were doing and how they could help each

other. ‘Some of them didn’t even know of
each other’s existence.’
He also encouraged private sector
thinking. He oversaw the introduction of
‘premium services’ and the choice to pay
a fee for a faster service or a shorter wait.
After months of ‘long, long days’, the
Border Force was working efficiently, the
queues shrank and the press moved on.
Enver is now the second most senior
finance professional in the Cabinet Office
and a strong advocate for a career in the
public sector. ‘One of the best things
about it is that you don’t have to change
organisations to get exposure to different
things. When I’m recruiting I look for
strong political antennae and emotional
intelligence – you need to be able to read
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a room and adapt your style accordingly.
Personality is very important.’
Finance professionals have become
crucial to the smooth running of
government and are in high demand.
A rewarding career awaits the right
candidates, as well as the knowledge
that they could make a real difference to
people’s lives.
‘I get a real sense of fulfilment out
of working in the public sector,’ says
Enver. ‘You can face a lot of criticism
and challenge, but there is an immense
amount of job satisfaction in contributing
to the transformation and improvement of
public services in the UK.’ ■
Liz Fisher, journalist
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Back to basics

This latest article in our series of ‘all you need to know but are
too afraid to ask’ looks at virtual collaboration tools
The way employees collaborate is
changing fast, as various incarnations
of agile working increasingly become
the norm. The rise in the popularity of
unconventional and flexible staffing
arrangements means that many
individuals are no longer working with
one another within the same four walls.
Over 4 million people work from home
in the UK, according to the Office for
National Statistics.
The benefits to organisations and
individuals are compelling. The former
can keep costs down while the latter gain
a better work-life balance.

There are a number of different types
of tool available for staff to communicate
and collaborate with one another
remotely. All of them are web services
facilitated by the ubiquity of cloud
technology and broadband.

Tools for the job
Online document management software
allows a number of employees to work
at the same time on a single wordprocessing or spreadsheet document in
real time. Team members can collaborate
on a database or project document from
anywhere in the world, all at once, and

without having to worry about conflicting
data or problems with version control.
As documents are stored online there
is also less chance of the data they hold
being corrupted. However, virtual teams
should be careful about confidentiality,
as collaborative online sites are not
necessarily secure. Organisations should
also back up data themselves and not
rely exclusively on the proprietary cloud
storage provided.
One collaborative working tool is
Google Docs (google.com/docs). It
has an array of different applications
for document management including
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word processing, spreadsheets and
presentation software. A document can
be edited by a number of individuals,
who are ‘invited’ to share in working on
it by its owner, with all collaborators able
to see each other’s edits as they happen.
Different levels of access (ie, view-only
versus editing rights) are available to give
tiered access to team members.
Another major player is Dropbox
(dropbox.com), which is commonly
used to store documents remotely, and
allows for individuals to collaborate on
documents in isolation, as opposed to
simultaneously. Highlight features include
advanced search, and the ability to restore
previous versions of documents.
Dropbox was originally designed
to be a tool exclusively for document
storage and synching data, but its recent
introduction of a Paper feature makes
it easy for teams to work together. At
present Paper acts as a simple wordprocessing application that can format
notes and text documents.
Project management software tends
to be more sophisticated. Work can be
delegated to different team members,
who have the facility to engage in
conversations around different workflows
and tasks. This in turn can help with idea
generation and problem-solving. It can
also ease the email burden by sorting and
categorising relevant communication, with
users being updated in real time across a
range of different devices.
One example of project management
software is Trello (trello.com), a visual
tool built around the concept of boards
and cards – the former are projects,
and the latter groups of collective tasks
to be completed. Trello’s visual nature
makes it easy to use, with little or no
training required. Individual cards can
contain images, attachments, deadline
dates, coloured labels and checklists. It is
possible to set up recurring tasks (weekly
bank reconciliations and quarterly VAT
returns, for example) instead of repeatedly
adding the same cards, by integrating it
with Zapier, a web automation service.
Trello also offers team members a view of
the most recent updates and edits.
Another competitor in this space is
Asana (asana.com), founded by Facebook
co-founder Dustin Moskovitz. Asana
integrates well with email, so it can be
adopted easily by team members who are
reluctant to break old habits. It has a more
granular approach than Trello, allowing
tasks to be subdivided hierarchically in

order to capture the most minute actions.
One of its limitations is that a task can be
assigned to only one team member. The
company’s logic here is that productivity
is increased by making specific individuals
responsible for task completion.

