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Resolutions and revolutions

As we shuffl e back to work 
after the Christmas break, 
some of us will undoubtedly 
be thinking about change.

According to a recent 
survey, one in four of us is looking for a new job this year. But 
even if you’re not about to go as far as that, it could be worth 
considering The 99 Essential Business Questions, published at 
the end of last year, with its thought-provoking take on what 
could be working better for you and your company. Some of the 
book’s more soul-searching questions include:

* Which organisation do I most admire?

* Why am I proud of the organisation I work for?

* If I received a million pounds to pursue my passion, what 
would I do?

* If I were guaranteed success, what would I attempt?

* How am I doing, and how do I know?

* What no longer works for me?

* How much longer before I can live the life I want to but 
haven’t because of all the things I’ve had to do?

* What decision am I avoiding?

For those at the top of their fi nance department, change 
can be an all-encompassing need. In this month’s interview, 
Tara Ridgeway FCCA, FD of The Ritz, explains the challenge 
of bringing the fi nance function of a seemingly very traditional 
institution into the 21st century. Turn to page 12 to see how she’s 
managed it.

Change has likewise been pretty much the rule for regulation 
and corporate reporting for close on a decade. With regulatory 
changes having reportedly soared by 492% since the 2008 
fi nancial crisis and, as the compliance burden continues to 
grow, so innovative technologies are coming to the fi nance 
department’s assistance. The burgeoning regtech sector is 
providing scalable, cloud-based solutions. The increasing use of 
robotics for routine monitoring and testing may even ultimately 
free companies from the shackles of more traditional, enterprise 
risk management solutions. See page 18 for more insights.

Continuing the theme of ‘out with the old’, we also look at 
whether the UK could stimulate the economy (and continue to 
pay the bills) if it abolished corporation tax. See page 58. 

Jo Malvern, editor, joanna.malvern@accaglobal.com
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▲ Sonic Boom
Virgin founder Richard 
Branson has joined 
forces with US startup 
Boom to run £5,000 
supersonic flights 
between London and 
New York

▲ On the bench
The Sunday Times 
has reported that 
Manchester United 
manager Jose Mourinho 
used offshore companies 
to avoid paying taxes in 
the UK and Spain  

► Sky high
Dublin-based Grafton 
Architects’ vertical 
university campus in 
Peru has won the Royal 
Institute of British 
Architects’ International 
prize (Photo: Iwan Baan)

▲ Frozen out
The Icelandic 
government has 
launched legal action 
against the supermarket 
Iceland, which owns the 
European trademark use 
for the name
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▼ Reaching out
The International 
Federation of 
Accountants has 
written to Pope Francis 
explaining how the 
profession can help him 
fight fraud and corruption

▼ Big spenders
VisitBritain has teamed 
up with Hainan Airlines 
and Alitrip, Alibaba’s 
tourism arm, to increase 
travel to the UK. Chinese 
tourists spend three 
times more than others

▼ Pecking order
Poultry keepers have 
been told to keep their 
birds inside to protect 
them from the H5N8 
bird flu strain, which has 
been recorded in 14 
European countries
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News roundup
This edition’s stories and infographics from across the globe, as well as a look at the 
latest developments and issues affecting the fi nance profession

Royal meeting 
The Prince of Wales has met 
global accountancy leaders 
to discuss action being taken 
to embed sustainability into 
companies’ business models. 
Speaking at The Prince’s 
Accounting for Sustainability 
summit, Prince Charles said: 
‘It is not necessarily a choice 
between making money on 
the one hand and “doing 
the right thing” on the other. 
On the contrary, once it is 
recognised that “business 
as usual” is unsustainable, it 
follows naturally that those 
organisations that start to 
develop resilient business 
models will be the ones 
that succeed.’ 

Chancellor commits 
A £23bn national productivity 
investment fund to help pay 
for improvements to roads and 
digital communications and a 
£2.3bn housing infrastructure 
fund were announced by 
Chancellor Philip Hammond 
in his Autumn Statement. 
Hammond recommitted to 
cutting the corporation tax 
rate to 17% by 2020, with 
the income tax basic rate 
threshold rising to £12,500, 
and the higher rate threshold 
to £50,000, by the end of this 
parliament. The national living 
wage will rise to £7.50 an hour 
in April. Chas Roy-Chowdhury, 
head of tax at ACCA, 
responded: ‘This Autumn 
Statement would have been 
an ideal time for the chancellor 
to consider a further 
corporation tax cut to 15%. In 
an increasingly competitive 
global environment, where 
major players like the US are 
considering hefty corporation 
tax cuts, a further cut would 

have given business a sense of 
security in a changing world, 
and positioned Britain as 
ahead of the curve and truly 
open for business.’ (See also 
the feature on page 58.)

Tightening governance
The government has launched 
a public consultation on how 
best to strengthen corporate 
governance in plcs and large 
private companies, following 
the BHS pensions scandal. The 
green paper asks for views 
on how executive pay should 
be reformed and how worker 
and customer voices can be 
heard in boardrooms. But 
the proposals do not include 
worker directors, as proposed 
by Theresa May before she 
became Prime Minister. Jo 
Iwasaki, head of corporate 
governance at ACCA, 
responded that ‘proposals 
intended to encourage greater 
shareholder activism are to be 
welcomed provided they can 
be introduced in a balanced 
and proportionate way’.

CFOs need empathy
The traditional CFO role 
is evolving, with empathy, 
innovation and measuring 
up against organisational 
purpose seen as just as 
critical as the accounting role, 
according to the latest report 
in EY’s DNA of the CFO series. 
Hanne Jesca Bax, EY EMEIA 
managing partner, markets 
and accounts, explained: ‘As 
fi nance organisations face a 
more connected, globalised 
and heavily scrutinised future, 
tomorrow’s fi nance leaders 
need to think strategically 
about the know-how and 
experiences they will need to 
succeed in the future.’

More women on boards
Women should comprise 
at least a third of FTSE 
350 boards, proposes the 
Hampton-Alexander Review 

of corporate diversity (see also 
the feature on page 62). The 
review also asks the Financial 
Reporting Council to amend 
the Corporate Governance 

Generation Next is highly ambitious

Young fi nance professionals have their eye on a jump 
to a new job within the next two years, and most intend 
one day to set up on their own, according to Generation 
Next, a report based on an ACCA survey of over 18,000 
professionals under the age of 36. Launched in November, 
the report examined the career aspirations of the younger 
generation in fi nance today and found them to be 
aspirational, entrepreneurial and unafraid of going solo. 
The report also reveals that almost 70% of respondents 
are looking to move jobs in the next two years, with 67% 
looking for a promotion.

‘Generation Next is “generation now” when it comes 
to mobility,’ says ACCA chief executive Helen Brand. 
‘There is no doubt that the “job for life” is less prevalent 
within the modern world and employers who don’t deliver 
on their high expectations risk haemorrhaging their best 
talent to competitors. Employers need to ensure career 
planning packages are available, from learning and 
development to talent spotting initiatives.’

See highlights of the survey in AB, October 2016 issue. 
For more information, see accaglobal.com/thefuture.
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Code so that every FTSE 350 
listed company discloses in its 
annual report and accounts 
the executive committee’s 
gender balance. The FRC 
responded that it stands ready 
to revise the code upon the 
government’s completion 
of its corporate governance 
consultation.

Airbnb seeks tax deals
Airbnb is seeking local tax 
agreements with 700 cities 
globally to resolve regulatory 
disputes, its chief executive 
has told the Financial Times. 
Brian Chesky said that Airbnb 
has 200 such agreements in 
place and is negotiating 500 
further arrangements. Airbnb 
has generated hostility in 
many of the 34,000 cities in 
which it operates because of 
its threat to the hotel trade 
and the local taxes collected 
by hotels for municipalities 
and other government bodies.  

Sports Direct scrutinised
The FRC is investigating 
the preparation, approval 
and audit of Sports Direct’s 
fi nancial statements. The 
investigation relates to Sports 
Direct’s logistics contract with 
Barlin Delivery, owned and 
controlled by John Ashley, 
the brother of Sports Direct 
founder Mike Ashley. The 
arrangement was not reported 
as a related party transaction 
in the fi nancial statements in 
the year ending April 2016. 
Sports Direct did not respond 
to a request for comment. Sue 
Almond, head of assurance at 
its auditors Grant Thornton, 
said: ‘The FRC and Grant 
Thornton have a common 
interest in promoting good 
corporate governance and 
reporting standards.’

EY fined $12m 
EY is to pay $11.8m to settle 
US Securities and Exchange 
Commission charges related 
to failed audits of an oil 
services company that 
used deceptive income tax 

accounting to infl ate earnings.  
The audit client, Weatherford, 
has agreed to pay a penalty of 
$140m. The combined amount 
will be returned to investors 
who lost out from the fraud. 
The SEC found that while 
EY placed Weatherford in a 
high-risk category, it failed to 
detect the fraud for more than 
four years. EY consented to 
the order without admitting or 
denying the SEC fi ndings.

Deloitte gets record fine
Deloitte has been fi ned £4m 
and its partner John Clennett 
£150,000 over the audit of 
Aero Inventory. Both were 
also severely reprimanded. 
Deloitte paid an additional 
£2.27m towards costs. Gareth 
Rees QC, executive counsel 
to the FRC, said the size of 
the fi ne, the largest ever 
for misconduct by a fi rm, 
refl ected ‘the seriousness 
of the failure to perform an 
adequate audit of these 
fi nancial statements which 
led to misleading information 
about the profi ts and turnover 

of the company being made 
to the market’.

Investors sue Tesco
At least 125 institutional funds 
are taking legal action against 
Tesco over its admitted 
fi nancial misreporting. Tesco 
announced in October 
2014 that it had previously 
overstated profi ts by £263m. 
Its share value dropped by 
£1bn on the announcement, 
on top of an earlier £2bn fall 
when it fi rst reported concerns 
about its fi nancial statements. 
The action is being fi nanced 
by Bentham Europe, whose 
chief investment offi cer Jeremy 
Marshall said: ‘The mis-
statement of profi ts leading 
to a dramatic collapse in the 
Tesco share price caused 
substantial damage to many 
shareholders who manage 
money for thousands of 
investors.’ Tesco declined to 
comment.

BT Italia asset writedown
BT Italia has reviewed its 
accounting practices, leading 

to an asset writedown of 
£145m, it has announced. The 
company said it had found 
‘inappropriate management 
behaviour’. As a result of 
‘certain historical accounting 
errors’ the company has 
reassessed ‘certain areas of 
management judgement’. 
In a statement the company 
said: ‘The writedown relates 
to balances that have built up 
over a number of years and our 
assessment is that the errors 
have not materially impacted 
the group’s reported earnings 
over the previous two years.’

Rolls-Royce warning
Rolls-Royce has warned 
shareholders that reported 
profi ts can be expected to 
be lower for the next three 
years because of IFRS 15’s 
changes to the revenue 
recognition treatment of 
long-term service contracts. 
The company’s declared 
profi ts last year would have 
been £900m lower had IFRS 
15 been in place. It comes 
into effect in 2018.  »

All around the world

Workers in Angola commute the greatest distance in the course of their working life – 433,124 
miles each, equivalent to 17 round-the-world trips, says a study by Global Positioning 
Specialists. GPS used data on commuting distances and number of days worked from 110 
countries to calculate how many times the average worker could have circumnavigated the 
globe. ‘So many of us spend hours each week travelling, yet our destination is depressingly 
familiar,’ said Lucile Michaut, head of GPS. ‘The fi ndings remind us all that there is more to life 
than the daily grind.’

13.7 US

17.4 Angola

11.7 Hong Kong

6.9 Singapore

10.5 Australia

11.9 Japan

8 UK

Source: GPS

Lifetime commuting distances (in circumnavigations of the globe)
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Druckman joins FRC
Former IIRC chief executive 
Paul Druckman has been 
appointed to the board of the 
Financial Reporting Council 
and chair of its Corporate 
Reporting Council. He was 
previously – between 2003 and 
2007 – an FRC non-executive 
director and chair of its audit 
committee. Druckman is also 
a former chairman of the 
CCAB, the executive board 
of The Prince’s Accounting 
for Sustainability Project (A4S) 
and the sustainability group 
of the Fédération des Experts 
Comptables Européens. He 
remains chairman of The Clear 
Group, an independent UK 
insurance broker. 

NHS finance blow
NHS bodies reported a 
combined defi cit of £1.85bn 
in the 2015/16 year, refl ecting 
a situation that is fi nancially 
‘not sustainable’, warns the 

National Audit Offi ce. ‘With 
more than two-thirds of 
trusts in defi cit in 2015/16 
and an increasing number 
of clinical commissioning 
groups unable to keep their 
spending within budget, we 
repeat our view that fi nancial 
problems are endemic and 
this is not sustainable,’ said 
Amyas Morse, head of the 
National Audit Offi ce. He 
warned that aggressive 
effi ciency targets had made 
the situation worse.

Accountants’ pay rises
Accountants’ salaries are set 
to continue to rise with vacant 
posts diffi cult to fi ll, says Robert 
Half recruitment consultants. 
It predicts that pay will go up 
by 2.9% in the next year. The 
highest average rises in fi nance 
and accounting in 2017 will 
include fi nancial planning and 
analysis, project accountancy 
and fi nancial control.  

Offshore sanctions
Accountants and other tax 
advisers are to be required to 
notify HMRC of clients’ use 
of complex offshore fi nancial 
arrangements. A consultation 
paper published by HMRC 
aims to establish the principles 
behind a new legal obligation. 
Advisers will have to notify 
HMRC of clients using such 
schemes, while the clients 
will have to directly notify 
HMRC. Civil sanctions are to 
be imposed on those failing 
to comply. ‘The measure aims 
to target those arrangements 
that could easily be used 
for tax evasion purposes,’ 
explained HMRC.

UK improves tax ranking
The UK is now ranked 10th 
best in the world as a business-
friendly tax regime. The latest 
edition of the World Bank/
PwC league table sees the 
UK’s position up fi ve places. 
According to the research a 
company that, on average 
worldwide, spends 251 hours 
fi ling its tax returns and pays 
40.6% of its profi ts on tax, 
would take 110 hours to 
prepare its tax returns in the 
UK and pay 30.9% of its profi ts 
in tax.

Spotlight on super rich  
One in three high net worth 
taxpayers is being formally 
investigated by HMRC, the 
National Audit Offi ce has 
revealed. Formal enquiries are 
launched by HMRC where it 
does not understand or agree 
with a taxpayer’s position. 
On average, there are four 
issues being examined by 
HMRC with regard to each 
high net worth taxpayer. A 
specialist unit to consider the 
tax positions of high net worth 
individuals was established 
in 2009; its work is focused 
on 6,500 wealthy people, 
who together pay more than 
£4bn a year in tax. The unit 
has raised £416m through 
compliance work since it was 
established.  

Tax and NI to get closer
The income tax and national 
insurance (NI) systems can 
be aligned more closely 
together, even without full 
merger, according to a 
report from the Offi ce of 
Tax Simplifi cation. The OTS 
proposes a seven stage 
programme of alignment 
that begins with bringing 
together the assessment 
periods for the two taxes 
and basing NI contributions 
on whole payroll costs. The 
report was published prior to 
the retirement of tax director 
John Whiting, who has been 
replaced by the RELX Group 
head of tax, Paul Morton.

EY revenues grow 7%
EY’s UK revenues rose by 
7% in the year ending 1 July 
2016, to £2.15bn. Revenues 

Less taxing tax

A report by PwC and 
the World Bank Group 
ranks Qatar and the 
United Arab Emirates in 
joint fi rst place for ease 
of paying taxes. The 
UK comes in 10th place 
overall, a rise of fi ve 
places over last year.

Top 10 global tax rankings

Qatar, joint with 
United Arab Emirates

Hong Kong

Bahrain

Ireland

Kuwait

Denmark

Singapore

Macedonia

UK

Source: PwC/World Bank

Flores appointed to IASB

Françoise Flores has joined the International Accounting 
Standards Board. She served as CEO of the European 
Financial Reporting Advisory Group and chairman of its 
technical expert group between 2010 and April 2016. 
Since then she has been a partner with Mazars in Paris. 
Flores has over 20 years involvement in fi nancial reporting 
practice and conduct of business, including 10 years as a 
CFO of listed and private companies.
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grew by 12.4% in tax, 5.8% in 
assurance, 6.2% in transaction 
advisory and 12.7% in fi nancial 
services. Distributable 
profi ts to partners rose by 
just 3% because of high 
levels of investment into 
new technologies and two 
digital acquisitions, Seren 
and Integrc. ‘We continue 
to evolve and innovate our 
business – adapting and 
responding to new disruptive 
technologies,’ explained Steve 
Varley, EY’s UK chairman. ‘Our 
data analytics capabilities 
are now a cornerstone of 
how we deliver and drive our 
assurance business.’

Audit rotation slows
Thirty FTSE 100 companies 
changed auditor last year, 
according to Accountancy’s 
latest FTSE 100 Auditors 
Survey. The most recent audit 
changes include Deloitte 
winning the audits of BP from 
EY and Centrica from PwC, 
which also lost the Schroders 
audit to EY and the Standard 
Life audit to KPMG. Other 
recent listed company audit 
appointments include KPMG 
winning the Accesso audit 
from BDO, with BDO winning 
the Game Digital audit from 
Deloitte.  

Audit ‘must evolve’
Audit must innovate and 
adapt to the modern global, 
interconnected and digital 
world, an ACCA/Grant 
Thornton conference in 
Brussels has heard. Maggie 
McGhee, ACCA’s director of 
professional insights, told 
those attending: ‘The audit 
profession is at an important 
crossroads. It can either 
retreat, losing relevance as 
technology takes over, or 
grab hold of opportunities, 
including those offered by 
new digital possibilities 
and new non-traditional 
information. As former 
commissioner Michel Barnier 
used to say: “Status quo is not 
an option.”’ 

Time to consolidate
MHA MacIntyre Hudson has 
made two acquisitions as it 
continues to expand. Grant 
Thornton’s Northampton 
practice has been acquired, 
including 10 staff members 
led by senior manager Steve 
Cosford. MHA MacIntyre 
Hudson has also acquired 
KP Audit, a specialist audit 
provider to the investment 
management sector, 
employing 20 staff in London 
and the Cayman Islands. 
In other signs of industry 
consolidation, Baldwins 
acquired CLB Coopers; in the 
North West, Cowgill Holloway 
merged with Warings Business 
Advisers, while in the South 
East, Shennans and Angell 
Pinder merged to form APS 
Accountancy.

Deloitte in Brexit row
A memo from Deloitte on the 
impact of Brexit has generated 
a political row. The Times 
obtained a leaked copy of 
the memo, which predicted 
that the government would 
need to recruit around 30,000 
additional specialists to handle 
an estimated 500 Brexit-
related projects. Deloitte 
and the government both 
said that the note had not 
been commissioned by the 

government and was intended 
for an internal Deloitte 
audience. Anthony Walters, 
ACCA’s head of policy, 
responded: ‘Government 
should be looking to reach out 
to draw in the experts.’ PwC 
also entered the Brexit debate 
by calling for the creation of 
regional work visas post-Brexit 
to address the need for skills.

‘Gig economy’ on radar
HMRC has established a 
compliance unit to examine 
the impact of the ‘gig 
economy’. The unit will 
examine whether companies 
are forcing workers to declare 
themselves as self-employed 
to avoid minimum pay, national 
insurance and tax obligations. 
The existence of the unit was 
disclosed by HMRC in a letter 
to Frank Field MP, as chair 
of the House of Commons 
Work and Pensions Select 
Committee. His committee 
is investigating the working 
conditions of people engaged 
by delivery company Hermes. 
A recent court ruling held that 
Uber drivers in the UK are 
employees, not self-employed.  
Uber has said it will appeal.

HMRC seeks IT boss
HMRC is recruiting a new head 
of IT transformation at a salary 

of £140,000. Mark Dearnley 
resigned from the role, for 
which his salary was £185,000, 
because he was offered 
more in the private sector. 
HMRC has had a diffi cult 
few months. It decided not 
to renew its contract with 
Concentrix to review tax 
credits entitlements after it 
was found that 90% of appeals 
against its decision to cease 
payments had been upheld. 

Trump plans praised
President Trump’s planned 
major infrastructure spend 
will help boost world growth, 
predicts the OECD. It says 
that ‘assumed easing of fi scal 
policy leading to infrastructure 
investment is expected to lead 
to a welcome strengthening 
of the economy, in line with 
previous calls by the OECD 
for governments to take 
advantage of low interest 
rates’. Secretary-general Angel 
Gurría added: ‘The OECD 
is calling for fi scal policy to 
be used more wisely, with 
spending targeted at areas that 
boost growth, like high-quality 
infrastructure investment, 
innovation, education and 
skills, which also make growth 
more inclusive.’ ■

Paul Gosling, journalist

HMRC complaints shoot up

The number of complaints received by HMRC is higher than it has been since the global fi nancial 
crisis. According to data obtained through a Freedom of Information Act, HMRC has ‘bitten off 
more than it can chew,’ says Saffery Champness.

HMRC handled a total of 81,066 complaints in 2015/16, 7,000 more than a year earlier and 
16,000 more than in 2013/14. Complaints were at their highest in 2008/09, at 83,917.

Year Complaints 
closed

% partially 
and fully 
upheld

Not upheld Partially 
upheld

Fully  
upheld

2013-14 64,314 44.63% 55.37% 12.87% 31.76%

2014-15 73,646 46.17% 53.83% 15.04% 31.13%

2015-16 81,066 50.84% 49.16% 16.89% 33.95%

11

01/2017 Accounting and Business

Roundup | News

UK_Newsroundup.indd   11 14/12/2016   13:57



CV

Puttin’ on the Ritz
As finance director of The Ritz Hotel, Tara Ridgeway FCCA finds many advantages to 
spending her working day in the luxurious surroundings of London’s most iconic hotel 

and month-to-date figures, broken down by room, where the 
key indicator is revenue per available room; by restaurant cover; 
and by average spend. At other times she will go through 
weekly forecasts. ‘The idea is that everyone is aware of where 
the business is.’ Sad news for those who would like to peek at 
the financials for The Ritz London – nothing is publicly available. 

While the rest of British business may worry about 
uncertainties, as finance director 
Ridgeway can take comfort in the 
hotel’s enviable repeat business, 
which protects it to an extent against 
the economic shocks that lesser 
commercial entities may feel. ‘We have 
more repeat business than any other 
hotel chain I’ve worked in. Last year 
was a great year for London, and for 
the hotel.’ A key external factor was 
sterling’s devaluation – although room 
guests can choose which currency 
they pay in. And departing guests are 
always asked – subtly of course – when 
they are likely to return.

As well as her role in the leadership 
team, Ridgeway ensures the smooth 
running of the hotel from a finance » 

T he Ritz in London is one of the world’s great hotels. It 
prides itself on legendary service and being a byword 
for luxury and elegance, and is as iconic a symbol of 

London as Big Ben and Tower Bridge. ‘It is a very special 
brand,’ says Tara Ridgeway, the hotel’s finance director. 
‘I still walk in every day with awe – you can never tire of 
seeing such a wonderful building.’ A stay in a Ritz ‘signature 
suite’ comes with a butler whose job it is to ensure guests’ 
wishes are fulfilled. And we’re not just talking tickets for 
the opera or Wimbledon’s Centre Court; this in the past has 
included a warship and a couple of Lipizzaner horses. 

The Ritz – which in 2016 celebrated its 110th anniversary, 
as well as being awarded its first Michelin star –  is run by 
the general manager, Sal Gowili, who reports to the CEO of 
Ellerman Investments’ hotels division, with the help of a six-
strong leadership team that includes Ridgeway. 

She praises the ‘wealth of knowledge’ of that leadership 
team. ‘We can make the decisions on how best to run the hotel 
for our guests, whereas lots of other hotel chains will have 
restrictions on the signature service offered.’ 

She cites the 2014 investment in an induction kitchen, the 
first of its kind in a hotel in the UK, and new suites – The Green 
Park and The Piccadilly – opened in recent years. While it 
retains its classic Louis XVI style, the subscription TV, unlimited 
wifi and free phone calls to 10 top destinations across the world 
ensure the hotel functions in the 21st century. 

Ridgeway notes how the ownership structure allows for 
ease of decision-making over the direct investment required 
by the hotel. This is in contrast to the 
bureaucratic hurdles faced by some 
hotel chains to secure funding.

The roster of regular meetings 
includes a monthly presentation 
and discussion of the results, and a 
daily 9am meeting to run through 
key events such as guest arrivals and 
departures, and food and beverage 
bookings in the restaurant and 
Palm Court. She says: ‘It helps me 
understand who is in the building, and 
I need to be aware of guest requests, 
such as the need for petty cash for the 
butlers to go and buy extra flowers for 
an arrangement.’

Also at that daily starting point, 
Ridgeway presents the previous day’s 

‘We have 
more repeat 

business here 
than at any 

other hotel chain 
I’ve worked for’

2014 
Finance director, The Ritz London

2011
Finance director, Guoman & Thistle 
Hotels 

2008 
Fitness First, ending up as European financial controller 

2005 
Commercial finance manager, BUPA

2002
Financial controller – projects, Centrica

1999
Became a member of ACCA
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Basics

Tips

Ridgeway has always sought out challenging roles in her 
career, and has always been keen to foster and mentor talent. In 
joining The Ritz she has repeated that pattern. She has brought 
in new members of the finance team, encouraging them to be 
open and communicative with the rest of the business, and has 
developed the reporting and the decision-support analysis. ‘I get 
a great deal of pleasure in developing people. It’s true that you 
are only as good as the people who work for you.’

But that desire to develop runs deeper than just finance 
colleagues. ‘I have also worked on finance training for the 
department heads to improve their commercial acumen and 
ensure they understand their P&Ls.’ Ridgeway has enabled them 
to develop their own budgets for 2017 to drive their departments 
forward from a financial perspective. 

Part of the reporting revamp has included looking again at 
the daily report so that the results are in sharper focus, allowing 
the hotel team to decide where to focus resource and effort. 
‘This is useful from an upselling perspective. We have the levers 
to drive the business in the right direction.’ A cancellation in 
the salon? Never mind, the concierges can be informed so they 
can suggest to guests that there is an opportunity for special 
treatments they may like to try. 

Heading the finance function, Ridgeway has a financial 
controller and a further five members on her team. She likes to 
view the team as efficient, using shared drives for file working 
and working hard to be sustainable through initiatives embracing 
paperless reporting. And she wants the team to think further 
than just finance, encouraging them to be involved in projects, 
for instance, where they can be pushed. 

Founder César Ritz was keen on innovation. He was the first 
hotelier to install the early 20th-century version of central heating, 
and his successors are still embracing the latest technology. 
Ellerman Investments’ operating companies share a finance 
system that enables monthly head-office consolidation. The group 
– including The Ritz – went live with a new package, PS Financials, 
on 1 October 2016. To ensure all was going smoothly Ridgeway 
worked over a couple of weekends. ‘While never dull or quiet in 
finance, it has been particularly busy. If you have your processes 
in place it should not be a difficult transition. Fortunately, I have 
implemented finance systems at previous companies so I did know 
what needed to be done. There are always a few teething issues, 
but nothing of any significance.’

