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Cracking the ceiling

This year’s International 
Women’s Day falls on 
8 March, when the world 
will celebrate the social, 
economic, cultural and 

political achievements of women. The 2017 campaign theme 
– #BeBoldForChange – calls for a better working world, one
that is inclusive and has gender parity.

This special issue of Accounting and Business carries a series 
of articles on women in business, highlighting the successes of 
female professionals, and looking at why women need to be 
daring and undaunted in seeking a seat at the top table. 

In our article on page 16, three female members share their 
experiences of how they have forged successful careers in the 
accountancy profession. They agree that there are no notable 
gender-based barriers to their success but concede that women 
need to be realistic about balancing work with family.

On page 18, we consider women’s approach to board 
appointments. The key to progress here is for women to take 
ownership of their careers early on and make themselves and 
their experience attractive to board members. 

On page 36, we fi nd out why women can be more successful 
investors than men. Star hedge fund managers trade sparingly, 
keep their nerve through market crashes, hold onto large cash 
reserves and avoid reckless bets. 

As the 50th anniversary of the UK’s Equal Pay Act approaches, 
we ask to what extent gender pay gap reporting (introduced for 
large private and voluntary sector organisations in Britain last 
October and for large public bodies from this April) will bring 
about parity. See our feature on page 70 .

In our interviews, we speak with inspiring women about their 
work and ambitions. ACCA Council member Ayla Majid, the fi rst 
woman to be elected to the board of a stock exchange in Pakistan, 
is an outstanding role model for women in business. Cassandra 
Crowley, president of Chartered Accountants ANZ, ACCA’s 
strategic alliance partner, talks about why the profession must 
remain relevant in an increasingly digital world. And Texas-based 
Siobhan Pandya, director of continuous improvement and lean at 
cosmetics company Mary Kay, explains what leadership means to 
her and how she traces her work ethic back to her mother. 

Jo Malvern, editor, joanna.malvern@accaglobal.com
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▲ Royal address
The Princess Royal 
opened ACCA’s new 
Glasgow premises for 
its global operational 
centre – turn to page 77 
for the full story

▲ Doubleplusgood
George Orwell’s 
dystopian classic 1984 
has shot to the top 
of US bestseller lists 
after a Trump adviser 
defended a false claim as 
‘alternative facts’

▲ Space first 
US astronaut Jeanette 
Epps, pictured during 
a training session, will 
become the first black 
woman to join the 
International Space 
Station, in 2018

► Downtime villain
Forget cybercrime – the 
big threat to the world’s 
critical infrastructure 
comes from squirrel 
damage to cables, which 
has resulted in 879 
power cuts since 2013
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▼ Winning Formula
Bernie Ecclestone and 
six other executives 
stand to reap US$40m 
as Formula One auto 
racing is sold to US 
conglomerate Liberty 
Media

▼ Mail model
Royal Mail is to 
commemorate David 
Bowie with a set of 
10 postage stamps 
featuring six Bowie 
album covers as well as 
four of his tours

▼ One voice 
Protesters in Trafalgar 
Square, London after 
the Women’s March on 
21 January, one of many 
to take place around 
the world championing 
equality and diversity 
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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

Twelve steps to Brexit
Prime minister Theresa May 
has revealed 12 objectives 
that underpin the UK’s 
negotiating strategy for 
leaving the European 
Union. These are: maximum 
certainty; UK controlling its 
own laws; the strengthening 
of bonds between the UK’s 
four nations; retention of the 
Common Travel Area with 
Ireland; control of immigration; 
EU nationals living in the 
UK being given the right 
to remain, along with UK 
nationals living in other EU 
countries; maintaining existing 
protections for workers’ 
rights; free trade with EU 
nations while the UK seeks 
new trade agreements with 
other countries; stronger 
UK excellence in science 
and innovation; continued 
co-operation with EU nations 
on crime and terrorism; and a 
smooth, orderly Brexit.

Brexit ‘bad for planning’
Four in 10 SMEs say that 
their long-term planning is 
being inhibited by the lack 
of clarity over Brexit terms. 
Some 22% of SMEs say that 
they will not borrow to invest 
until the outcome of the leave 
negotiations becomes clearer, 
while 14% say they can no 
longer access fi nance from 
their preferred lender. The 
responses are contained in the 
latest Close Brothers Business 
Barometer. The survey also 
found that uncertainty around 
Brexit is causing SMEs to seek 
increased levels of advice. 
More on Brexit on page 24.

MTD presses on 
The draft legislation on Making 
Tax Digital was put out for 

consultation for four weeks on 
31 January. While the move 
is still planned for 2018, the 
government is yet to decide 
whether it will increase the 
£10,000 exemption threshold. 
Chas Roy-Chowdhury, ACCA’s 
head of tax, said that the body 
was pleased that logistics for 
business have been taken 
into account, and that HMRC 
says that there should be 
further consideration on initial 
exemption thresholds and 
deferring the changes for some 
small businesses. However, he 
added, ‘we are disappointed 
that there is no full-scale 
deferral especially in the light 
of Brexit, business uncertainty 
and the changes ahead; we 

hope the government’s fi nal 
decision will be a wholesale 
deferral to 2020 so that 
business can prepare. We also 
believe that SMEs need to be 
exempt at least to the VAT 
threshold at £83,000.’ More on 
MTD on page 56. 

HMRC confiscates £1.2m
HMRC has confi scated £1.2m 
from money launderers 
Moothathamby and 
Thilageswary Sriskantharajah, 
who were jailed in 2014 for a 
total of 19 years. They were 
found to have laundered 
£96m of drugs money. The 
confi scations included a 
£480,000 house in Middlesex 
and £200,00 of property in 

Germany, plus jewellery, a car 
and more than half a million 
pounds in bank accounts.

Concentrix deal slammed
Concentrix failed to meet more 
than half the performance 
targets set by HMRC under 
its contract to review tax 
credit payments, according 
to a report by the National 
Audit Offi ce. The contract 
was ended last November by 
mutual agreement because 
of performance failures. 
Concentrix had expected to 
save HMRC £1bn over three 
years but it actually achieved 
savings of £193m at a cost of 
£32.5m before the contract was 
suspended. Tax credits were 
stopped or amended in 12% of 
cases investigated but in a third 
the decisions were overturned 
– after claimants typically lost 
access to their payments for 
between six and eight weeks.

No expense spared
HMRC has published its top 
10 of the most optimistic 
expenses claims made 
by taxpayers in their self-
assessment returns. At the top 
of the list were holiday fl ights 
to the Caribbean and luxury 
watches supposedly given as 
Christmas presents to staff – by 
a company without employees. 
Other disallowed ‘expenses’ 
were for international fl ights for 
dental treatment; pet food for 
a ‘guard dog’ that was a Shih 
Tzu; Armani jeans claimed to 
be ‘protective clothing’ for a 
painter and decorator; work 
‘bonding sessions’ that cost 
thousands of pounds on 
drinks; personal underwear; 
a garden shed; betting slips; 
and caravan rental for a 
holiday weekend.

Celebrate International Women’s Day  

This year’s International Women’s Day on 8 March focuses 
on achieving gender equality in the workplace. The 
campaign, called #BeBoldForChange, is sponsored by EY. 
Organisations are encouraged to start their own initiatives, 
including, for example: challenging organisers of all-male 
speaking panel events; launching a purposeful female-
focused initiative; educating boys about stereotypes and 
violence against women; nominating women for senior 
jobs; donating time to a female-focused charity; providing 
mentoring; and forming a support network. To fi nd out 
more, visit internationalwomensday.com.
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Step up on analytics
Audit fi rms have been told 
by the Financial Reporting 
Council (FRC) that they should 
adopt a more structured 
approach to the use of data 
analytics. The FRC’s Use of 
Data Analytics in the Audit of 
Financial Statements thematic 
review identifi ed that data 
analytic techniques are not 
yet used widely. The review 
provides examples of good 
practice and recommends 
greater use of dedicated 
specialist staff and software.

Exemption not embraced
Only one in three small fi rms 
eligible for audit exemption 
has taken up the opportunity, 
statistics published by the 
Department for Business, 
Energy and Industrial Strategy 
have revealed. Those 
companies are estimated to 
have saved £4.6bn by not 
having their accounts audited. 
BEIS calculated the fi gures 
through a survey of 400 small 
fi rms. The government had 
expected that 80% of small 
fi rms would end the use of 
external auditors. 

Valuation goes global 
Valuation practices are moving 
towards greater harmonisation, 
following the launching of new 
standards by the International 
Valuation Standards Council 
(IVSC). Its new IVS 2017 
provides key guidance for 
valuation professionals globally 
to underpin consistency, 
transparency and confi dence 
in valuations. IVSC chairman 
David Tweedie said: ‘The 
valuation of assets, both 
tangible and intangible, plays 
an essential role in fi nancial 
and real estate markets – and 
therefore the global economy. 
IVS 2017 will be instrumental 
in improving valuation practice 
and will bring greater effi ciency 
to capital markets.’

Ethics overhaul
The International Ethics 
Standards Board for 

Accountants (IESBA) is 
strengthening the Code 
of Ethics of Professional 
Accountants and has 
restructured the existing code. 
‘This major upgrade will lead 
not only to a code that is more 
understandable and easier 
to use, but also to a more 
robust code with important 
substantive improvements 
in many areas, including 
auditor independence,’ said 
IESBA chairman Dr Stavros 
Thomadakis. ‘These goals 
ultimately underpin the public 
interest role of the global 
accountancy profession.’

Class divide
Professionals from working-
class backgrounds are on 
average paid £6,800 a year less 
than their colleagues whose 
parents were more affl uent. 
Part of the difference stems 
from different qualifi cation 
outcomes; middle-class 
students on average achieve 
better degrees. But even where 
graduates have the same 
educational and professional 
qualifi cations, someone from 
a working-class background is 
likely to be paid £2,242 a year 
less than more advantaged 
colleagues. Women and 
ethnic minorities typically 
suffer a ‘double whammy’ of 
pay disadvantage. The UK’s 
professions remain dominated 
by people born into affl uence, 
says the report from the 
Social Mobility Commission, a 
government advisory body.

Access all areas
School leavers should be 
given more information on the 
opportunities to undertake 
apprenticeships to enter the 
accounting profession, ACCA 
has argued. Apprenticeships 
are key to achieving a more 
accessible and diverse 
accounting profession, it 
says. ACCA research has 
shown that almost a third of 
British 16- to 18-year-olds 
have not received career 
advice on apprenticeships. »

Reach magazine
Reach magazine marks the launch of the strategic alliance 
between ACCA and Chartered Accountants ANZ.

Articles on a range of current issues highlight the common 
challenges facing professional accountants across the 
world, whatever their role.

Get the Reach magazine app for:
* iPhone or iPad
* Android
* Kindle

Or read Reach online at accaglobal.com/alliance

Trump abandons TPP 

Donald Trump has withdrawn the US from the Trans-Pacifi c 
Partnership (TPP) negotiations in one of his fi rst acts as 
president. This leaves the focus of the TPP as a trade 
agreement between Asian nations and with Australia. 
President Trump said his decision was taken to protect the 
interests of US workers and to ensure that trade deals are 
fair and economically benefi cial to the US. Further trade 
deals will be conducted on a bilateral basis, he added.
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John Williams, head of 
ACCA UK, said: ‘Vocational 
courses can be invaluable in 
giving students early exposure 
to a profession, along with a 
range of transferable skills. 
If we can open more access 
routes to STEM-based 
careers, such as accountancy, 
we will see improvements 
in the social mobility and 
diversity of the profession.’ 

Government petitioned
Parliament’s Petitions 
Committee has told the 
government to do better 
in responding to petitions 
from the public, after it took 
40 days to produce a short 
response that did not deal 
directly with the points made 
in a petition on dress codes. 
The petition was initiated 
by Nicola Thorp, sent home 
by the agency Portico for 
not wearing high heels at a 
reception in a PwC offi ce. 
The dress code was not 
that of PwC. The Petitions 
Committee has urged the 
government to produce a 
more considered response. 

Rolls-Royce admits charge
Rolls-Royce falsifi ed its 
accounts in a failed attempt 
to conceal a widespread 
practice of corruption to win 
contracts around the world, 
the company has admitted. 
Multimillion-dollar bribes were 
paid to win deals in Brazil, 
Russia, China, Indonesia 
and Thailand. The Serious 
Fraud Offi ce agreed to drop 
the prosecution against 
Rolls-Royce in return for the 
company agreeing to pay a 
£671m fi ne to authorities in 
the UK, the US and Brazil and 
adopting new compliance 
procedures.

BT increases writedown 
BT has increased its balance 
sheet writedown from 
£145m to £530m following 
an investigation by KPMG of 
accounting practices at BT 
Italia. ‘These investigations 
have revealed that the 
extent and complexity of 
inappropriate behaviour in 
the Italian business were 
far greater than previously 
identifi ed and have revealed 

improper accounting practices 
and a complex set of improper 
sales, purchase, factoring 
and leasing transactions,’ 
said BT in a statement. BT 
Group chief executive Gavin 
Patterson added: ‘We are 
deeply disappointed with 
the improper practices 
which we have found in our 
Italian business.’

BHS costs rise
Duff & Phelps’ fees as 
administrators to BHS have 
risen from an originally 
estimated £3.5m to a now 
likely £4.03m, the fi rm has 
explained in a letter to Frank 
Field MP, chair of the House 
of Commons Work and 
Pensions Select Committee. 
Philip Duffy, its managing 
director, describes the 
increase as not ‘particularly 
unjustifi ed or unexpected’. 
He points out that the BHS 
administration was the 
largest in retail since those of 
Woolworths and Comet, fees 
for each of which were over 
£10m. Field had criticised the 
fees increase. 

CFOs on the move
Neil Cooper, the CFO of 
Barratt Developments, has left 
the company with immediate 
effect and by mutual 
agreement. Barratt’s CEO, 
David Thomas – who was the 
previous CFO – will undertake 
the responsibilities until a 
replacement is appointed. 
Mitie Group has announced 
that its group fi nancial 
director Suzanne Baxter is also 
stepping down, after 11 years 
in the post. Sandip Mahajan 
has replaced her.

GM settles SEC charges
General Motors has agreed 
to pay a £1m penalty to settle 
US Securities and Exchange 
Commission charges related 
to defi cient accounting 
controls. The SEC claimed 
that the weak controls meant 
the company did not properly 
assess the potential impact 
on its fi nancial statements of 
a defective ignition switch 
in some vehicles, breaching 
GAAP requirements. 
Accountants at GM should 
have properly considered the 
likelihood of a product recall 
and the potential cost of this, 
said the SEC. GM did not 
admit or deny the charges.

Industrial action
The government has unveiled 
its Industrial Strategy, 
intended to lead the UK to 
greater economic prosperity 
post-Brexit. ACCA has 
called on the government 
to ensure that the strategy 
properly addresses the 
need to raise productivity 
and improve the skills base. 
John Williams, head of 
ACCA UK, said: ‘To succeed, 
government must prioritise 
growth-driving industries 
including our world-leading 
business and professional 
services sector, which 
accounts for an estimated 
14% of GDP. The accounting 
profession is an important 
part of this sector, as well as a 
great British export.’
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The cost of catastrophe

A total of 315 natural catastrophe events generated economic losses of US$210bn last year, 
according to Aon Benfi eld’s 2016 Annual Global Climate and Catastrophe Report, making 
it the seventh highest year on record, with the combined economic loss topping US$200bn 
for the fi rst time since 2013. Flooding, earthquakes and severe weather were responsible for 
70% of all economic losses. All major perils beat their recent 10-year averages apart from 
tropical cyclone, European windstorm and winter weather. The US saw 14 individual billion-
dollar events, while APAC was second with 13, EMEA followed with four and the Americas 
experienced three. 
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£2.6bn
(-25%)

15/16

Boardrooms challenged
WomenCorporateDirectors 
has identifi ed 10 challenges 
for boardrooms this year. 
The organisation lists the 
leveraging of local talent for 
global challenges; the capacity 
to disrupt without being 
destructive; dismantling old 
business models; conducting 
oversight without undermining 
senior management; early 
engagement in strategy; 
thinking across functions; 
bridging information gaps; 
connecting directors with 
institutional investors; 
engaging the CEO in 
investor discussions; and 
communicating what 
is important. 