Get the message
Another means of sharing and
communicating with a virtual team
is via instant messaging software. In
widespread use in one-to-one contexts
currently, it is increasingly being adopted
for project-based group communication
and also allows users to share files.
Because of their immediacy and multiple
device functionality, instant messaging
applications suit groups that are
dispersed across different time zones
and not working to the same nine-tofive schedule. Organisations can set
up different groups for management,
departments or individuals working on
specific assignments.
Providing a link between the
document-sharing and messaging
applications is Slack (slack.com), an app
directory that integrates with a number of
cloud storage providers and productivity
applications, and which allows for deep
collaboration rather than just the transfer
of static messages. Its integrations include
Google Drive (making it easy to share
files from Google Docs) and Stripe (a
payment processing system for SMEs).
By integrating with Slack, team members
can receive updates on invoice payments,
charges and transfers.
Paul Bulpitt, co-founder of accountancy
firm Wow Company, introduced Slack to
employees to cut the company’s reliance
on email. ‘I have been trying to kill email
at Wow,’ he says, ‘and Slack has really
helped. The alternative was to use SMS or
WhatsApp to communicate internally. But

‘I have been trying
to kill email at
Wow, and Slack
has really helped.
Using SMS felt like
encroaching
on people’s
personal space’
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this obviously has security issues and also
felt like we were encroaching on people’s
personal space.’
Another player in the app integration
space is HipChat (hipchat.com). Although
it does not have the same volume of
app integrations as Slack, its interface
is easy to use. The company is owned
by Atlassian, and most of the add-ons
are provided by the parent company.
But HipChat is well suited to smaller
organisations that require fewer features
and just need a simple instant and video
messaging tool.

On screen
Sometimes virtual teams need to engage
in deeper communication to get across
more complex concepts and for general
training purposes. There is range of
video conferencing software on the
market that essentially does a similar job
but offers different levels of complexity
in functionality.
One product that is popular because
of its accessibility across devices is
GoToMeeting (gotomeeting.co.uk).
Its scheduling function integrates
with Microsoft Outlook. As with other
packages, the audio element of meetings
can take place via your phone or
computer, through voice over IP (VoIP)
technology. It has a recording facility for
listening back on demand. For usage on
a desktop, participants have to install a
small app on their computer.
Another competitor is Cisco’s WebEx
(webex.co.uk). WebEx has a number
of personal touches including giving
users the ability to create profiles. This
is particularly useful for team members
and groups likely to collaborate together
over longer periods of time. One of the
benefits WebEx has over some of its
competitors is that its sharing features
work concurrently with video chat. This
includes the ability to share a virtual
whiteboard for sketching on. A free
version of the product (WebEx Meetings
Free) can be used for up to three people.
While the list outlined here represents
a great way to get started, the pace of
development, affordability and ease
of use of online collaboration tools is
constantly changing, so it is worthwhile
signing up to the mailing lists of the
main software providers. This will help
you keep up to date with new product
features and integrations. ■
Nick Levine, journalist
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The power of two

Leading business schools in different countries are partnering with each other to
deliver MBA courses that offer students a uniquely global perspective
The phrase ‘two heads
are better than one’ was
coined by a chap called
John Heywood back in
1546, demonstrating
that the notion that
collaboration between
great minds can produce
better results has been
around for a very long
time. It is an idea that is
now being embraced by
many leading business
schools, which have
created alliances and
partnerships with each
other to offer the very
best education to the
highest calibre of student.