Walking the floor
Working in a hotel guarantees there is no such thing as a typical 
day. For Ridgeway the 9am meeting is the only consistent factor. 
Apart from that, work could be establishing the credit worthiness 
of a new client, handling a guest’s query over an upcoming 
function, dealing with suppliers, organising payment runs. And 
perhaps it comes as no surprise that you won’t find Ridgeway in 
her office – at every opportunity she is walking the floor, visiting 
the various departments. ‘It is such a beautiful building, and it is 
always interesting to see what functions are on.’ She is on hand 
to take over photography duties for a guest struggling with 
a selfie. And when we were walking around the corridors, her 

perspective. She joined The Ritz in June 2014. Despite her vast 
experience of hotel groups (see CV box) – at Guoman & Thistle 
Hotels she was responsible for six establishments with finance 
teams in each – before The Ritz she had never worked inside 
a hotel. ‘I did have a base in each but it is very different being 
permanently located in one. Here I’m responsible for running the 
hotel on a day-to-day basis, and being based here means it is 
possible to give an extra level of service to the general manager 
and other team members, and to add value directly.’

3:1
Staff to guest ratio 

136
Bedrooms

400 
Afternoon teas served daily in the Palm Court, for which 
5,000 sandwiches and 1,200 scones are prepared

125  
Number of covers available in the Michelin star restaurant
 

* ‘Have a goal in mind of what you 
want to achieve by when. Mine 
was to be an FD by the age of 
40 [achieved when she was 34] 
and next up is a CFO role by the 
age of 45. That could be working 
for a bigger entity or having a 
wider remit, taking on roles outside finance such as 
IT, purchasing, HR.’

* ‘Never be afraid to ask if you don’t understand 
something. Don’t make up an answer to give 
the impression you know something. Be open 
and honest.’

* ‘Don’t be an introverted member of finance, 
communicate with the rest of the company. Get  
out of your comfort zone.’  

* ‘Be proactive, strive to add value in everything  
you do.’

* ‘Never accept the status quo – if you do, nothing  
will change. Be prepared to respectfully challenge.’ 

* ‘I was taught that if non-financial people don’t 
understand what you are saying to them it is 
because you haven’t explained it properly.’
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is still true today: I love adding value to an organisation, working 
with the management team to see how it can be developed 
commercially as well as operationally.’ She is upfront about her 
personal targets too, which include taking on non-executive 
director roles. And she has an outstanding goal of reaching  
CFO by the age of 45 and managing director or CEO in the 
longer term. 

Although she has encountered no discrimination, 
Ridgeway admits it can be challenging being a woman in 
business. ‘As a woman you do need to be more considered 
in how you react. Industries are generally male-dominated. 
Generally, however, the glass ceiling is coming down.’ 

Among its many claims to fame, The Ritz was the first hotel 
to allow ladies to be unaccompanied. Even the boldest of those 
ladies might have been surprised to see a woman in the top 
finance role. But The Ritz, like any other business, needs the best 
FD it can find, male or female. And in Ridgeway it has one of 
five-star quality. ■

Peter Williams, journalist

eye for detail picked up a scrap of paper that was spoiling an 
otherwise pristine, blue-carpeted corridor.

Ridgeway was interviewed by AB in 2012. Before joining 
The Ritz, she was finance director of Guoman & Thistle hotels, 
with responsibility for six hotels (five four-star, one five-star), six 
direct reports, a financial controller in each establishment and an 
overall finance team of 45. She admits: ‘It was very different from 
here but I decided that if I was ever going to work in one hotel, 
this would be the best one to do so: British, in a great location 
[it is the only hotel on Green Park, and Buckingham Palace is 
down the road]. It is on everyone’s bucket list – everyone wants 
afternoon tea at The Ritz.’ 

Special guests
Hotels, and this hotel in particular, have crept into her blood. 
‘You either love or hate hotels. As a finance professional you 
can work in any industry: the principles, fiscal obligations, the 
reporting are the same. But in hotels you have the guests, which 
bring a fabulous element to daily life. It makes it special.’

Ridgeway does not deny she is driven. ‘I said it in 2012 and it 
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Modern legends
The term ‘unicorn’ has pranced out of fairy tales and into the 
realms of business. So what does a modern-day unicorn look like?

Unicorns are elusive 
creatures, complex 
to defi ne as they 

come in so many different 
forms. But their common 
denominator is that they 
are unlisted startups 
with estimated values in 
excess of US$1bn – often 
fast-growing technology 
businesses. According 
to research outfi t 
GP Bullhound, Europe 
has 47 of them, including 
10 that gained the 
designation in 2016.

So what do they typically 
look like? One of the latest unicorns to emerge is Anaplan. It 
crossed the magic threshold in early 2016 when it raised US$90m, 
valuing the company at US$1.09bn.

Around the same time it became an offi cial unicorn, 
Anaplan also gained a new CFO: Silicon Valley veteran James 
Budge. Anaplan's technology is a planning and performance 
management platform, with more than 140 applications aimed 
at integrating enterprise planning processes. And although the 
company was born in a Yorkshire barn – and still has R&D in 
York – it is now headquartered in San Francisco, nestled next 
to dozens of other tech companies. Budge joined because 
he had become so enamoured with its product. ‘The Anaplan 
technology was the only solution purporting to integrate the 
end-to-end planning process of an organisation, and I received 
loads of great references from many colleagues,’ he says.

Shrugging off the label
Budge is cautious about the unicorn label. ’It was a cool name 
near the end of 2015,’ he says. ‘Then toward the beginning of 
2016, “unicorn” seemed to become synonymous with a grow-at-
any-cost and wasteful spending culture, including some business 
models where profi t was perhaps never likely.’ 

Anaplan’s business model is all about growth. Budge explains: 
‘We are a KPI-driven culture. We are certainly a growth company, 
so several of our KPIs [key performance indicators] centre around 
maintaining our growth profi le, but long-term sustainable growth 
and profi ts also matter to us, so we supplement our short-term 
aspirations and KPIs with development goals and profi t-based 
metrics that will help us build toward our long-term objectives. 

We want to be known as a growth company for many years to 
come. Profi ts matter, but they don’t matter as much as growth.’

And what growth! Anaplan's revenue for 2016 will be over 
US$120m, up from US$71m in 2015, and US$35m in 2014. In 
April 2016, CEO Fred Laluyaux left, and since then Budge has 
also acted as an interim co-president, along with chief revenue 
offi cer Paul Melchiorre, but the change has done little to dent 
the pace of progress. Anaplan has 650 customers, with 85% of 
its revenue coming from Global 2000 businesses. Its customers 
get a platform that enables planning and performance decision-
making in every area of the business.

‘Planning in large enterprises has traditionally been stitched 
together within a maze of cumbersome and poorly thought out 
Excel fi les,’ says Budge. The fi nance department is tasked with 
stitching these together and then trying to mend the maze as 
it breaks when, for example, assumptions change. In contrast, 
Anaplan is an integrated planning approach, which should not 
break and where the plans can be stress-tested against corporate 
objectives throughout the year. The fact that large enterprises 
are using it suggests it works. 

Most valuable unicorns 

Company Valuation  Country
 (US$bn) 

Uber 68 US
Xiaomi 46 China
Didi Chuxing 33.8 China
Airbnb 30 US
Palantir Technologies 20 US
Lu.com 18.5 China
China Internet Plus Holding 18 China
Snapchat 18 US
WeWork 16.9 US
Flipkart 16 India
Spotify 8.5 Sweden
Skype 8.5 US
Zalando 8.1 Germany
Markit Group 6.2 UK
King Digital 5.6 Sweden
Rightmove 5.6 UK

Sources: GP Bullhound, Statista, CB Insights
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Modern legends ‘Our customers remain excited about what 
Michael Gould built from 2006 to 2011, and they 
have shown a desire not only to remain Anaplan 
customers, but to expand their use cases across more 
departments at record rates.’

To drive progress, the company has three linked metrics: 
faster product delivery (faster to market, more code and 
features), which requires greater R&D spend; improved sales 
productivity; and profi table growth. Those three goals spawned 
14 KPIs, with Anaplan’s seven major functional areas producing 
their own key metrics. These included feature/upgrade release 
and system uptime targets, bringing the salesforce up to speed 
more quickly, improved management performance, and so on.

Being pragmatic
As co-president, Budge’s short-term goal is organisational 
alignment around Anaplan's most important goals and KPIs. 
As CFO, he spends considerable time with investors and 
strives for transparency with all stakeholders. ‘I am a big fan of 
transparency. I fi nd it empowering and the result more often than 
not is much improved decision-making and speed. I would rather 
be right 90% of the time and move things along at three times 
the speed than waste time on cycles seeking 100% perfection.’

He is equally clear about the need to produce great 
fi nancials as well as great tech: ‘The ability to demonstrate 
profi ts and produce cash speaks to the long-term viability of any 
organisation.’ Anaplan is cashfl ow-breakeven, which Budge says is 
much more important than P&L-breakeven, which will come later.

There will ultimately be an initial public offering (IPO) –  
Anaplan needs a CEO in place for at least two quarters for that. 
But the company has the revenue, the annual growth and the 
market. Aging business intelligence solutions masquerading as 
planning tools are used all over the world. If Anaplan convinces 
more corporates to switch to its platform, its success would make 
today’s valuation look like small change. ■

Peter Williams, journalist

Riding the unicorn

Gervais Williams, managing director of fund manager 
Miton Group, says that unicorns ‘can be wonderful 
investments and very exciting’. That is because they come 
from nowhere and can be enormous, as they attract a 
signifi cant user base. 

However, Williams – author of the recently published 
book The Retreat of Globalisation – predicts that unicorns, 
along with the rest of the fi nancial market, are heading for 
a period of fl ux. Even now, Williams says that there are far 
more ideas around that could become unicorns than there 
are actual successes. ‘Most fund managers become far too 
excited about the chances of success before it has been 
achieved,’ he says. ‘So valuations move way ahead of the 
reality. And that means the business can be condemned 
to failure.’ 

Technology companies that look like they have all the 
advantages of brand, scale and distribution can quickly 
move from hero to zero. ‘The nature of this sector is very 
spiky. Marvellous on the way up, not quite so marvellous 
on the way down.’

Williams’ caution is not unique: whispers of a tech 
bubble have questioned the headline-grabbing valuations. 
Manish Madhvani, co-founder and managing partner 
of advisory fi rm GP Bullhound, takes a more optimistic 
view – he believes that unicorns are here to stay. Writing 
in the GP Bullhound research report European Unicorns 
2016: Survival of the fi ttest, he says: ‘The conclusion we 
can draw is that there has never been a better time to be 
operating within the European technology market. I fi rmly 
believe that the right ecosystem now exists for one of the 
companies highlighted in this report to push forward and 
reach a US$10bn valuation in the next few years, and over 
time a US$100bn valuation.‘ 

Best places to 
find unicorns

96 US
37 China

8 India
7 UK

4 Germany
3 South Korea

2 Singapore
2 Canada
2 France

2 Israel
2 Sweden

Best places to 
find unicorns
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Regtech to the rescue
In a world of ever increasing regulatory and reporting requirements, new technology 
can help businesses understand and manage their compliance risks better

The Financial Conduct Authority (FCA) has recently stated 
it intends to encourage and support the development and use 
of these innovative technologies. In fact, the financial services 
regulator’s 2016/17 business plan states that regtech will be 
crucial to enabling more efficient and effective regulation and 
compliance. ‘Both the FCA and Prudential Regulation Authority 
emphasise the importance of using tools and systems to identify, 
establish and monitor mandatory controls that should be 
inherent in the future,’ says Gulamhuseinwala.

Regtech vs legacy tech
Regtech solutions aim to help businesses satisfy regulatory 
requirements in a more streamlined and effective way than their 
existing capabilities will allow them to. 

‘The key difference between traditional compliance solutions 
versus the regtech solutions is agility,’ says Lory Kehoe, director 
in Deloitte Ireland’s financial services consulting practice and 
author of RegTech Is The New FinTech report. ‘While traditional 
solutions are robust and designed to deliver on your specified 
and “locked down” requirements, they can be inflexible and may 

Since the global financial crisis struck in 2008, the volume 
of regulatory changes and announcements has increased 
by a staggering 492%, according to The RegTech 

Report from BI Intelligence. 
It is no wonder that companies struggle to keep up. In 

banking alone, one in five executives admits to taking risks with 
sensitive data in order to meet regulatory demands, research 
from data management solutions provider Delphix shows.

The regulatory and reporting burden is going to get heavier 
too. Brexit is likely to trigger changes to existing rules and 
regulations, as well as generate a raft of new ones. It makes for 
fertile ground for the emerging regtech solutions providers.

   Imran Gulamhuseinwala, EY’s global fintech leader and 
author of the report Innovating with RegTech, says: ‘More 
stringent requirements within increasingly dense data landscapes 
and the rapidly evolving fintech sector have led firms, technology 
providers and regulators to focus on new technologies to 
meet regulatory challenges, with the objective to drive down 
costs, yield efficiencies and disrupt the norm of conventional 
regulatory compliance.’
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require development or reconfiguration 
for enhancements or changes. 

‘Also, the traditional incumbent 
vendors’ commercial models are 
typically aligned to multiple module 
purchases, meaning that the full 
benefits of a solution will only be 
realised when using multiple modules 
or bolt-ons of the preferred platform.’

Regtech solutions, on the other 
hand, are cloud-based and scalable, 
can be deployed remotely, and offer 
to solve a specific problem. ‘They 
can elicit clean, accurate, secure 
and timely data that can be sliced, 
diced and scrutinised in whatever 
format the regulator or other 
stakeholders require,’ says Kehoe. 
‘This is a very pertinent technological advancement, especially 
when considering the financial services sector’s heavy reliance 
on legacy-based systems, some dating back to the 1960s. It’s 
estimated that in 2014 banks in Europe spent €55bn on IT. 
However, only €9bn of this was spent on new systems; the balance 
was used to bolt on more systems to the antiquated existing 
technologies and simply keep the old technology going.’

Is the old technology destined to bite the dust, then? 
‘Companies can move away from rigid enterprise risk 
management systems once the adopted regtech solutions are 
stable,’ Gulamhuseinwala says. 

Tools and benefits
Regtech automates regulatory compliance – for example, 
through the use of robotics to perform routine monitoring and 
testing, thereby driving down compliance costs.

‘In a process like customer onboarding where costs have risen 
significantly, the application of regtech can identify and augment 
critical data through the use of advanced analytics,’ says John 
Harvie, director at global risk and compliance consultancy 
Protiviti. ‘It can remove manual checking and reduce the need for 
the application of human judgment.’

 Regtech can also enable the capture of compliance 
breaches. Harvie says: ‘In advice-based investment, for example, 
advice is often recorded and physically reviewed by first and 
second-line oversight functions, which is a time-consuming and 
very imperfect process that can only capture a small sample 
of compliance breaches. However, there’s a regtech solution 
that records and analyses the conversation in near real-time, 
automatically identifying breaches.’

Regtech solutions are also gradually being deployed across 
the industry to help prevent fraud. EY’s 2016 global fraud survey 
found that since employees are reluctant to raise concerns, 
company data can act as the key to identifying instances of 
potential misconduct. Yet currently only 50% of the fraud survey 
respondents use specialist monitoring software – whether in 
the form of traditional or innovative fraud detection tools – to 

identify fraud risks. Gulamhuseinwala 
says: ‘Current regtech fraud 
prevention solutions can identify 
gaps, issues and trends in financial 
crime, while future solutions will be 
orientated to behavioural profiling 
and behaviour-driven risks to indicate 
potential misconduct.’

Kehoe admits that regtech is not 
a panacea for all compliance and risk 
challenges, given the importance of 
subjectivity and the numerous other 
factors that must be considered. 
‘However, it works well for heavily 
quant-based obligations, information-
based obligations, risk identification 
and management tools,’ he says. 

In the longer term, regtech is also 
expected to allow seamless submissions to regulators. ‘Future 
regtech platforms will also be used to interpret regulations, 
including upcoming changes, but a key challenge is to first 
build a converged regulatory risk and controls management 
framework,’ adds Gulamhuseinwala.

Adoption
When businesses are considering an investment in regtech, 
Kehoe recommends that they first review their existing 
compliance risks and requirements as well as their existing 
regulatory technology. ‘Don’t discount the capabilities of 
powerful solutions, which have been proven to overcome 
operational challenges,’ he says. They should also have a clear 
understanding of any upcoming regulatory and reporting 
requirements that will impact their business.

Against this background, businesses should then identify areas 
that could benefit from regtech solutions, such as the automation 
of controls or the capture of more meaningful management 
information from big data. ‘Next, they should assess the impact 
of implementing a regtech solution – for example, the impact 
of integration across a number of legacy systems – evaluate 
any cultural and infrastructure challenges, and determine if they 
have skilled resources to test, pilot, deliver and manage change,’ 
Gulamhuseinwala says. ‘They should also discuss their plans to 
embed regtech solutions with the regulator.’

There is also the question of which specific regtech solution 
to choose, bearing in mind this is a rapidly evolving area. ‘The 
world of artificial intelligence and analytics around which much of 
regtech revolves is changing fast, and new architectural models 
are being developed all the time,’ says Harvie. ‘For example, 
there’s now a move away from apps to bots, which will in turn 
interact with other bots to create a new ecosystem. Providers are 
getting much more adept at integration, but organisations need 
to be careful to choose the technology that will work best for 
their business.’ ■

Iwona Tokc-Wilde, journalist

‘The objective 
is to drive down 

costs, yield 
efficiencies and 

disrupt the norm 
of conventional 

regulatory 
compliance’
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The view from
Gregg Thomas FCCA, partner at Blinkhorns and adviser to 
actors and the wider entertainment industry

I grew up on Jersey, where fi nance is 
central to the way of life. My mother 
was an accountant and she taught me 
double-entry bookkeeping aged 14! 
After completing a degree in fi nancial 
economics I decided I would prefer 
accountancy over banking – it felt more 
people-orientated. 

I started studying for my ACCA 
Qualifi cation on Jersey. ACCA seemed 
to offer most fl exibility. You weren’t locked 
into a training contract. Its portability and 
freedom to travel were also attractive. 
I studied via correspondence courses 
with BPP, supplemented by visits to the 
mainland for weekend revision courses.

After moving to the mainland full-time, 
I joined London-based Blinkhorns. 

I wanted to make partner by 35 – in the 
end it was 36. Such a move won’t land in 
your lap – you need to set your sights on 
it to get it. 

My responsibilities include managing 
the fi rm’s IT systems, tax investigation 
service and administrative team. I also 
look after a small portfolio of clients, 
mainly in the entertainment fi eld. Many of 
these authors, actors, producers, sound-
recordists and cameramen are freelance. 

The biggest challenge for me is that 
they are creatively minded. They don’t 
have a fi nance background. They are 
often well educated and smart, but think 
in a different way from me. They don’t 
speak our language. My role is to make 
sure they understand what is going on 
with their tax returns – for example, why it 
might be better to be a sole trader rather 
than a limited company. 

We often provide bespoke packages for 
them. Their agents provide us with up-to-
date information on the client’s activities, 
which allows us to give appropriate and 
timely advice. This can ensure the client is 
paying the right amount of tax.

I share responsibility for overseeing 
the fi rm’s graduate recruitment and 
training programme. We recognised 
that staff starting their careers with us in 
our bookkeeping section and then going 
on to study for professional exams often 
understood our clients and our fi rm’s 
approach better. We now take on two 
graduates a year. It provides us with a 
stream of qualifi ed staff who understand 
the business and can help us grow the 
practice more effectively.

I also serve as treasurer for Focal 
International, the fi lm and video 
archive trade association. It dovetails 
nicely with my responsibilities here. I 
help with budgeting and reporting, as 
well as preparing for audits. I visit one 
day a quarter and across the year donate 
around one day a month. ■

Making partner 
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Snapshot: internal audit 

Until relatively recently, internal 
audit was almost exclusively 
focused on fi nancial controls. 
Today it routinely encompasses a 
wide range of risks, many of which 
are non-fi nancial: cybersecurity, 
artifi cial intelligence and future 
ways of working, and external 
regulatory and legislative issues 
such as slavery. This makes talent 
management a critical task; for 
other professionals, it represents a 
career opportunity.

Our research indicates that 
companies want broader insights 
from their internal auditors. The 
Institute of Internal Auditors 
identifi es attributes such as 
partnering, communication, 
diversity and teamwork as key to 
delivering a 21st-century service. 
As the world changes ever more 
quickly and boards face a range of 
disruptive factors, issues such as 
operational and IT risks are moving 
up the internal audit agenda

Internal auditors looking to 
expand their skillsets and broaden 
their career horizons should 
embrace what formal training is 
available and explore secondment 
opportunities where they can gain 
valuable experience.

Professionals outside internal 
audit looking to branch out in their 
careers might consider exploring 
it. Internal audit is changing and 
presenting opportunities of interest 
to practitioners.

Katie Clinton is head of internal 
audit at KPMG UK
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The gig is up
The gig economy has changed the way we travel, eat and shop, but it also represents a 
big opportunity for those considering taking the leap into freelance financial consulting

A recent study estimates that there 
are now around five million Uber 
drivers, Deliveroo couriers, TaskRabbit 
handymen and women, and other on-
demand workers in the UK. 

As well as these side-giggers and 
contractors, there is a higher-paid and 
growing layer of freelancing financial 
consultants. According to the Association 
of Independent Professionals and the 
Self-Employed (IPSE), the number of 
professional independent workers has risen 
by 36% since the global financial crisis of 
2008-9, and 11.8% of the total workforce in 
the business, finance and related category 
are now freelance. They often hail from 
large management consultancies and 
professional services firms.

‘More and more consultants are 
dissatisfied with the lifestyle that working 
for the big firms offers, so they make the 
choice to leave and to be able to freely 
decide what projects they work on and 
when,’ says Daniel Callaghan, CEO at 
Talmix, an online platform that matches 
freelance financial consultants up with 
projects and assignments.

According to a survey of independent 
management consultants by consultancy 
Eden McCallum, the main drivers for 
leaving ‘the firm’ are independence from 
rules and bureaucracy (89%), greater 
variety of work (74%), freedom to take 
holiday and time off for important non-
work activities (73%), and being able to 
choose how hard to work (71%).

Oliver Rigby, who left his Big Four 
accountancy job in London five years 
ago, works as a part-time FD for a 
number of clients in and around Bristol. 
He says: ‘I did not enjoy my job. I was 
getting increasingly frustrated with the 
bureaucracy and procedures required to 
make a firm like that work. I also wanted 
to be more entrepreneurial and have 
some time to do other things.’ 

Most of Rigby’s contracts are for a fixed 
number of days a month, and he admits 
they do not ‘completely’ fill his time. ‘This 
means that I have time for more creative 
pursuits. I’ve written and published two 
best-selling children’s books and have 

also set up a children’s entertainment 
business. Had I still been working for a 
big corporate, there’s no way I could have 
done these things,’ he says.

Jonny Levay, a corporate finance 
consultant from Aberdeen, made the leap 
into freelancing four years ago, having 
previously worked in investment banking. 
He also wanted more opportunity and 
flexibility to enjoy his downtime. ‘Longer 
hours were the norm in my previous roles, 
and I felt the stress and tiredness that 
often came with it didn’t produce enough 
tangible results, output or client benefit,’ 
he says, but adds: ‘The nature of the work 
means I’ve not escaped longer hours 
completely, but at least now I’m working 
for myself I get more sense of achievement 
and appreciation for my efforts.’

Corporate skills demand
Tempted to jump corporate ship? It 
seems there is no time like the present. 
In a survey for IPSE, three in five business 
leaders have admitted that it would now 
be difficult for their businesses to operate 
without freelancers. The demand for 
independent consultants is expected to 
rise, too. Deloitte’s 2016 study of global 
human capital trends shows that 51% of 
organisations around the world plan to 
increase their use of external talent in the 
next three to five years.

Among the Big Four, PwC has been 
the first to use ‘gig economy’ consultants 
to staff client projects, although for now 

only in the US. When it launched its Talent 
Exchange portal in 2015, PwC estimated 
that freelancers would eventually make up 
10% of its US consulting workforce.

And it is not just bigger firms that are 
taking advantage of the trend. Oliver 
Colling, partner at North Yorkshire’s 
financial advisory firm Morley Colling 
Associates, works with trusted freelance 
‘associates’ sourced through personal 
networks. He says: ‘All of them have at 
least 10 years’ experience and come with 
skills and expertise relevant to a particular 
client or project, be that sector expertise 
or technical ability such as financial 
modelling or taxation. Our clients prefer 
someone like that to a more generic 
consultant, as there’s no steep learning 
curve involved. We also use associates to 
augment our staffing when we win larger 
and more complex assignments.’

A freelancer’s lifestyle may be very 
appealing, but the decision to go 
independent should not be taken lightly. 

Financial planning experts often 
warn against leaving the security of 
employment without having enough 
savings to cover at least three to six 
months of living expenses. The exact 
amount that you need is highly personal: 
if you have children or a mortgage, your 
risk profile is going to be even higher, so 
you should plan accordingly.

Look before you leap
‘Ideally, you also look for a soft landing, 
which means you don’t jump until you 
have a client that can pay some or all of 
the bills,’ says Rigby. He adds: ‘You can 
find that first client while still in a full-time 
role by sounding out friends, family and 
potentially [your existing employer’s] 
clients, although you need to be careful 
of non-compete clauses in your contract.’ 
Rigby says that landing his first freelancing 
role also gave him confidence that his 
skills were in demand outside of the 
corporate world and brand. 

Levay says he was fortunate when he 
started freelancing. He was able to take 
advantage of existing relationships where 
his former employers’ clients needed 

‘Look for a soft 
landing, which 

means you don’t 
jump until you 

have a client that 
can pay some or 

all of the bills’
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additional support. ‘It wasn’t always 
possible or cost-effective for larger firms 
to take these projects on,’ he explains.

Rigby and Levay agree that maintaining 
a pipeline of new clients and projects 
is the main challenge. ‘You sometimes 
miss the comfort and safety of a salary,’ 
Rigby admits. Income unpredictability and 
the lack of financial security cause many 
freelancers sleepless nights. Eight out of 
10 independent consultants in the Eden 
McCallum survey say they do billable work 
for less than nine months of the year.

Levay, who uses Talmix to find some 
of his assignments, says the key to 
overcoming this issue is to continually 
emphasise to prospective clients and to 
a wider professional network the benefits 
of using an independent consultant. ‘I 
find that as time goes on more people are 
becoming receptive to the idea of using 
freelance professionals across a variety of 
specialisms and projects,’ he says.