KPMG is inclusive 
KPMG has been listed 
among the 10 most inclusive 
employers in Britain, with PwC 
in the top 20, by Stonewall, 
the lesbian, gay, bi and 
trans equality charity. EY 
and Accenture were named 
as ‘star performers’ among 
professional services fi rms. 
Maggie Stilwell, managing 
partner for talent at EY, said: 
‘We recently launched support 
guidelines on gender identity, 
expression and transition, 
to help provide more 
explicit support for our trans 
colleagues and their teams, 
an important step on our 
ongoing journey to continue 
to make sure everyone can be 
themselves at EY.’

PwC partners with Oracle 
PwC has entered into a global 
collaboration with Oracle to 
provide a compliance solution 
to the new IFRS 9 standard, 
which banks must comply with 
from 2018. Oracle is to supply 
analytical software, while 
PwC will provide compliance 
consulting and implementation 
expertise. The systems 
offer banks technology 
cost benchmarking, as 
well as analysis of IFRS 9 
requirements, including 
cashfl ow calculations.

PwC hires GE tax team
PwC will receive more than 
600 tax advisers from GE in 
April, under a partnership 
arrangement with GE to 
provide it with integrated, 
enterprise managed tax 
services on a global basis. GE’s 
team will transfer to PwC’s tax 
practice, based in the US. ‘The 
calibre of talent joining our 
fi rm from GE is remarkable,’ 
said PwC’s vice chairman 
and US managing partner 
Mark Mendola. ‘Integrating 
GE’s talent with PwC’s broad 
capabilities will allow us to 
deliver upon the tax function 
of the future in an increasingly 
digitally enabled tax world.’

EY goes borderless 
EY is integrating its advisory 
services in Africa, India and 
the Middle East, bringing 
together 7,000 consultants 
and 280 partners across 
member fi rms in 50 countries. 
AIM advisory leader Gerard 
Gallagher said: ‘We are 
seeing an increased demand 
from clients in fi nancial 
services, transportation, 
consumer products, retail 
and the energy sectors for 
additional support in their 
growth and effi ciency agendas 
across three of the fastest 
growing regional economies 
in the world. These regions 
have natural synergies and 
are the new trade route for 
business, with a market of 
about three billion people.’

‘Move beyond numbers’
The traditional role of the 
CFO has evolved, concludes 
EY’s report, The DNA of the 
CFO. Empathy, innovation and 
measuring against purpose 
are all now as important 
as number crunching. The 
fi ndings came from a global 
survey of 769 fi nance leaders. 
‘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,’ 
commented James Meader, 
EY’s fi nance performance 
improvement advisory leader 
for the UK and Ireland.

Resilience required
Emerging markets are being 
held back from inclusive and 
sustainable growth by their 
lack of effi cient and resilient 
fi nancial systems, according 
to PwC’s report, Geared 
up for growth. ‘Financial 
services organisations should 
realise that many of the 
groundbreaking innovations 
in FS are being spearheaded 
in Asia and other emerging 
markets, said Andrew Nevin, 
chief economist at PwC 
Nigeria. ‘Without ageing 
legacy systems to hold them 

back, they have clean sheets 
upon which to harness the 
latest developments in 
technology and develop 
their own distinctive 
business models.’

Mackintosh moves
Ian Mackintosh, former vice 
chairman of the International 
Accounting Standards Board, 
has been appointed the new 
chair of Corporate Reporting 
Dialogue. The Dialogue 
brings together organisations 
that infl uence corporate 
reporting and is convened by 
the International Integrated 
Reporting Council. Mackintosh 
takes over from Huguette 
Labelle, a former chair of 
Transparency International.  ■

Paul Gosling, journalist

Correction

John Lelliott FCCA was awarded an OBE, not MBE, in 
the New Year’s Honours for services to the Crown Estate 
and the voluntary sector. We apologise for the error in the 
February edition.

HMRC reaps rewards from big business

HMRC investigations into corporation tax paid by the UK’s 
biggest businesses yielded an extra £2.6bn in revenue in 
2015-16, according to law fi rm Pinsent Masons. Although 
the total amount of additional corporation tax collected 
has fallen since the previous year, decreasing 25% from 
£3.5bn, the fi gures highlight that investigations into 
corporation tax paid by large corporates are still a rich 
source of extra revenue for HMRC. 
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‘When I take on 
these positions, I 
feel I have some 

responsibility 
to represent my 

gender’

12 Focus | Interview

Accounting and Business 03/2017

INT_F_Majid.indd   12 08/02/2017   18:03



CV

Trail blazer
Ayla Majid FCCA was the first woman to be elected to the board of a stock exchange in 
Pakistan, and with an MBA and a law degree under her belt, she is a formidable role model

decision to gain additional qualifications. ‘I figured I needed to 
improve my understanding of accounting and of how contracts 
are made,’ she says. She did so by completing a law degree in 
2008, just two years after gaining her ACCA Qualification. 

Natural choice
‘ACCA was the natural choice,’ Majid says. ‘It had the best-
quality curriculum and was relevant to what I was doing. »  

ACCA Council member Ayla Majid, a director of 
business advisory services at Khalid Majid Rehman 
Chartered Accountants (KMR), is a trailblazer for 

women in business in Pakistan. Not afraid of new challenges, 
she is becoming used to being the sole woman at the 
decision-making table, but hopes others will follow. 

At KMR, Majid specialises in project advisory, mergers and 
acquisitions, public-private partnerships and public policy 
in areas such as infrastructure (including roads and bridges), 
minerals, energy and communications. ‘I advise from one 
end to the other – from evaluation of bids to carrying out 
negotiations on the concession agreements and all the way to 
the financial close – working with all the stakeholders,’ she says. 

Her breadth of qualifications and experience is valuable here. 
As well as her ACCA Qualification, Majid also has an MBA from 
the Lahore University of Management Sciences and a law degree 
from the University of London, gained through distance learning. 
‘The tripod I have – business, accounting and law – really helps in 
doing the 360 and closing the loop,’ she says. 

In an early public policy assignment in 2006, Majid 
helped the Ministry of Petroleum and Natural Resources 
revamp Pakistan’s national mineral policy. More recently, 
she participated in a major project on resource assessment 
for shale gas in Pakistan. ‘My role was to do the capital 
investment profiling and assess the regulatory and fiscal 
framework,’ she says. ‘I had to analyse the existing regulations 
and framework, and study the infrastructure available, and then 
present to the government the framework to move towards in 
the formation of policy.’ 

Majid found herself rapidly becoming a rare expert in 
shale gas policy formulation and operations, a new field in 
Pakistan. ‘I had to study extraction technologies and interview 
almost all the significant players in the market,’ she says. ‘I 
watched a lot of YouTube videos. I soon found myself giving 
“shale gas 101” lessons to lawyers.’ 

Majid started her career in business, with no immediate 
plans to enter the accountancy profession. Having graduated 
with her MBA, in 2000 she joined Fauji Foundation, a charitable 
trust founded in 1954 for the welfare of ex-servicemen and their 
dependants and one of the largest business conglomerates 
in Pakistan. Her role involved restructuring a portfolio of 
commercial companies from across a range of sectors, including 
power, cement, sugar, technology and oil and gas. ‘I was working 
on fixing lots of different projects and I would interact frequently 
with lawyers, accountants and bankers – International Finance 
Corporation and the like,’ she says. The experience triggered her 

2016
Appointed an independent director 
on the board of the Islamabad Electric 
Supply Company 

2015
Became one of the World Economic 
Forum’s Young Global Leaders

2014
Became an ACCA Global Council member

2013
Member of committee drafting first code of governance 
for public-sector entities in Pakistan

2010
Elected to board of Islamabad Stock Exchange. Became 
vice chair of ACCA Pakistan’s Members’ Network Panel

2008
Gained law degree from the University of London

2006
Founded and became CEO of CAMCO, a capital markets 
and advisory company (presently holds trading licence of 
Pakistan Stock Exchange); gained ACCA Qualification.  

2004
Joined Khalid Majid Rehman as director of business 
advisory services

2000
Joined Fauji Foundation as investments analyst. Gained 
MBA from Lahore University of Management Sciences
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Basics

Tips

Majid is also chief executive of CAMCO, a brokerage and 
investment advisory company that she set up in 2006. ‘That’s my 
platform for working in the capital markets,’ she says. ‘My work has 
been particularly in the policymaking, governance and regulatory 
area.’ Such experience has helped to make her a trailblazer for 
professional women in Pakistan to the extent that in 2010 she 
was elected to be a member of the board of the Islamabad Stock 
Exchange. She later worked on demutualisation of the exchange 
and most recently she was part of the team that restructured the 
capital markets, resulting in the merger of three stock exchanges, 
which led to the creation of the Pakistan Stock Exchange. 

‘It was like breaking the glass ceiling,’ Majid says. ‘At the 
beginning there was a bit of resistance or lack of acceptance 
from male colleagues because it was new. I was one woman 
among nine men. But I really enjoyed it; I learnt from working 
with them. I realised that as women, we have a slightly different 
way of thinking and it is extremely important that we work 
together and contribute to each other.’ 

She believes that her presence modulated the 
atmosphere for the better. ‘When I walked in I got a 
tremendous amount of respect and the environment would 
change,’ she says. ‘Men would straighten up and talk in 
a slightly more mellow fashion.’ But she also found she 
sometimes had to challenge their views. 

‘I had to take a strong position on certain areas, such as 
the need to carry out business in the most ethical manner,’ she 
explains. ‘I had to face some strong challenges also. I found 
these situations to be tough but I thrive on challenges. When 
I joined the board in 2010 I was able to change the opinion of 
the entire board to agree with my perspective on a number of 
areas where all the nine men initially had a contrary, very strong 
position. I did it by communication and persuasion, being 
professional, not being intimidated and not giving up.’  

Opening doors 
Majid is also one woman among men in her role as an 
independent director of the Islamabad Electric Supply Company, 
having been nominated by the Ministry of Water and Power. ‘I 
also chair the audit committee,’ Majid says. ‘I really enjoy working 
there; it’s exciting and challenging.’ She would be happy to see 
more women join her on such boards. ‘I feel the work I am doing 
is opening doors for other women,’ she says. 

‘When I take on these positions, I feel I have some 
responsibility to represent my gender so that men know there 
are smart women out there who can do the role as effectively 
as anyone else.’

ACCA activities also feature in Majid’s diary. She was on the 
Members’ Network Panel in Pakistan before joining Council in 
2014. She is a strong ACCA advocate. ‘ACCA is a great door-
opener for women all over the world,’ she says. ‘Women in 
developing countries don’t always have access to education, so 
they need flexibility. Not all women can have full-time jobs; there 
could be cultural restrictions or family commitments. ACCA is 
a qualification they can pursue from the comfort of their own 
homes. They can work flexibly and have access to networks all 

It also had the right kind of flexibility; I was working so couldn’t 
do full-time study.’ During this period Majid decided to join KMR, 
the accountancy firm her father had founded in 1975, as a director 
in its business advisory service. ‘I had completed the bulk of the 
restructuring task at Fauji Foundation so there wasn’t much left for 
me to do there,’ she says. At the same time, she realised that her 
multisector experience would be valuable to KMR.  

* KMR’s roots stretch back to 
1975, with the formation of 
chartered accountancy firm 
Khalid Majid & Co.

* The firm provides accounting, audit 
and assurance, taxation advisory, 
business advisory and other corporate services.

* The firm has a team of 40-plus professional and 
support staff; its national office is in Islamabad. 

* KMR works with government agencies, donors, large 
multinationals and local organisations, including 
the Ministry of Petroleum and Natural Resources, 
the Privatisation Commission, the National Highway 
Authority, United States Agency for International 
Development, UN organisations and the World Bank.

* Key sectors for KMR are oil and gas, minerals and 
infrastructure. 

* ‘Having a qualification is 
extremely important. Wherever 
we are working, we are 
professionals first; we are 
experts in our own field. So 
one has to invest in oneself 
immensely and continuously – 
because the world is changing and we need to keep 
abreast of those changes to stay relevant.’ 

* ‘My advice to young women is – even if your view is 
in the minority – use persuasion and keep on going. 
You can change opinions through communication. So 
don’t give up and don’t be intimidated.’ 

* ‘ACCA is a lifetime career partner. There’s an amazing 
amount of ACCA research on industry sectors and 
areas such as corporate governance and with a 
global perspective. Working in a developing country, 
it’s a privilege to have access to such great depth of 
research and a great network of people.’
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now graduated from university, with 
some aiming for a career in the civil 
service and accountancy. 

While still aiming for a top 
leadership role, Majid wants to ‘give 
back’. This she is also doing through 
her role as one of the World Economic 
Forum’s Young Global Leaders, 
teaming up with other talented 
individuals from around the world and 
all disciplines. ‘I was very humbled to be 
nominated,’ Majid says. ‘I get to interact 
with a phenomenal group of high 
achievers from all over the world – from 
business, professions, politics, music, 
art, the social sector. The idea when 
we get together is to have a positive 
impact for the global good.’ Majid, for 

example, is involved in initiatives aiming to provide electricity to 
isolated villages and give support to refugees.

Majid is also a great believer in continuous learning and 
development. In the spring of 2016 she spent two weeks at 
Harvard University in the US, completing a module on global 
leadership and public policy. How does she find the time for so 
many activities? She quotes a saying of a former boss at Fauji 
Foundation which made a big impression: ‘When there is a night 
in between, you are never short of time.’  ■

Sarah Perrin, journalist

over the world. So having the ACCA 
Qualification is extremely important.’ 

ACCA offers more than an 
accountancy qualification, Majid adds. 
‘We don’t only work as accountants. 
My role is sometimes about strategy. 
When I am sitting on boards it is about 
governance. In my own company I work 
as an entrepreneur. When I am working 
on delivering assignments, it’s about 
working as a professional.’ 

Majid gives substantial credit to 
ACCA for her success. ‘We are all a 
product of our experiences,’ she says. 
‘Because of ACCA I have met amazing 
people and had amazing experiences.’  

Economic empowerment
Her belief in the value of sound qualifications is reflected in her 
membership of the board of governors of the Helpcare Society, 
a not-for-profit organisation set up by a retired army general to 
run schools for underprivileged children. ‘It’s about providing 
quality education and putting them on the path to completing 
professional qualifications so they can come out of the loop 
of their underprivileged status,’ Majid says. ‘They can become 
independent and help their families. Having a qualification like 
ACCA’s is extremely important for economic empowerment. 
That’s true for women, for people in refugee camps and for 
people who are underprivileged.’ Helpcare’s first students have 

‘Having a 
qualification 

like ACCA’s 
is extremely 

important 
for economic 

empowerment’

15

03/2017 Accounting and Business

Interview | Focus

INT_F_Majid.indd   15 08/02/2017   18:03



Equal footing
Roundtable participants agree that accountancy offers women flexibility in their careers 
and the opportunity to rise to the top. So is the gender debate over for the profession?

in smaller companies in male-dominated 
industries. She hasn’t found her gender 
to be a barrier. ‘In the SME sector there is 
a ceiling, but it’s not limited to women,’ 
she says. ‘As there are only so many top 
jobs, ambitious professionals tend to seek 
out new challenges at other businesses 

once they’ve outgrown a role. Only a few SMEs grow fast enough 
to support talent retention. In multinational corporates there are 
more options for internal mobility.’