brings with it a worldclass faculty, an innovative
curriculum and a unique
perspective on the business
landscape,’ explains
Hrilina Lock, head of
Trium recruitment and
admissions at the LSE.
Six modules are taught
in five global locations –
London, California, Paris,
New York and Shanghai
– over 17 months, and
the curriculum covers
the core learning of a
global MBA, such as
finance, accounting,
marketing, executive
leadership and strategy.
The far-reaching benefits
Trium
for students include
For example, the Trium
return on investment,
Global Executive MBA is
access to worldwide
one of the world’s leading
networks, and gaining a truly
degree programmes. It is
global perspective.
jointly issued by the New
‘Students have the
York University Stern School benefit of leading faculty and
of Business, the London
speakers, who are experts
School of Economics and
in their field, and who bring
Political Science (LSE),
both academic and practical
and HEC Paris School
experience to the classroom,’
of Management.
says Lock. ‘In addition,
‘The alliance of these
students have access to
three prestigious schools
the high-profile events and
speakers that
Trium and its
partner schools
have to offer,
providing
‘Students get the
opportunity to
tap into new
opportunity to
resources and
gain insights and
knowledge.’

solutions from an
expanded network
with a global
perspective’

IE-SMU
Meanwhile,
Singapore
Management
University
(SMU) has

partnered with IE Business
School in Spain. Their
IE-SMU MBA programme
is a 50:50 partnership
incorporating the best
elements from each institution,
with tight integration
in a jointly managed
programme structure.
‘The exchange started
as a general conversation
between two business schools
that share an innovative,
entrepreneurial spirit,’ says
Lieven Demeester, associate
professor of operations
management (practice) at
SMU. ‘We discovered that we
could combine the strengths
that we have in our respective
parts of the world. The main
vehicle for our collaboration is
the IE-SMU MBA programme,

which is a joint degree
part-time MBA programme
delivered with a blended
learning methodology.’

Wharton-Insead
Likewise, the Wharton School of
the University of Pennsylvania
in the US has hooked up with
Insead in France.
‘The alliance joins the
resources of two world leaders
in management education
and creates global access
to unparalleled business
knowledge for students,
faculty and executives
worldwide,’ says Natalya
Levina, associate director of
academic affairs at Wharton.
Now celebrating its 15th year,
the alliance started in 2001 as
a collaboration between two

Accounting and Business 02/2017

UK_INT_A_PostgradBH.indd 72

18/01/2017 12:21

MBA | ACCA

schools beyond just regular
MBA exchange. It includes
faculty, executive education,
PhD and executive MBA.
Levina views it as not just
a course but ‘an opportunity
for both Wharton and
Insead MBA students to
experience different courses,
teaching methods and
classroom cultures’.

Win-win
It isn’t just the students who
benefit. These types of tie-up
provide fantastic opportunities
for business schools to learn
from each other.
Lock says the values and
strengths of each member
of the Trium programme
complement those of the
others. She explains: ‘LSE is

one of the foremost social
science universities, with
worldwide credibility for global
socio-political economics.
The LSE’s expertise in this
area pushes students to look
at things in a totally unique
way, and LSE academics from
across the globe produce
cutting-edge research
that directly influences
international and national
policy debates – a fascinating
milieu for Trium students.
‘HEC has a longestablished tradition of
training future managers
and leaders. It has earned
international acclaim for
superior programmes, which
include Trium as part of its
premium brand. Being part
of so powerful an alliance

provides the perfect showcase
for HEC Paris’s unique
expertise and experience
in the art of management
in today’s integrated
European marketplace.
‘NYU Stern is ranked
among the leading business
schools in the world for
its strength in finance and
international business. Stern
lends its strength to this
integrative programme,
which sets a new standard for
global education.’
There is also the important
issue of diversity, which can
work to the advantage
of the students and the
learning establishments
alike. In their February
2016 report, How
racially diverse schools
and classrooms can
benefit all students,
Amy Stuart Wells,
Lauren Fox and
Diana Cordova-Cobo
of Teachers College
Columbia found that those
benefits range from better
preparedness for employment
to increased engagement
in political issues. In other
words, a mix of class enriches
the academic experience
for everyone.