For freelancers, unflagging networking 
is essential if they want to build a 
successful personal brand. Rigby explains: 

‘Every single one of my contacts or clients 
has been introduced to me by someone 
I’ve just that minute spoken to. You are at 
the front of their mind and if something 
hits their desk, they’ll pass it on. This 
doesn’t mean you should call everyone 
you know every day, but do stay in touch. 
People rarely “buy” from someone 
who doesn’t come recommended, so 
your contacts and clients are your best 
marketing tools.’ ■

Iwona Tokc-Wilde, journalist
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Tomorrow’s partners
The expectations of today’s employees – and potential senior partners – are changing,  
so it is time to think differently about succession planning, says Derek Smith

Although there is now greater pressure 
on firms to diversify and become more 
commercially minded, succession 
continues to be a major challenge 
for many. The demographics show an 
ageing partner base and a real need 
to fund exit routes, but currently 
there does not seem to be a ready 
stream of candidates who wish to buy 
into the business. 

The current generation of younger 
professionals frequently place reward 
before risk, and this and lifestyle 
considerations seem to dominate 
individual thinking. However, as the 
average age of current partners hovers 
around 50, where do independent firms 
go to find the partners of the future? Why 
do the current generation show such 
reluctance to follow in the footsteps of 
their current practice leaders? What are 
the attributes required to suit the needs 
of the practice going forward? Should you 
replace like-for-like or go with something 
different? Is a merger or sale a solution?

As the future of any practice is entirely 
dependent on the skills and aspirations 
of the people who are running that 
business, and strong, expert leadership 
is vital to success, finding answers to 
these questions is key. The longer-term 
planning for the practice must look at 
which services and skills are needed 
in future.

Engage with career planning
The process for developing future 
partners should start relatively early in 
the careers of those identified as having 
potential. This could be through the firm’s 
performance review and appraisal system, 
as well as by defining the recruitment 
strategy for professional staff, looking 
further than immediate requirements and 
seeking to identify future stars right from 
the beginning.

Those responsible for the continued 
success of the business will require 
leadership training and induction 
processes to ensure the success of the 
transition. The aim must be to prevent 
a repetition of the past, when many 

new partners faced a steep and difficult 
learning curve that failed to benefit the 
firm or its clients. A partner development 
programme would help to identify those 
who are unsuitable and encourage 
those with potential by concentrating 
on developing the right attitudes, as 
well as the wider range of skills that will 
be needed. Successful firms are led 
by individuals whose focus is the best 
interests of the business rather than 
the individual, and new entrants to the 
partnership team need strong emotional 
intelligence and to understand the 
demands of leadership. They will need 
to be: 

* commercial

* focused on client service

* able to build relationships 

* capable of problem-solving and 
identifying solutions 

* effective communicators

* team players.
A properly structured partner 
development process will cover all these 
aspects together with the necessary 
management and leadership skills, and 
also help to identify those who perhaps 
have the desire, but not the aptitude, 
for leadership; or those who discover 
that the role is not quite what they had 
envisaged and decide that their career 
needs to take a different path. One 
of the major reasons that firms lose 
good-quality people is a failure to show 
commitment to developing the careers of 

these employees. Providing a career plan 
and the training and encouragement for 
employees to progress will help the firm 
become an attractive proposition to the 
very type of people they need in order to 
grow the business.

It is also important for the current 
leadership to ensure that they act as good 
role models and vocalise the benefits that 
they have experienced working in the 
profession – sadly all too often the current 
partners spend more time bemoaning 
their lot than celebrating it.

Thinking differently
While in the past it has been tempting to 
seek to clone an outgoing partner, this 
is almost certainly no longer the right 
approach. Individual aspirations and 
businesses need change. There are now 
different business structures available 
(incorporated entities, LLPs and so on) to 
accommodate these potential changes. 
These structures allow equity partners 
to organise their affairs and create value 
in their holdings that can be realised on 
their retirement.

This has put a new perspective on 
how the firm’s ownership can be dealt 
with and recognises that, just as with 
their owner-managed business clients, 
ownership has value. The ability to buy 
and sell equity allows partners to join or 
leave in midstream, producing greater 
flexibility to obtain the skillsets needed 
for the development of the firm and its 
services. Interestingly, there are some top 
30 practices that have an internal share 
valuation review on a regular basis to 
facilitate necessary changes. 

Given that processing work is truly 
enhanced by the considered use of 
IT, and technical issues can be more 
complex and require special skills, 
adopting a mix of equity and fixed 
share or salaried partners is one way 
of sharing responsibility. Put simply, 
the risk-taking equity partners would 
maintain relationships, generate new 
business, develop new services, run the 
business and share the major rewards. 
The technical compliance qualities and 
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organisation would be provided by the 
salaried partners/directors. 

Internal arrangements are all very 
well, but for many small firms the choice 
of recruiting and training a successor is 
not an option. In such cases the answer 
may be merger or sale – the former to 
find a good home for clients and ongoing 
stability; and in both situations to provide 
succession and realise capital. 

M&A is a major step that requires a 

clear vision and proper due diligence 
on the parties. This is no different in 
principle from recruiting a successor into 
the firm who has the necessary attributes, 
personality, drive and commitment and 
who fits in with the other partners. 

In today’s competitive environment, 
new partners in a practice must make 
an early contribution to the business. 
Whether they are promoted from within 
or recruited externally, they must have 

a clear view of their role. Currently too 
many new partners are forced into a 
steep and difficult learning curve that 
fails to adequately benefit the firm, its 
staff or its clients. A well planned partner 
development process will ensure that the 
transition into an instantly productive new 
role is seamless. ■

Derek Smith is a senior consultant at 
Foulger Underwood Associates
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The Trump effect
There will be winners and losers under the Trump presidency. But, says Peter Williams, 
we should heed Warren Buffett’s advice and take the long view

Before the presidential election in 
November, Pew Research found 
that 74% of US workers thought the 
presidential campaign had not focused 
on helping workers obtain the skills 
to get a well-paid job. Donald Trump 
scored 30% when voters were asked 
whether he would do an excellent or 
good job in upskilling Americans. Those 
in work don’t have confidence in any 
politician to prepare the US workforce 
to compete in the global economy.

This comes at a time when American 
workers believe they need good 
education, continuous training and 
experience to survive in the job market. 
But unlike their new president who, in 
the election, majored on cross-border 
business links, American workers put 
global trade at the bottom of their 

concerns in the election, scoring just 16%. 
Above trade came rising prices, income 
inequality, tax reform and finally their 
job situation, which tied with the budget 
deficit as top concern. Even if Trump 
upends global trade and renegotiates 
agreements such as Nafta and TPP, 
while some could lose livelihoods, most 
American workers would be unmoved 
in any way. And indeed in an economy 
as big as the US, even with high trade 
barriers in situ, the price of goods would 
only move up a few cents. 

Another Trump electoral promise was 
to crack down on immigration, although 
whether that extends to curtailing or 
abolishing foreign workers coming into 
the US on H-1B visas is unclear. But 
Silicon Valley is now facing the prospect 
of cliff-edge skill shortages, while workers 

from Canada and Mexico who owe their 
employment rights to a clause in Nafta 
could find themselves looking to take their 
skills and their lives back home or to some 
other economy with an open-door policy. 

If workers are wondering ‘what 
next?’, so are corporate bosses. Winning 
sectors under a Trump presidency are: 
pharmaceuticals – Democratic loser Hillary 
Clinton promised to get tough on drugs 
prices; infrastructure – Trump is to put up 
$500bn to improve the US transport and 
utility system – so mining and steel should 
be quids in; defence – especially if Nato 
members put their hands in their pockets 
at the US president’s insistence; even 
retailers and restaurants if tax cuts put 
more US dollars consumers’ way. 

Corporate losers could include 
healthcare as the Affordable Care Act is 
ripped up; global freight if trade barriers 
get erected; and carmakers, who may have 
to rethink their business model if imports 
from low-cost areas are frowned upon. 

A definite loser is the green sector and 
clean technology – unlikely to prosper 
if the government rips up global green 
deals; still, good news for coal, gas and oil.  

There are two real ‘who knows?’ 
categories: technology and financial 
services. Silicon Valley could be forced to 
lose some of its foreign workers, at the 
same time that it says hello to some of the 
cash billions it has squirrelled offshore, 
which Trump now wants to see brought 
home with a special one-off 10% charge, 
not the usual 35% – maybe promoting 
another little dotcom boom. Which sounds 
like good news for Wall Street, especially 
as regulation such as Dodd-Frank could 
go. On the other hand, Trump talks about 
blocking mergers, which would not make 
the investment banks happy.  

Maybe in the end when it comes to 
trade and commerce, apart from setting 
the mood music, politicians – even 
presidents – have only a marginal long-
lasting effect. Billionaire investor Warren 
Buffett said that whether Clinton or Trump 
were president, the stock market would 
be higher in 10, 20, 30 years’ time. All you 
need to do is take the long view. ■

Peter Williams is an 
accountant and journalist
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New year, more cheer
Despite a tumultuous 2016, there’s a lot to look forward to, particularly for a profession 
in the ascendancy, says ACCA president Brian McEnery 

Finding the words to sum up 2016 
in one sentence is challenging. It’s 
been a huge, tumultuous year; one of 
economic, political and social change. 
As I look back on the past 12 months, 
however, it’s not all doom and gloom 
and world events of epic proportions. 
It has also marked the beginning of 
my year of ACCA presidency and in 
my short three months so far, I am 
already assured that there is much to 
be excited about and a positive future 
ahead for our industry.

One of the many opportunities that 
this role has allowed me is to really 
engage with those of you whom I 
represent, meeting ACCA representatives, 
members and students all around the 
world. The Council may be one small 
group, but we try to represent the 
views and needs of a 500,000-strong 
international community of professional 
accountants and students.

Against a backdrop of global turmoil, 
it is so heartening to observe the 
optimism, passion and commitment to 
furthering the accounting profession that 
is evident among the ACCA community. 
So many of you harbour a real love for the 
accounting profession, and you have been 
providing us with your unique insights and 
suggestions to help us shape its future.

This has been evident through the 
unprecedented member contributions that 
we have seen to ACCA research reports 
throughout 2016. We have explored 

issues from the broad-brush future of the 
profession to the ins and outs of robotics 
and automation. And we’ve been able to 
incorporate the thoughts and attitudes of 
ACCA members and affiliates of all ages, 
from over 170 countries.

I was particularly interested in the views 
of Generation Next – the up-and-coming 
(36 and under) generation of accountants 
and finance professionals. Almost 20,000 
of this group provided responses to 
our survey, and were in overwhelming 
agreement about the value of a finance 
career: 85% see finance experience as a 
valued platform for future leaders.

This generation of ACCA-qualified 
professionals will be redefining the role of 
the professional accountant in a rapidly 
changing global business landscape. 
They have leadership aspirations and 

entrepreneurial drive. More than 80% 
would consider starting their own business 
in the future, with another 80% keen to 
pursue a role in a different country or 
region. And they welcome the advent of 
technology and automation, which frees 
up professional accountants to provide a 
higher level of strategic counsel.

In short, Generation Next are finding 
much to be excited about, and so am I. I 
can’t predict what’s in store for the world 
in the future, but I do believe that our 
forward-thinking next generation of ACCA 
members are well prepared. 

Happy New Year! ■

The next 
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For more information:

See the Generation Next report at 
accaglobal.com/thefuture
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Future gazing

Listen to Robert 
Bruce’s podcast 
about what’s in store 
for the profession in 
2017 at accaglobal.
com/ab/podcasts  

Implausibly does it
Dull and dorky is the unshakeable image of the accountant, with the few popular 
depictions presenting either the full cliché or equally absurd contrary, says Robert Bruce

Back in the early 1970s two young 
advertising copywriters did what all 
advertising folk tend to do. They looked 
up at the ceiling and hoped an idea 
would drift down. Suddenly light bulbs 
exploded into life over their heads; their 
eureka moment had arrived. 

The advertising campaign aimed 
to boost the sales of Smirnoff, then a 
relatively unknown brand of vodka. Exotic 
posters depicting a louche-looking 
petticoated woman in a hayloft carried 
the slogan: ‘I was the mainstay of the 
public library until I discovered Smirnoff…’ 
A caravan of camels trekking across the 
desert at sunset carried the line: ‘I used 
to take the caravan to Southend until I 
discovered Smirnoff…’ But the one that 
had the greatest success and has carried 
lasting resonance down the years showed 

a dapper chap adopting the style of the 
sexiest star of the time, Warren Beatty. 
He was wearing a sharp pinstripe suit, 
leaning nonchalantly against a lamppost, 
his Panama hat strategically dipped below 
one eye, cheroot held to his lips. And the 
caption read: ‘Accountancy was my life 
until I discovered Smirnoff…’. 

The image unexpectedly revolutionised 
the dreams and ambitions 
of young accountants. 
These were the boom 
years of accountancy 
recruitment. The median 
age had plummeted to the 
high 20s off the back of the 
demographic change of 
the post-war baby boom. 
And here were all these 
bright, ambitious and lively 

young accountants feeling themselves 
trapped with the image of the dull interior 
of an audit room. They now knew which 
image to choose. 

Sales of prints of the Smirnoff posters 
were staggering. No flat or office 
containing a young accountant was 
without one. Even now they crop up on 
the desks and walls of distinguished senior 
folk who still have a lingering belief that, 
well, they could have been Warren Beatty. 
The campaign itself was surprisingly short-
lived, though. In 1975 the Advertising 
Standards Authority decreed that alcohol 
advertising could not target the young or 
‘claim or suggest that drink can contribute 
to sexual success’. But that never stopped 
the accountants from dreaming.

Image problems
It seems to be a cultural impasse: cinema 
and television screens, bookshops and 
theatres teem with blockbuster hits about 
doctors and lawyers, but there are none, 
or almost none, about accountants. 
And when, late last year, a Hollywood 
epic called The Accountant, starring the 
box-office catnip of Ben Affleck, did hit 
the screens, it too was pretty ambivalent 
about the image of accountants (see also 
page 79). 

The Affleck character is indeed an 
accountant, a CPA in middle America. 
He has a small-town office. And there is a 
scene of him advising an elderly farming 
couple on how to transform their tax 
affairs. But that is about as far as it goes. 
Even in his professional role he is a loner. 
The character is autistic. He is brought 
up by a father who, unable to accept the 
stigma of autism, teaches him to keep it 

at bay through a brutal 
martial arts regime. The 
result is an accountant 
who has a savant’s ability 
to deal with column after 
column of figures, but 
who also acts as a hitman 
for international money-
launderers. 

There is one scene 
where, through day 

Robert Bruce is an 
accountancy commentator 

and journalist
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▲ Where the numbers stacked up
Clockwise from left: Gene Wilder’s theatre-flop tax wheeze drove the 
plot of The Producers, Charles Grodin played a mob accountant in 
Midnight Run, Tim Robbins did the warden’s books in The Shawshank 
Redemption, while Cher was an accountant in Moonstruck

and night, he scribbles figures across 
whiteboards and the glass of the office 
windows to track down the flaw in the 
accounts. But most scenes are of him 
gunning down more people than you could 
fit on any audit spreadsheet. Hardly your 
usual accountant – a point the law officers 
trying to identify who he is recognise when 
they remark that Deloitte & Touche is not 
where they are going to find their guy. 

And that is why most depictions of 
the lives of accountants don’t work. In 
an effort to make them interesting in the 
popular mind, they are made outlandish, 
which means, of course, that they are no 
longer accountants. The best novel about 
accountants and what they do remains 
The Bank Audit by Bruce Marshall, one 
of the most popular novelists of the 
middle of the last century and himself a 
qualified accountant. It depicts culture 
clashes between international and local 
accountancy firms in Paris as they struggle 
to reveal a bank fraud. Marshall put a 
quote from Dostoevsky at the outset of 
the book: ‘Lack of originality has from time 
immemorial been regarded throughout 
the world as the chief characteristic and 
the best recommendation of a sensible, 
businesslike and practical man…’ 

And this is the image that the average 
author, dramatist or screenwriter comes 
up against when they try to fashion an 
accountant character. Popular culture 
says accountants are dull. In America they 
are referred to as beancounters. People 
do like to hold onto their stereotypes. 
Doctors and nurses battle daily to mend 
and save lives. Lawyers battle over truth 
in the courtroom. Accountants and their 
work are invisible by comparison. 

There is probably no way of lifting it out 
of the minds of the public and the writers 
who put it there. Accountants do important 

and useful things. But they are inevitably 
off most people’s radar, which is not to 
say that the work is not important, but 
it’s not going to leap off the page or the 
screen. The end of The Accountant shows 
our savant hero driving along the highway 
to pastures new in his motorhome. The 
clear implication is that this is the start 
of what Hollywood calls a franchise. 
The Accountant II – The Beancounters’ 
Revenge can be only a short thunderous 
mass of gunfire away. It is time, once again, 
for accountants to lean up against that 
lamppost, dip the Panama, and dream. ■

Who’d have thought? A row of leaky pens!

The woman who is Ben Affleck’s fairly tepid love interest in the film The 
Accountant tries to befriend him by saying that her father used to say that 
accountants were ‘dorky’ and had plastic inserts in the top pockets of their 
(always) white shirts to protect them from their row of potentially leaky pens. 
Affleck says nothing. He then draws back his jacket to reveal, yes, the row of pens 
and the protective plastic insert. Their conversation ceases. This is a longstanding 
trope of accountants in America. 

Back in the 1940s, on the mean streets of Los Angeles, the author Raymond 
Chandler describes an accountant character with exactly the same identifier. ‘He 
was a CPA and looked it every inch. He even had ink on his fingers and there were 
four pencils in the pocket of his open vest.’ That, for a lifetime, has been the cliché.
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Weasel profits
Jane Fuller cheers on the standard-setter taking aim at the proliferation of profit 
definitions that is such a boon for managements eager to spin the financials

Nine years on from the financial 
crisis, which diverted the attention 
of accounting standard-setters to the 
balance sheets of banks, the good old 
income statement is at last getting 
some attention.

The International Accounting 
Standards Board (IASB) has embarked on 
a project called ‘Better communication 
in primary financial statements’, and 
– hooray – the definition of profits (or 
losses) is at the heart of it. 

Evidence of the problem is ubiquitous. 
Some companies break down operating 
expenses, others do not, so even the key 
operating profit number – used for margin 
and interest cover calculations – is neither 
defined nor comparable. 

Then there are the ‘adjustments’. The 
one generalisation that can be made is 
that costs and losses are far more likely to 
be counted out than profits/gains. Beyond 
that, even peer companies make different 
decisions about whether to count in 
such costs as amortisation of intangibles, 
restructuring and litigation. To make sense 
of this for forecasting purposes and to 
compare companies, financial analysts 
and data aggregators have to make their 
own adjustments.

So the IASB has at last grasped the 
nettle and is considering requiring and 
defining certain profit subtotals. At the 
same time, it is not likely to ban other 
numbers, so managements can still slot 
their view of what is important between 
the standardised lines. But highlighting 
the more idiosyncratic approaches should 
discourage them, as well as provide an 
antidote to adjusted numbers being used 
for bonus purposes.

The task is not easy. Operating profit is 
not the same as earnings before interest 
and tax (EBIT), which includes non-
operating income and expense. But I am 
not so sure about standardising recurring 
operating profit. This is one of the options 
the IASB is exploring as it listens to the 
siren voice of current practice. 

The search for recurring, sustainable, 
core or underlying profits is not just a 
management game but one that analysts 

play as they seek a baseline for forecasts. 
The models work better if the inputs are 
not volatile – life would be so much easier 
in a smooth, predictable world. But that 
is not economic reality and most business 
profits do not look like annuities. 

It is important that this accounting 
exercise restores discipline. Costs that 
some companies count out, such as share-
based payments to employees, are clearly 
operating costs (workers would want 
more pay in their absence). And despite 
the inconvenient lumpiness, the same 
applies to restructuring, compensation 
payments and fines, which, after all, are 
cash outflows. 

There is a more principled basis for 
excluding impairments of asset values. 
These are balance sheet adjustments 
that typically catch up with historic 

overpayment or a long-term deterioration 
in market position. Many companies 
extend the argument about changes in 
paper values to the regular amortisation 
of intangibles. But, like property that is 
depreciated, this indicates the wearing 
out of an asset over a finite life. So an 
accruals-based proxy for its replacement 
looks like a regular business cost.

This just scratches the surface of the 
arguments that will be had during this 
project, and no one believes that one 
magic number will pop out to encapsulate 
performance. But the proliferation of 
profit definitions, often for dubious 
reasons, needs to be tackled. 

So good luck to the IASB. Any 
reader of this article with strong view on 
the subject should make a New Year’s 
resolution to get stuck into the debate. ■

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

and Assurance Council of the 
Financial Reporting Council
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Playing catch-up
How are CFOs across the globe transforming fi nancial reports to 
keep up with a fast-changing reporting environment?

IT and regulatory impacts

An EY survey of 1,000 fi nance leaders 
around the world revealed that many 
reporting teams are not set up to 
meet stakeholders’ needs for real-time 
information, delivered at speed and 
error-free. Upgrading IT and fi nancial 
data analytics tools is the top priority in 
corporate reporting for fi nance leaders.

Legacy IT slams 
on the brakes
According to the survey, 
the biggest brake 
on operating model 
change is legacy IT (50% 
of respondents). The 
issues listed below are 
also seen as leading 
priorities for CFOs as far 
as corporate reporting 
is concerned.

CFOs are willing to explore other arrangements 
for reporting tasks, particularly outsourcing (67%).

63% Managed services
61% Captive shared services centres – onshore 

or near-shore
58% Centralised centres of excellence
58% Captive shared services centres – offshore

Technology change is regarded as the biggest challenge in the external reporting 
environment, and the reporting operating model is also widely seen as ripe for redesign.

For more information:

Download the EY report 
How can reporting 

catch up with an 
accelerating world?
at bit.ly/EY-catchup

Operational overhaul

Ripe for redesign

What do you expect to see more of in the 
next two years?

Regional perceptions of the need to transform the reporting operating model

say the growing volume 
and pace of big data 
signifi cantly affects 

reporting (2015: 

say regulatory 
complexity 

signifi cantly affects 
reporting (2015: 57%)

33% To drive process 
efficiency and do 
more with less

31% To meet shareholder 
demand for smarter, 
faster information

30% To harness data 
and analytics for 
insights

30% To manage more 
complex regulatory 
demands

67%

41%

To upgrade IT and 
financial data analytics 

tools

42%

70%70%
47%

70%70%70%70%
92%42%

35%

42%

55%
70%

35%
65%

Australia

China

India

Hong Kong

MENA

Poland

Singapore

South
Africa

UK
US

80%

66%

68%
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Tomorrow’s world
As the world becomes more urbanised, many cities are trying to become smarter and 
more sustainable. What will the coming changes mean for accountants?

capital. ‘The original concept for Songdo was 
for it to act as a gateway city to the Korean 
mainland from Incheon International Airport,’ 
says Jonathan Thorpe, chief investment offi cer 
at Gale International, the property investment 
and development company that is leading the 
US$35bn project to develop Songdo. While the 
initial idea was to attract foreign companies into 
the city away from other parts of north-east Asia, 

Songdo has achieved a great deal more than that.

Smart and sustainable Songdo
Songdo is not yet complete, but it has gained worldwide 
attention (and awards) for its sustainability and smart city 
initiatives. It is not hard to see why. Songdo is designed so 
that all of the built structures and green spaces in its compact 
six square kilometres are easily accessible. Everything, from 
recreational areas to residences, can be walked to within 15 
minutes, and it has 16 miles of cycle lanes. Songdo’s buildings, 
urban spaces and infrastructure are a living, breathing showcase 
for sustainable urban development practices and smart 
technologies that enable objects and software to communicate 
and autonomously interact and modify their behaviour.

An integrated technology infrastructure connects all 
Songdo’s components, their subsystems and myriad smart 
sensors. All of the data collected is analysed by a central hub; 
it’s also used to monitor and regulate all manner of things, from 
energy consumption to traffi c. Songdo seems like the internet 

Cities are in a constant state of fl ux. 
They always have been; they always 
will be. Dig beneath the Turkish streets 

of Istanbul and you will fi nd remnants of 
Constantinople and Byzantium. Dig beneath 
the streets of Songdo, South Korea, and you 
may not fi nd much history (it sits on wetlands 
reclaimed from the Yellow Sea), but you will 
fi nd innovations such as the world’s most 
environmentally friendly waste disposal system. Unlike most 
cities, which started out as small settlements and grew over 
centuries or even millennia, Songdo is a ‘smart city’ – said to 
be the world’s fi rst – that is being purpose-built from scratch.

Smart cities are a relatively new idea, but the problems they 
are trying to solve are not. ‘Cities have always needed to meet 
fl uctuating demands for housing, mobility, education, health and 
food, despite limited resources, ageing infrastructures and social 
and political changes. Smart cities are an attempt to do this in 
smarter and more sustainable ways,’ says Sajid Khan, ACCA head 
of international development. By using digital technologies, 
public-private partnerships, urban planning best practices and 
policy changes, smart cities are attempting to meet the most 
pressing needs of communities (today and tomorrow) in ways 
that improve the greatest number of lives.

None of this can be achieved overnight. The relatively brief 
history of Songdo International Business District began around 
20 years ago when it was conceived as an ‘aerotropolis’ for 
a new airport being built 35 miles from Seoul, South Korea’s 

▲ City of sensor-
controlled lights
The city of Songdo will 
incorporate an integrated 
infrastructure that – among 
other things – constantly 
monitors, analyses and 
manages energy usage
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of things incarnate: streetlights can 
be automatically switched off in 
deserted streets and brightened in 
busy ones; residents can operate 
their smart home appliances and 
systems remotely; a smart energy grid 
minimises wastage by intelligently 
matching supply and demand so that 
all parts of the city are supplied with 
just enough energy.

The application of technology and the data it collects also 
power lots of other sustainability initiatives. For example, a 
smart rubbish disposal system sucks household and offi ce waste 
into an underground network of vacuum tubes to deliver it for 
processing, while a smart water delivery and recycling system 
prevents water that is fi t for human consumption from being 
used in showers and toilets. Buildings feature high-performance 
glass and smart ventilation systems, and many commercial and 
residential premises are certifi ed – using the LEED standard for 
green buildings – for their effi cient use of water and energy and 
their low levels of greenhouse gas emissions.

Not quite perfect
Songdo has been described as a hi-tech utopia and the city 
of the future, but not everybody is impressed. Ecologists, for 
example, have been critical: some believe that Songdo has 
destroyed a rich coastal ecosystem, while others are concerned 
that the city may lack the ecological infrastructure to cope with 

rising sea levels. Only time will tell 
whether Songdo – or other purpose-
built smart cities such as Masdar in the 
UAE and Meixi Lake in China – can 
rise to the challenges of the future, or 
even become fully functioning cities, 
as earlier purpose-built capitals such 
as Abuja in Nigeria and Canberra in 
Australia have done.