Best admits to working long hours, ‘but that’s a choice’, she 
says. ‘I’ve chosen to work late and probably have always made 
that choice. Others choose otherwise. There’s no right or wrong 
balance, it’s up to the individual. But you shouldn’t expect to 
achieve as much or get as much reward. Value is linked to the time 
you spend creating it, and creating sustainable value takes time.’ 

No barriers to success
The consensus around the table was that women in finance have 
options – whether in professional practice, the public sector or 
corporate world. They can choose to work flexibly or part-time, 
and to work for themselves. They can build careers that enable 
a reasonable work-life balance. Or they can choose to work long 
hours and, if they do, there are no perceived barriers in the way 
to the top – FTSE 100 roles are attainable if desired.

There was also agreement about the need to be realistic – 
‘realistic about what time you have’, as Thompson explains. ‘We 
put so much pressure on ourselves because we have families 
and careers. Many people try to do too much and we criticise 
ourselves for not achieving. Someone said to me a few years 
ago, “Be kinder to yourself”. It’s about having the confidence to 
say what you will and won’t do with your time.’ 

Christmas echoes the sentiment: ‘When someone asks you 
if you have the capacity to do something and you don’t, don’t 
be afraid to say no. Being honest about what can realistically be 
achieved is something I firmly believe in.’

The roundtable participants were also united in their 
opposition to quotas designed to get more women into senior 
positions. ‘I never want to be given a job because I am a woman, 
over a man who is equally capable,’ Thompson says. Nor is there 
much support for voluntary targets. ‘It’s the same thing – a quota 
with sugar on top,’ Thompson comments. Corporate reporting 
on diversity could be helpful, however, to share understanding 
on how far companies are making progress.

From an individual perspective, supportive networks are seen 
as helpful for building fulfilling careers. ‘I believe in building 

It may be an encouraging sign: the 
three ACCA members sharing their 
views on women in business at 

an ACCA roundtable discussion say 
that the accountancy profession has 
thrown up no notable gender-based 
barriers to their success as long as you 
are prepared to put the hours in. In fact, gaining a finance 
qualification has proved itself a good way to open doors and 
build flexible careers.

‘In my area, many of the people in senior roles are women,’ 
says Tracey Christmas, interim lead finance business partner at the 
high security and women’s estates in the Ministry of Justice (MoJ). 
‘Certainly in the prison service there are no barriers for women 
in accounting. Our most senior finance business partner over the 
whole service is a woman, and our previous director of finance 
was a woman who has now moved on to even greater things.’ 

Long-standing policies in the public sector have had an 
impact. ‘My experience in the prison service and MoJ is that they 
have very strong diversity and equality policies,’ Christmas says. 
‘They’re embedded and there are opportunities for everyone.’

Lisa Thompson has had similarly positive experiences in the 
private sector. Four years ago, after rising through the ranks at the 
advertising group Saatchi & Saatchi, she founded Blue Acorns, 
which gives small businesses access to the services of multi-
disciplined professionals. She is also managing director of the 
Timewise Foundation, a community interest company that runs 
a variety of services and projects designed to stimulate the part-
time and flexible job market. ‘Finance is an area that’s probably 
quite conducive to women working,’ Thompson says, referring to 
technology as an enabler of more flexible approaches. ‘Even in the 
mainstream corporate world at Saatchi, where I worked across the 
European network, there were as many women as men, and there 
were female FDs. It was a really healthy mix.’ 

It was the need to work flexibly after starting a family that 
pushed Thompson to leave the ad agency – working four days a 
week, as she was doing, wasn’t going to enable her to progress 
further in the company. ‘I had probably hit a ceiling in how far I 
could go with that flexibility,’ she says, although the next step up 
wasn’t necessarily her goal. ‘I wanted more autonomy over my 
career and professional life, and to be able to see my children 
when they were little. To do this, I set up Blue Acorns, which also 
strives to provide this flexibility and autonomy to professionals 
looking for this same level of balance in their careers.’

Rhonda Best, a director at Alexander Bain & Associates, a 
consultancy focused on growth strategies for SMEs, has worked 

► Role models
From top: management consultant 
Rhonda Best FCCA, civil servant 
Tracey Christmas FCCA and entrepreneur 
Lisa Thompson FCCA have all forged 
successful careers in accountancy
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strong, genuine relationships and collaborating with people,’ 
says Thompson. 

Christmas has enjoyed the benefits of local ACCA panels and 
found a network within the public sector. In her area of the prison 
service, there is plenty of communication by phone, email and 
in person. ‘There’s a huge community of accounts professionals,’ 
she says. ‘We’re always asking each other questions.’

Best too believes in the value of networks, having started an 
Aspiring Executives committee for like-minded professionals 
and senior managers. ‘You can support each other and gain 
broader skills than you can get at work,’ she says. ‘Groups like 
these support development as well as providing a network that 
sees your potential.’ This approach can be particularly helpful to 
individuals in the SME environment, Best suggests. The concepts 
are similar to those espoused by Sheryl Sandberg, CEO of 
Facebook and author of the book Lean In: Women, Work and the 
Will to Lead. Best recommends visiting bit.ly/meetup-Aspiring  
or leanin.org/about for more information about creating your 
own group or finding mutual support.  

Patience is not a virtue 
With varied experiences to share, the roundtable participants 
offered advice to younger, aspiring finance professionals. ‘Be 
impatient,’ says Best, who was once told ‘to wait your turn’. This 
was at an SME, where there were few avenues for development. 
She adds: ‘It’s unwise to stop growing and learning. If the size 
of the business doesn’t permit that, realise early on that the 
opportunities are not going to be there. Be impatient and create 
your own openings.’

For Christmas, finding enjoyable work is the key. ‘Do 
something you want to do, because you spend an awful lot of 
your life at work,’ she says. She has held a variety of roles in a 
range of organisations. ‘When I have thought I was getting a bit 
stale and not enjoying something, I’ve moved on.’

Thompson recalls her father’s advice: ‘He always said, have 
courage in your own convictions. Confidence isn’t something 
anyone can give you, but generally you do become more 
confident as you get older.’ 

Her second piece of advice draws on her own experience of 
raising small children. ‘Be nimble in your approach,’ she says. 
‘Don’t think there’s just one path for you. Even if you are taking 
a career break, keep your hand in, because you don’t know what 
you are going to want to do tomorrow. Technology has changed 
vastly in the past 10 years and I hear people talking about work 
and saying, “I don’t think I could do that any more”. It comes 
back to confidence. So be agile in your approach. Keep your 
options open.’

There was general agreement around the room that being 
kind to oneself (as well as others) is important for a fulfilling 
and happy finance and business career. ‘Take some time out 
for yourself,’ Christmas encourages. ‘Every year I treat myself to 
a stay in a health spa. I don’t take my phone. I read, relax and 
recuperate. It’s wonderful.’ ■

Sarah Perrin, journalist
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Stepping up
Women around the world need to break the ‘culture of exclusion’ to win executive and 
non-executive board appointments. It’s all about putting yourself out there

database of experienced, capable women suitable for board 
appointments. ‘We are trying to show the world there are 
amazing board-ready women out there, and put them in front of 
people who can appoint them,’ Johnson says.

Norway’s success – current statistics show that female board 
participation has now stabilised at over 40% – reflects its legal 
requirement for at least 40% of company board members to 
be women. However, Turid Solvang, chair of the European 
Confederation of Directors Associations (ecoDa) and co-founder 
of the Norwegian Institute of Directors, says there has been a 
‘huge discussion’ about how well the quota system has worked.

‘In getting women on boards, it did work definitely,’ she 
says. ‘What the quota didn’t do was get more women into top 
management positions. So that is the discussion in Norway now 
– what do we do to get more women to the top of the corporate 
ladder? Not as board members, but as management executives.’

Cora van Nieuwenhuizen, an MEP from the Netherlands 

According to PwC’s 2016 Women in Work Index, 
female boardroom membership in OECD countries 
has been increasing. Norway currently leads the way, 

with women making up 39% of board members in publicly 
listed companies in 2015. In the UK, PwC’s data showed that 
women accounted for 17% of plc board members.

Candace Johnson, a leading light in the global satellite 
industry and a serial entrepreneur with huge board experience, 
thinks that women still face barriers when seeking board 
positions. Despite her own industry reputation and extensive 
network, she feels she owes two of her board positions to the 
introduction of quotas requiring female participation. ‘It took 
quotas for those companies to come to me,’ she says. 

Johnson is now doing her bit to help other women find board 
positions, having helped to launch Global Board Ready Women, 
which ACCA supports. The initiative, involving business schools 
and professional organisations, has resulted in a searchable 
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and former banker, says: ‘Diversity on 
boards improves the performance of 
companies. Women tend to be more 
prudent with risks.’ She believes that 
targeted searches are the best way 
to get more women appointed, and 
she also supports voluntary targets 
for businesses. However, she opposes 
quotas. ‘Quotas are for fish and not for 
women,’ she says. 

Martina Dlabajová, a Czech MEP 
and former businesswoman and 
consultant, believes the focus should 
be on enabling a flexible labour 
market (with widespread part-time and 
home working) to help women remain 
in work while also meeting childcare 
responsibilities. She encourages 
companies to incorporate gender equality into their corporate 
social responsibility initiatives. ‘Boards will include more women 
simply because corporate social responsibility goes hand in hand 
with equality,’ she says. ‘Those organisations that take timely, 
appropriate measures will gain a decisive competitive edge.’ 

ACCA Council member Japheth Katto, a corporate 
governance consultant, similarly thinks companies need to 
strengthen their pipeline of female talent. ‘You have to build 
from the bottom up to start getting women into executive 
positions,’ he says. ‘Then women can build expertise to equip 
themselves to become board members.’ 

Katto also calls for board selection processes to be made 
more transparent, to minimise the risk of appointments going 
to obvious, known candidates, who are less likely to be women. 
‘The system can be a culture of exclusion, so we need to work on 
that,’ he says. ‘It can be hard for women to break in.’

Be confident – and network
Van Nieuwenhuizen advises aspiring women directors: ‘Work 
hard, show confidence and don’t be shy.’ 

Datuk Zaiton Mohd Hassan, senior independent non-
executive director (NED) of the Malaysia-based multinational 
Sime Darby Berhad and ACCA Council member, advises women 
to network – and not only with other women. ‘If 90% of board 
members are men, sitting with the women is not going to get 
you appointed, so mingle,’ she says. ‘Strike up a conversation. 
You have to market yourself, and the best person to market 
yourself is you. What are you offering to be able to sit on a 
board? You have to find the right professional way to bring that 
value across and let other people see what they’re missing out 
on if they don’t appoint you.’ 

Solvang encourages women to plan their careers early 
on, to gain experience that will make them attractive board 
members. ‘My key advice would be to make sure you have P&L 
responsibilities,’ she says. ‘And if you are taking maternity leave, 
get back on track as soon as you come back to the company.’

Johnson suggests women could start their board careers 

– and gain valuable experience – by 
seeking to join the board of a large 
not-for-profit organisation or a start-
up company. Experience of running 
your own business can also make you 
attractive to companies looking to 
recruit NEDs. ‘Boards are increasingly 
looking for entrepreneurs,’ Johnson 
says. Building a network is important 
too, she observes. ‘The reason people 
ask me to go on start-up boards is 
because of my network. I can pretty 
much call up anybody.’ 

At the same time, women should 
be selective about the boards they 
join. ‘Non-executive directors have 
increasing duties and responsibilities, 
and before accepting a mandate, 

you must be well aware of the risks you could face, even from 
a reputational point of view,’ says Paola Schwizer, ecoDa board 
member and chair of Nedcommunity, the Italian association of 
NEDs and independent directors. ‘You should ask questions 
about the company, the management, the other board members, 
the shareholder expectations. Being an NED can be a terrific 
experience, but you must be ready to face difficulties and you 
must feel confident in your ability to manage them.’

Finding alignment
Professor Lutgart Van den Berghe, executive director of Guberna 
(the Belgian Governance Institute) and chair of ecoDa’s policy 
committee, advises a ‘humble’ attitude on gaining your first NED 
appointment. ‘Be realistic about what your value added can be 
to that company and how you can deliver that value added,’ she 
says. ‘You should also be aligned completely with the mission 
and values of the company.’ 

Once an NED is appointed, Van den Berghe recommends 
that, initially, they take time to learn how that specific board 
operates. ‘Board dynamics differ from one company to another 
and from one chairman to another,’ she says. ‘In the beginning, 
you should learn the unwritten rules about intervention, about 
critical position-taking. If you want to be an independent 
director, you are not there to say yes all the time – but if you want 
to be a constructive director, you can’t say no all the time. 

‘You need to find the balance between being critical and 
trying to reach a consensus, because a board is a collective that 
should reach a consensus.’ ■

Sarah Perrin, journalist

‘If 90% of board 
members are 

men, sitting with 
the women is not 

going to get you 
appointed, so 

mingle. Strike up 
a conversation’

For more information:

See ACCA guidance on NED-ships at accaglobal.com/
ned-advice

PwC’s Women in Work Index is at bit.ly/wiw-index
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The view from
Ania Blasik FCCA, portfolio director, InfraRed Capital 
Partners, who has an eye on the future

After coming to England to improve 
my English language skills I met my 
future husband. Life took a decisive turn  
when he engaged a small accounting 
practice to manage the books of his 
business. The practice encouraged me to 
work for them. 

I was in my mid-20s and also raising 
a young son but I was ready for a 
challenge and started studying for my 
ACCA Qualifi cation. One of the main 
attractions of ACCA was the fl exible 
approach, which fi tted my tight daily 
schedule. I used to get up at 5am to go 
grocery shopping and prepare the dinner 
before taking my son to school. 

The keys to my success have been 
determination, hard work and an ability 

to accept failures, learn from them 
and move on. I challenged myself by 
moving into the world of real estate and 
investment funds. I was eager to learn and 
worked my way up, picking up my fi rst 
fund after a couple of years. I then started 
training staff before progressing to senior 
fund accountant and later fi nance manager.

I eventually wanted to benchmark 
myself against other people in the 
industry and moved to MSeven. 
Adapting to new challenges boosted 
my confi dence. I realised I was capable 
of progressing further in my career and 
began to focus on the future. 

Moving to InfraRed gave me additional 
responsibilities. Over the years I have 
gained an extensive knowledge of 
European real-estate funds including 
structuring, fi nancial reporting and 
complex transactions. I hope to utilise and 
enhance my knowledge in my new role.

I operate in a predominantly male 
environment. A few years ago women 
may have been perceived as aggressive 
whereas a man would be seen as 
confi dent. I have gained not one but 
several thick skins over the years. 
Thankfully now you see more women 
stepping up to higher positions and 
taking on more leadership roles. 

Old perceptions about women are 
being swept away. Women are still 
under-represented in leadership positions 
but this is changing. We are now seeing 
more women breaking into the ‘old boys’ 
club’ and working with men, on an equal 
footing, to create real value.

I always have one eye on the future. 
I am learning as much as I can and am 
determined to keep progressing. 

Another key to happiness is downtime. 
I enjoy a variety of sports as well as 
baking, in particular a hybrid English/
Polish cake which I have perfected over 
the years. ■

Old perceptions 
about women are 
being swept away. 