Different perspectives
Business schools across
the globe actively look for
candidates from a variety of
racial, ethnic, socio-economic,
academic and professional
backgrounds who may be
at different points in their
careers, and tie-ups between
the schools are an excellent
way of achieving this.
Levina says: ‘Wharton
welcomes up to 75 Insead
students per year. It brings
different perspectives to a
classroom and diversifies the
student population.’
Lock says: ‘Being exposed
to new ideas and sharing
insights with classmates and
faculty from all over the world,

73

students are able to bring
real business problems
into the classroom for
discussion, providing the
opportunity to gain insights
and solutions from an
expanded network with a
global perspective.’
Demeester agrees that
the intercontinental aspect
of the union gives students
a unique edge. He says:
‘The IE-SMU MBA students
benefit from having access
to a successful European
business school and a
successful Asian business
school at the same time.
They benefit from having
access to a larger and
more diverse group of
faculty, two career service
organisations and two
alumni networks.’

Improved networking
The advantage of
belonging to a larger
alumni network is also
picked up by Lock. ‘The
relationships that form
among Trium classmates
are one of the many
powerful long-term benefits
of the programme,’ she
says. ‘After graduation,
the global alumni network
expands dramatically, as
Trium graduates become
alumni not only of Trium,
but also of each of the
partner schools.
‘The network currently
numbers over 650 alumni
residing in over 70
countries around the world.
With senior executives and
industry leaders in their
professional fields, Trium
is truly a global influential
network. By attending
Trium, you join a lifelong
network that will continue
to provide influential
guidance and networking
opportunities at every
stage of your career.’ ■
Beth Holmes, journalist
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Onwards and upwards

Having qualified with ACCA, a range of exemption-based MBAs are now available to you
to help simplify your climb up the ladder

ACCA members already
hold a globally recognised
and prestigious professional
qualification. However, for
those with a thirst for more,
a post-graduate qualification
can be attractive.
There are thousands of

business schools and colleges
around the world offering
a myriad of post-graduate
courses, so choosing the right
one is important. Given the
work you have already put into
passing your exams, using
that knowledge makes sense.

This can be done by seeking
institutions that either have a
relationship with ACCA or offer
course exemptions, meaning
that certain modules, usually in
accounting and finance, can be
dropped. This avoids tiresome
repetition of learning, and

can save considerable time
and money.
The University of London
offers a ‘pathway’ to ACCA
members, which will allow
them to gain an MSc in
professional accountancy
while only having to study two

Accounting and Business 02/2017

UK_A_PostgradMBA.indd 74

18/01/2017 13:24

75

MBAs | ACCA

modules. Jane Towers-Clark,
ACCA’s head of university
development, suggests
this course is unique. ‘The
Masters takes the professional
qualification as its basis. Other
courses may offer exemptions,
but the UCL offering is truly
integrated. There is nothing
else like this very different
model.’ It also represents
great value for money, costing
less than £3,000.

Substantial discount
For members able to make
more of an investment, the
global MBA offered by Oxford
Brookes University, which
has developed the course in
association with ACCA, also
has real benefits. Members
are able to get exemptions
in two modules, which saves
them 30 credits in a course of
180 credits.
‘For non-ACCA students
taking all the modules, the
headline figure is £14,850.
For members it’s £10,600 –
a substantial discount,’ says
MBA subject coordinator
Dr Limburg.
‘Those doing the full
programme usually take
30 months, but for ACCA
members it’s more like
24. Being able to apply
learning straightaway is part
of our process. It’s a good
thing to be able to have
that MBA status as soon as
possible, six months earlier
than those without the
exemptions.’
The Schulich School of
Business, York University,
in Ontario, which offers
the highest ranked MBA in
Canada, also has a partnership
with ACCA. Members applying
to this leading institution,
which has further campuses in
Beijing and Hyderabad, can
find that their qualification
gives them an advantage.
‘It’s a little different in
Canada,’ explains Jillian
Couse, engagement manager
for ACCA Canada. ‘The school
looks at individuals on a