But most of the urban areas now reaching for the smart city 
label, or aspiring to be smarter or more sustainable, are unable 
to start from scratch. They have to achieve their various aims 
(see the panel on page 38) by attempting wide-scale retrofi ts 
of existing urban spaces or through limited pilots and projects. 
Retrofi ts are under way in cities such as Barcelona in Spain and 
Singapore. Pilots and projects are also in progress across the 
globe, in communities ranging from the small town of Águas de 
São Pedro in Brazil to Nairobi, the capital of Kenya and its largest 
city. Just as no two cities are the same, no two smart cities are 
taking the same approach.

The annual smart city rankings from Juniper Research shine 
a spotlight on some of the ways in which such towns and cities 
are trying to become smarter or more sustainable – with varying 
degrees of success. Singapore took the top spot in 2016 because 
of its advanced traffi c system, fi xed and cellular broadband 
services, city apps and open data policy. 

‘Congestion and mobility are almost universal issues for cities 
to address,’ says Juniper’s research author Steffen Sorrell. »

‘When congestion 
and mobility 

are addressed 
effectively, the 
economic and 

financial impacts 
are substantial’

▲ The retrofitted future
A model of a smart city using green 
energy technologies on display during 
the Smart Cities India 2016 Expo in 
New Delhi – the Indian government 
plans to have re-equipped 100 existing 
cities as ‘smart cities’ by 2020
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‘When addressed effectively, the 
impacts are substantial: higher 
economic productivity, potential for 
new revenue streams and services, 
as well as a measurable benefit in 
reduced healthcare costs.’ Top of 
the 2015 smart city rankings was 
Barcelona.

Perspectives differ on what makes 
communities, cities and regions smart or smarter. Juniper uses 40 
metrics to evaluate areas for its rankings. They include economy, 
energy, open data, technology and transport, and cover factors 
such as the cohesion of city agencies and citizen engagement. 
Meanwhile the Intelligent Community Forum (ICF), a global 
network of cities and regions with a thinktank at its centre, focuses 
on ‘the innovative ways in which communities use technology 
to create inclusive prosperity, tackle social and governance 
challenges and enrich their quality of life’. ICF’s annual list of ‘smart 
communities’ rarely includes big-name ‘destination’ cities. 

ICF co-founder John Jung explains why. ‘It is the ones that 
collaborate with national or state governments, fly under the 
radar, and are “no-name” communities to most of the world 
that are most innovative,’ he says. All communities are trying 
to stretch their finite resources to meet the basic needs of their 
citizens and emerging global challenges such as surges in 
population size and density, ageing infrastructure and climate 
change. ICF accordingly celebrates cities that are open to proven 
strategies and to new ideas. Jung says: ‘They are places that the 
rest of the world can learn from and offer hope to people who 
are fighting hard to launch a new future.’ 

Because ‘smart’ is a ubiquitous technology buzzword, 
it can seem as if smart cities are all about technology, but 
they aren’t. In 2011, when the Dutch city of Eindhoven was 

What is a smart city?

How people define a city varies, so 
it follows that there is also some 
variety in what people mean by the 
term ‘smart city’. Sarah Whitney, 
founding partner of the city-advising 
consultancy Metro Dynamics and an 
ex-corporate finance partner with 
PwC, says: ‘There is no universally 
agreed definition of a smart city.’  

Consequently, there are many 
definitions and interpretations of the 
smart city concept. Some focus on 
technology, others on sustainability. 
Some focus on encouraging or 
modernising interaction between 
citizens and local governments or 
sectors, others on reducing resource 
consumption and costs. Still others 
attempt to be more all-encompassing. 

Despite their various shapes 
and sizes, most smart cities sit 
comfortably within one of three 
broad categories: purpose-built from 
scratch, retrofits of existing urban 
environments, discrete pilots and 
projects. But they all share at least 
one ambition. Whitney says: ‘They 
want to do more with less, so they 
need to use their resources more 
efficiently and more intensively.’

▲ Homage to 
Catalonia
Barcelona’s use of its 
fibre network to build 
out individual internet 
of things systems across 
urban services makes it 
a smart city pioneer
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Smarter is simpler

As this edition of Accounting and Business went to press, 
ACCA’s report Smarter cities, simpler cities was launched 
at a joint event hosted by ACCA, the Institute of Cost 
Accountants of India (ICAI) and the Institute of Directors 
(IoD) in Delhi. 

The presidents of the ICAI and the IoD and ACCA’s 
chief executive Helen Brand all delivered keynote 
addresses. Maggie McGhee, director of professional 
insight at ACCA, presented the research findings. 

You can download the report at: accaglobal.com/
smartcities.

named ICF Intelligent Community of the Year, it was because 
of its achievements in healthcare and community building 
– technology was merely an enabler. ‘We need cities where 
everybody is connected and where all of the devices can be 
connected. But the technology must be humanised,’ says Rob 
van Gijzel, mayor of Eindhoven. ‘Cities need to transform their 
outdated systems for mobility, health, housing, food and so on, 
but the new systems must be inclusive.’

Van Gijzel is not a fan of purpose-built smart cities such 
as Songdo and Masdar, describing them as places where 

technology is controlling the 
people. ‘I want to have cities where 
technology is used to improve the 
lives of the citizens,’ he says, adding 
that doing this requires more than 
installing the latest piece of smart 
kit. Getting technology to work for 
citizens demands co-creation and 
collaboration to bring together 
multiple stakeholders including 

business, citizens, governments and knowledge institutions in 
a horizontal, interdisciplinary approach, rather than a vertical, 
top-down or bottom-up approach, he suggests. ‘We have to use 
“design thinking” to rethink our society,’ he says. 

Where the accountant comes in
Professional accountants have a key role to play. ‘Finance 
professionals at the city level will be crucial to the successful 
delivery of all this,’ says Narayanan Vaidyanathan, who develops 
ACCA’s research and insights with a focus on the future direction 
of business and the accountancy profession. Members of the 
profession will need a broad appreciation of what is driving smart 
city developments to prioritise and deliver effectively. ‘It’s not just 
about technology, it’s not just about government sign-offs, and 
it’s not just about working out the numbers,’ says Vaidyanathan. 
‘All of this must combine to optimise resources and provide an 
interconnected whole-city view.’ 

Accountants will need a broad view of the factors that can 
influence any smart city project they are involved in (in the public 
or private sector). They will need to use their finance knowledge 
alongside effective business partnering if they are to fully 
understand the broader policy implications of finance decisions 
and their impact on the delivery of public services. This will 
create challenges and opportunities for cities and the profession. 
ACCA has partnered with the Institute of Cost Accountants in 
India (ICAI) to explore these in its report Smarter cities,  
simpler cities. 

The ACCA-ICAI report outlines the global case for smart cities 
and considers the role of finance and accounting professionals 
within the context of the ambitious Smart Cities Mission, 
launched by the Indian government in 2015. The aim of the 
urban renewal programme is to create more than 100 smart cities 
over the next five years. Some of these may be purpose-built 
smart cities, but most are expected to be redevelopments or 
replacements for existing built-up areas. ‘The smart city is an idea 
whose time has come,’ says the Indian cabinet minister, Venkaiah 
Naidu. Where this idea takes us remains to be seen. ■

Lesley Meall, journalist

▼ Little red dot a 
giant smart-spot
The virtualisation of the 
entire city is the aim 
of Singapore’s Smart 
Nation programme, 
with sensors, data hubs 
and analytics controlling 
traffic and energy use
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On the front foot
The global take-up of international reporting standards has been a huge success – the next 
challenge is to build on that, as delegates at a recent ACCA and CA ANZ event found out

had been the catalyst in bringing the profession together to 
discuss not only accounting standards, but also how accountants 
can best serve global business. ‘Accountancy is a truly global 
profession,’ she said. ‘We’re all adopting the same accounting 
rules and that gives us a global passport.’

Ward added that one of the benefits of the IFRS development 
process is that it has brought countries that perhaps felt isolated 
from the global accounting debate into the professional 
community. ‘No one country dominates IFRS, and it’s to everyone’s 
benefit that everyone is involved,’ he said. ‘If you don’t influence 
the debate you will be left behind. Australia and New Zealand, 
for example, are geographically remote but have responded to 
that by travelling and getting involved [in international standard-
setting]. In that sense we have punched above our weight. Overall, 
I’m very optimistic about the financial reporting landscape.’  

Sue Lloyd (below right), an IASB member since 2014, and vice-
chair since October 2016, stressed that the IASB was one of the 
most consultative organisations in the world and that the input of 
constituents from all over the globe – users, preparers, analysts, 
regulators and auditors – was essential to its success. ‘Our output 
depends on the quality of ideas that enter the debate,’ she said. 
‘And we get very good, well thought-through advice.’

‘It’s very important that we hear from our constituents,’ 
agreed Mackintosh. ‘This is a big world and some countries, 
such as Australia and New Zealand, can feel like they’re a long 
way away from where the decisions are made. But the world is 
getting smaller, and it’s more important than ever that everyone 
who can contribute something continues to be involved.’

So where does the profession, and the IASB, go from here? 
In many ways, developing and implementing IFRS is just the 
beginning. High on the IASB’s agenda in the coming years will 
be the communication of financial statements. The board’s 

The global adoption of International Financial Reporting 
Standards has been one of the success stories of 
the modern business age. In just 15 years, IFRS has 

developed from a set of standards that very few jurisdictions 
even permitted, to the point where 121 countries now require 
the standards for all or most domestic publicly accountable 
entities. A further 13 jurisdictions permit the use of IFRS,  
and one (Thailand) is in the process of adopting the standards 
in full. China and the US remain the (sizeable) sticking points 
for IFRS adoption. But by any measure IFRS has been a 
roaring success.

For the International Accounting Standards Board (IASB), 
however, the work continues. Speaking at a CA ANZ event ‘The 
future of financial reporting’, one of the sessions at ACCA’s 
‘Accounting for the Future’ virtual conference in November, 
former IASB vice-chairman Ian Mackintosh (pictured below left) 
emphasised that adoption of the standards was only part of the 
story – now that the major IASB projects, such as standards on 
revenue recognition and lease accounting, are completed or 
under way, the focus is turning to implementation. ‘We’re not 
sure that everyone is adopting IFRS consistently or correctly,’ said 
Mackintosh, ‘but that is something the board will be working on 
very closely on in the next five years.’

Global involvement
Others in the global profession agree that IFRS has been a 
critical and successful development. Rob Ward (second from 
left), head of leadership and advocacy at CA ANZ, also speaking 
at the event, said, ‘The pulling together of IFRS was a great step 
forward. We’ve made a huge leap, but we still have a lot to do.’

Rachel Grimes (second from right), deputy president of 
the International Federation of Accountants (IFAC), said IFRS 
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Accounting for the Future
Watch ACCA’s annual virtual global conference to fi nd out about the qualities and skills 
that you need to succeed in your career –  now and in the future

On the agenda

* The challenge to the 
summit: beyond Everest

* Enterprise performance 
management: a new era of 
CFO opportunity

* How blockchain could 
change the role of 
accountants

* Google Garage on 
growing SMEs digitally

 

* Corporate governance 
and corruption in Africa

* Topical tax update: from 
BEPS to Making Tax Digital

* Navigating ethics in 
banking and fi nancial 
services

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

Select from a range 
of topics at 
accaglobal.com/
accountingfor
thefuture

broad-based initiative to explore how disclosures in IFRS fi nancial 
reporting can be improved is an important element of this and will 
include standards-level reviews of current disclosure requirements 
and a research project to identify principles of disclosure. 

‘This is an exciting time for reporting,’ said Lloyd, citing 
integrated reporting as one of the many developments that 
will shape the future of fi nancial reports. ‘We are beginning to 
question what fi nancial statements are meant to achieve: are they 
a compliance exercise or a commercial tool? How companies 
communicate their activities could change drastically in future – 
and the profession has to be at the heart of that process.

‘A fi nancial report is not just a bunch of numbers,’ she added. 
‘It needs to tell a story. But standard-setters can’t do that alone; 
preparers, regulators, auditors, investors and others all have a role 
to play. Preparers need to know what to shoot for, and regulators 
need to focus a little less on box-ticking.’

‘It’s hard to tell a straightforward story in a set of fi nancial 
statements,’ added Mackintosh. ‘Our disclosure initiative is part of 
that thinking – it should result in more understandable reports.’

The role of technology is of course a major factor. The IASB 
recently published the results of a consultation on its agenda for 
2017 to 2021. Its ‘better communication’ objective will include 
more work on refi ning the IFRS taxonomy, ‘while encouraging and 

supporting the use of electronic reporting’. It will also discuss the 
impact of changes in technology. 

The demand for real-time information, and the development 
of technology to meet this demand, will shape the future. ‘We’re 
accessing more and more information, real time, online,’ said 
Mackintosh. ‘But annual reporting is very static. There’s a real 
opportunity in the digital age to report in a very different way – 
one that’s more enquiry-based and easier to look at.’

‘Digital transformation is part of life in the corporate world,’ 
agreed Grimes. ‘It’s up to the profession to make sure that we 
have the right information fl ow available.’

Everyone taking part in ACCA and CA ANZ’s roundtable 
discussions recognised that the global profession has made huge 
strides in recent years, building a spirit of collaboration that will be 
essential in the rapidly changing landscape. ‘We have created a 
great platform,’ said Ward. ‘Now we need to build on that.’ ■

Liz Fisher, journalist

For more information:

See IASB’s consultation on its 2017-21 agenda at 
bit.ly/2gyoFbR 
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China’s next global giants 
A 2016 ACCA report identifies the 100 fast-growing Chinese companies that are  
most likely to outperform others in emerging and developed markets

off), which achieved revenue growth of 58.5% over five years and 
moved up five places from 2014.   

Overall, however, the 2016 emerging global giants were 
found to be growing more slowly than those listed in 2014. And 
their ability to sustain extremely high growth in future will be 
reduced, the researchers noted, by the continued sluggishness 
of the economies of China and the rest of the world.

Models for growth
Sustained revenue growth is not the only factor determining 
placings in 2016. The researchers also used four other measures: 
size (based on turnover), domestic presence, international 
presence and the business model. When assessing a company’s 
international presence, the researchers considered not 
only export markets and export sales, but also international 
acquisitions, partnerships and presences, including logistics hubs 
and design and research and development (R&D) centres. They 
looked at business models and strategies on the grounds that 
getting these right is essential for business success and growth. 

By scoring all these factors, the researchers produced their 
list of the 100 fastest-emerging Chinese businesses that they 
believe could become major global competitors within the next 
three to five years. Based on the average growth rate of 16.3%, 
the typical top 100 business could have turnover of RMB12bn 
(US$1.74bn) by 2020, while many could achieve almost RMB30bn 
(US$4.35bn) – well ahead of the average turnover in 2016 of 
RMB5.7bn (US$0.83bn).     

‘These emerging global giants will increasingly influence the 
future of business life,’ 
says Faye Chua, head 
of business insights at 
ACCA. ‘As well as growing 
domestically they will be 
expanding across borders, 
generating global 
revenues and building 
partnerships with other 
multinational businesses. 
Finance professionals 
might want to keep an eye 
on these emerging giants 
in order to anticipate 
and understand business 
trends and help to 
create powerful business 
relationships.’  

Adownturn in the local or global economy is often 
cited as a reason for disappointing business growth. 
But some companies can and do achieve high growth 

rates in spite of this – and many of them are currently to be 
found in China. 

As the 2016 edition of China’s next 100 global giants 
shows, dramatic revenue increases are being achieved – and 
over a sustained period of time. The ACCA report, written by 
academics at Lancaster University in the UK, assesses a range 
measures of performance and competitiveness to identify China’s 
emerging global success stories – those businesses most likely to 
follow in the footsteps of the likes of consumer electronics and 
home appliances giant Haier, technology multinational Lenovo 
and e-commerce enterprise Alibaba.  

The 100 companies identified as likely future global giants all 
generated at least five consecutive years (2010 to 2014) of annual 
revenue growth of between 12.2% and 63.4%. Given that the 
Chinese economy for the same period grew by between 5.5% 
and 6.5% per year, even the slowest growing of the 100 ranked 
companies expanded at double the pace of national GDP, while 
the fastest achieved 10 times national growth rates.

That highest rate of growth (63.4%) was achieved by Huapont 
Life Sciences, a manufacturer of pharmaceuticals, pesticides and 
active pharmaceutical ingredients. Perhaps not surprisingly, the 
company tops the 2016 rankings, moving up from second place 
in the first such ACCA study, published in 2014. Second place 
in 2016 went to Hongfa Technology, a manufacturer and vendor 
of relays (electrical devices that switch electrical circuits on and 

Top emerging companies in China

2016 rank 
(2014 rank)

1 (1)
2 (5)
3 (2)
4 (new)
5 (new)
6 (-5)
7 (63)
8 (-5)
9 (new)
10 (new)

4,867
4,063
17,233
2,479
4,580
10,444
35,408
7,332
2,442
3,524

63.4%
58.5%
38.5%
37.0%
41.0%
34.7%
39.5%
40.5%
40.5%
35.8%

Huapont Life Sciences
Hongfa Technology
Hangzhou Hikvision Digital Technology
Zhejiang Unifull Industrial Fiber
Sanan Optoelectronics
Jiangsu Hengtong Photoelectric Stock
Shunfeng International Clean Energy
Zhejiang Dahua Technology
Bitauto Holdings
Suzhou Dongshan Precision Manufacturing

Revenue 
(RMBm)

Revenue growth 
(2010-14)Company name
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Diverse businesses
The top 100 come from diverse sectors. The largest number (21) 
operate in computing and communication equipment, but other 
well-represented sectors include chemicals (12), electronics (10), 
equipment and machinery (8), internet and information (7), metal 
and non-metal products (7) and pharmaceuticals (6). In total, 
18 companies are operating in non-tangible markets, including 
digital, services and advice.   

The 100 next global giants are based in various parts of 
China, but many have headquarters in the country’s major cities 
or along the eastern coast, reflecting the extent of economic 
development in these areas. The researchers did find an 
apparent shift southwards, with an increase in the number of 
companies headquartered in Shenzhen (from seven in 2014 to 
11 in 2016), and a fall in the number headquartered in Beijing 
(from 17 to 13). This is seen as reflecting the growing economic 
significance of Shenzhen, which is closely connected to Hong 
Kong and to the world economy. 

Almost all the companies are very strong, if not dominant, 
in their domestic markets, creating what the researchers call a 
‘home base’ for globalisation. Many have proven their business 
models at home, building market share and power domestically 
before looking to increase their presence overseas. The 
researchers also found evidence that some companies were 
re-focusing back on China, probably in response to lower growth 
elsewhere, an overall decline in trading conditions and relatively 
strong demand in China. Overall, however, the 2016 next global 
giants are more ‘outward facing’ than those of 2014, with one 
third being highly internationalised. 

A greater number are acquiring international businesses to 
gain access to expertise and technology. Much of this activity is 
focused on the US and Europe, fuelled by international profits, 

the accumulation of significant corporate cash holdings, and the 
improving availability of funds within China. For example, Ctrip 
International, identified by ACCA as one of the 100 global giants 
in 2014 and 2016, recently announced its acquisition of Scotland-
based airfare comparison website Skyscanner for US$1.7bn.  

In terms of strategy, the researchers also found signs that 
more of the 100 companies were focusing on R&D, product and 
service development, integration of value chains and being more 
innovative. As a result they were becoming more competitive 
and were improving their ability to sustain growth.   

‘Their growth outstrips global growth considerably,’ says 
Andrew Atherton, one of the report’s authors, a professor of 
enterprise at Lancaster University. ‘And they have sustained 
a track record of hyper-growth over many years. Their future 
prospects appear bright, and they look very likely to outperform 
businesses in other emerging economies and in the developed 
world – in the latter case, by quite some margin.’   

Nevertheless, predicting the next global leaders of the 
business world is inherently difficult. Of the 2016 emerging 
giants, fewer than half (46) were also listed in the 2014 study. The 
majority are newly identified businesses making their presence 
felt in China and further afield. The changing membership of 
the ranking indicates the dynamic, competitive nature of the 
business environment in China and the challenge of remaining a 
high growth generator. ■

Sarah Perrin, journalist

For more information:

Read ACCA’s report China’s Next 100 Global Giants  
at bit.ly/china-future-giants2

▲ Growth surge
Eleven of the 2016 future 
giants had headquarters 
in Shenzhen, a reflection 
of the southern city’s 
rising economic status
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Career boost
The ability to appear more upbeat than you feel can actually lead to higher earnings, 
says our talent doctor Rob Yeung; plus how to be the perfect audience

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: emotional intelligence

Few people succeed in their 
careers purely because of technical 
knowledge and expertise. Leaders 
must be able to infl uence, persuade 
and motivate people, skills often 
bundled under the umbrella of 
emotional intelligence – a huge 
topic. So let us look at just one 
aspect: the ability to display 
emotions you do not truly feel.

Suppose you’re exhausted after a 
tough week but must attend a social 
gathering thrown by a senior, infl uential 
colleague – you may need to appear 
more enthusiastic than you actually feel. 
Or imagine that a key client criticises 
you unfairly – in the interests of your 
career, you need to show that you are 
listening rather than retaliate verbally.

To some people, this skill may sound 
inconsequential. However, data suggests 
that people with better emotional 
management skills earn more money.

In a recent study led by Ute Hülsheger 
at Maastricht University in the Netherlands, 
researchers asked customer service staff 
to rate their level of agreement with 
statements including: ‘Today, I made an 
effort to actually feel the emotions that I 
need to display to others,’ and ‘Today, I 
really tried to feel the emotions that I have 
to show as part of my job.’

When the social scientists gathered 
information on the incomes of these 
employees, they spotted that those 
indicating stronger levels of agreement with 
the emotion statements earned signifi cantly 
more money. In other words, it literally paid 

off for individuals to actually experience 
the emotions they were required to 
demonstrate, rather than merely display 
them on the surface.

That study indicated that people 
who naturally feel emotions more 
deeply tend to earn more money. 
However, Hülsheger and her team 
found in a follow-up study that 
employees could not only be taught 
emotional management techniques, 
but subsequently went on to earn 
more money too.

If you want to manage your emotions 
more effectively and make a better 
impression, consider this technique 
used by Hülsheger’s team. Practise 
triggering positive emotions by thinking 
of positive events, either past or 
upcoming. Even if you are feeling tired 
or anxious, think back to an amusing 
party, or project your mind forward to an 
impending holiday or celebration.

Don’t expect to master the skill at 
once. The researchers noted a learning 
curve, with most people getting 
slightly better at managing their 
emotions over the fi rst few days before 
experiencing a dip until around day 
8 when their skill started to improve 
again. So accept that it will take a week 
or two to see any real improvement.

The technique may sound like a 
facile trick of the mind. But don’t be 
put off – remember, it’s a method that 
is backed by science. ■

For more information:

talentspace.co.uk

@robyeung

Emotional display

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung9
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The perfect: audience

In the digital age, there aren’t many occasions when sitting still and listening is an absolute 
essential. Opinion and analysis these days arrive in bite-sized, accessible pieces. If the 
recipient finds any of it objectionable, irrelevant or dull, they can switch off or skip forward. 
But some presentations – internal or external – call for dutiful attentiveness. 

First of all, however badly you want to convey to the speaker that you’re busy and 
important, don’t spend the time flicking through emails on your device. No matter how 
tempted or unspeakably numbed by boredom you are, turn off your mobile. Even if your 
presenter is uninspiring, pay them the courtesy of engaging with them. Smile, make eye 
contact, lean forward, ask questions. You’re likely to get a better presentation – the more you 
put in, the more you’ll get out. Plus it’s just good manners.

It’s sometimes possible to do quite a bit of this on auto-pilot if you practise maintaining 
your ‘interested’ facial expression, but do keep one ear on the proceedings, as you will need to 
be sure you’re giving the right signals at the right moment. 

If your presenter asks for participation, help them out with a question or observation – 
nothing too testing though, if it’s your boss. In this instance, being a supportive audience 
member may mean going along with their premise, however flimsy you find it. 

In short, sit down and sit still. You can take revenge when you give a presentation yourself.

Is the grass greener?
Nearly six out of 10 
accountants would like to make 
the transition from practice to 
industry – and vice versa.

A global study of more than 
1,300 accountants, conducted 
by recruitment consultant 
careersinaudit.com, revealed 
that 59% of respondents would 
like to switch sides. 

Some were apprehensive 
about crossing to the other 
side, however. Just over a 
quarter (26%) stated that 
economic conditions were too 
volatile, 20% felt they didn’t 
have the required skills and 
17% feared a swap might not 
be as good as they imagined.

More than a third (40%) 
said they were actively looking 
for a new role, the highest 
percentage since 2011.

Moreover, more than a 
tenth of accountants plan to set 
up on their own within a year.

Simon Wright, operations 
director at careersinaudit.
com, said accountants often 
underestimate the impact of 
changing to a new working 
environment. 

‘Moving from practice to 
industry is often thought of 
as an easier move, but it is 
not always the case. The work 
expectation and culture can 
come as a shock. 
‘Industry does, however, offer 
the chance to become an 
expert in a specific sector much 
faster than practice,’ he said. 

Shortage of soft skills
Accountancy students in 
Australia are leaving university 
without key skills prospective 
employers demand, a leading 
professor has claimed.

While universities are 
providing students with 
technical skills, they are 
failing to supply them with 
the soft skills now integral to 
the modern workplace, such 
as communication, creativity 
and teamwork. 

Speaking to Accountants 
Daily, James Guthrie, professor 
of accounting at Macquarie 

University, said courses were 
not meeting the expectations 
of graduates or employers, 
and that academics need to 
reassess course content to 
address the growing divide.

‘There needs to be 
leadership among deans and 
heads of school to ensure the 
programmes are relevant to 
graduate needs.
‘Many of the courses are still 
stuck in a technical view of 
accounting education – that 
is, we teach accounting 
standards,’ Guthrie said. 

Glass ceiling still solid
Women hold the top jobs 
in just 8% of major financial 
services organisations globally.

In an analysis of 381 
financial services firms across 
32 countries, management 
consultancy Oliver Wyman 

found that women accounted 
for just 20% of board positions, 
16% of executive committee 
members and 8% of CEOs. 

The report, Women 
in Financial Services, also 
revealed that millennial women 
(those entering the workplace 
from 2000 onwards) are often 
stunned when they realise the 
lack of diversity that exists. 

According to the analysis, 
despondency at the perceived 
lack of opportunity for 
progression begins to strike 
female workers four to five 
years into their careers, for 
reasons including discrimination 
and the lack of high-ranking 
female role models.

Commenting on the 
research in Harvard Business 
Review, Oliver Wyman partners 
Astrid Jaekel and Elizabeth 
St-Onge said: ‘Most financial 

firms are genuinely committed 
to improving gender 
balance among their senior 
executives. To that end, they 
have introduced a number of 
‘women-friendly’ programmes, 
such as flexible hours, parental 
leave and mentorship schemes. 