Women are still 
under-represented 

in leadership 
positions but this 

is changing

Snapshot: construction

With increasing urbanisation and 
the world’s population predicted 
to rise to eight billion by 2025, the 
construction sector looks set to 
grow signifi cantly over the next 
decade. Emerging markets in China 
and India, and more established 
ones like the US, are likely to 
lead the charge. Other markets, 
however, including western Europe, 
could contract.

Despite the broadly positive 
outlook, construction can often 
be the first sector to head into 
recession and the last to come out. 
It is resilient, however, finding ways 
to deal with economic realities and 
political uncertainties.

Construction projects are 
notoriously complex, with no simple 
cost model; each project is different 
and finance professionals have to be 
able to digest complex information. 
This involves working closely with 
non-finance teams and managing 
large supply chains. Margins are 
often small; accurate budgeting 
at the tender stage and being 
able to forecast outcomes and 
set appropriate key performance 
indicators are all crucial.

The next few years promise to 
be very interesting for the sector. 
With skills shortages, rising material 
costs and political changes raising 
uncertainties over global trading 
relationships, construction firms will 
need to be alert to challenges and 
opportunities in global markets.

Kelly Boorman is head of 
construction at RSM
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The how-to 
of integration
The benefi ts of integrated reporting are 
well documented. But how do you actually 
go about producing a report? Sima Varsani 
and Vicki Wright offer some tips

As we repeatedly hear, there’s a gap 
between what investors need to 
know and what corporate reports are 
telling them. And this gap seems to be 
growing, partly because signifi cant risks 
are increasingly non-fi nancial in nature.

Integrated reporting (IR) aims 
to improve the quality of corporate 
reports through the communication of 
a broader range of relevant information 

that can help 
investors better 
understand the 
company and 
its prospects. 
Companies 
need to tell the 
full story about 
the issues that 
are fundamental 
to their success 
and to their 
licence to operate – fi nancial, social, 
environmental and those related to 
corporate governance. 

The IR framework of the International 
Integrated Reporting Council (IIRC) helps 
companies understand how they can 
report more broadly and thematically. 
Legislation is also acting as a stick 
to beat companies into bridging the 
information gap (for example, companies 
listed on the Singapore and Hong Kong 
stock exchanges are required to report 
sustainability issues on a ‘comply or 
explain’ basis). 

But in many instances, the result is that 
annual reports are still largely focused 
on historical fi nancial performance, with 
environmental, social and corporate 
governance information reported in silos. 

The point is not about adding in lots 
more information but focusing on more 
relevant, more integrated content (see 
box). Here are some top tips for how to 
go about your fi rst integrated report.

What makes you unique? 
The annual report is all about what you 
do and how you create long-term value, 
so how you communicate the business 
model is the bedrock of the integrated 
report. Articulating what you do in a 
really concise way is also one of the 
biggest challenges. 

Start by mapping your core activities, 
inputs and outputs, and then identify the 
key value you create as a result. Focus 
on differentiators – what is it that makes 
you unique? Anglian Water does this in 
a clear, visual way. See page 4 of bit.ly/
AnglianWater.

What are the material issues?
Having a clear understanding of the 
internal and external issues most critical 
to long-term value creation will help you 
to structure your integrated report and 
keep it concise. Organising a review of 
the material issues most likely to affect 

Before you change the way you report 

1. Assess your state of play – you might be further along in the integrated 
journey than you think. Benchmark your current reporting against the IIRC’s 
Framework (both its content elements and its guiding principles) to identify 
the areas for development. 

2. Develop a roadmap – unless you are ‘nearly there’ it can be a very ambitious 
undertaking to develop an integrated report in one single reporting cycle. 
A more manageable transition could be to have a three-year roadmap, 
identifying year-on-year developments.

3. Assemble an integrated-reporting working group – to tell a joined-up story, 
you need a joined-up team. A working group should represent a wide range 
of people across the organisation to bring in meaningful insights.  

4. Make sure you have support and buy-in from senior leadership – the board 
is responsible for managing the significant and material issues affecting the 
organisation, so they need to be accountable for the reporting on these. This is 
fundamental before you make any practical changes to your reporting process.

A review of the 
material issues 

most likely to 
affect financial 

performance will 
help you see what 
infomation should 

be included
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financial performance, now and in the 
future, will enable you to be clear on 
what information should be included 
– and importantly, excluded – from the 
report. The Duchy of Cornwall presents 
its material issues mapped against the 
core activities from its business model. 
See above and page 19 of bit.ly/
DuchyCornwall.

What are your six capitals? 
Good integrated reports discuss the 
key resources and relationships, or 
capitals (financial, manufacturing, human, 
social and relationship, intellectual and 
natural) that a business needs to operate 
successfully and create value. The 
overview of how the company manages 
its resources, and how it is working to 
safeguard and sustain them over the 
longer term, is highly valued by investors. 

You should identify which of the six 
capitals are critical to the business (they 
might all be) and communicate your 

company’s impact on them – both positive 
and negative. 

The Crown Estate identifies and 
explains the six capitals and what these 
resources and relationships cover. The 
report gives examples of how financial 
investments affect other assets and how 
the six capitals are integrated in the 
strategic decision-making process of 
the organisation. See pages 52 and 54 of 
bit.ly/CrownEstate.

Connecting the dots 
Linkage is crucial for a clear, coherent 
story. Achieving ‘connectivity’ in IR 
isn’t easy – particularly showing the 
trade-offs and dependencies between 
financial, environmental and social 
capitals, and demonstrating the different 
ways stakeholders can be affected by 
business activities. But you can start by 
introducing your most material social and 
environmental information upfront in the 
messages from your CEO and chairman, 

and in your strategic objectives and 
business model. Then focus on linking 
the strategy to the business model, 
risk and performance to give a clearer 
understanding of the business and its 
future direction. 

The software company SAP is a good 
example of how to show the link between 
non-financial and financial performance. It 
identifies four KPIs that steer the company 
– two of them ‘traditional’ (financial) KPIs, 
two of them value-drivers (non-financial 
KPIs). It monetises material non-financial 
KPIs, which gives a flavour of the impacts, 
and evidences the benefits, of an 
integrated strategy. It is also transparent 
about the methodology in order to 
encourage other companies to benefit 
from an integrated strategy. See bit.ly/
SAPanalysis. ■

Sima Varsani and Vicki Wright are 
consultants at creative agency and 
consultancy Flag
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The UK’s departure from the EU throws up uncertainties, which business hates, but 
assessing the risks of these unknowns will offer well-needed protection for SMEs

The Brexit vote has altered the risk 
management landscape in the UK 
by significantly raising the level 
of business uncertainty. The full 
implications will remain unclear until 
2019 at the earliest. The negotiations 
through which the UK will disentangle 
itself from the European Union will 
last for at least two years, very likely 
a period of changing markets and 
economic turbulence.

loss of 451 jobs, followed by claims from 
140,000 aggrieved holidaymakers. 

Such failures are not uncommon, but 
this case was notable because it was the 
first time that a collapse was blamed 
on the Brexit vote. According to the 
administrators, whilst uncertainties before 
the EU referendum caused holidaymakers 
to delay decisions, ‘this was compounded 
by the Leave vote itself and the 
subsequent fall in the value of the pound’.

Equipped for Brexit

So businesses face a highly 
unpredictable environment, at least in the 
short term. In such conditions, they need 
to assess their exposure to ‘Brexit risk’ in 
order to plan effectively for the future.

This advice is particularly relevant to 
SMEs, where business models are often 
vulnerable to disruptive events, as shown 
by the demise of the Lowcost Travel 
Group. This mid-tier travel agency went 
into administration in July 2016 with the 
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Despite this case, the evidence that 
SMEs are focusing on Brexit risk is mixed. 
Recent research published by insurer RSA 
found that 43% of SMEs surveyed think 
that leaving the EU will have no impact 
whatsoever on their business. However, 
whilst less than 10% of SMEs export to 
the European single market, many more 
rely on the EU for workers or are part 
of EU-wide supply chains. Few if any 
businesses are immune to inflationary 
pressures. So strategic decisions (for 
example, which countries to expand 
into, what recruitment policies to adopt 
given likely changes to ‘freedom of 
movement’ rules, or what percentage of 
cost increases to pass on to customers) 
will need regular review and alteration for 
continued success.

SMEs need a disciplined approach to 
Brexit uncertainties if they are to achieve 
their objectives. For many this will mean 
improving their existing risk management 
processes. Professional accountants 
have an important role to play here by 
encouraging their colleagues to view 
Brexit as a catalyst for change. Without an 
appropriate and structured assessment 
of Brexit risk, SMEs are unlikely to be 
equipped for sound decision-making, 
whether it is safeguarding against 
likely threats or taking advantage of 
the opportunities provided by the new 
business environment. 

Below are three important risk 
management techniques that accountants 
in SMEs should look to use to manage 
Brexit risk effectively.

Risk registers
The place to start is to invest some 
time and a little money in risk registers. 
One important differentiator between 
modern risk management and earlier 
approaches is that decisions today should 
be evidence-based rather than relying on 
gut-feeling or luck. The key mechanism 
for demonstrating this is the risk register.

The modern risk register is a 
spreadsheet, frequently incorporating the 
traffic-light colour system (red, amber and 
green) to denote different levels of risk. 
It provides the framework for identifying 
and assessing risk, for allocating 
responsibilities and timescales and for 
documenting action plans. Risk registers 
highlight control gaps and provide 
evidence of decisions made. They enable 
management to measure risk by reference 
to impact and probability scores and so 
will facilitate the systematic analysis of 

threats and opportunities that the Brexit 
scenario demands.

Impact and probability analysis
SMEs need to focus on the high-
priority risks in their business in order to 
allocate sufficient resources to manage 
and mitigate them. This requires 
measurement of risk. Managers do 
this by allocating a risk score to each of 
two metrics:

* Impact (or severity) Impact is 
the measure of consequences – 
the severity of an event should it 
materialise.

* Probability (or likelihood) Probability 
is the associated likelihood of an 
event occurring during a certain 
period of time.

The overall risk score is the product 
of the two metrics – impact multiplied 
by probability.

Applying these metrics to Brexit risk, 
probability is now well established: the UK 
will leave the EU two years after Article 
50 is triggered this month (although 
this could be extended if transitional 
arrangements apply). So the risk will 

crystalise in the near future and SMEs 
should be starting to plan for the likely 
changes now.

The impact of Brexit risk is more 
difficult to assess. It will vary according 
to individual circumstances and 
business models. SMEs should look 
to break this analysis down into key 
areas – people, goods and finance, for 
example – and then conduct a rigorous 
impact assessment. 

Accountants should be central to this 
process and ask some hard questions, 
including: how will our workforce be 
affected (current mix of UK and EU 
nationalities, migration controls and 

continuing access to talent); what are 
the implications for our supply chain 
(movement of goods, import/export 
duties and opportunities in new markets); 
and what does it mean for our finances 
(access to credit, taxation changes, grant 
funding and cash flow generally)? The 
highest impact scores coming out of the 
assessment then become signposts for 
management, directing them to the most 
important issues facing the business.

A flexible approach throughout the 
next two years will be crucial for success. 
Accountants can take the lead here, 
especially with contingency and scenario 
planning around investment decisions, 
budgets, working capital and liquidity.

Risk-transfer mechanisms
One of the most effective ways for 
organisations to manage high-impact 
risk is to transfer a portion of that risk 
to a third party. In the Brexit scenario, 
the value of sterling against both the US 
dollar and the euro has fallen significantly 
since the vote to leave the EU. This has 
caused difficulties for some SMEs with 
cross-border operations, as we saw in the 
Lowcost Travel case.

However, the threats of currency 
volatility can be reduced significantly by 
using traditional risk-transfer mechanisms; 
either by constructing an appropriate 
currency hedge or taking out suitable 
insurance. Unfortunately, many SMEs do 
not appear to be using these techniques 
effectively. One of the most significant 
aspects of the RSA research referred to 
earlier is that 88% of the brokers surveyed 
consider under-insurance to be a problem 
for their SME clients.

So the real danger for SMEs does 
not come from the Brexit vote itself, 
but from a failure to manage effectively 
the associated risks, whether threats or 
opportunities. In extreme cases, this can 
prove very damaging, as demonstrated by 
Lowcost Travel. Newspaper commentary 
on the case points to an important lesson: 
the company failed to insure against 
currency movements and so found itself 
exposed to the sharp drop in the value 
of sterling after the referendum. All SMEs 
would be wise to take note that it was 
risk management failures rather than the 
Brexit vote that were responsible for its 
sudden collapse. ■

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

Professional 
accountants have 

an important 
role to play by 

encouraging their 
colleagues to view 
Brexit as a catalyst 

for change
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Natural partners
As our understanding of the value of accounting for natural capital grows, it’s time 
for finance professionals to seize the opportunity, says ACCA president Brian McEnery

Last month, I had the pleasure of 
hosting the biannual President’s Debate 
in Brussels. We had a dynamic and 
far-reaching discussion on ‘accounting 
for public goods: the social and natural 
capital imperatives’, with speakers 
from the EU Commission and European 
Investment Bank, among others.

All businesses, either directly or 
indirectly, depend on natural capital – the 
‘stock’ of natural resources – yet we are 
seeing continued and unprecedented 
erosion of our natural resources. 

Environmentalists have made the case 
for many years against the overuse of fossil 
fuels, deforestation and loss of biodiversity. 
Policymakers have been warning for 
decades that the type of growth we have 
been pursuing is putting unforeseen and 
unsustainable pressure on our planet. 
The warnings have been heard, but we 
are yet to come up with a cohesive and 
sustainable global solution.

Part of the answer to addressing 
our natural capital crisis lies with the 
accounting profession. Not only can we 
help develop solutions, but also embed 
their concrete application: to assume the 
responsibility of accounting for business’s 
use of natural capital.

Many subgroups are involved in the 
development of natural capital accounting 
and reporting initiatives, working with 
bodies such as the Sustainable Accounting 
Standards Board and the Natural Capital 
Coalition to develop a framework for 
accounting for natural capital and 
sustainability in financial reporting.

While natural capital has just reached 
the periphery of traditional financial 
reporting standards, there will come a time 
when material impacts on it are considered 
in mainstream corporate decision-making. 
Accountants will be required to act then, 
but many are voluntarily working towards a 
framework now.

Traditional professional accountancy 
skills have proved useful in the 
development of natural capital frameworks 
and standards: the gathering and analysis 
of data, the consideration of materiality, 
the management of risk, the valuation of 
assets and liabilities, and an understanding 
of corporate reporting, among many 
other considerations.

Materiality is more important than ever, 
and different perspectives need to be 
considered before we can come to a single 

conclusion on how we should report on 
natural capital. A rush to formalise external 
reporting too soon could jeopardise 
corporate support for the initiative. 

It was great to see many ACCA 
members and other experts engage with 
this topic at the Brussels debate. We are 
facing sustainability issues on a global scale 
and, while the accountancy profession is 
already playing an important role in the 
natural capital accounting arena, there is 
certainly more to be done.

I encourage you all to continue 
engaging with this issue, and to offer your 
accounting expertise in the pursuit of a 
long-term solution. ■

Brian McEnery is a partner specialising in 
corporate restructuring and healthcare 
consulting at BDO Ireland
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Women’s Day

8 March is International Women’s 
Day, when we all get the chance 
to celebrate diversity in the 
workplace. Please look out for 
ACCA’s statement on that day; I’ll 
also be writing a piece in AB Direct 
about how we all need to play our 
part in inspiring women to join our 
esteemed profession.
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Life on marzipan
Historically it’s been the top-layer bosses who have been responsible for many corporate 
irregularities – now it’s the turn of their more junior executives, suggests Peter Williams

The UK is ushering in a new golden era 
of accounting and corporate scandals 
with three stand-out cases headlining.