case-by-case basis.
The institution
will assess their
‘Getting just one
prior learning and
exemption means
potentially give
them “advanced
fewer exams and
standing”. By
more time to
gaining this the
concentrate on
students could
fast-forward into
the
other subjects.
the second or third
It also saves time
semester. Most
importantly, the
and money’
ACCA member is
gaining access to
the top MBA in
the country, and that’s worth
like many others, has a global
quite a bit.’
element, with campuses
in Dubai and Malaysia,
Reduced workload
and approved learning
This status can reduce the
partners in 35 countries.
credit hours on the MBA
These partners teach the
from 60 to 30. However, the
Edinburgh MBA. ACCA
criteria for gaining advanced
members taking the course
standing may also depend
in Jordan or Zambia would
on what other qualifications
still be able to apply for an
are held, such as an honours
exemption. ‘If they have the
business degree. This will be
relevant qualifications, then
determined by the individual’s
the request would always
assessment. Members can
come back to Edinburgh,
take a Master of Accounting in
where there is a central
just eight months instead of 12
panel,’ explains Brown.
should they satisfy the criteria.
Not all institutions have to
Do your homework
have a partnership with ACCA
A potential pitfall in taking
in order to offer exemptions.
exemptions is that there
Edinburgh Business School at
could be fewer networking
Heriot Watt University offers
opportunities. If a student isn’t
members exemptions from
doing a particular module, how
some of its core courses.
do they meet those who are?
This can be of real help,
Limburg doesn’t think
suggests senior teaching
this should be an issue:
fellow Dr Ken Brown.
‘We’re careful not to overdo
‘The full-time MBA takes
exemptions, and the flexible
a whole year and requires
way we deliver the modules
nine courses. That’s quite a
means you’ll meet a great
heavy workload. If you get just
variety of people from many
one exemption, that means
different backgrounds.’
fewer exams and more time
Towers-Clark doesn’t consider
to concentrate on the other
this a problem either, ‘as
subjects. It also saves the
long as the course is well run.
students time and money.’
An exemption allows time
Edinburgh Business School, to develop other skills and

learning in new areas, and
perhaps others on the course
have their own exemptions, in
marketing for instance.’
Clearly exemptions can
play an important part in
helping a member select
a course and college. But
potential students need to
do a thorough investigation
of the options. Currently
there is no central database
showing what exemptions
are available and where, so
as with the Schulich School
of Business, members must
examine their options on a
case-by-case basis.
There are a variety of
factors to consider. ‘A lot
of institutions charge for
exemptions,’ says TowersClark. ‘The member
needs to clarify the exact
exemption, whether there is
an administration charge too.
Many of these costs change
over time so be sure to get the
latest information.’ It could be
that there is no price reduction
for an exemption, but by
finishing the course more
quickly, students could save
on, say, a term’s living costs – a
sizeable amount.
Spending less money and
seeking to finish a course more
quickly shouldn’t be the only
priorities for members. The
reputation of a college, its
location, cost of living, student
body, alumni organisations
and CPD points – all should
be considered; but the final
objective is the qualification.
‘We don’t rush people,’ says
Limburg. ‘It’s important to take
the learning on-board. It’s an
incredible experience. The
goal is to achieve MBA-level
thinking.’ ■

Matt Warner, journalist
For more information:

Read more about the Oxford Brookes MBA at bit.ly/2izEYWW
Find out more about the University of London MSc at bit.ly/2j2XjPC
For more on the Schulich University Business School’s MBA programme visit bit.ly/2idK8dC
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Global understanding