‘Helpful as they are, such 
measures do not fully address 
the problem, which also lies 
in the unconscious biases, 
expectations and practices 
of organisational cultures, 
which have been created by 
predominantly male executives 
over decades. Getting middle 
and senior management 
to recognise their biases 
is the most important first 
step towards reforming 
the corporate culture that 
disadvantages women.’ ■

Sally Percy, journalist
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Easy as pie
The key to winning customers is to make life as easy as possible for them – whether they 
are selecting your product off a shelf or navigating your website, argues Harry Mills

The researchers found the differences were down to ‘opting in’ 
versus ‘opting out’. The four countries with the lowest donation 
rates all required people to give their consent. The seven 
countries with the highest rates required people to opt out.

The tiny physical effort of checking boxes on a form and the 
mental effort involved in rejecting the default option sent people 
in mass towards the easier choice.

The effortless experience
In their book The Effortless Experience, Conquering the New 
Battleground for Customer Loyalty, authors Matthew Dixon, Nick 
Toman and Rick DeLisi argue that service organisations create 
loyal customers primarily by reducing customer effort – that is, by 
helping them solve their problems quickly and easily. ‘Delighting 
customers doesn’t build loyalty; reducing their effort – the work 
they must do to get their problem solved – does,’ they say.

This view is supported by research from the Corporate 
Executive Board, which shows customers are more likely to 
punish bad service than reward delightful service. Service 
breakdowns, they found, cause existing customers to defect and 
repel prospective customers. Companies that act on this insight 
‘can help improve customer service, reduce customer service 

Brian Wansink, professor of consumer behaviour at 
Cornell University and author of Mindless Eating: Why 
We Eat More Than We Think, has studied what happens 

when choices are made easier or more difficult. He found that 
when healthy food is the easiest choice – for example, when it 
is displayed more prominently – we eat more of it. 

Wansink argues that you need to make healthy eating 
the easiest choice, for example by putting healthy options in 
prominent places in school cafeterias, making healthy food 
easier to reach or using lighting to display it more prominently.

Google conducted an experiment to reduce consumption of 
M&Ms, which used to be available in baskets around its New York 
office. Instead, it put the sweets in bowls with lids. Even though 
the lids were easy to lift, the move cut the number of M&Ms 
consumed in the New York office by three million a month.

In 2003 Dan Goldstein and Eric Johnson published a study of 
organ donation consent rates across 11 European countries. The 
rates varied from 4.2% for Denmark to 99.9% for France. What was 
the cause of the huge differences? Were there cultural factors? It 
didn’t appear so. The figures in Austria and Germany, neighbouring 
countries with a common language, cultural similarities and a 
great deal of shared history, were 99.8% and 12% respectively.
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costs and decrease customer churn’. 
The book is full of examples of how the customer experience 

can be made easier. Clothes retailer Old Navy, for example, 
has made shopping with kids easier by lowering the heights 
of clothes racks so that parents can see where their kids are. 
They’ve labelled the hooks in their changing rooms ‘Love it’, 
‘Like it’ and ‘Not for me’. The Old Navy hooks clarify choices and 
make the next step – buying – ‘simple and apparent’. 

A number of companies have adapted the customer effort 
score. UK telecoms giant BT uses a ‘net easy’ measure, which asks, 
‘Overall, how easy was it to get the help you wanted today?’

Simply making a process easier can dramatically impact 
behaviour. Until recently only 35.5% of Indian households 
actively maintained their bank accounts. But in August 2014, the 
then new prime minister Narendra Modi launched ‘The Prime 
Minister’s People Money Scheme’. Five months later, 106 million 
new bank accounts had been opened. The account-opening 
form had been simplified, and the documentary requirement for 
proof of address relaxed.

Tasks that require effort tax our cognitive load. We favour 
decisions that require less mental effort. Psychologists use the 
term ‘cognitive fluency’ to measure how easy it is to think about 
something. Cognitive fluency causes us to make choices that 

are easy to evaluate, rather than those that offer us the greatest 
reward. Brand expert Simon Bird writes that ‘famous, popular or 
preferred brands make choice effortless’. Brain scans reveal that 
shoppers’ brains show much less effort when choosing the number 
one brand. Strong brands, it seems, help the brain ‘think less’. 

There are many other examples of this, including:

* Raising university applications University application rates 
among unrepresented groups in the US rose by 8% when 
forms were filled in and submitted on behalf of the applicant. 

* Increasing cab driver tips In 2007, New York City forced cab 
drivers to accept credit cards. The passenger is presented 
with a touch screen with three easy-to-choose defaults for 
tipping: 20%, 25% and 30%. When cabs were cash only, the 
average tip was roughly 10%. With the touchscreen it jumped 
to 22%. The addition of three easy to touch buttons resulted 
in US$144m additional tips per year.

So what can you do to make life easier for your customers? ■

Harry Mills is CEO of consultancy Aha! Advantage

For more information:

ahaadvantage.com
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Time’s upTime’s up
It is never too late to control your time 
better, says David Parmenter

* Create some space, each week, where you can think about your 
future – your ‘blue sky time’. No phone calls, texts or Facebook. 

* Embrace management guru Peter Drucker’s idea of 
‘abandonment’. Drucker said ‘Don’t tell me what you’re 
doing, tell me what you’ve stopped doing.’ There are always 
activities that can and should be abandoned. 

* Plan your week ahead. Avoid having morning meetings, and 
ensure you have at least two 90-minute blocks of time each 
day. Revisit what is on the agenda for tomorrow, as there will 
be a better way to organise the day and there will be some 
tasks that should be abandoned.

* Consider multitasking as ‘full of sound and fury, signifying 
nothing’ as Shakespeare so elegantly wrote. Stay in the 
moment and complete the task at hand before moving to 
the next one. Being busy for the sake of it will lead to an 
unhealthy and unrewarding life. 

* Say ‘Yes’ to events and opportunities that are on your journey, 
allowing enough thinking time to recognise why and how it 
will help you on your journey.

* Say ‘No’ to pointless meetings, writing reports that nobody will 
read and jobs that, while well-paid, will eat away at your soul. 

Next steps
1. Set up a to-do list using the quadrants above. 
2. Find a three to four hour block of time during each week to 

be your ‘blue sky’ time.
3. Email me (parmenter@waymark.co.nz) for a 

time-planning template. ■

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

Stephen Covey in his book First Things First observes 
that great leaders appear less stressed and seem to 
have more time on their hands than the rest of us. He 

drew a time-management diagram (see below), pointing out 
that far too often we are firefighting in the ‘urgent and not 
important’ quadrant. We should instead allow such fires to 
burn themselves out, redirecting our time to the ‘not urgent 
and important’ quadrant.  

A great parable about time management is ‘Rocks, pebbles 
and sand’ (see box). Look out for the YouTube video as well.

The rocks represent the seven facets of your ‘treasure map’ – 
your vision of what success looks like – activities related to your 
life partner, family, friends, health, hobbies, career and retirement 
savings. See ‘In the right direction’ (AB October 2016).

Besides learning to focus on the rocks each day, here are 
some other suggestions.

Rocks, pebble and sand

A philosophy professor is lecturing to his students. He 
brings out an empty jar and small rocks. Filling the jar 
with the rocks, he asks if it is full. ‘Yes,’ they reply. Then he 
pours a container of small pebbles in. ‘Is it full?’ ‘Yes,’ they 
reply again. Next he pours a container of sand in round 
the rocks and pebbles. ‘Is it full?’ ‘Yes, defi nitely’. Finally he 
pours in a cup of coffee, fi lling up all the remaining space.

He explains: ‘Rocks are the important things in your life 
– you must give them priority each day or you won’t be able 
to fi t them in. Small pebbles are the next most important 
things. The sand represents the least important activities 
(your emails, routine meetings and daily chores) and should 
be made to fi t around the more important tasks.’

‘So why the coffee?’ a student asks. ‘To remind you 
that you should always make time, every day, for a coffee 
with a work colleague, a client or a friend,’ he replies.
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Tread carefully 
Implementation of IFRS 5 can be a complex and time-consuming 
exercise with signifi cant judgment required, explains Graham Holt

Over the last few years, the 
Interpretations Committee 
of the International 
Accounting Standards Board 
(IASB) has been considering 
certain issues relating 
to IFRS 5, Non-current 
Assets Held for Sale and 
Discontinued Operations. 
This article discusses some 
of those issues.

IFRS 5 requires an entity 
to classify non-current assets 
as held for sale when the 
assets’ carrying amount will 
be recovered principally 

issues have arisen since the 
standard was introduced.

One issue relates to 
whether loss of control other 
than through outright sale 
can result in a held-for-sale 
classifi cation. For example, 
an entity could lose control 
through dilution of the shares 
held by the entity or due to 
call options held by a non-
controlling shareholder.

The question therefore 
is whether ‘loss of control’ 
is a factor that brings the 

event within the 
scope of IFRS 

5, or whether 
there also 
needs to be a 

disposal. The 
loss of control 

is a signifi cant 
economic event 

that meets the IFRS 
5 requirements, and 

triggers the held-for-sale 

classifi cation, provided the 
other relevant criteria are 
met. This is regardless of 
whether the entity will retain 
a non-controlling interest in 
its former subsidiary after 
the sale. This means that 
the recovery of the carrying 
amount of non-current 
assets or disposal group has 
changed to a method other 
than continuing use. 

It is argued that the 
current objective of IFRS 5 is 
to capture non-current assets 
(or disposal groups) over 
which an entity is committed 
to lose control, irrespective 
of the form of the transaction 
other than abandonment. 
Additionally, the non-
current assets (or disposal 
group) must be available for 
immediate disposal, and it 
must be highly probable that 
the entity will lose control. 
The loss of control is a 

signifi cant economic event 
and information about the 
event helps users to assess 
the timing, amount and 
uncertainty of an entity’s 
future cashfl ows.

Another issue relates to 
whether an impairment loss 
recognised for a disposal 
group should be allocated 
to non-current assets in the 
group to the extent that it 
reduces the carrying amount 
of such assets to below 
their fair value less costs 
to sell. The Interpretations 
Committee has discussed 
this issue and noted that in 
determining the order of 
an impairment allocation 
to non-current assets, IFRS 
5 does not refer to IAS 36, 
Impairment of Assets, which 
states that an impairment loss 
for a CGU (cash-generating  
unit) should not reduce the 
carrying amount of an » 

through a sale transaction 
rather than through continuing 
use. The standard further sets 
out more detailed conditions 
that an entity has to meet 
within the context of a typical 
sale transaction. 

These conditions include: 
a commitment to a plan to 
sell the asset; the asset being 
available for immediate sale; 
and the sale being highly 
probable within a 12-month 
time period. When an asset is 
classifi ed 
as held for 
sale, the 
entity has 
to measure 
the asset 
at the lower 
of its carrying amount 
and fair value less costs 
to sell. At fi rst sight 
these conditions and 
accounting practices seem 
straightforward but several 
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asset below the 
highest of:

* its fair value less costs of 
disposal (if measurable)

* its value in use (if 
determinable)

* zero.
As a result, the Interpretations 
Committee has tentatively 
stated that IAS 36 does 
not affect the allocation of 
an impairment loss for a 
disposal group. However, it 
is still unsure as to whether 
the amount of impairment 
losses should be limited to: 
the carrying amount of the 
non-current assets measured 
under IFRS 5; the net assets 
of a disposal group; the total 
assets of a disposal group; or 
the non-current assets with the 
possible recognition of any 
liability for the excess. 

The interpretation of the 
definition of ‘discontinued 
operation’ has come under 
scrutiny, particularly with 
regard to the concept in IFRS 
5 of ‘separate major line of 
business or geographical area 
of operations’. IFRS 5 says that 
a discontinued operation is a 
component of an entity that 
either has been disposed of, 
or is classified as held for sale 
and meets certain conditions, 
two of which are part of a 

single coordinated 
plan, and that the 
discontinuance ‘represents 
separate major line of 
business or geographical area 
of operations’. 

This latter concept can 
be interpreted differently 
depending on how the entity 
determines its operating 
segments. Generally speaking, 
the disposal of a reportable 
segment will be the type of 
strategic shift that qualifies 
as a discontinued operation. 
The definition of discontinued 
operations is an area that the 
IASB has attempted to revise, 
but the issue has not yet 
been resolved. 

There are different 
practices as regards how 
transactions between 
continuing and discontinued 
operations are treated. 
Some entities eliminate the 
transactions in full without 
any adjustments, while others 
eliminate with adjustments 
to reflect how transactions 
between continuing or 
discontinued operations will 
be reflected in continuing 
operations going forward.

Finally, some entities 
do not eliminate such 
transactions. IFRS 5 attempts 
to address this issue by 

requiring an entity to 
‘present and disclose 

information that 
enables users of the 
financial statements 

to evaluate the financial 
effects of discontinued 
operations and disposals of 
non-current assets (or disposal 
groups)’.

The standard itself does 
address how to reflect 
the impact of transactions 
between continuing and 
discontinued operations, 
but some believe that IFRS 5 
requires adjustments to reflect 
the anticipated impact of the 
disposal to be included on the 
income statement itself rather 
than providing additional 
information in the notes. 

The Interpretations 
Committee discussed this 
issue and concluded that 
there were no requirements 
or guidance in IFRS 5 or 
IAS 1, Presentation of 
Financial Statements, in 

relation to the presentation 
of discontinued operations 
that could override the 
consolidation requirements 
in IFRS 10, Consolidated 
Financial Statements. At 
this point, the committee 
agreed that an entity was 
required to eliminate intra-
group transactions in full 
prior to determining the 
presentation of continuing 
and discontinued operations. 
However, subsequently the 
committee felt that this and 
other issues were too broad 
for it to address, which 
indicated that a broad-
scope project on IFRS 5 was 
necessary. 

Clarification
In 2013, IFRS 5 was amended 
to clarify the situation where a 
disposal group or non-current 
asset ceases to be classified as 
held for sale and is a subsidiary, 
joint operation, joint venture, 
associate or a portion of an 

interest in a joint 
venture or an 
associate (subsidiary 
et al). However, 
for a non-current 
asset (or a disposal 
group) that is not 
a subsidiary et 
al, ceasing to be 
classified as held 
for sale results in 
the inclusion of 
any measurement 
adjustment in profit 
or loss in the current 
period. 

The definition 
of discontinued 
operations is an  

area that the IASB 
has attempted to 

revise, but  the 
issue has not yet 

been resolved
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In contrast, if a change to a 
sale plan involves a subsidiary 
et al, then IFRS 5 requires 
retrospective amendments. 
Questions have arisen as to why 
there is inconsistency between 
the two treatments and whether 
retrospective amendment 
applies not only to measurement 
but also to presentation. The 
Interpretations Committee 
felt that the retrospective 
amendment should apply 
to both measurement and 
presentation aspects of financial 
statements but because there 
was no observable diversity in 
practice, it has not taken this  
any further. 

Another issue relates to a 
situation in which an impairment 
loss recorded for a disposal 
group that is classified as held 
for sale subsequently reverses. 
IFRS 5 requires the recognition 
of a gain for a subsequent 
increase in fair value less costs 
to sell of a disposal group.  
However, specifically, the 

question focuses on whether 
an impairment loss relating to 
goodwill can be reversed. 

Guidance on the reversal of 
an impairment loss for goodwill 
generally is set out in IAS 36, 
which states that an impairment 
loss recognised for goodwill 
should not be reversed in a 
subsequent period. IFRS 5 
includes multiple references to 
IAS 36 but omits any reference 
to the above requirement. By 
not recognising a reversal of an 
impairment loss for goodwill, 
it essentially means that the 
disposal group is seen as 
comprising separate assets and 
liabilities, which are subject 
to different measurement 
requirements within IFRS.

No consensus
If the disposal group is seen 
as a single asset or liability, 
then the recognition and 
measurement requirements 
should be applied to the 
disposal group as a whole, 

rather than the individual 
assets and liabilities. The 
Interpretations Committee 
has discussed this issue three 
times at its past meetings and 
could not reach a consensus.

Another issue is whether 
IFRS 5 applies to a disposal 
group that consists mainly, 
or entirely, of financial 
instruments. IFRS 5 states 
that financial assets are 
excluded from its scope for 
measurement purposes. This 
issue is particularly relevant 
where the disposal group is 
expected to be sold at a loss. 
In applying the requirement 
of IFRS 5, it is possible that 
the loss is recognised only 
when the sale effectively 
occurs and this conflicts with 
the measurement principles 
in IFRS 5, which require 
measurement at fair value less 
costs to sell at the date of a 
‘disposal group’ classification. 
The Interpretations Committee 
noted that this was another 

example of the IFRS 5 
measurement challenges.

Discontinuing a business 
operation or deciding to sell 
a major asset are important 
commercial events, which 
are likely to have a significant 
effect on an entity’s results 
and net assets. IFRS 5 can 
have a significant effect on a 
company’s profit or loss, the 
carrying values of its assets 
and on the presentation of 
results. Implementation of 
IFRS 5 can be a complex and 
time-consuming exercise with 
significant judgment required 
especially in the areas above. ■

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

For more information:

ifrs.org 
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Reporting

Corporate governance
The green paper Corporate 
governance reform is open 
until 17 February. Much of the 
discussion has surrounded 
executive pay and pay levels 
but there are many other areas 
highlighted. The consultation 
recognises that the UK is a 
world corporate governance 
leader and that this is attractive 
to many UK and international 
businesses and their investors. 
One of the key phrases is that 
the government wants to ‘build 
on these strengths and further 
enhance our competitiveness’. 

The other main area of 
suggested enhancement of 
corporate governance for 
public companies is best 
summarised by the question 
on how the UK can ‘strengthen 
the employee, customer and 
supplier voice at boardroom 
level’. The area impacting 
on private companies is 
how shareholders can hold 
directors to account. The 
green paper has sections on 
these suggested reforms and 
asks about improvements that 
combine high standards with 
low burdens for business. It also 
highlights the importance of 
non-executive directors, board 
training and representation.

Visit bit.ly/dbeis-ref.

Alternative performance 
measures
The Financial Reporting 
Council (FRC), in its review of 
the reporting of alternative 
performance measures (APMs), 
highlighted that company 
reporting needs to improve. 
One of the specifi c areas 
mentioned was the reporting 
of ‘restructuring costs’, with 
concern being expressed ‘over 
some of the items added back’. 

The FRC states that it will 
raise questions where:

* ‘Good explanations for the 
use of APMs and for any 
changes made in the APMs 
used, including changes in 
definition, are not provided. 

* Good explanations of why 
items have been excluded 
from adjusted measures of 
profit are not provided and, 
in particular, where an item 
is excluded from adjusted 
profit that we have not 
seen others exclude. 

* A description such as 
non-recurring is used and 
that description does 
not appear to apply in 
the circumstances. 

* There is no discussion 
of either the IFRS results 
themselves or of the 
adjustments made to 
those results to arrive 
at adjusted profit. 

* The IFRS results are not 
highlighted at an early 
point in the narrative.’

Visit bit.ly/frc-apm.

Tax 
 

Notice and guidance 
update
VAT Notice 733: Flat Rate 
Scheme for small businesses 
replaces a notice of the same 
name from May 2013. The 

changes include signifi cant 
paragraphs on ‘special rules’ 
that apply as the ‘limited cost 
trader’ changes come into 
force. The special rules are 
in separate paragraphs and 
apply when invoices are issued 
or payments made or received 
through a transitional period. 

For example, in the 
section Special rule for certain 
invoices issued or payments 
received after 23 November 
2016 and before 1 April 
2017, several examples show 
how services supplied will 
need to be spread over the 
period. One transaction that 
is covered by this guidance 
is where a professional issues 
an invoice for services over 
a period for an agreed fee. 
The guidance states ‘Example 
2: You issue an invoice for 
£10,000 on 1 December 2016 
for services to be performed 
in February 2017, March 2017, 
April 2017 and May 2017. 
The work is spread evenly 
over the four months. You 
need to apportion the invoice 
amount between the services 
performed before 1 April 2017 
and the services performed on 
or after 1 April 2017. You must 
therefore include £5,000 in 
your VAT return for the period 
in which 1 December 2016 
falls and £5,000 in your return 
for the period in which 1 April 
2017 falls.’

VAT Notice 700/1: should 
I be registered for VAT? 
replaces a notice of the same 
name from September 2016 
with the following changes 
being highlighted: 

* ‘The introduction of new 
powers which enable HM 
Revenue and Customs 
(HMRC) to hold an online 
marketplace jointly and 

severally liable for VAT 
owed by an overseas seller 
that’s selling goods in the 
UK via that marketplace

* The power to direct some 
non-established taxable 
persons (NETPs) to appoint 
a VAT representative who 
is based in the UK and is fit 
and proper.’

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

HMRC update
Agent Talking Points are 
weekly online digital meetings 
aimed at tax agents. The 
January meetings will cover 
losses, basis periods, capital 
allowances and paying HMRC. 
A list of current and past 
webinars is at bit.ly/talk-hmrc. 

HMRC service 
availability
Occasionally, during the 
January rush, you may 
encounter service issues 
with HMRC or receive 
unexpected emails purporting 
to come from HMRC. You can 
check on service availability 
and issues at bit.ly/hmrc-
service and see phishing 
emails at bit.ly/hmrc-phish.

Apprenticeship levy
The Skills Funding Agency 
has issued Apprenticeship 
technical funding guide 
for starts from May 2017. 
It applies to England and 
contains details of how the 
apprenticeship model will work 
for those making payments 
under the levy and those 
employers who are not subject 
to the levy. To cut through 
some of the detail, an example 
of calculating payments is 
included. Extractions from the 
guidance showing the » 

Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly roundup of the 
latest developments in audit, fi nancial reporting, tax and law
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There were a number of headline 
announcements, reductions in future 
corporation tax rates, increases in basic and 
higher rate thresholds and the move of the 
Budget from spring to autumn, with both this 
year. Below is a selection of announcements with 
a little more detail. See also page 56.

Changes to the VAT flat rate scheme – who 
is affected? 
The existing VAT flat rate scheme (FRS) is 
designed as a simplified accounting scheme for 
businesses with a turnover no more than £150,000 
a year, excluding VAT. Currently businesses 
determine which flat-rate percentage to use 
by reference to their trade sector. The changes 
will impact from April 2017, with businesses 
determining whether they meet the definition 
of a limited cost trader. The point of this change 
is that, if affected, these businesses will need to 
apply a new, higher flat-rate percentage.

The following definition of a limited cost 
trader (LCT) is from the HMRC technical note, which states 
that an LCT ‘will be defined as one whose VAT inclusive 
expenditure on goods is either:

* less than 2% of their VAT inclusive turnover in a prescribed 
accounting period

* greater than 2% of their VAT inclusive turnover but less 
than £1,000 per annum if the prescribed accounting 
period is one year (if it is not one year, the figure is the 
relevant proportion of £1,000)’.
You can see the full note at bit.ly/hmrc-frs.

Chancellor announces restrictions to salary sacrifice regime
The government has been concerned by the use of salary 
sacrifice arrangements and, following consultation, the 
Chancellor stated that the majority of employees are taxed 
on a cash salary, but that some who sacrificed part of their 
salary for benefits in kind pay less tax and national insurance, 
and the Treasury wants to reduce the difference between 
the two. This means BIK made in conjunction with a salary 
sacrifice arrangement will be valued for tax purposes at the 
higher of the current value or cash foregone. 

It has been announced that general arrangements in 
place before April 2017 will be protected until April 2018, and 
arrangements for cars, accommodation and school fees will 
be protected until April 2021.There were references to a few 
benefits that may not fall under the proposed treatment but 
it seems likely that medical insurance, workplace car parking 
and mobile phone contracts will fall under the new treatment.

Shareholder agreements
The Chancellor announced that income tax and captial gains 
tax reliefs were no longer available for companies making 
new employee shareholder agreements and individuals 
who have been offered, but have not accepted, employee 
shareholder status. 

The announcement states that ‘The measure removes the 
income tax reliefs on the receipt or buy-back of shares issued 
to an employee under an employee shareholder agreement 
made on or after 1 December 2016. It also removes the 
capital gains tax (CGT) exemption relating to shares received 
as consideration for entering into an employee shareholder 
agreement on or after the same date.’ 

Legislation will be introduced in the Finance Bill 2017 and 
you can see the draft clauses at bit.ly/tax-share.

Reform of termination payments
The reform applies to 2018/19, with a new section 402, which 
determines the treatment of payments. This introduces a 
tightening of the rules regarding termination payments 
and alignment of the income tax and NIC treatment. Draft 
Finance Bill 2017 clauses are open for comment until 1 
February. See bit.ly/term-draft.

Making Tax Digital
Finally, although there were no major Making Tax Digital 
(MTD) announcements in the Autumn Statement there was 
a small but concerning mention. The Office for Budget 
Responsibility’s Economic and Fiscal Outlook Report 
highlighted that HMRC has reported progress in delivering 
MTD and that it is ‘broadly on track’. You can see the 
paragraph in full at A.32 in the report. Read the ACCA reply 
to the consultation at bit.ly/ACCA-policy. 

We have also taken the opportunity, following the 
closing of the consultation, to send letters on your behalf 
to ministers and a large number of MPs. We will continue 
to keep you informed and will provide updates on HMRC’s 
commentary on the consultation outcome. Once again, thank 
you to all the members who have kept, and who continue 
to keep, us informed. Many practitioners have already been 
warning clients of the consequences of MTD.

Autumn Statement
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example scenario used are 
reproduced below:

* ‘The employer engages 
a provider to deliver a 
19+ apprenticeship with 
a maximum band value of 
£15,000. 

* The employer negotiates a 
total price for training and 
assessment of £16,000. 

* The planned duration for 
the apprenticeship is two 
years (or 24 months). 

* The apprenticeship is not 
eligible for any additional 
payments. 

* We assume that the 
employer has used the 

digital apprenticeship 
service to authorise funding 
for the apprentices, and the 
ILR [individualised learner 
record] has matching data 
for each apprentice.’

The following is highlighted: 

* ‘The total price is above the 
band limit, the maximum 
that can be paid from a 
digital account is £15,000. 
This is also the maximum 
we will co-invest towards. 
This means that the 
employer is responsible for 
paying the £1,000 above the 
band limit, in addition to 
any co-investment or funds 

paid from a digital account.

* ‘The earnings are 
calculated and profiled 
based on £15,000. We 
will retain 20% (or £3,000) 
of this amount until the 
apprenticeship has been 
completed. This leaves 
£12,000 profiled equally 
over 24 months.’

The guide states that the 
monthly payments to the 
provider are: 

* ‘Scenario A – The 
employer pays the levy 
and has sufficient funds 
in their digital account 
to cover the costs of 
training.100% of the 
monthly instalment is used 
from the digital account. 
We will not co-invest, so 
£500 is debited from their 
digital account. 

* Scenario B – The 
employer does not pay 
the levy. We will co-invest 
90%, and the employer 
pays 10%. This means we 
will pay £450 monthly and 
the employer pays £50 to 
the provider. 

* Scenario C – The 
employer pays the levy, 
but has insufficient funds 
in their digital account. 
The funds in the employer’s 
digital account are used 
first. For the remaining 
amount, we will co-invest 
90%, and the employer 
pays 10%.’ 