In January 2017, six people – including 
two former HBOS bankers along with 
turnaround consultants – were found 
guilty of bribery and fraud in an asset-
stripping conspiracy that may have cost 
small businesses and the bank up to £1bn.

In autumn 2014, Tesco said that it 
overstated profits by £263m after revenue 
recognition irregularities. The Serious 
Fraud Office charged three former 
Tesco executives and the investigation is 
ongoing. The trial of the Tesco three is 
due to start in September 2017, almost 
three years after the SFO started its work. 
All three have pleaded not guilty, and the 
nature of their defences will only become 
clear at the forthcoming trial.

The latest entrant to the corporate 
scandal is BT Group, 17th-largest company 
in the FTSE 100 index. The group has 
more than trebled the financial cost of 
‘inappropriate behaviour’ in its Italian unit 
to £530m, causing its shares to plummet.

The last round of show-stopping 
corporate scandals was in the late 1980s 
and 1990s: Polly Peck, Guinness and 
Maxwell. Tycoon Asil Nadir was found 
guilty of stealing millions from Polly Peck 
International, the company which he 
founded. In August 1990 Ernest Saunders, 
former Guinness chairman, was found 
guilty along with others of involvement 
in a conspiracy to drive up the price of 
shares in the drinks company during a 
1986 takeover battle for its rival Distillers. 
In 1991 it was discovered that press baron 
Robert Maxwell had plundered the Mirror 

Group Newspapers’ pension fund to the 
tune of £400m.

These scandals rocked the British 
business establishment and the their 
criminal actions changed the way British 
public companies are run. The trio 
invented modern corporate governance. 

Of Guinness, Robin Leigh-Pemberton, 
then governor of the Bank of England, said 
that the affair had caused ‘great anxiety’ 
and posed a ‘threat to the entire basis of 
trust which predominates in our business 
life’. To address that anxiety the Corporate 
Governance Committee was set up in May 
1991 by the Financial Reporting Council, 
the Stock Exchange and the accountancy 
profession in response to continuing 
concern about standards of financial 
reporting and accountability.

A quarter of a century later, corporate 
governance in the UK can be heralded as 
an unqualified success. The accountancy 
profession did itself a favour by managing 
to rebalance attention away from just 
blaming the auditor when trouble 
broke out and instead drew in the wider 
board, articulating and upping directors’ 
responsibilities. More crucially, companies 
– often reluctantly at first – were required 
to bring in controls, checks and balances 
that brought to heel the unfettered power 
and ego of the chief executive. Of course, 
egos still bounce around boardrooms, but 
other directors now have the mechanisms 
and processes to call them to order.

The standout feature of corporate 
failures of the 1980s and 1990s was that 
they were perpetrated by the bosses, with 
Maxwell, Nadir and Saunders as supreme 
examples. In contrast, the accounting 
irregularities surfacing in the 2010s seem 
to be emanating from elsewhere in the 
organisation than the boardroom. Indeed, 
in the three cases – HBOS, Tesco and BT – 
of 2017, it could be argued that the bosses 
are as much a victim of these irregularities 
as the shareholders and bondholders. 

Corporate governance seems to have 
dampened outright misbehaviour in the 
top tier. Instead it seems it is the more 
junior executives – the marzipan layer – 
who are creating a nasty taste. ■

Peter Williams is an 
accountant and journalist
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Board stiff
Cultural change can often be imperceptible, but with research showing diversity is 
central to many successful corporates, our boards are slowly adjusting, says Robert Bruce

There are some things that you can’t 
properly define, but you know them 
when you see them. Diversity is one 
such issue. The value of diversity, of 
all views, of ethnicity, of men and 
women on a board, in a committee, on 
the management line, is obvious. But 
pinning down what precisely that value 
is, and perhaps measuring it, is hard.

So, frankly, it is best not to try. It is 
better to simply accept the enormous 
benefits and greater freedom of 
innovation, ideas and implementation 
that it provides. Remember the words of 
the late Steve Jobs of Apple computers: 
‘Without diverse experiences you have 
less dots to connect.’ Or remember what 
The New York Times said when Mary Jo 
White was first made a high-powered 
attorney in New York. It said that she 

stood out ‘like a pair 
of jeans in a closet full 
of pinstripes’. She took 
it as a compliment. ‘In 
those days,’ she recently 
recalled, ‘not too many 
US attorneys stood 
five feet tall and rode 
a motorcycle. In those 
days not too many US 
attorneys were called upon to prosecute 
international terrorists either.’ All this 
reminds us of the days when diversity was 
seen both as a novelty and something 
that had to be fought for.

Now the Financial Reporting Council 
(FRC), for example, sees it as central to its 
work on improving corporate culture. In 
its report on developments in corporate 
governance and stewardship last year it 

insisted that diversity needed to be both 
encouraged and measured. ‘It is clear 
from our work,’ it said, ‘that the board 
should be better informed about the link 
between diversity, strategy and business 
values. Diversity should be considered 
as a broad concept to encourage diverse 
thinking and avoid the dangers of 
“group-think”.’

Gender disclosure
And it is strengthened in its convictions 
by two major reports into the idea. The 
first, known as the Hampton-Alexander 
Review, was published late last year 
and recommended that the target of 
the number of women on FTSE350 
boards should be raised to 33% by 2020 
and extended to include executive 
committees. At present, figures show 
that women make up around a quarter of 
senior staff and that there are still twelve 
FTSE100 executive committees without 
any women on them at all. The review 
recommended that the FRC amend 
the UK corporate governance code to 
ensure that FTSE350 companies disclose 
the gender balance on their executive 
committees. The FRC is likely to do this 
later in the year.

Similarly the other major report, the 
Parker Review, found 
that ethnic diversity was 
below the point where 
it could contribute 
positively to companies. It 
recommended measures 
to hit targets of no 
remaining all-white boards 
in the FTSE100 by 2021 
and in FTSE250 boards 
by 2024. This remains 

a strategy of raising the bar through 
targets. And experience shows that it 
does work, but slowly.

A better (and complementary) way is 
through example and cultural change, 
which is where the FRC is striving to 
move. In the latest update to its series of 
Cracking The Code reports from KPMG 
and the campaigning 30% Club last year 
there is an anonymous quote from a 
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female head of strategy. She said that 
gender diversity ‘forms part of our due 
diligence now when we are acquiring a 
company. No female executive would be 
a red flag. That change in our policy came 
about in the last two years and no one has 
had a problem with it so far.’

All of this echoes what Mary Jo White, 
then the chair of the Securities and 
Exchange Commission (SEC), the main 
US financial and corporate regulatory 
body, said a couple of years ago: ‘As a 
former director of a public company, I 
know how important it is to have diversity 
in the boardroom. And when I speak of 
boardroom diversity, I mean more than 
just diversity of professional experience, 
industry expertise and education. I mean 
real gender and minority diversity, which 
brings with it a richness and variety of 
experiences and perspectives that benefit 
companies and shareholders.’ In the US 
at that point women made up half the 
graduate and post-graduate population 
and a third of MBAs. ‘There is no valid 
reason for the under-representation of 
women on corporate boards’, she added.

The arguments in favour are the 
obvious ones. With more women on 
a board there is greater cooperation, 
collaboration and consensus-building. 
They better understand the perspectives 
of stakeholders, particularly consumers 
and employees. As the update to the 
Cracking The Code research put it: ‘The 

positive association between gender 
and experiential diversity seems to be 
mediated by a genuinely inclusive culture 
and leadership. Our female interviewees 
at all levels describe working within more 
inclusive, open and accepting cultures, 
where they feel valued as individuals 
rather than as token female talent.’

Improved dynamic
The same report quotes Sir Roger Carr, 
chairman of BAE Systems: ‘I have worked 
in all-male boardrooms and there is no 
doubt that atmospherics and dynamics 
fundamentally change for the better in a 
mixed-gender structure’, he said.

Research also shows that share price 
is enhanced and companies in the top 
quartile of the average percentage of 
women outperformed companies in the 

bottom quartile by 26% based on the 
return of invested capital. Companies 
with three or more women board 
members outperformed companies with 
none by 60%.

As the FRC knows only too well, 
cultural change can appear to be 
slow, particularly when the public and 
politicians want to know why it hasn’t 
happened overnight. It is slow because it 
is working. But in this field it is changing 
and it feels natural. And as with so 
much cultural change, the time will 
come when it all seems obvious, when 
people will wonder what all the fuss was 
about, and wonder about how on Earth 
people managed in the days before the 
revolution reached its goals. Diversity, 
after all, is a natural part of any complex 
society and how it works. ■

Mary Jo White: numbers do matter

Mary Jo White, who recently stepped down as chair of the main US financial 
regulatory body, the SEC, recently recalled a time when she was the US attorney 
for the Southern District of New York. She was appointed to chair a national 
advisory committee. ‘The year was 1993’, she said. ‘And for the first time in my 
career, I was in a high-powered setting where the women outnumbered the men.

‘Eventually, I came to see a significant difference in the dynamic of these 
meetings. The women were the ones who spoke freely and forcefully advocated 
their ideas, while the men seemed more reticent. Because women are still usually 
outnumbered in many professional settings, we sometimes forget that numbers 
do matter a lot – to both our professional success and job satisfaction.’

Robert Bruce | Comment 31

03/2017 Accounting and Business

UK_COM_Bruce.indd   31 08/02/2017   16:36



72

Accounting and Business 03/2017

7232

UK32-LHP.indd   72 09/02/2017   15:22

www.steppca.org/ab17
www.accaglobal.com/subscribe


Show me the so-what

Management needs to think 
hard about the audience of its 
corporate reports and why it  
makes the disclosures it does 
bit.ly/ACCA-AT1

A horizon too far
Trying to get financially orientated people to pay attention to the very real but immensely 
long-term risks of climate change can be an uphill struggle, says Jane Fuller

In the wake of the financial crisis, the 
international Financial Stability Board 
(FSB) set up a taskforce to look at 
climate-related financial disclosures.

The taskforce’s report, published last 
December, provides a one-stop shop 
for those bewildered by the array of 
climate and carbon-related disclosure 
initiatives. It uses language that financial 
people understand, breaks down risk into 
manageable categories, discusses energy 
cost savings and considers how to make 
money on new products.

It tackles not just what companies 
should disclose about their mitigation 
of climate-related risks, but also what 
investors and lenders should take into 
account when funding those companies. 
On strategy alone, the detail runs to 
scenario planning for a two-degree celsius 
increase in global temperatures.

But hang on a minute. When are these 
risks going to hit most businesses? The 
Paris agreement on climate change, which 
came into force last November, aims to 
keep the global temperature rise this 
century below two degrees. This century! 
Compare this with a typical five-year 
horizon for business planning, including 
such agenda-toppers as the impact of 
Brexit on exporters and technology-driven 
entrants to various markets.

Meanwhile, climate change (as 
opposed to extreme weather, which is 
not new) has yet to register as a direct 
cause of profit warnings. Changes in 
fossil fuel prices do affect profitability in 
some sectors, but the massive swings 
over the past two years are not correlated 
with the gradual pace of climate change. 
Indeed, the irony is that the FSB taskforce 
reported at the end of a year in which the 

share prices of many coal companies at 
least doubled.

Investors can make money in sprints 
as well as the marathon of long-term 
ownership. Some, typically pension funds, 
get a high rating from the Asset Owners 
Disclosure Project (AODP) for managing 
exposure to climate risk. But about half of 
the 500 funds in the AODP index ‘appear 
to be doing absolutely nothing’.

The trade-offs are difficult. In 
ratifying the Paris agreement, the Indian 
government’s provisos included ‘provision 
of basic needs for all its citizens… on the 
assumption of unencumbered availability 
of cleaner sources of energy’. 

There is a hierarchy of climate change 
urgency among countries, businesses 
and investors. The closer you are to 
producing and using fossil fuels, the 

greater the risks. Investors who care can 
either encourage companies to clean up 
or avoid exposure to greenhouse gas 
emitters. These decisions are creeping 
into the mainstream, but can be crowded 
out by more immediate concerns.

The FSB’s approach helps to fit 
consideration of climate change into 
strategic thinking and risk management. 
But its clearest metrics deal only with 
measurable emissions. Predicting the 
impact on asset values is much harder. 

The best suggestion I have heard is to 
apply a discount to the multiple used in 
calculating the terminal value of a climate-
challenged business. That idea came 
from an accountant. It shows the extent to 
which those focused on climate change 
need to appeal to the head as well as 
the heart. ■

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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Work in progress
A Europe-wide study shows that while levels of gender diversity in accountancy vary 
widely, more than half of the 22 countries surveyed have board quotas for women

A question of quotas

A survey in 22 countries in Europe by the Association 
des femmes diplômées d’Expertise Comptable 
Administrateurs (AFECA) and FEE (now Accountancy 
Europe) has revealed startlingly varied levels of gender 
diversity in accountancy and on boards. 

The accountancy profession in Switzerland, 
Netherlands and Denmark has the fewest female 
members; Romania, Hungary and Poland have the highest.

Some countries have no quotas for the proportion of 
women on boards of directors; some have established 
mandatory quotas; others have voluntary targets. The 
proportion of women on boards also shows some 
variation, with France topping the table (34.4%) and 
Hungary with the lowest proportion (7%). 

For more information:

See the full report, Gender diversity in the European 
accountancy profession, at bit.ly/AFECA-gd

Women in 
accountancy

%Country

Albania
Austria
Belgium
Czech Republic
Denmark
France
Georgia
Germany
Greece
Hungary
Ireland
Italy
Kosovo
Netherlands
Poland
Portugal
Romania
Spain
Sweden
Switzerland
Turkey
UK

55
40
27.2
48
20
25
40
35.2
40
70
40
31.6
23
19
64
51
77.9
34
33
15
25
36

31
18
21.5
12
23
34.4
–
25.8
11
7
15
31
–
21.3
18
12
12
12
30
16
10
30

V 30
M 50 PS
M 33
N
V
M 40 (2017)
M 30 PS
M 30
N
N
N
M 33.3
M 50 PS
V 30
N
M 33
N
V 40
V
M 30
N
V 33 (2020)

Women
on boards

%

Quotas 
on boards

%

V: voluntary     M: mandatory     N: none    PS: public sector

Women on boards

Women in accountancy

Romania

Hungary

Netherlands

Denmark

Switzerland

77.9% 70%

19%

15%

20%

18%

34%

7%

Poland

Hungary

France
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Cool under 
pressure 
A woman’s place is in the hedge fund? 
Evidence suggests women tend to make 
more successful investors than men

School of Business, and co-author of the Berkeley study of 
brokerage accounts. ‘There is a great deal of cross-sectional 
variation among men and women,’ he explains. 

Just as men are typically taller than women, there are plenty 
of women who are taller than men. The same logic applies to 
studies of the finance industry. With such a limited number 
of female hedge fund managers, some academics believe 
the sample size is too small to offer the basis for convincing 
conclusions. Even so, there is compelling proof showing female 
outperformance among non-professional investors.

Good behaviour
Overall, studies suggest that women are less susceptible to the 
‘behavioural’ blunders that destroy investment returns; over-
trading, for example. While both men and women fiddle too 
much with their holdings, incurring unnecessary trading fees, 
women appear to do it less than men. This accounted for most of 
the outperformance of female investors in the Berkeley study. 

‘We found that men traded far more than women,’ Odean 
says. ‘Since buying and selling costs money, that over-activity 
reduced the investment gains of men by a significant margin.’