ACCA and recently formed international accountancy network Morison KSi add to global
training and recruitment agreement with collaboration and partnering MoU
ACCA has entered
into a memorandum of
understanding (MoU) with
global accountancy network
Morison KSi.
The agreement was
formalised in January at an
event at The Adelphi, ACCA’s
headquarters in London.
Morison KSi was formed in
April last year through a merger
of Morison International and
Kingston Smith International,
to become one of the top
10 largest accountancy
associations in the world, with
157 member firms and 375
offices in 84 countries.
ACCA and Morison KSi will
work together in a number
of areas, including providing
access to initiatives and services
to attract new finance and
accounting talent, running
joint events in markets of
mutual interest, identifying

► Partners and
collaborators
Liza Robbins, Morison
KSi CEO, and Helen
Brand, ACCA chief
executive

opportunities to speak at events
that are mutually beneficial, and
sharing information.
‘We’re delighted to
sign this memorandum of
understanding,’ said ACCA
chief executive Helen Brand.
‘Morison KSi’s global footprint
echoes ACCA’s, and as the

seventh largest accountancy
association in the world,
Morison KSi is a fantastic
partner for ACCA.
‘We share a commitment
to public value and to raising
standards in mature and
developing economies.
‘Our MoU will achieve this

through collaboration and
partnering in a number of
ways, including joint research,
enabling cross-regional
business development and
introducing new firms to the
Morison KSi association through
our global network of public
practices.’ ■

Call for SME research

AFA offers SG$20,000 grant for research project into how small businesses in South-East
Asia are developing and how professional accountancy bodies can help them
The ASEAN Federation of
Accountants (AFA) is calling
for proposals for research
into small and mediumsized enterprises (SMEs) in
the South-East Asia region,
and offering a grant of up to
SG$20,000 (US$14,000). ACCA
and strategic partner CA
ANZ (Chartered Accountants
Australia and New Zealand)
are co-sponsoring the research
as associate members of AFA.

The academic-style
research will focus on
establishing the definition and
characteristics of SMEs in the
region, and identifying the role
of professional accountancy
organisations in assisting them.
Andrew Smart, ACCA’s
head of emerging markets
Asia, said: ‘This is an important
project, and we are pleased
to be supporting it. We hope
that key universities, thinktanks

and policy institutes apply to
take this project forward to
offer insights about how SMEs
are developing in the ASEAN
geographic area.’
Proposals should be
submitted no later than 5pm
(Jakarta time), 23 February

2017. The successful proposal
will be announced by 22 May
2017. The term of the award
is eight months, effective
from the agreed research
start date, with the project
expected to be completed by
25 November 2017. ■
For more information:

For details on research proposals, email
afasecretariat@iaiglobal.or.id
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Upcoming events

Start planning your attendance at our regional network events in 2017 now! With nearly
40 networks across the UK, you’re sure to find an event that interests you
England
Ask an expert

16 February, Coventry, £15
Hear the FD of Wasps RFC
on what it takes to run a
successful professional rugby
club. You can ask questions
on the night or tweet in
advance to @ACCA_UK using
#ACCAASK

Tales from the charity
auditor

23 February, Hove, free
First-hand observations from
a charity auditor, including:
common accounting issues
– generally and from an FRS
102/new SORP perspective;
key audit areas; common
internal control matters in
charities, and the risks for
trustees, management and
auditors; how auditors should
engage with your charity; and
how charities can prepare for
audit and minimise fees.