You can find the guide at bit.
ly/sfa-app-guide.

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. A number of 
employers paying the levy may 
need to consider how they 
should treat the levy payment. 
Should the 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 
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 
different treatments for 
employees in England, Wales, 
Northern Ireland and Scotland. 

Professional body fees
HMRC has published its yearly 
reminder that professional 
body and learned society fees 
not paid for by an employer 
can be claimed for tax relief 
purposes if you must have that 
membership to do your job or 
it is helpful for your work. 

ACCA is listed as ‘Chartered 
Certified Accountants, 
Association of | ACCA’ in the 
document at bit.ly/hmrc-prof.

Client notification 
obligations 
The International Tax 
Compliance (Client 
Notification) Regulations 
2016 (SI 2016/899) amend the 
previous 2015 regulations 
and require certain financial 
institutions and professional 
advisers to contact their UK 
tax resident clients who have 
overseas income and assets. 
HMRC states that financial 
institutions and advisers falling 
under the obligations should:

* notify clients about 
information HMRC will 
receive under automatic 
exchange of financial 
information agreements 
with more than 100 
jurisdictions

* remind clients of their tax 
obligations

* highlight how clients can 
make a disclosure

* warn clients about the 
increasing penalties 
and possible criminal 
prosecution if they fail to 
declare offshore assets.

The obligation is placed on 
financial institutions and also 
individuals and companies 
who provide advice or services 
to individuals relating to 
offshore accounts, income or 

Scottish Budget

The Scottish Budget took place on 15 December and was 
the first where the powers under the Scotland Act 2016 had 
an impact. Devolved income tax-raising 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. 

Changes in the Scottish government’s block grant will 
continue to be determined via the Barnett Formula. It has 
been adjusted by devolved and assigned revenues, as 
has been expenditure on welfare. In very simple terms this 
ultimately means that Scotland will receive more money if it 
outperforms the rest of the UK or less if it does not.

The agreement between the Scottish Government 
and the United Kingdom Government on the Scottish 
Government’s fiscal framework highlights the current 
arrangements and states that they will remain in place until 
after the UK and Scottish Parliament elections in 2020 and 
2021. They will then be subject to a review, which will be 
‘informed by an independent report with recommendations 
presented to both Governments by the end of 2021’. 

You can read ACCA’s comments on the Budget at bit.ly/
ACCA-scotland.
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assets. These ‘specified’ firms 
and individuals are required 
to identify those clients 
falling within the legislation 
and send notifications in 
the form prescribed by the 
regulations to them on or 
before 31 August 2017.

Consultations
A number of consultations 
have been issued and close 
during February. For example:

* Simplifying the Gift Aid 
donor benefits rules is 
open until 3 February. This 
is a follow-on consultation 
based on the replies 
received to the initial one. 
It’s highlighted that the 
basic aim still remains, 
which is to simplify the 
claiming of Gift Aid. It’s also 
highlighted that a relevant 
value test is still considered 
desirable, with a number of 
options being explained. 

* Reducing the money 
purchase annual allowance: 
consultation has been 
issued and is open for 
comment until 15 February. 
It proposes to reduce the 
money purchase annual 
allowance from April 2017. 
It states that ‘once a person 
has accessed pension 
savings flexibly, if they 
wish to make any further 
contributions to a defined 
contribution (DC) pension, 
tax-relieved contributions 
are restricted to a special 
money purchase annual 
allowance (MPAA).’

The consultation states: 
‘Since April 2015, on reaching 
normal minimum pension age, 
currently 55, a person can 
access their pension flexibly 
and continue to save into a 
pension. However, the risk of 
acting against the spirit of the 
system remains and the MPAA 
was introduced and set at 
£10,000. 

The proposal is that from 
April 2017 the MPAA would be 
set at £4,000.

Tackling offshore tax 
evasion: a requirement to 

notify HMRC of offshore 
structures and Scope of VAT 
Grouping are open until 
27 February.

You can see these and 
other consultations at bit.ly/
hmrc-cons.

Export

Business risk and 
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. See 
bit.ly/fco-update.

The Department for 
International Trade (DIT) 
has updated many of the 
previously issued UKTI 
guides – exporting country 
guides – and has issued a 
series of detailed guides to 
assist businesses. They contain 
sections that consider start-up, 
legal, and tax and customs 
issues. It is welcome that more 
detailed guides are being 
issued. Such guidance has 
been issued for:

* China

* France

* Germany

* India

* US.
The guidance can be seen at 
bit.ly/dit-guide.

IP protection
The IP protection abroad 
country guides for Brazil 
and Turkey have been 
updated. They provide 
users with overviews of the 
intellectual property rights 
that exist (including registered 
rights, patents, trademarks, 
design and copyright), laws, 
treaties and agreements, 
protection methods, trade 
secrets, non-disclosure 
agreements and enforcement 
and dispute resolution.

Visit bit.ly/ip-abroad.

Law

Landlords
Updated ‘right to rent’ 
guidance has been issued, 
reinforcing that landlords or 
agents in England ‘could be 
charged with a criminal offence 
if they know, or have reasonable 
cause to believe, that they are 
letting to an illegal migrant’. 
The guidance includes a 
printable checklist that agents 
on behalf of landlords or 
landlords should consider 
completing: visit bit.ly/ho-rtr.

Anti-money laundering
The Transposition of the EU 
Fourth Money Laundering 
Directive and its consultations 
are under way. One of the areas 
that was the subject of a recent 
discussion paper surrounds 

corporate transparency 
and Article 30. The paper 
highlighted that Article 30 
requires ‘that EU Member 
States hold adequate, accurate 
and current information 
on beneficial ownership of 
corporate and other legal 
entities incorporated within 
their territory in a central 
register, and that such 
information should be made 
available to specific authorities 
and organisations across the 
EU’. It was also highlighted 
that the existing UK People 
with Significant Control 
(PSC) regime meets these 
requirements ‘but that some 
amendments and additions 
may be needed’. 

The principal areas 
highlighted for possible 
amendment include:

* an increase in the number 
and type of entity that 
would be required to 
maintain PSC information

* the directive’s definition of 
a ‘beneficial owner’ and the 
information that needs to 
be collected 

* the directive’s requirements 
that the quality of that 
information should be 
‘adequate, accurate 
and current’.

Following any outcome we 
will update the existing PCS 
information and guidance at 
bit.ly/acca-own. ■

Alcohol 

Businesses selling alcohol to 
other businesses need to be 
registered under the Alcohol 
Wholesaler Registration Scheme 
(AWRS) and, where they have 
applied before 1 April 2016, 
they should know the outcome 
before 1 April 2017. From 1 April 
2017, buyers will need to check 
if their wholesaler is registered. 
Government guidance 
highlights that failure to register 
may result in a fine for trading 
illegally. Further guidance can 
be seen at bit.ly/gov-awrs.
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Complexity and cliff edges
The introduction of untapered tax bands for savings and dividends income has ramped 
up tax system complexity, while a big income tax shake-up looks to be on the cards

The Brexit vote, the 
Finance Act 2016 and the 
draft Finance Bill 2017 
have introduced a number 
of complexities and 
uncertainties for anyone 
considering how to structure 
a business and distribute or 
retain its profits. Changes 
to savings and dividends 
taxation merit careful 
examination, and several 
recent initiatives may have 
an impact on tax policy.

Savings income
The savings allowance 
announced in the March 2015 
Budget makes the first £1,000 
of savings income for basic 
rate taxpayers, and the first 
£500 for higher-rate taxpayers, 
tax-free from 2016/17. The 
allowance is not available to 
additional-rate taxpayers.

Section 4 of the Finance 
Act 2016 introduces the 
savings allowance and a 
savings nil rate. Savings 
income is defined in section 
18 of the Income Tax Act 2007 
and includes interest. A new 
section – 12A – of that act 
determines how much of a 
person’s income is charged at 
the savings nil rate.

The abolition of tax 
deduction at source means 
that while some taxpayers 
now need to report to HMRC 
interest that used to be taxed 
at source, non-taxpayers no 
longer have to register for 
gross interest. But as the 
House of Lords economic 
affairs committee has noted, 
these changes ‘do nothing to 
simplify the tax system in the 
technical sense’. If anything, 
the committee suggested last 
March, they add complexity 
by introducing ‘cliff edges’ 
where entitlement falls from 
£1,000 to £500, and from £500 
to nothing.

The Chartered Institute of 
Taxation’s Low Incomes Tax 
Reform Group has pointed 
out that a £1 increase in 
income for someone at 
the top of the basic-rate 
tax band can produce an 
additional liability of £100 (see 
bit.ly/LITRG-cliff-edge). LITRG 
also noted the interaction 
between the savings nil rate 
and the existing 0% starting 
rate for savings as another 
source of complexity. 

Responding to these 
concerns during the Finance 
Bill 2016 debates, the 

government 
argued that 
trying to address 
the cliff-edge 
problem would 
add a degree 
of complexity 
that would be 
‘unfortunate and 
disproportionate’.

Dividends
The dividend 
tax credit was 
abolished and 
replaced from 

April 2017 by a new dividend 
allowance and new rates of 
income tax on dividends in 
excess of the allowance.

The Lords committee 
observed that, as salary 
and dividends are treated 
differently for tax and national 
insurance purposes, it had 
become routine for many 
private companies including 
personal service companies to 
adopt ‘tax-minimising profit 
extraction’. In addition, while 
there are several non-tax 
reasons for incorporating a 
business, many self-employed 
individuals opt for ‘tax-
motivated incorporation’, and 
the government’s reforms are 
largely driven by the need to 
stem the loss of revenue.

Section 5 of the Finance 
Act 2016 inserts section 13A 
into the Income Tax Act 2007. 
It sets out complex rules to 
determine how much income, 
up to £5,000, is charged at the 
dividend nil rate. 

Broadly, dividends above 
£5,000 that fall within the 
basic-rate band are charged at 
7.5%, those that fall within the 
higher-rate band are charged 
at 32.5%, and those that fall 

A sensible strategy 
to avoid paying 
more tax would 

be to consider 
limiting dividends 

and retaining 
more profit in 
the company

within the additional-rate 
band are charged at 38.1%. 
There is no tax credit. The 
term ‘allowance’ is misleading 
because income charged at 
the nil rate may use up part 
of the basic-rate band (see 
example, in panel).

Profit extraction
Chas Roy-Chowdhury, head 
of taxation at ACCA, says 
that for someone running a 
small business and seeking to 
avoid paying more tax than 
before under the new regime, 
a sensible strategy would be 
to consider limiting future 
dividends and retaining more 
profits in the company. ‘Those 
profits could be realised in the 
future as capital gains, taxable 
at a lower rate than income,’ 
he explains. It is important, he 
adds, to bear in mind current 
uncertainties about tax policy, 
especially in the light of Brexit.

In particular, taxpayers 
should consider the following:

* The corporation tax rate, 
currently 20%, will fall to 
19% in April 2017 and 17% 
in April 2020. Further cuts 
in the wake of the Brexit 
vote are possible. A ‘secret 

Example of dividend nil rate application

Earnings
Dividends

Personal allowance
Taxable income 2016/17

Non-savings income 20%
Dividend nil rate 0%
Dividend ordinary rate 7.5%
Dividend upper rate 32.5%

Taxable
£25,000

£5,000
£2,000
£3,000

£35,000

£36,000
£10,000
£46,000
£11,000
£35,000

Tax
£5,000

£0
£150
£975

£6,125
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plan’ to cut the 
rate to 10% 
was floated 
by the prime 
minister’s 
closest 
advisers 
as ‘a card 
that the UK 
can play’ in the 
Brexit negotiations, the 
Sunday Times reported 
in October. But in the 
Autumn Statement on 
23 November, chancellor 
Philip Hammond merely 
confirmed the rate will fall 
to 17% by 2020, ‘by far 
the lowest overall rate of 
corporate tax in the G20’.

* The government continues 
to work with the Northern 
Ireland Executive on 
introducing a Northern 
Ireland rate of corporation 
tax. According to a 
5 December policy paper, 
the draft Finance Bill 
2017 includes 
changes aimed 
at giving all 
small and 
medium-

sized enterprises 
trading in 
Northern 
Ireland the 
potential to 
benefit from 

the regime.

* The draft 
Finance Bill includes 

controversial changes 
to the IR35 regime for 
workers’ services provided 
to the public sector via 
intermediaries.

* The 
government 
has 
indicated 
that it will 
respond 
to the 
recent 
Making 
Tax Digital 
consultations, and 
publish draft legislation 
for the Finance Bill 2017 

in January 2017. The 
proposals include 

measures, such 
as reform of 
the basis 
period rules, 

to simplify tax for 
unincorporated businesses.

A series of reviews announced 
in the autumn may prompt 
changes to taxation of small 
business profits. Noting that 
technology is changing how 
people work, Hammond said 
the government will consider 
how to ensure ‘the taxation of 
different ways of working is fair 
between different individuals, 
and sustains the tax base as 

the economy undergoes 
rapid change’. The 

Office for Budget 
Responsibility had 
highlighted the 
growing cost of 
incorporation to 
the exchequer.

Matthew 
Taylor, chief 

executive of the RSA 
thinktank, is leading a 

review to consider whether 
definitions of employment 
status need to be updated, 

and will advise the government 
how employment practices 
need to change to keep pace 
with the gig economy. 

A House of Commons 
business, energy and industrial 
strategy committee inquiry 
into ‘the future world of work’ 
will focus on ‘the rapidly 
changing nature of work, and 
the status and rights of agency 
workers, the self-employed, 
and those working in the gig 
economy’. And a second call 
for evidence to a treasury 
committee inquiry into UK 
tax policy has asked for views 
on the impact of reducing 
corporation tax rates and of 
the new dividend tax regime.

The outcome of these 
initiatives may not be known 
for some time, and tax 
planners will need to keep an 
eye on developments. ■

Andrew Goodall is a tax 
journalist

For more information:

See HMRC guidance on the new dividend tax regime at 
bit.ly/div-tax
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A virtuous circle?
Does the UK economy actually need corporation tax, or can the books be  
balanced, and prosperity created, by doing away with it altogether?

In his Autumn Statement, the 
chancellor of the exchequer 
Philip Hammond confirmed 
his predecessor’s intention 
to cut corporation tax from 
its current 20% rate to 17% 
by 2020. Not only would 
this give the UK the lowest 
rate of all the G20 countries, 
it will represent a cut of 
11 percentage points in 
corporation tax since 2010.

But why stop at 17%? If 
the US president Donald 
Trump delivers on his promise, 
the headline rate of federal 
corporate tax in the US will 
be slashed from 35% to 15%, 
while Ireland’s rate remains at 
a very competitive 12.5%. If 
the UK government is serious 
about maintaining, or indeed 
improving, its competitive tax 
regime, both in the run-up 
to leaving the EU and its 
subsequent departure, should 
the chancellor look at big cuts 
in the future or even scrap 
corporation tax altogether?

Axe the tax!
This idea was recently put 
forward by two economic 
thinktanks: the Adam Smith 
Institute (ASI) and the Institute 
of Economic Affairs (IEA). 

In its report 
Rebooting Britain, 
the ASI called for 
corporation tax to 
be scrapped. ASI 
president Madsen 
Pirie argues there 
is a false belief that 
corporation tax is 
paid by companies. 
The reality, 
according to Pirie, 
is that company 
employees, their 
customers and 
shareholders pay 
the tax. 

Without corporation tax, so 
the argument goes, business 
would have more money to 
distribute to shareholders in 
dividends, to raise the pay 
of their employees, and to 

keep prices down for their 
customers. Although the 
government would forgo 
the amount it receives in 
corporation tax, it would have 
a bigger income tax take 
from the higher dividends 
and increased wages, and 
more VAT revenue from the 
extra spending power that 
lower prices would put into 
customers’ pockets.

And corporation tax is just 
one of 20 taxes that the IEA 
would like to see the back 
of as part of a move, it says, 
to bring the UK’s tax system 
into the 21st century. Diego 
Zuluaga, financial services 
research fellow at the IEA, 
says: ‘Economic theory and 
evidence have increasingly 
shown corporation tax to be 

‘It is a fiction that 
it is companies 

rather than 
people – workers, 

shareholders, 
consumers – who 

bear the tax’

one of the most inefficient 
ways of raising government 
revenue. Yet, partly due to 
the fiction that it is companies 
rather than people – workers, 
shareholders, consumers – 
who bear the tax, meaningful 
reform has proven elusive.’

The IEA suggests replacing 
corporation tax with a tax 
on earnings distributed to 
shareholders. This would 
eliminate distortions in 
company behaviour caused 
by corporate income tax 
and shift the tax base from a 
relatively mobile entity (the 
company) to a less mobile 
one (the individual), reducing 
avoidance opportunities.

‘There is some merit in 
considering a zero rate of 
corporation tax,’ says ACCA 
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head of taxation Chas Roy-
Chowdhury. ‘This has been 
on the cards for some time, 
with a race to the bottom as 
corporation tax rates have 
come down.’

Squaring the circle
But he warns that 
corporation tax brings in 
billions in revenue for the 
UK government, so there 
would be a need to ‘square 
the circle’. Additional PAYE 
and VAT revenue could 
compensate for the move, 
but it is easier said than done. 
‘How would you fill the gap 
– would you put up another 
tax?’ he asks. 

Much would depend 
on economic modelling. If 
scrapping corporation tax 
had the desired effect of 
improving economic growth, 
then the yield from other taxes 
would rise, avoiding the need 
to raise their rates.

Even the current policy of 
reducing the headline rate of 

corporation tax is predicted 
to have a positive 

effect on tax receipts. 
According to the 
Office for Budget 
Responsibility, 
in 2015/16, 
corporation tax 
raised some 
£44.4bn. This is 
forecast to grow to 

£50.6bn by 2017/18, 
and then £54.2bn in 

2020/21, the period 
when the rate is expected 

to fall to 17%.
But Roy-Chowdhury warns 

that the UK economy is in 
a very uncertain situation 

following the vote to leave  
the EU. ‘It is very difficult to  
do the economic modelling  
at the moment,’ he says.

The idea of abolishing 
corporation tax is by no means 
a new one. The 2020 Tax 
Commission – a joint project 
between the TaxPayers’ 

Alliance and the Institute of 
Directors – in 2012 came out in 
favour of replacing the tax with 
a tax on income distributed 
from capital. The commission 
also wanted to see another 
seven taxes axed, including 
capital gains tax, stamp duty 
land tax and inheritance 
tax, as well as employer 
and employee national 
insurance contributions.

Lack of appetite
Ironically, though, 
there doesn’t appear 
to be huge appetite 
for abolition among 
the organisations that 
actually have to pay the 
tax. PwC recently asked 

a selection 
of business 
leaders what 
their views 
on tax policy were 
as the UK headed 
towards its divorce 
from the EU.

These leaders 
said they did not 
see corporation 
tax as a defining 
feature of tax 
policy, and the 
study found 
there was limited 
demand even for 

cutting the rate further.
According to the study, 

the majority of businesses 
(71%) believe that corporation 
tax should either stay at 
20% or not go below the 
17% slated for April 2020. 
Although some participants 
did support a much lower rate 
to attract inward investment, 
the consensus was that the 
current rate was sufficiently 
competitive and that  
further reductions might  
give a misleading impression  
of businesses’ role in the  
tax system.

Kevin Nicholson, head of 
tax at PwC, says: ‘Businesses 
large and small recognise 
the benefits of a competitive 
corporation tax rate, but it’s 
not the be-all and end-all. 

There comes a point when 
rate cuts have diminishing 
impact and can send 
unhelpful messages about 
business’s contribution, even 
though corporation tax is 
just one of the taxes that 
business bears. Businesses 

think that there should be 
more focus on the taxes that 
generate the most revenue, 
such as national insurance 
contributions and VAT.’

However, in the aftermath 
of the Autumn Statement, 
PwC international tax partner 
Stella Amiss recognises the 
importance of corporate 
tax rates for overseas 
investors. ‘While many 
domestic businesses are 
apathetic about further 
cuts to corporation tax, 
for international investors 
the headline rate is deeply 
significant,’ she says. ‘The 
inbound companies we 
speak to say it makes a big 
difference to their investment 
decisions.’ She urges the 
chancellor to revisit the 
government’s business tax 
roadmap in the spring. ‘UK 
competitiveness needs to be 
front of mind,’ she says.

But given the sensitivity 
to public perceptions of 
the government and the 
corporate world, there 
seems little chance that 
corporation tax will be 
scrapped any time soon. ■

Philip Smith, journalist

‘Many domestic 
businesses are 

apathetic about 
further cuts to 

corporation tax, 
but for global 

investors the rate 
is significant’
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The view from
Muhammad Nadeem FCCA, founder of SigmaTen 
Accounting Services, who loves a challenge

I studied for CAT (certifi ed accounting 
technician) and then the ACCA 
Qualifi cation in Pakistan. I became an 
affi liate at 19.

After moving to London I joined a 
family-run property business. It was a 
good opportunity to learn the practical 
side of accountancy. I persuaded the 
business to do its accounts and reports 
online rather than in Excel and to 
implement QuickBooks. 

I then moved to Scottish Widows in 
Edinburgh. With 300 staff and £6bn 
in funds, the scale was very different. I 
managed an operations accounting team.
 
I was promoted to senior fund 
accountant and was presenting up to 

board-level. After being complimented 
for ‘one of the cleanest audit fi les ever 
seen’ for a complex property fund, I 
realised that the broad knowledge and 
foundations the ACCA Qualifi cation had 
given me was beginning to pay off.

After a spell with Axa Real Estate in 
London implementing SAP, I returned 
to Edinburgh and joined RBS’s fi nancial 
reporting team. We were analysing 
numbers in the billions and making sense 
of them under the required standards. 

With a young family I needed more 
fl exibility and started my own business 
– SigmaTen. We provide real-time 
management information and support for 
SMEs in the property sector. Our clients 
have assets of around £150m and turnover 
of over £5m. The real-time aspect is key – 
understanding what the data means and 
acting quickly can have a real impact.

Technology lets us benefi t hugely from 
a low-cost offshore base. The base is 
in Lahore and connected with our clients 
via online collaboration tools, desktop 
sharing and chat, etc. I focus on building 
relationships with clients. 

Post-Brexit the sentiment is that cost 
pressures on businesses might go up. 
Sterling’s collapse has resulted in a 20% 
rise in the operating costs of my business 
in Lahore, but I expect this to correct 
over time. The benefi ts of operating 
offshore are still signifi cant, but our model 
will need to evolve, as technological 
developments will increase automation.

You have to take failure on the chin. I’ve 
always loved challenges. You have to learn 
from your mistakes – it will stand you in 
good stead.

As an entrepreneur it is hard to switch 
off. You have to be passionate about your 
business and it becomes all-consuming – 
but in a good way! I enjoy camping and 
experiencing some of Scotland’s beautiful 
scenery in my downtime. ■

Understanding 
what management 

data means in 
real-time and 

acting quickly can 
have a real impact 

for businesses

Snapshot: agriculture

Food and agribusiness constitute 
a US$5 trillion global industry that 
is only getting bigger. If current 
demographic trends continue, 
by 2050 crop demand for human 
consumption and animal feed will 
at least double. 

The many challenges facing 
the sector include climate change, 
market volatility, fl uctuating 
exchange rates and reliance on 
subsidies. Recent years have seen 
growing volatility in commodity 
markets, prompted by events such 
as droughts in the US and Russian 
sanctions. In Europe, many farmers 
would go out of business without 
EU subsidies; in the UK the vote 
to leave the EU has created huge 
uncertainty for the sector. 

The sector is undoubtedly 
attractive to accountants. Part of 
what makes farming unique is its 
structure – over 90% of the UK’s 
142,000 farm businesses are sole 
traders or family partnerships. In 
other parts of the world, substantial 
changes in food production over 
the past 40 years have seen mega-
farm operations moving in where 
formerly a multitude of diverse 
farming operations of varying sizes 
would cover rural communities. 

A little specialist fi nance 
knowledge goes a long way in the 
sector. Accountants have a key role 
to play in advising on both income 
and corporate taxes, as well as 
exit planning.  

Keith Halstead, partner at Kingston 
Smith
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Spread the digital magic
The need for diversity on boards is recognised. Not so the need for digital abilities, 
which remain stubbornly siloed in IT departments, says Steve Giles

Promoting diversity to improve 
boardroom performance continues to 
attract much discussion. Last year saw 
important developments: feedback 
from the Financial Reporting Council 
(FRC) on its consultation on succession 
planning, the Hampton-Alexander 
review on women in senior leadership 
positions, and the Parker report into 
ethnic diversity on UK boards. But 
other analyses highlighting skills gaps, 
especially digital competence, have 
received less attention. Given the 
importance of technology as a driver 
for business strategy and innovation, 
are we missing the obvious?  

In fairness, awareness of the need for 
effective board engagement with the 
digital revolution is growing, and more 
technologists are appearing at senior 
manager level and in the boardroom. But 

research indicates that progress is slow, 
thereby putting business performance 
and security at risk. 

Anecdotal evidence supports the 
research. A friend of mine, working 
on a consulting project for a FTSE 100 
company, told me that the CEO recently 
asked how many of his company’s top 300 
managers had the skills to drive a tech-led 
business transformation. The answer came 
back: no more than half a dozen.

Dangers of groupthink
Diversity of directors – or, rather, the 
lack of it – has been a hot governance 
topic in recent years. Much of the poor 
decision-making during the financial 
crisis is now attributed to groupthink 
arising from overly homogeneous views 
in the boardroom and a lack of vigorous 
challenge and debate.

Improving gender diversity was 
the immediate priority post-crisis. The 
original target set by the Davies report 
of doubling the proportion of women on 
FTSE 100 boards to 25% by 2015 (from 
only 12.5% in 2010) has been exceeded. 
Then last year’s Hampton-Alexander and 
Parker reviews addressed gender balance 
and ethnic diversity in FTSE leadership 
positions as business imperatives, 
complementing the FRC’s recent work on 
succession planning. 

The FRC’s 2016 statement resets the 
framework for executives and non-
executives, and encourages succession 
planning to be aligned with company 
strategy. The conclusion is clear – effective 
planning for board renewal is crucial to 
long-term success. There is, however, no 
guidance on the competencies needed 
for success in the digital age.
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Digital drivers 
Understanding (and exploiting) new 
technologies is essential for both 
survival and success today. Seamless 
digital engagement with stakeholders 
is a baseline business requirement and 
competition is growing everywhere. 

Take two examples: fintech businesses 
are challenging traditional banks with 
their innovative approach (peer-to-peer 
lending, digital payments, blockchain 
technology, biometrics and cybersecurity); 
and Google and Facebook generate 
huge advertising incomes from 
digital marketing, while the revenue 
of newspapers from traditional print 
advertising has fallen dramatically. Cyber-
crime threats are also clear to everyone, 
while online resilience is a growing priority 
for most businesses. 