It is somewhat surprising that Henrietta – better known as 
Hetty – Green is not a figure that modern feminists tend 
to look to for inspiration. The steely nerved American 

financier ranks among the most successful investors in 
history, turning bequests of under US$100m in today’s 
money into a fortune estimated at up to US$4.36bn by her 
death in 1916, making her America’s richest woman. 

But her memory is being invoked more frequently in recent 
years by finance academics uncovering mounting evidence that 
women outperform men as investors. ‘Whether it is running a 
top hedge fund or a small family portfolio, investing has come 
to be seen as something that men are best placed to manage,’ 
says Meredith Jones, an alternative investment consultant and 
author of Women of The Street: Why Female Money Managers 
Generate Higher Returns. ‘However, it seems that on average 
women are better at preserving and increasing wealth.’

A study by a team from the University of California, Berkeley, 
based on 35,000 brokerage accounts during a six-year period in 
the early 1990s, found that women tended to generate returns of 
one percentage point more on average per year than their male 
counterparts. This is a significant outperformance given that the 
long-term average real rate of return on stocks is around 5%. 
And through the recent equity slump, between 2007 and 2009, 
female investors did even better, outpacing their Y chromosome-
possessing rivals by three percentage points.

Some studies suggest that the benefits of the female touch 
extend to professional investing. In the six years ending mid-
2013, hedge funds run by women significantly outperformed 
male-led rivals, according to the Rothstein Kass Institute, an 
alternative investment think-tank.

Such findings raise several questions. Are women really better 
investors and, if so, why? Also, if women do have an edge as 
investors, why are they still so under-represented in the financial 
profession – accounting for only about 2% of hedge fund 
managers and 10% of mutual fund managers? 

‘It is important to put these findings in perspective,’ says 
Terrance Odean, professor of finance at UC Berkeley’s Haas 
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53%

77%

Within hedge funds, there is a roughly 80:1 male to 
female ratio, according to research by Meredith Jones.

Women turn their portfolios over 
approximately 53% annually (monthly 
turnover of 4.4% × 12), while men turn 
their portfolios over approximately 77% 
annually (monthly turnover of 6.4% × 12).

Why women have the Midas touch 

* On average, men trade 45% more than women, which – 
because of trading costs – reduces their net investment 
returns by around 1%, according to a 2001 study, Boys Will 
Be Boys: Gender, Overconfidence, and Common Stock 
Investing, by Brad M Barber and Terrance Odean.

* Single men trade 67% more than single women, thereby 
reducing their returns by 1.44 percentage points per year 
more than their female peers.

* A meta-analysis of 35 markets from different experimental 
studies shows a substantial negative correlation between 
the proportion of women in the market and the magnitude 
of observed price bubbles, according to Thar SHE Blows? 

* Nearly two-thirds of the top 71 Silicon Valley venture capital 
funds have no senior female investment professionals, 
according to Social & Capital Partnership.

* Women manage less than 2% of mutual fund assets, 
according to investment data provider Morningstar.

This in turn raises the question of why men tend to make 
more restless investors. Odean believes over-confidence 
may be partly to blame. ‘To keep trading you need to be 
convinced that the gains from your choices will more than 
offset transaction expenses,’ he says. ‘Generally speaking this 

confidence is misplaced – it only makes sense to trade very 
actively when you have a competitive edge and know more than 
other investors in the market. Men, it seems, are more prone to 
exaggerating their knowledge and abilities than women, across 
a range of activities.’ »
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brokerage fi rms report that less than a third 
of their clients are female. Women are also 
far less likely than men to try their hand at 
stock investing. Just 10% of women have 
stocks and shares ISAs, compared with 17% 

of men. That suggests men are still taking 
the lead in investing the household wealth. 

‘We have recently been in a period of lower 
overall investment returns, and so it makes sense 

for this gender balance to shift,’ Jones says. There 
could be broader fi nancial and economic benefi ts 

too. ‘Given evidence that female investors are less likely 
to produce asset price bubbles, we could end up with a less 

crisis-prone and rocky fi nancial system,’ Jones concludes. 
Meanwhile, the dominance of men in fi nance may be 

depriving promising female-run fi rms of capital. A study from the 
US business school Babson College showed that less than 3% 
of the venture capital allocated between 2011 and 2013 went to 
fi rms with female chiefs, rising only to 14% in 2015. This is despite 
evidence that companies with at least one female founder 
achieve superior results.

First Round Capital, a venture capital provider specialising in 
the technology sector, found that, across 300 of their portfolio 
investments, fi rms with this powerful female infl uence did 63% 
better (as measured by valuation) than male-only teams. 

So what can be done? Experts believe investment institutions 
need to work harder to ensure gender diversity. ‘It appears that 
women have not been attracted in large numbers to the fi nance 
profession,’ says Odean, ‘which can require a large investment of 
time early on in a career, with little fl exibility. When the university 
runs recruitment events for Wall Street, the female turnout has 
often been disappointing.’ While Odean believes that fi nancial 
companies are actively seeking to attract more women, he says 
they may need to reshape the working environment to make it 
more appealing to women.

Money mismanagement
It makes sense for wealth managers to do this. ‘Women are often 
discontent with the way their money is being managed by a 
male-dominated industry,’ Jones says. ‘Around 70% of widows 
fi re their fi nancial advisers within a year of their husband’s death.’ 

Demographic trends mean that women are controlling a 
greater share of fi nancial wealth, since they live longer than male 
partners. At present, women control about 53% of investible 
assets; by 2030 this will rise to two-thirds, according to a study by 
the Family Wealth Advisors Council. ‘Making the industry more 
women-friendly has to be a clear priority,’ Jones says.

The industry may also need an image makeover. The popular 
idea of a typical professional investor is still derived from macho 
fi lm characters, such as Wall Street’s Gordon Gekko. And most 
of the current generation of high-profi le investors are men. What 
the investment world seems to need is a modern-day Hetty 
Green to banish such stereotypes. ■

Fernando Florez, journalist

The male desire to act in order 
to fi x problems may also be at work 
here, Jones argues: ‘When many men 
experience stress, a typical reaction can 
be to take action to fi x the problem – in 
this case by buying, selling or hedging their 
investments. Women appear to be better on 
average at making a cooler calculation about 
whether their investment is still attractive and 
has been unfairly punished by the market, or 
whether the outlook has really changed.’

This cognitive gender difference may be another 
reason why most men compare poorly with women as 
investors – they tend towards ‘panic selling’ when they are 
losing money. Data from Vanguard, the fund provider, based on 
the behaviour of 2.7 million investors during the 2008–09 stock 
market slump, suggests that women are 10% less likely to sell at 
the bottom of the market than men.

Anecdotal evidence
This conclusion is backed up by plenty of anecdotal evidence, 
according to Jones. ‘A fi nancial adviser recently told me a story 
that is quite typical,’ she says. ‘A divorced couple split their 
assets equally and a few years later, when the man discovered 
his ex-wife had been doing better than he had, he sold his entire 
stock portfolio. Unfortunately, this was in March 2009, more or 
less at the bottom of the market.’ Since that point, US stocks 
have climbed by more than 200%, not including dividends.

Finally, it appears that men are more susceptible to over-
exuberance than women – exaggerating the likely upside 
for markets. Research published in the American Economic 
Review suggests that male-dominated markets are more likely 
to produce price bubbles. In their article Thar SHE Blows? 
Gender, Competition, and Bubbles in Experimental Asset 
Markets, Catherine Eckel and Sascha Füllbrunn noted that, in 
a comparison of all-male and all-female markets, ‘there is a 
signifi cant gender effect in that all-male markets show signifi cant 
price bubbles while all-female markets produce prices that are 
below fundamental value’. This investigation also indicated 
that increasing the number of female participants in the trading 
activity reduces the magnitude of a price bubble. Women, it 
seems, are not only more realistic in their approach to investing, 
but also more vigilant when it comes to risks.

Still, it is important to put such fi ndings in perspective. ‘This 
does not mean that men should not invest,’ Jones says. ‘The 
most successful investors have suffi cient emotional intelligence 
to be aware of these natural biases in their behaviour and to 
make adjustments for them. Warren Buffett, the world’s most 
celebrated stock-picker, could be said to invest like a woman 
– trading very sparingly, keeping his nerve through market 
crashes and keeping large cash reserves.’ Other celebrated male 
investors, such as Paul Tudor Jones and George Soros, have also 
shown an ability to stay calm in a crisis and avoid reckless bets.

Despite this, however, academic research does suggest that 
families and investment fi rms are missing a trick. Do-it-yourself 
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Following the seismic Brexit vote and Donald Trump election, global trade deals are  
now under threat, with far-reaching implications for business

Twitter account to ‘make in the USA or pay big border tax’. 
And most recently, in his inauguration speech he said: 
‘We will follow two simple rules – buy American and hire 
American.’ That is at odds with one of the key aims of 
recent trade talks – namely, to ensure that companies, 

both homegrown and foreign, can compete on an equal 
footing for government contracts.

This attitude could have dire outcomes for numerous 
trade deals. ‘The US is at the heart of the global trading 
system,’ says Dan Ikenson, director of trade studies at the 
Cato Institute. ‘And the president has considerable power 
to implement protectionist measures and withdraw from 
treaties.’ In the short-term, the Trump administration is to 
freeze or euthanise several promising free trade deals. One 
of the new president’s first actions was to sign an executive 
order withdrawing from the Trans-Pacific Partnership (TPP), 
an ambitious effort to eliminate trade restrictions between 12 
Pacific Rim countries, from Japan to Australia.

Second in the firing line could be the Transatlantic Trade 
and Investment Partnership (TTIP), an accord between 
the US and EU aimed mainly at dismantling regulatory 
barriers to trade and systems that favours domestic firms 
in bidding for government contracts. ‘Trump has made 

it clear that he is not an EU believer and has criticised 
Germany for having an excessive trade surplus,’ 

says Hufbauer. ‘All indications are that his 
team will have no desire to complete the 

TTIP talks.’

Nothing’s safe
More worrying still for free 

traders, Trump is expected 
to chip away at existing 
deals – mostly notably the 
North American Free Trade 
Agreement (Nafta), which 
eliminated tariffs on trade 
between the US, Canada 
and Mexico. During 
the campaign Trump 
described this as the ‘single 

worst trade deal ever’  
and promised to renegotiate 

the treaty.
Across the other side of the 

Atlantic, Brexit threatens » 

Fans of free trade are in a gloomy mood. Many fear 
that their cause is about to suffer its biggest setback 
in over half a century. 

‘Globalisation and free trade are under siege,’ says Gary 
Hufbauer, a fellow of the Peterson Institute for International 
Economics and a former US trade official. ‘After 50 years of 
opening up and economic progress we are at best at a great 
stopping point, and possibly at the start of a great unravelling.’

The principal worry is that the world’s two leading 
champions of free trade, the US and the UK, are turning their 
backs on globalisation – as illustrated by the UK vote to 
leave the European Union and the election of protectionist 
Donald Trump as US president. But even before these two 
upsets, Jeff Immelt, the chief executive of General Electric, 
warned that trade protectionism was on the rise in Europe, 
Latin America, Asia and Africa, and that assaults were coming 
from both the right and left of the political spectrum.

Justifiable pessimism?
Optimists may point out that both the UK government 
and the new Trump administration have denied 
being opponents of free trade. British prime minister 
Theresa May has called for ‘Global Britain’, and said her 
government plans to strike a series of deals around the 
globe. Meanwhile, Trump has said that he is ‘all 
for free trade, but it’s got to be fair’.

But most trade experts are not 
reassured. Starting with the US, the 
nation’s new president has a long 
record of hostility to free trade. 
‘Trump looks set to be the 
most protectionist president 
since World War II,’ says 
Edward Alden, Bernard L 
Schwartz senior fellow at 
the Council on Foreign 
Relations. ‘He threatened 
to impose steep tariffs 
on China and Mexico 
during his presidential 
bid and has appointed 
hard-line anti-traders to key 
positions.’ As president-elect 
he took aim at US companies 
manufacturing in Mexico, 
warning General Motors via his 

Is free trade unravelling?
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expected to come into force. 
But some fear this could be 
the last deal we’ll see for 
some time. Protectionist 
spirits in Europe almost 
scuppered the deal. And 
bowing to this pressure, 
Europe has sanctioned a 
ratification process in which 
even regional bodies can 
veto trade deals. That will 
make future agreements 
even harder to achieve.

Corporate implications
The effect on global 
companies could be 
profound. Having come to 
rely on a gradual opening 
of markets, a reversal could 
produce several key results:

* Localisation: Firms will want to avoid setting up factories 
in one place, only to discover that it will become more 
expensive to export to their end market. In response, 
General Electric’s Immelt says that his company would pivot 
to localisation, producing nearer to its final customers. ‘A 
localisation strategy can’t be shut down by protectionist 
policies,’ he argued in May. This means the unravelling 
of global supply chains, which have been a big source of 

to have negative implications far beyond the UK. First, the UK 
government’s vision of striking a host of trade deals around the 
world will face a range of hurdles, says Hufbauer. ‘It will be almost 
impossible for the UK to engage in meaningful talks with anyone 
else until after a deal is struck with the EU, which will take years,’ 
he observes. Brexit will also place huge demands on the global 
trade negotiating system, says Alden. Since all of Britain’s trade 
deals are through the EU, the country could have to renegotiate 
everything – including 
membership of the World 
Trade Organisation, a process 
that needs to be ratified by 
163 member nations. The UK 
will also not automatically 
retain access to over 50 trade 
deals struck by the EU with 
other nations. 

‘The upshot is that the UK 
could put a huge spanner in 
the global trading system,’ 
Alden says. ‘At the very 
least, for the next few years 
European trade negotiators 
will be totally consumed by the 
Brexit process. And many other 
countries will have to devote 
a lot of time and energy to 
establishing new rules for 
trading with the UK too.’

Finally, the omens in Europe 
for trade look worrying too. A 
trade deal with Canada, the 
Comprehensive Economic 
Trade Agreement (CETA), is 

▲ Pulling out
President Donald Trump signs an 
executive order withdrawing the US 
from the Trans-Pacific Partnership in the 
Oval Office of the White House

► Still waiting 
Protestors outside the EU-
Canada summit to conclude 
the Comprehensive 
Economic and Trade 
Agreement (CETA) back in 
2016. The deal has still to 
be fully ratified
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efficiency and economic growth 
over the past 15 years, says 
Hufbauer. ‘Firms located in the 
most efficient places. In the future 
their choice of destination might 
be determined more by a desire to 
avoid political reprisals. Goodbye 
efficiency, hello higher costs.’ 

* Low-cost losers: Nations that have 
positioned themselves as export 
hubs – such as Mexico – could lose 
out. Soon after Trump spoke disparagingly of car exports 
from Mexico to the US, Ford told Mexico’s government of its 
intent to abandon a $1.6bn investment in a car factory there.

* Automation and robotics: Companies won’t accept higher 
costs without a struggle, says Mark Zandi, chief economist at 
Moody’s Analytics. ‘They will attempt to make even greater 
use of automation – 3D printing, artificial intelligence and 
robotics. As a result, don’t expect the great return of well-paid 
jobs that Trump or other protectionists promise.’

Trans-Pacific Partnership: Dead. One of the most ambitious 
free trade ventures in decades, the TPP included 12 Pacific Rim 
countries – linking the US, Japan and Canada, among others, 
to embrace nearly 40% of the global economy The deal went 
beyond cutting tariffs, which are already low between rich 
nations. Instead the focus was on other barriers to trade, such 
as differences in intellectual property regulations. 

As he promised to do, Trump signed an executive order 
to withdraw from the TPP on his first day in office, having 
previously called it a ‘horrible deal’ and a ‘potential disaster’ 
for the US. While 11 nations remain, the Japanese prime 
minister has said that without the US, the deal would be 
‘meaningless’.