Impact of FRS 102 on
business

Auto-enrolment – bridging the advice gap
ACCA is hosting six roadshows across the
country in February and March, addressing
the key elements of an efficient pension
scheme for you to advise clients on or
implement within your own business. The
roadshows, delivered in partnership with
Smart Pension, will cover:
The real cost of auto-enrolment. The
different financial implications of auto
enrolment for both the adviser and
the employer, including costs from
pension and payroll software providers,
time/cost implications and potential fines
from the Pensions Regulator.
Monetising auto-enrolment for
advisers: how to make it profitable.
A significant advice gap exists for
smaller SMEs. This represents a fantastic
commercial opportunity for advisers that
fully engage in auto enrolment and rely
on highly automated and streamlined
systems, processes and providers.
What does a good auto-enrolment
scheme look like? The different
elements that comprise a good autoenrolment scheme for both the adviser

*

*

*

*

*

*
*
*
*
*
*

Wales

9 March, Hull, free
UK GAAP is now fully under
the guidance of FRS 102. This
presentation will focus on
how its implementation has
changed financial reporting
and how new IFRSs could
affect reporting should they
be adopted within FRS 102.

Digital trends

4 February, Cardiff, free
This event will examine
the cyber-security issues
that finance professionals
need to be aware of, and
the control measures that
can be implemented to
minimise their impact. It
includes a presentation on
HMRC Connect, the software
system HMRC uses to analyse
disparate information and
identify hidden income. ■

Scotland
North Sea oil and gas

15 March, Aberdeen, free
Much political heat has been
generated around the future
of the North Sea oil and
gas industry. This event will
look at: economic modelling
of activity levels to 2050 in
the UK continental shelf at
relatively high and low oil/gas

and the employer, including automation,
ease of use, value for money, quality of
funds and industry accreditation.
Payroll and auto enrolment – a match
made in heaven? Payroll is an essential
element in the auto-enrolment formula.
A look at how payroll data is dealt with,
and how you can make the process
easier to manage.
Re-enrolment – it’s fast approaching,
what to do next? Re-enrolment
represents a challenge but also an
opportunity for advisers. Being clear on
how the process works is essential to
making re-enrolment pay.
Each roadshow runs from 6pm-8.30pm, is
free to attend and provides two CPD units.
Search the CPD Resource Finder on www.
accaglobal.com to find and book the event
most convenient for you:
Birmingham – 8 February
Cobham (west Surrey) – 20 February
Croydon – 23 February
Leeds – 7 March
Cardiff – 21 March
Chester – 28 March.

prices; the price sensitivity of
activity; cost savings and their
effects; and the effects of tax
incentives on exploration and
development activities.

For more information:
Use our CPD Resource Finder to search by postcode for
events close to your home or office. You will find it at
bit.ly/ACCA-CPD1
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Jim Collins, live in London
Tuesday 28 February, 9.30am-1pm,
ExCeL London
Standard rate £495 + VAT
ACCA members rate £375 + VAT
Don’t miss this rare opportunity to see
business strategist Jim Collins in his first live
solo presentation in London.
Collins, whose books include business
classics Built to Last, Good to Great, How
the Mighty Fall and Great by Choice, will
present a powerful half-day seminar on
what it takes to build an enduring company.
In this session, Collins will bring together
more than 25 years of research, asking the
simple question: why do some companies
thrive in uncertainty while others do not?
Collins will take you through the
behaviours and characteristics of
companies and leadership teams that
achieve spectacular results, especially when
direct comparisons – companies operating
in the same fast-moving, unpredictable and
tumultuous environments – do not.
Booking details can be found at:
www.thegrowthfaculty.co.uk/acca
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Help inspiration flourish

Would you be able to mentor an emerging young leader in how to turn their community
vision into reality as part of the work of youth charity Prince’s Trust International?
Building on the success of
the Prince’s Trust in the UK,
youth charity Prince’s Trust
International is looking
for mentors for its global
programme to inspire
young leaders.
Prince’s Trust International
works with governments, notfor-profit organisations and
businesses around the world
to help disadvantaged young
people gain vital skills so they
can move into education,
training or employment.
Every year the trust runs
an international leadership
programme (ILP) for 80
delegates. The mentors work
with these delegates – 25 to
35-year-olds from around the
world who want to develop
leadership skills, are interested
in global issues, and aim
to make a long-lasting and
positive impact on their
local communities.
Mentors support delegates
in preparing and delivering
their action plans so they can
effectively tackle the particular