A recent seminar for digital executives 
left me with two strong impressions. First, 
although all the attendees were highly 
intelligent with impressive achievements, 
none had experience of working as 
non-execs, and so were not using their 
skills to shape the digital agenda in other 
companies. Second, they typically worked 
within specialist silos in their businesses 
and had limited strategic impact as a 
result. In both cases, this amounts to a 
missed opportunity. 

Various reports in 2016 highlighted 
gaps in digital expertise at the top of 
large businesses:  

* Research by technology consultancy 
Calastone showed a rise in 
technologists at the top, although the 
numbers remain low: four specialist 
technology professionals on FTSE 100 
boards (up from two in 2011) and 24 on 
executive committees (four in 2011).

* The consultancy People Tech also 
highlighted a lack of digital focus 
at senior levels in the FTSE 100: 
only 2% have a chief digital officer 
or equivalent on the board, while 
5% have a CDO on their executive 
committee. The analysis extends to 
the FTSE’s AIM 100 index, where the 
number of CDOs is even lower. The 
explanation for the low AIM figure 
is that most AIM companies are run 
by digital natives and have a digital 
mindset embedded throughout the 
business – that reduces the need for 
integration at a senior level. 

* A report from recruitment business 
Amrop maps the digital competencies 
of the boards of over 100 of the largest 
companies in Europe and the US. It 
finds that only four have a designated 
technology/digital committee.

* Executive search firm MWM Consulting 
reports that boards continue to be 
dominated by individuals aged mid-50s 
to mid-60s. Indeed, the average age of 
boards in the UK and US is rising.

Redressing the balance
Here are five suggestions for maximising 
board performance in the current 
challenging conditions: 

* Improve succession planning. Aim 
for a board with sufficient diversity 
to promote constructive debate and 
optimal decision-making. Gender and 
race are important components, and 
so too are broad experience and skills, 
including digital.

* Focus on people who can contribute 
to the wider board debate. A good 
non-executive needs to be a rounded 
business person who can communicate 
effectively and add value in other 
areas. The whole board needs to be 
digitally aware.

* Set a clear brief. There are many 
aspects to digital (e-commerce, social, 
mobile, cloud, security, etc). Specialists 
appointed to the board need a clear 
brief to avoid misalignment and so 
they can contribute most effectively.

* Set up a technology committee. 
This will give boards critical 
insights and be at the forefront of 
digital developments. 

* Consider appointing younger 
directors. Integrate tech specialists 
throughout your operations and avoid 
silos. Boards should be prepared to 
consider candidates in their 30s and 
40s who are digital natives. They may 
not have the breadth of experience 
of other board members but they 
will bring different perspectives and 
diversity of thought. ■

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

Boards should 
be prepared 
to consider 

candidates in their 
30s and 40s who 

are digital natives

36% 
of board members 
in tech companies 
(compared with 5% in 
non-tech companies) 
have digital skills. Tech 
appoints the biggest 
proportion of digital 
non-execs, 23% of 
whom are employee 
representatives.

5% 
of board members 
of non-financial services 
companies have digital 
and consumer skills. 
Financial skills, by 
contrast, are far more 
prevalent – 16% of 
members of boards in 
the non-financial sector 
have them.

<10%
Digital-critical sectors 
are underequipped 
with digital skills at 
board-level. Consumer 
goods and retail (5%), 
financial services (4%) 
and life sciences (7%) 
have strikingly low 
proportions of digital 
experts at the top.

4
Number of listed 
companies with an 
official tech/digital 
committee. Committees 
help boards gain 
critical insights, and 
their almost total 
absence means another 
route into the digital 
ecosystem is missing.
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Under pressure
Research among accountants across Europe has revealed the extent to which they 
come under pressure to act unethically – and how likely they are to succumb

Professional ethics has become a hot 
topic in recent years, fuelled by scandals 
such as Enron and the realisation by 
professional bodies including ACCA 
that the importance of acting ethically 
needed more emphasis in professional 
training. If finance professionals don’t 
act in line with laws, tax rules and 
accounting standards, how can business 
and society at large put their trust in 
financial statements or tax returns? 

Recognising the interest in 
professional ethics, the European 
Federation of Accountants and Auditors 
for SMEs (EFAA) and the Accountants 
Association in Poland (SKwP) conducted 
a survey among accountants in business 
and practice (mainly small and medium-
sized firms). They looked at how often 
accountants have come under pressure to 

act unethically and how they responded. 
The online survey gained 662 responses 
from 23 countries, with particularly strong 
participation from accountants in Spain, 
Germany and Poland.

Ethical dilemma
The resulting report Accounting and 
Ethics: Pressure Experienced by the 
Professional Accountant – written by 
Marie Lang, Anna Karmanska and 
Robin Jarvis – confirms that pressure 
is widespread. The majority (64%) of 
respondents confirmed that they had, 
during their professional career, been 
put under pressure to act contrary to 
their professional ethics or to tax and/
or accounting legislation. Some 37% had 
been the subject of such pressure on five 
or more occasions.  

Accountants in all types of role had 
come under pressure: internal and 
external auditors, tax advisers in practice 
and in business, accountants in practice 
and in business, bookkeepers and 
external consultants. Those exerting the 
pressure included clients and owners 
of the business or practice, directors 
or board members, line managers and 
colleagues or people of similar seniority.

 The actions requested typically 
affected the reporting of the entity’s 
performance and often its tax position. 
The most common request (see box) 
was for the postponement of cost and 
expense recognition. This was closely 
followed by pressure to manipulate 
the value of inventories, and requests 
to categorise personal expenses as 
company expenses.     
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For more information:

Read Accounting and Ethics: 
Pressure Experienced by the 

Professional Accountant at efaa.com

When asked about potential rewards 
for acting unethically or contrary to 
legislation, the vast majority (88%) of 
those responding said they were not 
offered or given any explicit reward. 
However, many felt that there was a 
perceived reward in the sense of a 
continuing relationship. The researchers 
suggested that a lack of explicit rewards 
being offered could indicate that the 
pressure accountants come under is seen 
as ‘normal behaviour’ in business. 

Some respondents said they had 
been threatened by the person exerting 
pressure on them. These threats typically 
involved some sort of fi nancial loss, such 
as loss of income to the practice, loss 
of employment to the individual or the 
termination of an ongoing relationship. 

Levels of resistance
Based on the survey fi ndings, most 
accountants do not succumb to pressure: 
68% (of 304 respondents) did not do as 
asked. They refused to act for ethical 
reasons or provided suffi ciently strong 
arguments to persuade those applying the 
pressure that the actions they wanted were 
unnecessary. The researchers identifi ed 
a number of themes in the arguments 
respondents put forward, including: 

* their need to protect their professional 
reputation

* the fact that accountants are bound by 
professional ethics

* the requested action not being in line 
with accounting rules and legislation

* the idea that accounting professionals 
cannot be associated with tax evasion. 

Some respondents argued that the 
pressure to act unethically was caused 
by short-term problems that accountants 
could help to resolve, enabling appropriate 

decisions to be taken so that the business 
could be sustainable in the long term. 

A signifi cant minority (32%) did 
succumb to the pressure put on them to 
act contrary to their professional ethics 
or legislation. Many did so because they 
felt their employment and livelihood were 
under theat. Some were bullied in the 
workplace. The survey also revealed that, 
when respondents came under pressure 
to act unethically or contrary to legislation 
more than once, they ultimately left their 
employment. The researchers therefore 

concluded that these respondents 
perceived some sort of moral line that 
could not continually be crossed.

Those facing diffi cult situations in the 
workplace described a sense of feeling 
alone and without support. Accountants 
working in businesses felt less supported 
and more distant from their professional 
body than those working in professional 
practices. The researchers also highlighted 
the fi nding that respondents were more 
likely to succumb to pressure when they 
were acting as an employee within an 

entity rather than as an external consultant. 
They therefore concluded that an 
individual’s ability to put some distance 
between them and the person applying 
the pressure helped them to withstand it.  

Just over half (51%) of respondents 
said they had consulted with someone 
at the time they felt under pressure. 
They most often turned to a colleague, 
followed by their professional body 
or a manager not associated with the 
issue. Although respondents generally 
found consultation to be helpful, the 
researchers found no link between the 
act of consultation and the respondent’s 
subsequent actions. 

Based on this extensive European 
survey, it’s clear that fi nance professionals 
in business and in practice can expect 
to come under pressure to act contrary 
to ethics or legislation during their 
careers. The good news is that most are 
likely to withstand such pressure, even 
though it can create a diffi cult working 
environment or even the loss of a job 
or client. A signifi cant minority are likely 
to succumb, however – at least the fi rst 
time pressure is exerted. The inclusion 
of ethics in professional qualifi cations 
and subsequent development activities 
therefore remains vitally important, 
not only to help individual fi nance 
professionals to withstand pressure, but 
also to defend the reputation of the 
profession as a whole. ■

Sarah Perrin, journalist

The majority 
of respondents 
confirmed that 

they had been put 
under pressure 

to act contrary to 
their professional 

ethics

125

23

122
119
91
70
69
67
66
52
51
41
36

Pressure to do what?

Postpone the recognition of costs and expenses 
Manipulate the value of inventories 
Treat employee, director and shareholder expenses as the company’s
Overstate expenses (accounting for fi ctional expenses)
Change the nature of items for accounting purposes
Non-recognition of income or sales (understatement of income) 
Create excessive provisions so as to release them to profi t later
Accelerate income recognition (overstating income) 
Account for repairs as capital expenditure
Manipulate depreciation and amortisation
Amortise costs that should have been immediately expensed
Enable cash wages to be paid to people not registered as employees
Manipulate long-term contract measurement 
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Top models
There are many different types of business modelling so you need to understand 
what you want to achieve before you open up Excel, advises Mark Robson

Financial modelling comes in a 
great many different guises, each 
demanding different inputs and 
requiring the application of different 
skills and technology. So what are the 
different styles favoured by modelling 
practitioners working in Microsoft Excel 
and how do they vary according to the 
modeller’s commercial objectives?

The data crunchers 
The Excel data crunchers aren’t really 
doing financial modelling at all; they 
focus on the historic or forecast key 
performance indicators of the business. 
For example, a fund analyst crunches 
thousands of lines in Excel around 
investment positions and returns. The 
data crunchers’ Excel spreadsheets 

might be a patch for inadequate internal 
management systems, and they face 
particular issues with workbook size. 
They may at some stage want to talk to 
their boss about whether this job is really 
done best in Excel or whether the work 
should be transferred to a database that’s 
not going to skip a beat when it’s thrown 
thousands of lines of data.
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The Excel modellers 
They defi ne an Excel model as one that 
produces some kind of profi t forecast. 

The profit forecasters 
The profit forecaster for a business unit 
may forecast down to gross or operating 
profit – that is, earnings before interest 
and tax – and happily stop there. From the 
business unit leader’s perspective, as long 
as they deliver enough operating profit, 
subsequent line items such as interest and 
tax should be taken care of at a higher 
level within the company. If the exercise 
has been about producing targets and 
holding managers accountable, a fuller 
financial model isn’t needed.

The straight-to-cashflow modellers
Cash is king. So if you want a complete 
picture, you will need to include the 
difference between profi ts and cashfl ows. 
Project models or investment appraisal 
models typically concentrate on the 
principal differences between profi ts 

Chris Sheasby, CFO, Ark Schools
Ark Schools is a charity with 34 schools 
across the UK that aim to transform 
young lives through education. 

The schools bring in income of 
around £150m. They have more than 
2,000 staff, a great number of students 
and huge data fl ows. 

To cope with the data volumes, 
Ark implemented a proprietary 
management information system, with 
a fi nance specialist focused on running 
numbers for each of the 34 schools. This 
system helps ensure consistency, but 
Sheasby asked his team to use Excel to 
look at a number of ‘what if’ scenarios 
across Ark’s schools. Inevitably, there 
are still a few fi nance managers at the 
schools who maintain a lingering love 
affair with their old Excel spreadsheets.

Ark’s forecast models include a 
full balance sheet, starting from the 
individual school and consolidating 
up. According to Sheasby, modelling 
the balance sheet at the operating 
unit level is essential: ‘It’s your check. It 
provides the link to cashfl ow.’
Modelling style Integrated fi nancial 
statements with full balance sheet. 
Excel tip ‘Learn keyboard shortcuts. 
They make you so much faster.’

Phillip Jarman, private equity 
fund manager
Freshly armed with an MBA, and with 
a background in investment banking 
at UBS, Jarman has teamed with 
pan-Africa data services company 
Anglo African Enterprises to establish 
its inhouse venture capital fi rm. In 
three months he has surrounded 
himself with a high-profi le board; 
crunched through his market research 
and established a large pipeline of 
potential investments; partnered with 
Barclays bank to establish the fi rst in a 
chain of start-up incubators for Africa; 
and cut a deal with his fi rst startup 
business and lined up another.
Modelling style Data cruncher one 
minute, cashfl ow modeller the next. 
Jarman has been using Excel to crunch 
through market data and establish the 
pipeline of deal opportunities for his 
private equity business. That makes him 
a data cruncher some of the time. He’s 
also developed a cashfl ow model for his 
private equity business, so some days 
he’s a cash fl ow modeller.
Excel tip ‘Get into Excel and do it just 
as soon as you can. Even if it’s just the 
basics – they’re so important. The best 
way to learn it is just to do it.’

Hannah Robertson, strategy 
analyst, RES 
Renewable Energy Systems (RES) is 
intent on making the world a better 
place with clean renewable energy. 
Internationally it has developed a 
renewable electricity generation 
portfolio with capacity of around 10GW, 
equivalent to approximately 15% of the 
UK’s total. 

Robertson works in RES’s strategy 
team, looking at how new technologies 
could be applied in new markets. 
RES takes Robertson’s initiatives very 
seriously, with her team reporting its 
fi ndings direct to the main board.
Modelling style Data cruncher 
and cashfl ow modeller. Robertson 
spends part of her time evaluating 
new technologies and new markets, 
looking at data for electricity prices 
and technology costs – during those 
periods, she’s a data cruncher. At 
other times she is a cashfl ow modeler 
– for example, when she is evaluating 
whether a new technology can be 
applied to a new market.
Excel tip ‘I use the formula auditing a 
lot and love a couple of the shortcuts: 
Alt > M > P to trace precedents, then 
F5 followed by “Enter” to jump back.’

Meet the modellers: three case studies showing how it can be done

and cashfl ow –  around working capital, 
say – but they don’t feel obliged to 
forecast a full balance sheet.

The integrated modellers 
These are the people who model a full 
set of profi t and loss, balance sheet and 
cashfl ow statements. Perhaps their project 
has moved on and is being developed as 

a real business. Perhaps someone around 
the project such as a bank or investor 
wants to see a forecast for full fi nancial 
statements and crunch some of the key 
ratios. Perhaps the modeller realises that 
cashfl ow depends on the balance sheet 
interactions, so it’s not much extra trouble 
to produce three fi nancial statements. The 
cashfl ow modellers and the integrated 
fi nancial statement modellers should 
be doing the same thing. Both need 
to consider the cashfl ow implications 
of balance sheet movements, such as 
customers not paying or suppliers wanting 
to be paid quickly.

Case studies
See the panel above for some case studies 
of different projects and the models that 
suited them best. Whichever style of 
modelling you adopt, think carefully about 
your needs before starting. ■

Mark Robson is a trainer with 
fi nancialtrainingassociates.com

The Excel 
spreadsheets of 
‘data crunchers’ 

might be a patch 
for inadequate 

internal 
management 

systems
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The view from
Stella Atherstone FCCA, MBA student and former 
associate director of finance at the University of London

Around 18 months ago, the 
University of London started a new 
commercial enterprise, CoSector. 
This meant the majority of my days 
were spent in meetings discussing 
governance, strategy, the amalgamation 
of departments and current or new 
products and services. My team was 
responsible for the management 
accounts of the new enterprise. I also 
provided fi nancial guidance, ensured 
fi nancial best practice and, with the 
leadership team, developed strategy. 

Among our business-critical projects, 
the most recent was moving all our 
customer and supplier contracts to 
the new entity, ensuring the correct 
tax treatment. There was no one 
system in which all the contracts were 

stored, so collating all the information 
and ensuring contracts were not 
overlooked was a challenge.

My role means I work across the 
entire business. This allows me to 
meet almost everyone and be involved 
in reviewing the current products and 
services and help develop new ones.

I would like to improve our ability 
to add value. For many months the 
fi nance team have been fi refi ghters, 
reviewing historic accounting practices 
and improving them. We are now fi nally 
reaching a stage where we can proactively 
approach business areas to help them 
develop their ideas.

I am part-way through an MBA at 
Oxford Brookes University and I have 
taken the opportunity to leave the 
University of London to concentrate 
on my studies full time until the end 
of January. I chose Oxford Brookes 
because ACCA is affi liated to it for the 
BSc and MBA programmes. I am a proud 
FCCA but I do not have a university 
degree. I explored both the BSc and MBA 
programme options with Oxford Brookes, 
who advised me that, considering my 
level of experience, it would best for me 
to complete the MBA.  

Oxford Brookes provides an 
excellent Association of MBAs-
accredited international online/on-
campus MBA. This allows exposure 
across the world. I will be attending a 
one-week module in Dubai this semester. 
Studying the MBA has changed my 
perspective on work. I have learnt an 
incredible amount, not least the ability to 
self-review effectively.

My advice would be to occasionally 
stop and review where you’ve come 
from and where you’re going, either 
in a project or in your daily role. This 
gives you time to work on the business (ie 
direction or improvement), not just in the 
business (ie process). ■

Studying the MBA 
has changed my 

perspective on 
work. I have learnt 

an incredible 
amount, not least 
the ability to self-
review effectively

Snapshot: police

There are 39 police forces in 
England, four in Wales and one each 
in Scotland and Northern Ireland, 
plus three special forces – the British 
Transport Police, the Civil Nuclear 
Constabulary and the Ministry 
of Defence Police. Each requires 
accountants and fi nance managers 
in executive and non-executive roles 
and for investigative positions. 

Job appointments are made by 
individual forces; procedures vary. 

‘Forces are independent, so 
we don’t mandate recruitment 
standards relating to fi nance,’ says a 
spokesman for the National Police 
Chiefs’ Council. ‘Many forces will 
hire based on their own needs, so 
it can vary quite a bit. I have no 
hesitation in suggesting that fi nance 
professionals explore these roles – 
all expertise is valued.’

The range of senior positions 
that has been advertised for fi nance 
professionals demonstrates the 
variety of roles available. The 
Cambridgeshire police and crime 
commissioner sought a CFO to 
‘develop and deliver fi nancial 
strategy and sound long-term and 
medium-term fi nancial plans for 
revenue and capital’. The previous 
offi ceholder’s salary was £84,526.

West Yorkshire Police sought an 
accountant to assist its economic 
crime unit ‘to identify and illustrate 
criminal aspects of cases under 
investigation’. The role involves 
providing evidence in court on 
legislation, and accountancy and 
auditing practice. The salary range 
was £30,180-£31,938.
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Command and control 
Savings remain the imperative in local government finance, but devolution is increasingly 
an important factor in play, with business rates retention the biggest plum of all

During an extended period of austerity, 
local authority finances have come 
under extreme pressure, subject to 
swingeing cuts, while other areas of 
public spending have been ringfenced.

Although the sector has performed 
extremely well, this success has brought 
with it the expectation that further savings 
can be delivered in future. As delegates 
to the ACCA’s fourth Local Government 
Summit in London in October heard, 
the challenge for finance professionals is 
whether to meet this expectation through 
evolution or revolution. A cartoonist at the 
event illustrated the issues (pictured here). 

But there is also a third factor to throw 
into the mix – devolution. The coalition 
government’s localism agenda is still 
being implemented. That requires the 
devolution of budgets and powers to 
combined authorities, and all councils 
now face a major transfer both of finance 
and responsibilities with the move to 
each council retaining 100% of the 
business rates collected in its 
area by 2020. 

However, according 
to Simon Eden, the 
former chief executive 
of Winchester Council 
and now head of consultancy 
XCX, the impetus and 
momentum of devolution 
have changed greatly 
since 2010. 

‘Initially it was very much 
driven by a desire to rebalance 
local economic growth and also 
argued for as a mechanism to 
improve accountability 
of local politicians to 
local communities,’ 
said Eden, speaking 
at the ACCA summit. 
‘But one should also 
look very carefully at 
anything that comes from 
the Treasury because it was 
also about transferring risk 
and accountability: are you 
transferring the blame for 
decisions as well?’ 

At first the government 
had insisted that there was 
no central template for 
devolution and that it would 
simply respond to bids from 
groups of authorities wanting 
to work closely together. After 
2015, though, the government 
faced an unexpectedly large 
and diverse set of 34 bids from a 
range of authorities. 

‘There was, however, a good 
deal of commonality’ about the 
bids, Eden told the summit. 
‘Most if not all had something 
about local control and local 
funding of transport. Economic 
development was certainly in 
focus, with a transfer of responsibilities 
and budget for skills and further 
education, as well as infrastructure, which 
along with skills drives economic growth.’ 

It emerged that the government did 
in fact have definite preferences, 

particularly over the vexed 
question of whether 

accountability was best 
served by elected mayors. 

‘We were told in no 
uncertain terms that if you have 

a mayor in your deal you go 
to the top of the pile, 
and if you don’t have 
a mayor you go to the 
bottom,’ he said. ‘The 

negotiations were driven 
quite significantly by the idea 
there was a model up there 
– you can draft the template, 

but the Treasury will 
send back what 
they think the 
deal will be.’ 

Zero-sum  
The financial package 
that comes with 
devolution gives 

combined authorities 
an annual investment 
package averaging 
around £30m, as well  

 

as control of the transferred 
budgets. But Eden stressed that, 
financially, devolution has been a zero-
sum game, and early adopters will have 
benefited most. 

‘There have been winners and losers, 
but the Treasury has always been clear this 
was going to be fiscally neutral as far as 
they are concerned,’ he said. ‘When they 
give money to East Midlands, that’s not 
new money. If you were a Johnny-come-
lately you lost out.’ 

Recent changes in government have 
also seen devolution take something 
of a back seat compared to issues like 
housing, and new deals will have to wait 
while the Treasury prioritises existing 
ones. ‘Localism remains a policy objective 
but with a more pragmatic focus – we 
are back to where we started, using it as 
a means of fostering growth,’ said Eden. 
‘On the plus side, devolution has been 
an incentive for councils to look at new 
ways of doing things: shared services 
and all sorts of different companies and 
structures being set up to run services in 
fresh and efficient ways. They’re focusing 
on the outcomes people want, rather than 
us running things in the geographical way 
we have always done.’ 

However, Eden highlighted that 
devolution had brought its own 
issues, such as the creation of artificial 
geographies that reflect political 
convenience more than actual 

C
ar

to
o

ns
 b

y 
d

ra
w

na
lis

m
.c

o
m

70 Public | Local government

Accounting and Business 01/2017

UK_YPUB_LocalGovt.indd   70 13/12/2016   15:35



communities. And so far it’s been a bit of 
a piecemeal process. ‘It’s great to have 
control over money but we are being 
given money in discrete little packages 
as a one-off deal,’ Eden said. ‘What are 
the risks we take in having that cash and 
being expected to be accountable for 
those services?’ 

Rates retention 
Elected members showed most 
enthusiasm abut gaining control over 
business rates, but this has now been 
overtaken by national developments. The 
government has announced its intention 
to give local authorities across the sector 
100% retention of business rates by the 
end of parliament, with pilots starting in 
April 2017. 

Again this will be fiscally neutral, 
balanced by a phasing out of 
existing grants or more devolution of 
responsibilities. The major incentive for 
local authorities is that they will be able to 
keep all the growth in business rates 

‘There will be no tax on growth, as there 
is in the existing 50% setup,’ explained 
Stuart Hoggan, deputy director of local 
government finance reform and settlement 
at the Department of Communities and 
Local Government, also speaking at the 
event. ‘There will also be a package of 
freedoms and flexibility on business rates 
to reduce the multiplier across the local 
authority or to increase the multiplier to 
pay for additional infrastructure.’ 

Framework legislation will be 
developed in parallel with consultation. 
As with the current 50% regime, it will not 
set the specific parameters of how the 
system will work. However, it has been 
made clear that only elected mayors will 
be able to increase the multiplier, and this 
will be capped at 2p in the pound. 

Strong candidates for being phased 
out are the revenue support grant, the 
Greater London Authority’s transport 
grants and public health grants. 

Local authorities are also 
keen to have powers over 
growth and skills, which raises 
the question of how existing 
and devolution deals with 
combined authorities 
will be factored in. 

But the biggest 
issue that arises 
– ironically, even 
before anything 
is implemented 
– is how, and how 

often, the business rates system will be 
reset. Hoggan said: ‘Reset is important 
because it talks about one of the core 
issues, which is the balance between 
incentives from the ability to keep growth 
in business rates on the one hand, and 
the responsiveness to changes in need on 
the other.’ 

For example, one set of local 
authorities may anticipate growth and 
therefore be keen not to reset the system 
very often so they can keep that growth 
for a longer period. Other authorities may 
be more vulnerable to a change in needs 
– perhaps from an ageing population – 
and be looking for more frequent resets 
to reflect those needs more adequately. 

‘There’s a tension to be managed 
there and also a tension in the degree of 
risk,’ said Hoggan. ‘Business rates may 
grow or they may decline: there may be 
appeals, businesses may close, power 
stations may close, there may be major 
shocks to the system.’ 

Another question is how the risks and 
rewards are shared, particularly in two-tier 
authorities, where, for example, growth-
related issues such as planning and 
demand-led services such as adult social 
care reside at different levels. 

Measuring needs 
The final part of the jigsaw is setting 
the initial baseline of relative needs and 
resources: ‘This results in great fun and 
games in the sector, as it’s always a hugely 
controversial and contested area,’ said 
Hoggan. ‘Early thinking is to measure 
relative need based on regressions of past 
expenditure. The argument is that this 
provides the best evidence of expressed 
need. But the argument against is that 
this entrenches past allocations of 
spending and council tax decisions, and 
may entrench past inefficiency.’ 

Alternative approaches may be 
to look at the cost drivers 

in local authorities, as is 
currently the case for 
police budgets, or to 
take an outcomes-based 

approach. The latter may 
work better in areas such 
as education than in adult 
social care, due to the 

relative difficulty of defining 
and measuring outcomes. 

Whatever the approach, accountancy 
aspects will be critically important to the 
system design, according to Hoggan. 

Whatever form the final structure of 
devolved council budgets take, finance 
professionals will need to continually 
change their approach to deal with it. 

As Manj Kalar, ACCA’s head of public 
sector, told the summit: ‘The world hasn’t 
come to an end: trust remains high, public 
service has still delivered. Local authority 
finance professionals have done their job 
well, and are halfway through a programme 
of cuts of 30%-40% since 2010.’ 