Transatlantic Trade and Investment Partnership: Dying. 
This proposed deal is between the US and EU, which 
together account for a third of global trade. As with the TPP, 
the goal is to remove regulatory impediments to trade. The 
European Commission calculated that the TTIP would boost 
the EU’s economy by €120bn.

Talks have been held up by disagreements over issues 
such as public procurement, services and agricultural markets, 
and now top Trump aide Peter Navarro has told the Financial 
Times that any talks are dead. He also accused Germany of 
‘exploiting’ trade partners by using 
a ‘grossly undervalued’ euro.

Opposition also came from 
Germany and Austria. NGOs 
criticised the deal for watering 
down rules on food safety.

Brexit: A global problem? Brexit could have implications on 
the global trading system far beyond its impact on the UK. 
It will require a huge amount of negotiating energy from the 
EU and, ultimately, other nations. That will obviously divert 
attention from pushing trade forward.

This is partly because deals take so long to negotiate. For 
example, talks between Canada and the EU started in 2007, 
and the deal is still not yet in force.

EU-Canada Comprehensive Economic and Trade 
Agreement: Not quite a done deal yet. It would involve 
goods such as European toys and electronics being sold 
to Canadians without a second round of health and safety 
checks. One estimate suggests CETA could make Europe 
€11.8bn richer. The deal has to be ratified by 38 regional and 
national parliaments. This won’t be easy.

The North Atlantic Free Trade Agreement: Under fire. 
Donald Trump made his objections to Nafta a key plank of his 
election campaign, promising to renegotiate the treaty. He 
also called it: ‘The single worst trade deal ever.’

The agreement came into force at the start of 1994. It 
ensured the staggered elimination of US-Mexican tariffs. A 
survey of top economists in 2012 found that 95% supported 

the notion that, on average, US 
citizens benefited from Nafta.

During his campaign, Trump 
told a journalist that with regard to 
Nafta: ‘We will either renegotiate it, 
or we will break it.’

Deal dictionary – the main talks to watch

‘Worries over 
trade are creating 

uncertainty. It 
may be one of 

the reasons that 
investment has 
been especially 
weak recently’

*   Lobbying: If companies feel less 
able to rely on trade deals for 
market access, they may seek 
more individual concessions from 
governments. ‘The instinct of many 
chief executives will be to cosy up 
to politicians and try to negotiate 
separate deals,’ says Zandi. This view 
is seconded by Ikenson. ‘Businesses 
will be investing more in influencing 
politicians,’ he adds.

A final and more overarching possibility, some free 
trade advocates argue, is a broadly lower level of corporate 
investment. ‘Worries over trade are creating an enormous 
amount of uncertainty,’ says Zandi. ‘It may be one of the reasons 
that investment has been especially weak recently and it is 
possible that many businesses will freeze large investments until 
they have greater clarity.’ ■

Christopher Fitzgerald and Fernando Florez, journalists
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The next top models 
With today’s global economy shaped by technology, start-up culture and alternative  
access to finance, an ACCA report examines the new business models that are emerging

changing the nature of work, as a new breed of businesses have 
been created that match buyers and sellers. This is causing us to 
rethink long-held assumptions about employee rights, employer 
responsibilities and the role of regulation.

‘Mass customisation 2.0’
The first version of mass customisation – mass customisation 1.0, 
if you like – involved businesses tailoring their products to the 
specific desires of their customers. Dell, for example, offered 
a limited range of specifications that allowed its customers 
to ‘build’ the computer that best suited their needs. Mass 
customisation 2.0 takes this to the extreme through the use of 
digital and cloud technology, allowing a business to digitally 
design a product to each customer’s specification – which can 
then be assembled by the customer or made near them and 
delivered. An example of this business model is Opendesk, a 
global network of furniture makers. The design is completed 
digitally to the customer’s specification and can then be 
downloaded and made locally, anywhere in the world.

Mass customisation 2.0, says the report, ‘has the potential to 
upend traditional manufacturing’ but the growing appreciation 
of ‘maker culture’ means that it’s likely to endure.

The frugal model
The frugal business model originates from lower-income 
economies, where a lack of resources means that people use their 
ingenuity to solve problems. An example is Renault’s Logan car, 
which, using frugal design, assembly and maintenance principles, 

retails at US$6,000. Launched in 2004, 
the car has become a leading seller. An 
even more frugal version – the Kwid, 
which retails at US$4,700 – was launched 
in India in 2016. 

‘Frugal models’, says the report, 
‘truly have the power to disrupt 
by reducing bloated research and 
development processes and building 
new market segments. The model 
can drive competitiveness and, in the 
search for cost savings, environmental 
performance is often improved.’

Modern barter
Modern barter is, as the name 
describes, the principle of exchanging 
goods or skills with others instead of 

A well-worn Silicon Valley joke goes like this: ‘A 
million guys walk into a Silicon Valley bar. No one 
buys anything. The bar is declared a massive success.’ 

The sound of hollow laughter was still ringing when the 
dotcom bubble burst.

The late 1990s were the point when ‘business model’ entered 
the language with a vengeance. Internet start-ups were all about 
new business models; get it right and success was seen as almost 
guaranteed. The fallout from the dotcom bubble muted that 
debate for a while but today the business model is back.

This is because, as a new study from ACCA points out, the 
global economy has entered a new era. Technology, a growing 
start-up culture and alternative access to finance have changed 
the way we do business and opened up the potential to find 
new ways of meeting customers’ demands. The falling cost of 
increasingly sophisticated technology is having the effect of 
bringing new ideas to the fore and lowering barriers to entry. 
‘This has allowed a generation of Davids, armed only with limited 
financial means and their ideas, to take on Goliath incumbents at 
their own game,’ says Business models of the future: emerging 
value creation. And that has caused us to reappraise how 
businesses create value.

The report looks in detail at six ‘business models of the future’ 
that have the potential to change the way we live and work. 
Some can already be seen in practice in successful businesses; 
others are still developing. 

The platform-based model
Airbnb is a classic example of a 
platform-based business model – a 
digitally enabled marketplace that 
directly matches buyers and sellers. 
The platform owner generally receives 
a fee from users but the real value, 
as the report explains, lies in data. 
As scale and network effects kick in 
and the number of users escalates, 
this ‘allows value to be created from 
data that is generated by people 
using the platform – a radical change 
in how feedback from users of a 
product or service is generated and 
then operationalised.’

One of the unintended 
consequences of the platform model, 
the report points out, is that it is 

‘This has allowed 
a generation 
of Davids to 

take on Goliath 
incumbents at 

their own game’
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paying them – but in the digital world this also encompasses 
the use of digital or alternative currency. An example is 
TimeRepublik, an online time-banking community, where users 
earn ‘TimeCoins’ for completing a task, which they can then 
spend on any services offered by other users. This model relies 
more heavily on trust, reciprocity and reputation than others. 

‘Reimagining barter for the 21st century opens up a range of 
possibilities,’ says the report. ‘It enables networks and communities 
to coalesce around the sharing activity in a way that a financially 
driven set of transactions might not permit and, where skills are 
being exchanged, enables providers to develop new capabilities.’

The ‘pay-what-you-want’ model
Again, as the name suggests, under this model customers pay 
what they think a product or service is worth, or what they want 
to pay. This model is sometimes seen as part of a digital forum, 
where the basic version is offered for free but subsidised by a 
premium version that offers more features for a fee. An example of 
the ‘pay-what-you-want’ model is Humble Bundle, a company that 
offers customers downloadable video games, grouped together 
in bundles. Customers are given a range of suggested payment 
options (paying more for a larger bundle) and can allocate the 
amount they pay to the game developers, Humble Bundle itself 
and to a chosen charity. This model, explains the report, is more 
than a pricing strategy: it can open up access to new customers 
and allows for experimentation and market testing.

The ‘mega-hyperlocal’ model
Kernel Brewery, a microbrewery based in central London, is a 
good example of a mega-hyperlocal business. The product (or 
service) is sourced and made locally, creating a strong brand 
and low environmental footprint, and businesses tend to value 

reputation in the community over scale. But digital technology 
allows the business to reach far more local customers than would 
have been possible in the pre-digital world.

‘From dense urban neighbourhoods to rural communities 
with limited-sized markets,’ says the report, mega-hyperlocal 
businesses ‘can provide high-quality employment that promotes 
entrepreneurialism and community dynamism in areas where that 
might not have previously been possible.’  

The report concludes that these new business models can 
help to build a new breed of sustainable companies – and 
professional accountants have an important role to play in that 
development, providing important advice on technology, shifting 
regulation and value creation in this new world. ‘The role for the 
professional accountant is clear,’ says Ng Boon Yew, chairman 
of ACCA’s Accountancy Futures Academy, in his introduction to 
the report. ‘Their unique vision of how a new business model can 
create value for a company, coupled with their responsibilities to 
provide strategic, forward-thinking, actionable advice, will see 
them needed more than ever.’ ■

Liz Fisher, journalist

For more information:

Read ACCA’S report, Business models of the future: 
emerging value creation, at bit.ly/ACCA-bus-mod
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Career boost
Lavishing praise on colleagues in vague terms can do more harm than good – focus 
instead on the actions that led to their success, advises our talent doctor Rob Yeung

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: feedback

As a psychologist, I often can’t 
help but notice when parents make 
a rookie error in praising their 
children. Of course these parents 
have good intentions, but research 
tells us that they may actually be 
talking in ways that stifl e their 
children’s motivation and creativity.

In such situations, I hold myself 
back from saying anything, as it’s not 
my place to offer advice that may not 
be welcome. However, I always raise 
the issue of effective praise when 
I’m running leadership development 
workshops. After all, it’s important 
to know how to give feedback to 
colleagues in a way that will boost 
their motivation and performance.

Society often seems to worship 

the notion of talent – the idea that 
some people may naturally be gifted at 
leadership, public speaking, fi nancial 
analysis, emotional intelligence and so 
on. It is easy to praise these individuals by 
making comments such as, ‘You’re such 
a genius.’ Or to praise specifi c skills by 
saying, ‘You’re so good at dealing with 
people – you must be a natural,’ or ‘You 
just have a gift for numbers.’

Unfortunately, decades of studies have 
found that praising someone’s innate 
intelligence or abilities may reduce not 
only their motivation but also eventually 
the results they get. People who feel they 
were born with a certain skill or gift are 
more likely to have the implicit belief that 
they therefore don’t need to work at it. As 
a consequence, they become less likely 

to seek to improve their skills. This has 
been demonstrated in studies not just 
of offi ce workers but of schoolchildren 
and aspiring athletes too.

Imagine that someone is repeatedly 
praised for being a ‘natural’ at public 
speaking and at giving presentations. 
Being told over and over that her 
talent is in-born, rather than the result 
of hard work, may inadvertently lessen 
her drive to hone her technique and 
become even better. Her performance 
may get stuck at the same level or 
even deteriorate over time. 

If you want to encourage people 
to expend more effort at improving 
themselves, avoid praising their innate 
talents. That doesn’t mean that you 
have to be relentlessly negative – by 
all means offer praise. But do so by 
focusing on the specifi c actions that 
led to success. This is process-oriented 
rather than talent-oriented praise. 

For example, you could say, ‘You 
gave a great presentation. I liked how 
you structured your main arguments 
and provided evidence.’ Or try 
something like: ‘Your sales were great 
this quarter. We were all amazed at 
how persistent you were in following 
up with your customers.’

To bring out the best in people, 
praise their efforts, their thinking 
processes and persistence. Do that, and 
you help reinforce the idea that they 
could always be striving for more. ■

For more information:

talentspace.co.uk

@robyeung

Giving credit

Watch Dr Rob Yeung’s 
video on constructive criticism at  
bit.ly/ACCA-Yeung
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The perfect: dealmaker

Nafta, Nato, Brexit – the number of old accords that appear to be up for grabs and ripe for 
renegotiation is little short of mind-blowing. Having dismantled existing relationships, it 
seems the world’s power players need to re-establish who and what they are to each other.

On a less dramatic scale, the same thing happens in the workplace. Most of us have 
to put time and due diligence into finding out who does what, who is useful and who’s 
obstructive within our organisations just to operate successfully day to day. When there is 
more at stake – a promotion, a client win, a project led to its conclusion – you need to up 
your game. So what does it take to be a perfect dealmaker?

Good dealmaking takes preparation, and that takes place continuously, well in advance 
of formal face-to-face encounters. Prove your worth and your willingness by getting involved 
in projects and tasks. Establish a strong internal network so that you can find help and 

expertise when you need it. Once your objective emerges, deepen and fine-tune 
those relationships and start promoting your goals to a wider audience.

Cosy up to the decision-makers. Your peer 
relationships will only get you so far. 
As you get closer to your objective, 

make sure you’re raising your 
profile with the powers 

that be, those who will 
make the final call on 
your approach – or 
your budget.

Finally, aim 
high. Make sure 
you’re clear about 
what success looks 

like along the way. 
Simply ‘making 
do’ is unlikely 
to yield stellar 

results.

Rise of the robots
A tenth of finance executives 
believe that artificial 
intelligence will replace some 
senior finance positions. 
Meanwhile, a further 25% think 
this scenario is ‘possible’.

In a poll by the New York 
chapter of Financial Executives 
International, nearly a fifth 
(19%) of those surveyed 
thought the director/vice-
president of financial planning 
and analysis was most likely 
to be eliminated. Next to go, 
according to respondents, 
would be the corporate 
controller/chief accounting 
officer (12%) and the tax 
director (10%). 

However, respondents were 
not convinced that change 
would take place imminently. 
Just 8% said the replacement 
of finance executives was 
happening now or would 
happen within the next two 
to five years. The remainder 
believed it would happen 
more than five years from now 
(34%) or that it would never 
happen at all (58%).

Top talent held back
Succession planning is one of 
a CFO’s most important tasks. 
Yet new evidence suggests 
that they may be missing out 
on opportunities to develop 
talent within their organisation.

According to the 
HR Innovation Practices 
Observatory, part of the 
Politecnico di Milano School 
of Management, businesses 
tend to be wedded to the 
traditional ‘career ladder’. 
Under this model, talented 
individuals are moved 
vertically within a single 
business function. 

Yet the research claims that 
this approach alienates multi-
talented professionals, who 
could thrive across disciplines 
if organisations were willing 
to adopt a ‘lattice’ model in 
terms of managing careers.

Professor Mariano Corso, 
the observatory’s scientific 
officer, and faculty member 

of MIP Politecnico di Milano, 
said: ‘Top talent can lose 
engagement and motivation 
fast when not managed 
correctly, and some may leave 
the organisation to seek out 
more varied professional 
experiences.’

He added: ‘The costs 
of hiring and replacing 
employees – combined with 
the effect of losing a top 
employee – can dramatically 
impact a company’s profits and 
morale. Part of the solution 
lies within good career 
and succession planning 
procedures to avoid these 
situations altogether.’

Roles to fill in Singapore
Financial institutions in 
Singapore are actively 
recruiting regulatory reporting 
professionals and risk control 

experts to help them comply 
with new rules from the city-
state’s financial regulator.

According to the latest 
Quarterly Report from recruiter 
Hays, this is a response to the 
unprecedented amount of 
regulations rolled out in 2016 
and other changes proposed 
for 2017. These reforms, issued 
by the Monetary Authority 
of Singapore (MAS), have 
tightened the compliance and 
governance requirements for 
all financial institutions. 

Lynne Roeder, managing 
director for Hays in Singapore, 
said: ‘The ever-tightening 
changes have created high 
demand for compliance 
officers and regulatory 
reporting professionals.’