▼ Striving for change

A group of ILP delegates in
Madaba, Jordan

issue most affecting their local
community. Mentors lead
by example, act as positive
business role models and in
turn challenge themselves
to support young people

from different backgrounds,
developing their own personal
and professional skills.
The ILP delegates first
meet up at a residential
conference held in March

Case study: meeting the climate change challenge
Sharlin Hossain understood the importance of the environment in her own country but
lacked the confidence and global context to crystallise her vision.
Her attendance at the 2015 International Leadership Programme (ILP) gave her the
platform she needed. She found the advice from other delegates and speakers invaluable,
with project visits adding focus and equipping her with the tools to undertake her plan to
raise climate change awareness among female seed producers in rural Bangladesh.
Hossain developed a live toolkit that lets seed farmers learn about climate change impact
relevant to them and climate-resilient practices. Her pilot trained 50 female seed producers,
and she has subsequently scaled up by partnering with the Bangladesh Agricultural Research
Institute (for monitoring and evaluation) and the Multimode Group (training and logistics).
Her toolkit is the first in Bangladesh to educate producers in drought, flood and heatresistant seed production techniques. It is targeted at female producers in rural areas and
offers a way, amid the threat of climate change, to raise productivity, protect livelihoods and
improve food security. It’s a significant innovation with a real impact.
‘My action plan is flourishing,’ Hossain says. ‘Participating in the ILP has given me a
platform to achieve my dream and taught me the skills to lead it.’

in Windsor in the UK for a
period of intensive training.
The conference attracts wellknown leadership trainers
and speakers, and features
skills workshops and visits
to inspirational projects in
action. During this time the
delegates develop an action
plan outlining the work they
will undertake in their local
communities, and they are
tasked with successfully
delivering their project over
the following year. Key to the
success of these goals is the
support of ILP mentors.
If you are a young leader
and would like to give
something back, enhance
your skills and expand your
network through mentoring,
or if you are interested in your
organisation getting involved
with the trust, email ruth.
ruderham@princestrust
international.org. ■
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Inside ACCA
81 Mentoring
Could you help inspire
an emerging leader?

Squaring the circle
ACCA’s corporate culture tool will help to align staff behaviour
with organisational objectives
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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
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Corporate culture
encourages behaviour that
can support or impede
the achievement of
organisational objectives.
The challenge is finding
how to nurture a culture
that will promote behaviour
consistent with the
company’s objectives.
ACCA has launched a
culture-governance tool
to help organisations
assess their culture and
initiate change. It aligns
processes and procedures
that staff experience in their
professional lives with the
goals of the organisation.
The graphic on this page
illustrates an organisation’s
culture: the inner circle
covers corporate leadership,
the middle layer describes
governance lenses, and
the outer circle defines
organisational processes.
The tool assists with action
points and culture change.
It offers examples of the
procedures that typically
reflect corporate culture.
It sets out the alignment

Or
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Risk-taking
and
transparency

Accountability
and trust

*

between the organisation’s
goals and culture.
It helps the alignment
between organisational

*

objectives and procedures
to be reviewed so a healthy
organisational culture can
be maintained. ■
For more information:

*

See bit.ly/ACCA-culture-tool

Closer ties in China
ACCA has formed a strategic partnership with the Shanghai
National Accounting Institute
ACCA announced at the
end of 2016 that it
had signed a strategic
partnership agreement
with the Shanghai National
Accounting Institute.
Helen Brand, chief
executive of ACCA, and Li
Kouqing, president of the
Shanghai National Accounting

Institute, formalised the
partnership at ACCA’s
London office during the
2016 meeting of ACCA’s
International Assembly.
ACCA and the Shanghai
National Accounting
Institute have been working
together for many years,
after a memorandum of

understanding was signed
in 2012.
‘I am excited to formalise
the relationship,’ said Brand.
‘We will continue to work
together on the development
of China’s accountants and
accounting industry, and
cooperate on our various
research initiatives.’ ■
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