But accountants are increasingly 
expected to explain not just what the 
numbers are, but what they mean: ‘It’s not 
that we’ve produced so many widgets, 
this is the input, that’s the output,’ she 
said. ‘It’s this is the input, that is the 
output and these are the outcomes. 
This is the difference we’ve made to 
somebody’s life chances, this is the care 
we provided, how many years we’ve 
added to someone’s life.’ 

The challenge now is to develop 
accountants’ abilities in a number of 
key areas not just by using technical 
knowledge and IQ but also emotional 
intelligence and creativity. ‘That means 
the ability to use existing knowledge 
in new situations, using that reasoning 
to solve problems, having the ability to 
analyse situations that are complex and 
ambiguous,’ said Kalar. ‘How do you make 
connections, take the holistic view of the 
whole organisation? The numbers give you 
that edge. Not many others working across 
the organisation will have that view.’ ■

Mick James, journalist 

‘Finance 
professionals 

have done their 
job well, and are 
halfway through 
a programme of 
cuts of 30%-40%  

since 2010’

For more information:

Read more about ACCA’s Local Government Summit at bit.ly/ACCA-public
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Stretch yourself
Accountant and life coach Sean O’Leary FCCA talks about the many different careers an 
accountant can have to feel happy and fulfilled while applying their professional skills

Downward-facing dog and 
cow face are not terms you’d 
normally associate with the 
world of accountancy. But 
then Sean O’Leary FCCA 
has enjoyed a career that 
has been far from normal, 
encompassing practice 
partnership, property 
crashes, world travel, 
wellness coaching and his 
own form of yoga instruction.

Sitting relaxed with a trim 
beard and slim figure, O’Leary 
exudes an aura of calm and 
contentment. This stems in 
large part from his years of 
dedicated yoga classes and 
teaching. Although now in his 
50s, he is supple enough to 
stretch and contort his body 
into all sorts of shapes and 
positions – similarly reflecting 

his career path, which has 
taken many twists and turns.

He still works in the 
offices of Ward MacKenzie, 
the accountancy firm he 
helped set up 25 years ago in 
Tunbridge Wells. But rather 
than overseeing the expanded 
team, he is simply renting 
office space. It no longer reads 
‘senior partner’ beneath his 
name, but ‘life and business 
strategist, collaborative 
property professional, investor’.

‘I teach a few of the guys 
here yoga and do a bit of 
wellness coaching for their 
clients,’ says O’Leary. ‘But 
other than that, I no longer 
have any business connections 
with the firm.’

O’Leary set up the practice 
in the early 1990s after training 

at a small firm in Sutton in 
Surrey called Turpin Barker 
& Armstrong, where he 
was made partner at just 26 
years old.

Direct approach
‘It had always been my plan 
to set up a firm,’ he says. ‘At 
Ward MacKenzie we did quite 
well and were pretty innovative 
for the time period. The 
profession was quite staid, so 
we challenged the norm by 
doing direct marketing. We 
even had our own marketing 
manager, despite just being 
a team of five or six people. 
It was an exciting time for 
me with a young family and 
growing a startup.’

But after six years, and 
as the firm became more 

‘If you don’t look 
after yourself 

physically and 
emotionally, no 

matter how tough 
you are, you’re not 

going to perform 
at your best’

successful, O’Leary took the 
brave and ultimately rewarding 
decision to step away from 
it all and go travelling with 
his family for a year around 
Europe and the US.

‘We put the kids (all five 
of them) in a seven-seater 
car and took off with a rough 
itinerary, staying in campsites 
and youth hostels, with the 
odd five-star hotel to recover. 
It was great to spend time with 
the family,’ he enthuses.

Upon their return, the 
family moved back to O’Leary’s 
home country, Ireland, where 
he took up a management 
post at KPMG. He was the 
interface between the partner 
group and the managers. But 
his time there only lasted six 
months. ‘It was sold to me as 
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CV

2013–present
Founder, Sean O’Leary Coaching & 
Consulting

2011–present 
Director, MacKenzie Byrne (property 
finance, investment and development)

2009–11
Director, Akehurst Homes Limited (residential 
development)

2006–10
Director, Regalpoint Group (residential development)

2002–10
Director, Emigre Consulting (property finance)

2001–03
Non-executive director, MRI Imaging Company

1999–2001
Founding director, SOLV Group (professional recruitment)

1999 
Group business manager – MRD, KPMG Ireland

1992–98
Founder and senior partner, Ward MacKenzie 
(accountants and insolvency practitioners)

1989
Qualified with ACCA 

1983–92
Trainee accountant – qualified partner, Turpin Barker 
& Armstrong

being a very senior role, but I 
didn’t really have responsibility 
for people or resources. It was 
quite frustrating, but gave me 
insight into the workings of a 
large organisation and I met 
great people there.’

Once again, his 
entrepreneurial spirit kicked 
in and he set up his own 
recruitment firm, SOLV 
Group, despite having no 
experience in that sector. ‘I 
applied some of the principles 
I’d learned when setting up 
Ward MacKenzie, including 
identifying the market, what 
clients needed and what they 
weren’t getting, such as not 
being kept informed when 
they went for a job.’

O’Leary created an 
employees’ and employers’ 
charter, outlining the services 
they provided and what was 
required. It proved successful. 
But then the dot.com crash 
hit in 2000 and pretty much 
overnight the recruitment 
market dried up.

‘That was hugely 
challenging,’ O’Leary 
explains. ‘It required all of my 
accounting skills to try and fix 
the resulting problems. I had 
trained in insolvency before I 
qualified, which helped when 
I had to restructure SOLV, 
selling off parts of the business 
and closing other bits down.

‘This was my first 
professional setback and 

required me to appoint a 
liquidator, which was painful. 
It was a big lesson after 
believing I was invincible.’

O’Leary was also feeling 
disillusioned with Ireland at 
the time, so he returned to the 
UK. Again, he decided to set 
up his own business; again, 
in a field that he had little 
experience in. This time it was 
property development finance. 

‘I put together a product 
that helped developers raise 
funding from a mix of bank 
and private finance,’ he says. 
‘This then led to me working 
with someone I knew as a 
shareholder and finance 
director of a development 
business. We brought in some 
finance and independent 
shareholders, and by 2008 we 
had built up about 21 sites 
on our books.’

Unfortunately, lightning 
struck for a second time. The 
financial crisis hit and it was 
suddenly not a good time to 
have a number of properties. 
Once again, O’Leary had to 
utilise all his accounting skills 
to deal with the situation. A 
number of their subsidiaries 
went into special measures 
with the banks, while they 
finished, sold off and rented 
the other sites.

Getting a grip
‘It was very challenging and 
it was the stress of this that 
led me in my late 40s to think 
about breaking the pattern 
of my life. I had got pretty 
overweight, I drank too  
much and realised I didn’t  
like the place I had come to,’ 
says O’Leary.

‘I initially worked with a 
teacher on the traditional 
Iyengar type of yoga, which 
is a slow, spiritual alignment-
based form full of “omms” and 
chanting. I then moved on to 
a more physical Ashtanga style 
yoga class, taught by a former 
punk rocker. I still practice with 
both occasionally.’

O’Leary now teaches 
his own form of yoga, 

incorporating both styles, to 
business people in their 50s 
and 60s. He also changed 
his diet dramatically, losing 
three-and-a-half stone in 
the process. This led to him 
taking a diploma in personal 
performance coaching and 
studying neuro linguistic 
programming. He is now a life 
and business coach.

‘I work through a 
programme with my clients 
on the personal side that 
addresses the fundamentals 
of wellbeing, covering 
nutrition, sleep, relationships, 
connections, etc. This then 
inevitably often tips over into a 
business relationship.

‘Clients ask me to look 
at their business and make 
improvements. They appear 
successful on the outside, 
but there’s often something 
missing, usually meaning 
or purpose. I then work 
through a model I’ve created 
tackling the purpose of the 
business, if they’ve got the 
right people buying into 
that purpose, and the right 
processes. Once those are 
sorted, then come the profits. 
The final stage is posterity.’

On top of all that, O’Leary 
still works in property finance, 
blogs on life issues and has 
written some e-books.

‘Everything I do now 
is about a good work-life 
balance. If you don’t look 
after yourself physically and 
emotionally, no matter how 
hard or tough you are, you’re 
simply not going to perform at 
your best.

‘My ACCA Qualification 
has given me a professional, 
ethical framework and 
analytical prism through which 
to examine any of my goals 
and challenges. 

‘The most important 
question to ask yourself is 
why do you do what you do. If 
you can understand that, you 
might end up choosing to do 
something quite different.’ ■

Chris Evans, journalist
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Opportunity for all
Removing entry barriers to the accountancy profession is essential to keep the fresh 
talent and new ideas pipeline flowing, and make the profession a model of open access

As ACCA prepares to launch 
apprenticeships this year in 
accounting and taxation at 
the Professional level, close 
attention will be paid to the 
number and background of 
students taking up these 
new courses.

‘Open access to the 
profession is part of ACCA’s 
DNA,’ says Anthony Walters, 
European policy manager at 
ACCA. ‘In fact, it is the very 
reason for our being. ACCA 
was established to provide 
opportunity to those who were 
excluded from other bodies 
due to their education or 
social background.’

There is undoubtedly still 
work to be done to improve 
social mobility across the 
profession. The Access 
Accountancy programme of 
the Sutton Trust, an education 
and social mobility ‘think and 
do’ tank, found that up to 
70% of graduate recruits into 
the accountancy profession 
were educated at selective 
state or independent schools, 
compared with 11% of the 
population as a whole.

Walters says that ACCA still 
strives to remove barriers to 
access. He points to the use of 

technology that offers virtual 
routes into the profession 
such as ACCA-X. ‘We have 
recently embarked on offering 
computer-based exams,’ 
Walters says, ‘again, in order 
to ensure those who do not 
live near an exam centre still 
have the same opportunities 
as those who do.’

Walters stresses that ACCA 
continues to monitor all that it 
does to maintain the diversity 
of its membership. ‘Diversity 
brings fresh talent and new 
ideas to the profession,’ he 
says. ‘These new ideas act 
as a catalyst for innovation 

in accountancy. 
Without such 
innovation the 
value and the 
relevance of the 
profession may 
well decline.’

Giving evidence 
to the all-party 
parliamentary 
group for social 
mobility last 
year, ACCA chief 
executive Helen 
Brand told MPs 
there is a need for 

better understanding of the 
financial barriers to learning, 
which can be gained through 
initiatives such as online 
learning. She also argued 
that it makes business sense 
to widen the recruitment net, 
and that it was important 
that small firms tackled these 
issues, especially relating to 
unpaid internships. ACCA has 
produced a guide for firms 
on how to tackle internships, 
covering pay, transparency 
in the selection process, and 
the quality of work carried out 
during the internship. 

At the same hearing, Sacha 
Romanovitch, chief executive 
of Grant Thornton in the UK, 
told the MPs how her firm 
now employs 120 people 
straight from school on its 
apprenticeship programme. 

However, encouraging 
businesses to embed these 
opportunities into hiring 
strategies is only part of the 
equation. Recent ACCA 
research shows that nearly 

‘Diversity brings 
fresh talent and 

new ideas to 
the profession. 

These new ideas 
act as a catalyst 

for innovation in 
accountancy’

a third of 16 to 18-year-olds 
receive no careers advice 
about apprenticeships. 

With enduring perceptions 
that graduate courses lead to 
higher-paid roles, vocational 
routes often fall to the bottom 
of the pile, particularly 
lesser-known opportunities in 
professional services. Balanced 
careers advice that highlights 
the benefits of paid, on-the-job 
learning could transform the 
futures of students with real 
ability but who are struggling 
to make the financials of 
graduate routes stack up. 

Companies can help 
improve perceptions too, 
suggests Walters. ‘Providers 
need to be transparent about 
which pathways lead to certain 
entry levels and remunerate 
apprentices accordingly. 
Initially, demand is likely to 
outstrip supply of placements, 
so it it vital that employers 
appoint based on merit.’ ■

Philip Smith, journalist

For more information:

See ACCA guidance on internships at bit.ly/ACCA-interns 
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For more information:

A detailed explanation of all the changes is available at 
accaglobal.com/rulebook

Rulebook changes
Changes have been made to the 2017 edition of the ACCA Rulebook, including  
replacing members’ practising certificates with registration

Policy decisions, legislative 
and lead regulator 
requirements and changes 
to the IESBA (International 
Ethics Standards Board for 
Accountants) code all require 
changes to be made to the 
ACCA Rulebook. Here are the 
changes made to sections 2 
and 3 of the 2017 edition. 

Section 2 – Regulations
Replacing practising 
certificates with registration
Changes to the Membership 
Regulations and Global 
Practising Regulations (GPRs) 
will give effect to a new policy 
in respect of ACCA practising 
certificates. This removes the 
need for a member in practice 
to hold an ACCA practising 
certificate unless practising in 
the UK, Ireland or a designated 
territory, or otherwise required 
by local legislative and/or 
regulatory requirements to 
hold an ACCA practising 
certificate. Members not 
requiring (or otherwise electing 
to hold) an ACCA practising 
certificate will nevertheless be 
required to notify ACCA if they 
are carrying on public practice, 
and these practitioners will 
be placed on a register of 
ACCA practitioners.

Insolvency regulations
ACCA has entered into a 
collaborative arrangement with 
the Insolvency Practitioners 
Association (IPA) in respect 
of the future regulation of 
insolvency practitioners 
licensed by ACCA. The 
changes to Annex 1 of 
the GPRs include moving 
the regulations relating 
to insolvency practice to 
a new Appendix 4 and 
reflecting the nature of the 

collaboration in which IPA may 
perform certain regulatory 
functions in respect of ACCA 
insolvency practitioners.

Membership regulations
Changes include:

* more principles-based 
regulations concerning 
subscriptions for affiliates

* clarification of what is meant 
by a ‘registered student’, 
and that all students are 
bound by the requirements 
of the ACCA Rulebook.

Global practising regulations
Amendments have also been 
made to Annex 2 of the GPRs 
(in respect of the Republic of 
Ireland) in order to:

* simplify the requirements 
concerning the signing of 
audit reports

* amend the professional 
indemnity insurance 
requirements for liquidators, 
in accordance with the 
Companies Act 2014 
(Professional Indemnity 
Insurance) (Liquidators) 
Regulations 2016.

Irish investment business
Changes to Irish Investment 
Business Regulations resolve a 
problem with current regulation 
3(3). The amendment will 
allow spouses (and others who 
might meet the definition of 
‘controller’) who take no part 
in the business of a firm that 
holds an investment business 
certificate (Ireland) to hold 
shares in that firm. 

Appeal regulations
Changes have been made 
to ensure consistency 
with the notice provisions 
across the regulatory and 
disciplinary regulations.

Section 3 – Code of 
ethics and conduct 
A change to section B4 
replicates the change to Annex 
2 of the GPRs regarding the 
signing of audit reports in the 
Republic of Ireland. A further 
change to section B4 updates 
the provisions concerning the 
use of the ACCA logo. 

However, most of the 
changes to the code arise from 
the recent pronouncement by 
IESBA concerning ‘Responding 
to Non-Compliance with Laws 
and Regulations’. 

The most significant change 
is the addition of sections 225 
and 360, although there are 
other changes for the sake 

of consistency, particularly to 
section 210.

Section 225 sets out the 
provisions for accountants in 
public practice, and places 
higher demands on those 
engaged in the audit of 
financial statements than on 
those providing other services. 
Similarly, a senior accountant 
in business (section 360) 
has responsibilities beyond 
those of other accountants in 
business. There are situations 
in which external auditors 
and senior accountants in 
business are required to 
determine whether to disclose 
a particular matter to an 
appropriate authority. ■

76

Accounting and Business 01/2017

ACCA | Rulebook

UK_INT_A_Rulebook.indd   76 14/12/2016   19:17

www.accaglobal.com/rulebook


Council highlights 

Push for the top

At its meeting on 26 November 2016, Council discussed a range of issues, from recent 
strategic partnerships and subscriptions to global forums and the review of bye-laws

A debate on inspiring women into leadership took place in November at ACCA’s 
headquarters, the Adelphi, with keynote speakers sharing their own journeys to the top

Council met on Saturday 
26 November in London. The 
Council meeting featured 
discussions and decisions on a 
number of important matters.

* The president updated 
Council on his and the 
officers’ activities since 
September, including 
representational events in 
the UK, Ireland and Brazil.

* Council received a 
presentation and noted the 
report from Helen Brand, 
chief executive, focusing on 
strategic performance for 
the period to 30 September 
2016 and key strategic 
developments within 
ACCA and the external 
environment.

* Council reviewed the 
findings from a research 
project, Professional 
accountants – the future: 
Generation Next, recently 

A panel of women speakers 
shared their experiences, 
challenges and opportunities 
with some 90 members at a 
debate on inspiring women 
into leadership.  

Joining Helen Brand on 
the panel of speakers were 
immediate past president 
Alexandra Chin, MD of client 
coverage UK at ING Bank 
Anjila Thomas, director of 
finance at Warner Bros TV 
Production UK Sharon Barker 

published by ACCA, and 
in discussion groups, 
considered how the 
findings supported the 
current strategic priority of 
‘growing our pipeline’.

* Council considered a 
paper on the development 
of a strategic partnership 
with Beijing National 
Accounting Institute, 
which included ways 
that ACCA can grow its 
presence and awareness 
in state-owned enterprises 
in China. 

* Council received a 
presentation from the 
chairman of the Resource 
Oversight Committee 
on strategic pricing and 
considered proposals 
to amend the ‘reduced 
subscriptions for members 
policy’ to include an 
additional ‘social hardship’ 

FCCA, and Grant Thornton 
partner Helen Dale FCCA.

Topics for the debate, 
organised by the Women’s 
South East Network, included 
challenges for the next 
generation and quotas for 
women on boards.

* ACCA is holding events 
in Cardiff, Edinburgh, 
Leeds and London on 
International Women’s Day 
on 8 March. Details to be 
announced shortly. ■

category in the 2018 
subscriptions.

* Council noted a report 
from the Qualifications 
Board, including the review 
of the September 2016 
examination results, noting 
that the Board had ratified 
the results.

* Council considered a 
report on the development 
of ACCA’s integrated 
learning support to 
enable better student 
progression and further 
differentiate ACCA in the 
marketplace as a provider 
of innovative solutions.

* Council considered a paper 
providing an update on the 
development and activities 
of ACCA’s global forums. 

* Council received an oral 
report from the president 
on the results of the Council 
performance appraisal 

exercise for 2015-16. The 
president advised Council 
that overall Council was 
in a healthy position, with 
effective contribution and 
open discussions.

* Council received a 
presentation from 
the chairman of the 
Governance Design 
Committee, providing an 
update on an ongoing 
project to review the 
bye-laws to ensure their 
fitness for purpose for the 
future, the progress made 
by the Governance Review 
Task Force reviewing the 
current Council governance 
structures, and the 
outcomes of a technology 
survey recently undertaken 
by members of Council. ■

Council’s next meeting will be 
in Cyprus on 11 March 2017
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Events 
Among the highlights late last year were ACCA members taking a clutch of titles at the 
British Accountancy Awards. Plus, a charity quiz record and upcoming events

British Accountancy 
Awards success
ACCA members were well 
represented among the 
winners at this year’s British 
Accountancy Awards, held in 
London in November.

Norfolk-based Farnell 
Clarke had more reasons than 
anyone to celebrate, walking 
off with an unprecedented hat-
trick of awards:

* most innovative practice 
– overall (credited for a 
‘trendy’ feel that stands out 
from other practices)

* most innovative practice 
– independent (credited 
for actually undertaking 
innovation, rather than just 
paying lip-service)

* independent firm of the 
year in the east of England 
(credited for combining 
both tremendous growth 
and a strong focus on 
people and management).

Cumbrian fi rm JF Hornby 
also stood out, retaining both 
of the titles it won in 2015 – 
independent fi rm of the year 
in the north of England and 
the overall independent fi rm 
of the year title. 

Salhan Accountants, whose 
managing director is Madan 
Salhan FCCA, was named 
independent fi rm of the year 
for the Midlands.

In the individual awards, 
all fi ve on the shortlist for new 
practitioner of the year were 
ACCA members. The judges 
said of the winner, Chris 
Barnard of Crunch Accounting: 
‘Chris showed impressive 
responsibility for dealing with 
technical issues and in leading 
the responses to them. He 
has played a strong role in 
expanding Crunch and its 
technical training.’

Record haul from 
Leicestershire quiz
ACCA’s Leicestershire 
Members’ Network held 
its annual charity quiz on 
3 November. With more 
than 100 participants, three 
sponsors and raffl e prizes 
donated by numerous local 
businesses, it was by far the 

For more information:

Use our CPD resource fi nder to search by postcode for 
events close to your home or offi ce. You will fi nd it at 

bit.ly/ACCA-CPD1

▲ Triple triumph
Trendy and truly innovative, 
Farnell Clarke notched up a 
notable hat-trick of awards

◄ Second double
JF Hornby repeated its 2015 
successes by again winning two 
independent firm awards

▼ Newcomer of the year
Chris Barnard of Crunch with 
his award, alongside ACCA’s 
Glenn Collins (left) and host 
for the night, the impressionist 
Jon Culshaw

most successful quiz to date, 
raising over £2,000 for the 
charity Parkinson's UK across 
the Leicestershire area.

Member events 2017
With nearly 40 ACCA networks 
across the UK holding events 
in 2017, there’s plenty going 
on this year. If you are a rugby 
fan, don’t miss ‘Ask an expert 
– Wasps Rugby Club FD’ at 
the Ricoh Arena, Coventry, on 
16 February, which will offer 
insight into 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 the 
#ACCAASK hashtag. ■ 
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Sums plus guns
ACCA hosts special screenings of The Accountant for members and other special guests 
as the American action thriller is given its UK premiere

A private screening of 
the Hollywood film The 
Accountant provided a 
glamorous backdrop for 
two special ACCA events 
in November. More than 
260 ACCA members, press 
and other special guests 
attended the Vue cinema in 
London’s West End, and 100 
attended the screening at 
the Odeon in Glasgow Quay, 
to audit Hollywood’s take on 
the profession. 

Reactions to the movie 
varied, but there was some 
praise for Ben Affleck’s 
portrayal of a character with 
the drive and determination 
of an investigative accountant, 

despite his dubious ethics and 
other fundamental flaws.

The audience spotted a 
multitude of infringements, 
infractions and downright 
unlawful behaviour from the 
professional accountant, 
but, murder charges aside, 
protagonist Christian Wolff 
scored well for whistleblowing 
and maintaining client 
confidentiality. ■

◄ Wet carpet time
Ben Affleck, who plays 
a mathematical savant 
in the movie The 
Accountant, attends its 
UK premiere in London 
in October

► Almost as good as 
the real thing
ACCA members take a 
photocall with a life-size 
cardboard cutout of Ben 
Affleck while attending the 
movie screening in London
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Maximising value
More than 50 delegates from 42 countries celebrated the 20th anniversary meeting of the 
International Assembly at ACCA headquarters at the Adelphi in London in November

The 20th year of the International Assembly was marked by 
delegates attending two days of discussions around the theme 
of maximising value. They were joined on the second day by 
ACCA Council and the keynote speakers. Li Kouqing, president 
of the Shanghai National Accounting Institute (SNAI), talked 
about the value that ACCA can create with partners. And Lee 
White and Darren Scammell, CEO and president respectively 
of the Chartered Accountants Australia and New Zealand 
(CA ANZ), talked about maximising the value from the strategic 
alliance between ACCA and CA ANZ. ■

◄ Tewodros Tilahun 
Sahile
Assembly member for Ethiopia 
and general manager of 
Diligence Consultancy Services

▲ Dato’ Merina Abu Tahir
Assembly member for Malaysia 
with ACCA Singapore head 
Soo Yee Leong (left) and China 
member Matthew Wong
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▲ Alice Yip Ka Ming
The Assembly member for 
Hong Kong with Nigeria 
member Babajide Ibironke (left) 
and Council member Ayla Majid

▲ Edith Yembra
The Assembly member for the 
UK and director of finance and 
IT at YMCA North London

▼ Paula Kensington
The Assembly member  
for Australia and New Zealand  
and chief financial officer of 
Regus ANZ

▼ Darren Scammell
The president (right) of 
CA ANZ with its CEO 
Lee White (left)
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Kenyan connection
ACCA has signed a strategic partnership agreement with the 
Institute of Certifi ed Public Accountants of Kenya 

ACCA and the Institute of 
Certifi ed Public Accountants 
of Kenya (ICPAK) signed 
a strategic partnership 
agreement last November 
to work on collaborative 
arrangements that will 
strengthen the accountancy 
profession in Kenya and 
across the world.

ACCA president Brian 
McEnery and ICPAK CEO 
Patrick Ngumi signed the deal 
on behalf of both bodies.

‘As professional bodies, 
ACCA and ICPAK share 
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a mutually respected 
relationship,’ said McEnery, 
‘and this agreement 
strengthens this relationship 
for the benefi t of our members 
and students. We both 
believe in the development 
of the accountancy profession 
locally and internationally, 
and we work to promote 
the public interest remit of 
the profession.’

ACCA and ICPAK will work 
together on:

* exploring pathways to 
membership of each 

other’s organisation, 
driving member growth 
and supporting the 
development of the 
profession 

* developing opportunities 
for ACCA and ICPAK 
members across a range 
of areas of mutual interest, 
including CPD, workshops 
and joint conferences  

* joint research and policy 
initiatives with the aim 
of enhancing the 
reputation and influence 
of the profession.

The future has arrived

The 13th edition of Accountancy Futures leads on ACCA’s major new 
initiative ‘Professional accountants – the future’ and the report of the 
same name, which looks at how the main drivers of change could shape 
accounting over the next decade and beyond. The milestone changes 
to the ACCA Qualifi cation are also marked in the new edition. It also 
covers whistleblowing, implementing BEPS action points, sustainability, 
audit and hedonics. Visit accaglobal.com/accountancyfutures to read 
edition 13 and to download the app version.

ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Infl uence and 
representation
Members play key 
roles in representing 
and developing the 
profession, backed by 
cutting-edge research.

Knowledge and 
connections
Keep up to date with 
our publications and 
social media feeds. Our 
events let you network 
with a large peer group.

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our careers portal gives 
guidance and lists job 
vacancies worldwide.

Customer care
Fast and effi cient 
support around the 
clock, by phone, email 
and webchat.

Go to accaglobal.com/
memberbenefi ts
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CPD
Get verifiable CPD units by 
reading technical articles

The magazine for fi nance professionals
ABUK Accounting and Business

Think AheadThink Ahead

Unicorns 
How to fi nd and ride this thoroughly modern corporate breed 

Regtech rules
Tech tools to automate compliance management

Silicon at the summit Boards need more digital expertise
Your big gig Making it as a freelance fi nancial consultant

Axe the tax? Abolishing corporation tax could pay off
CPD technical Tread carefully with IFRS 5

UK 01/2017

Puttin’ on the Ritz
Tara Ridgeway on the joys of being the 
FD of a truly iconic hotel

Smart cities
Congestion-free, sustainably resourced 
and dynamically managed
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