Hays predicts that intense 
competition for qualified 
candidates will mean that 

job seekers will have greater 
bargaining power this year.

Brexit career boost
Accountancy is one of the UK’s 
10 graduate careers with the 
best prospects for 2017 – and 
it’s thanks to Brexit.

In an article for The 
Independent, Andrew Gardner, 
senior divisional director 
at Reed Technology, said 
accountants were increasingly 
being asked to advise on areas 
such as corporate tax and 
restructuring. This requires 
excellent forecasting skills and 
a good commercial view of 
risks and opportunities. ■

Sally Percy, journalist

For more information:

accacareers.com
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Big data, big change
We know the role analytics plays in tracking consumer spending habits. But, asks  
Alison Young, how can companies use this data to manage employees?

likely to increase the success of the project.
Personalising employees’ journeys through change will 

require a range of data – what’s held in HR systems is just the 
start. Just as the field of customer analytics goes far beyond the 
collection of demographic data to include sentiment analysis, 
psychological profiling, membership of social groups and 
more, leaders need to be as curious about their employees in 
managing change as they are about their customers. 

Organisations must find ways to collect what their people 
are thinking and feeling, as well as their age, salary, location, 
function and so on. And they will have to connect different data 
sets to create, test and validate hypotheses about the employee 
experience through change. We need to move on from 
organisational employee data that delivers historical reporting to 
be able to configure systems that try to predict how employees 
may react to future organisational events.

The journey towards change
Applying a customer analytics mindset, we need to encourage 
leaders to keep collecting information throughout the change 
journey. After all, the change process is not a one-off event. 
Whether an office is relocating, a division being merged, or a 
new organisational structure being designed and implemented, 
they are all processes that happen over time. To state the 
obvious, there is a beginning (planning and starting to untangle 
the current state), a middle (the office move itself, the first day 
in the new structure) and an end (settling down and reviewing 
what else needs to adjust to support the primary change). In the 
course of these phases, employees go through an emotional, 

practical and intellectual journey. 
The intellectual journey is 
about making sense of what’s 
happening in order to evaluate 
different options, while the 
practical journey addresses the 
skills or new practices required of 
the employee. 

Often, the emotional journey 
– people’s fears and hopes, 
about whether they will still have 
a job, or what new opportunities 
might be available – gets 
forgotten, and it is here that 

the change process is most 
often derailed.

When leaders 

The digital world has brought about wholescale 
disruption to industries that had been operating in the 
same way for years. In the past, technological change 

often targeted the ‘back office’, creating greater efficiencies, 
slicing costs from internal processes and speeding up time 
to market. These changes were usually out of sight of the 
consumer, and it was the retailer or supplier who benefited 
from higher productivity and profitability. But the effect of 
the digital changes we see now – on the back of enhanced 
computing power – are much more widely visible. 

For example, in sectors such as retail, the consumer 
experience has been completely overhauled, resulting in 
products and services that are highly personalised. The targeting 
of these offerings to the customer according to their particular 
behaviour and preferences is driven by powerful algorithms that 
link data sets, and that test and validate hypotheses over and 
again. This is the power of big data.

Analytics and organisational transformation
But the use of big data should not stop at the customer. Leaders 
can also use its power within the organisation to help their 
people navigate changes that are being introduced. Employees 
are simply consumers in a different context and so, in principle, 
there is no reason why elements of the customer experience 
can’t be transplanted into an organisational-change setting.

In the same way that the consumer has access to information 
that’s directly relevant to them, we need to work harder to create 
a personalised journey for employees through change. When 
people are delivered generic messages that don’t translate 
into what a change will mean 
to them, or when they are 
put through training or 
offered support that doesn’t 
meet their needs, they 
will simply switch off. And 
that’s the slippery slope to 
disengagement, declining 
morale and changes that 
don’t stick. By contrast, when 
employees have relevant 
information or support when 
they need it, they move from 
feeling as though a change 
is being done to them, to 
feeling involved in the 
change. And that’s 
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collect information about how 
employees respond emotionally at 
different stages of the change journey, 
they can gain valuable insights into 
what might cause resistance in the 
future. Too often, data is collected only 
at the beginning of a process to inform 
the change plans, and then ends up 
being the sole source of (out-of-date) 
information for the later stages. But if 
leaders continue to collect information 
– in the same way that customer 
behaviour and patterns would normally 
be collected throughout the duration 
of the retail experience – trends can be 
detected. Leaders need to have at their 
fingertips, on a real-time basis, rich data 
about what people think, feel and need. 
Combined with other data sets, the insights gained will help drive 
change activities that are timely, relevant and helpful, and so drive 
up engagement.

If it seems a stretch to imagine that most employees 
would readily give their views to leaders about topics of 

change, consider this: employees 
actually expect to have this kind of 
personalised experience in work 
because they take it as given in their 
non-work activities. They expect 
support to be easy to access, to 
happen in real time, and to be 
available when they want it – not just 
when it’s delivered to them.

Leaders need to push their teams 
to adopt a customer analytics mindset 
when it comes to driving change 
in the organisation. Rich employee 
data can be used throughout the 
change process to help measure the 
effectiveness of communications, 
inform the level of support required 
for teams and individuals when they 

need it, and open channels of information-sharing between 
employees and leaders to ensure a successful outcome. ■

Alison Young is a consultant at change management specialist 
EchoChanges; echochanges.com

Leaders need 
to have at their 
fingertips, on a 
real-time basis, 
rich data about 

what people think, 
feel and need
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Know yourselfKnow yourselfKnow yourself
In the latest in a series looking at what it takes to be a good leader, David Parmenter 
talks about the importance of developing and nurturing self-awareness

opt for a personal development course of relatively long 
duration. The experts in behavioural change say that it takes 
around 12 weeks of exercises to make a real difference.

* Anger management Great leaders manage their emotions 
and avoid outbursts that could damage relationships with 
their staff. When you are able to choose not to get angry, 
you realise that anger does not help in the long term. The 
emotional damage caused by the outburst cannot be healed 
quickly and, in some cases, can never be repaired. I am sure 
most people can recall, as if it were yesterday, outbursts 
directed at them more than 10 years ago. The apology cannot 
wipe away the memory.

If you have anger-management issues, attending a course 
of at least 12 weeks can begin to resolve these. I know, as I 
went through a behaviour-change programme myself.

* Differing views The US president Franklin D Roosevelt 
notably warned against taking major decisions where there 
was consensus until the homework had been done. The 
management guru Peter Drucker likewise saw conflicting 
views in positive terms, to be evaluated before a decision was 
made. Another business guru, Jack Welch, the former CEO of 
the conglomerate GE, would challenge any new idea, making 
sure it was well researched, before giving it the green light.

Gary Hamel, one of the world’s most influential business 
thinkers, is adamant that organisations and leaders should 
embrace irregular people and their irregular ideas. ■

Next steps
1. Attend an Enneagram course
2. Book yourself on an intensive life-skills course
3. Email me at parmenter@waymark.co.nz for more 

information on the importance of visualisation.

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

From the time we enter this world, we acquire traits and 
habits that will be limiting factors in our management 
and leadership of people – it’s our personal baggage. 

We will always be running with a few cylinders misfiring 
unless we fully understand our behaviour patterns and 
how they affect those people around us. It is important to 
remember that to be a leader today, you do not have to have 
handled all of your personal baggage; the key is to be aware 
of your weaknesses. 

‘Crippled’ CFOs and fi nancial controllers cause havoc in every 
organisation in which they work. Yet there are others who are a 
pleasure to work with and offer collegial support. You owe it to 
your colleagues, staff, suppliers, contractors, family, partner and 
offspring to do something about your own personal baggage. 
Here are some approaches that may help. 

* The Enneagram This is a way of looking at people and their 
relationships that distinguishes between nine personality 
types. The idea is that one of these will fit you, predicting your 
behaviour and likely pitfalls, which you can avoid with some 
minor modifications. It is best learnt by attending a course, 
with your partner or a friend. See enneagraminstitute.com.

* The Herrmann system This identifies four different ‘thinking 
preferences’, with the aim of understanding the ways people 
think – you, your boss, your colleagues and the staff reporting 
to you – so you can communicate effectively with them. A 
great in-house team-building and awareness workshop can 
be found at hbdi.com. 

* Neuro-linguistic programming (NLP) NLP can be applied 
to your leadership skills, your hobbies and your relationships 
at home. By using your five senses, you create visions of 
achievement you have yet to attain. You smell, see, feel, hear 
and touch – all in your mind – what you want to achieve. Your 
subconscious will set about closing the gap between where 
you are now and this future reality. Search ‘NLP courses’ to 
find a course near you. 

* Intensive life-skills course Many different life-skills courses 
are available (eg, from the Landmark Forum). Ask around and 
find a course that has made a difference to others. To have 
the most chance of changing negative patterns of behaviour, 

For more information:

davidparmenter.com
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Heavy lifting
The IASB’s Conceptual Framework is being renovated, says Adam 
Deller, and is turning out to be a bigger task than anticipated

Renovations are tricky. It can 
be an overwhelming task, as 
you know that some parts 
need to be fi xed, but you 
often fear that once you get 
going, you’ll end up fi nding 
more and more areas that 
need addressing. Often the 
project can take longer than 
you ever anticipated and you 
end up changing far more 
than you planned. That’s 
why it’s more enjoyable to 
watch renovation shows 
on television than actually 
taking on a project yourself.

The International 
Accounting Standards Board 
(IASB) is coming towards the 
end of its own renovation 
process on the Conceptual 
Framework for Financial 
Reporting 2010. Much like 
building work, it’s daunting 
to make a lot of changes to 
it, as the knock-on effects to 
individual fi nancial reporting 
standards could be signifi cant. 
Despite that, the IASB has 
had its hard hat on and been 
getting to work. Now that 
the programme is nearing 
completion, we may be able 
to make out the shape of what 
we’re going to be left with.

In this fi rst article on the 
proposed changes to the 
framework, we are going 
to look at some of the 
more signifi cant 
changes that 
have been 
tentatively agreed 
by the IASB. So sit 
back, look at the 

progress and just be glad 
that you’ve not had to do the 
heavy lifting.

Preparing the ground
As with any major renovation, 
we need to start small and 
build up to the bigger issues. 
The only major change to 
‘Chapter 1, The objective of 
general purpose fi nancial 
reporting’ is that the IASB 
proposes the reintroduction 
of the term ‘stewardship’ 
into the objective of general 
purpose fi nancial reporting. 
This is a relatively minor 
change and a nice gentle 
ease-in to the process. 

As many respondents to 
the consultation highlighted, 
stewardship is not a new 
concept. The importance of 
stewardship by management 
is inherent within the existing 
framework and within fi nancial 
reporting, so this statement 
may largely be reinforcing 
what already exists.

Originally, the IASB had 
not planned on making 
any changes to ‘Chapter 3, 
Qualitative characteristics of 

useful fi nancial information’, 
but following many responses 
to the discussion paper, there 
have been some changes 
that have tentatively been 
accepted by the IASB.

Leave the foundations
Primarily, the qualitative 
characteristics are unchanged. 
Relevance and faithful 
representation will remain 
as the two fundamentals. 
The four enhancing 
qualitative characteristics will 
continue to be timeliness, 
understandability, verifi ability 
and comparability.

However, while the 
qualitative characteristics 
remain unchanged, the IASB 
has tentatively decided to 
reinstate explicit references 
to prudence and substance 
over form.

In the Conceptual 
Framework for Financial 

Reporting 2010, these were 
removed. The conclusion 
reached was that substance 
over form was not considered 
to be a separate component 
of faithful representation, 
because it would be 
redundant. It was decided that 
representing a legal form that 
differed from the economic 
substance could not result in a 
faithful representation.

Whilst that statement is 
true, the IASB felt that the 
importance of the concept 
needed to be reinforced 
and so a statement has now 
been included outlining 
that faithful representation 
provides information about 
the substance of an economic 
phenomenon rather than its 
legal form.

In the 2010 framework, 
faithful representation was 
defi ned as information that 
was complete, neutral and 
free from error. The basis 
for conclusions in the 2010 
framework stated that 
prudence was not included, 
as including it would be 
inconsistent with neutrality. » 
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However, the removal 
of the term led to 
confusion and many 
respondents to the 
IASB’s discussion paper 
urged the Board to 
reinstate prudence.

Therefore, an explicit 
reference to prudence has 
now been included, stating 
that ‘prudence is the exercise 
of caution when making 
judgements under conditions 
of uncertainty’.

As is often the case with a 
building project, making one 
minor change may lead to 
others, and everyone wants a 
building that is on the level. 
The problem with adjusting 
the building blocks here, even 
slightly, was that by adding 
in the reference to prudence, 
the IASB encountered the 

further issue of 
asymmetry.

Many 
standards, such 

as IAS 37, Provisions, 
Contingent Liabilities and 
Contingent Assets, apply 
a system of asymmetric 
prudence. In IAS 37, a 
probable outfl ow of economic 
benefi ts would be recognised 
as a provision, whereas a 
probable infl ow would only 
be shown as a contingent 
asset, disclosed in the fi nancial 
statements. Therefore, two 
sides in the same court 
case could have differing 
accounting treatments despite 
the likelihood of the payout 
being identical for either 
party. Many respondents 
highlighted this asymmetric 
prudence as necessary under 

some accounting 
standards and felt 
that a discussion 
of the term was 
required. Whilst 

this is true, the IASB believes 
that the framework should not 
identify asymmetric prudence 
as a necessary characteristic of 
useful fi nancial reporting.

The IASB has tentatively 
decided to state that the 
concept of prudence does not 
imply a need for asymmetry, 
such as the need for more 
persuasive evidence to 
support the recognition 
of assets than liabilities. It 
has included a statement 
that such asymmetry may 
sometimes arise in fi nancial 
reporting standards as a 
consequence of requiring 
the most useful information.

Building the extension
The 2010 framework has had 
‘Chapter 2, The reporting 
entity’ classifi ed as ‘to be 
added’ since inception. 
Finally, the extension has 
been built. It is fair to say 
that this is an extension 
built out of practicality, rather 
than excitement.

The major additions here 
relate to the description and 

boundary of a reporting entity. 
The IASB has proposed the 
description of a reporting 
entity as an entity that chooses 
or is required to prepare 
general purpose fi nancial 
statements.

The proposed boundaries 
outline that the fi nancial 
statements of a reporting 
entity whose boundary is 
based on direct control only 
are called unconsolidated 
fi nancial statements, whereas 
one with direct and indirect 
control are called consolidated 
fi nancial statements.

Whilst these have been 
tentatively confi rmed by the 
IASB, the terms ‘direct’ and 
‘indirect’ control are likely 
to be changed and clarifi ed, 
meaning that there may 
still be some time before 
the extension is ready to 
be inhabited.

Skipping floors
We will fi nish our review 
of the major changes by 
looking at the aspects in 
‘Chapter 5, Recognition and 
derecognition’. Those of 
you still with us at this point 
may have noticed that we 
have skipped Chapter 4. The foundations 

are being left 
intact, with 

significant work 
being done to 

many aspects of 
the framework
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That’s because its proposed 
amendments are much 
greater and will need to be 
investigated further in the 
next article.

In terms of recognition, the 
current framework specifi es 
three recognition criteria 
that apply to all assets and 
liabilities:

* the item meets the 
definition of an asset or 
liability;

* it is probable that any 
future economic benefit 
associated with the asset or 
liability will flow to or from 
the entity; and

* the asset or liability has a 
cost or value that can be 
measured reliably.

The IASB has confi rmed 
the new approach to 

recognition, which requires 
decisions to be made by 

reference to the qualitative 
characteristics of fi nancial 
information. The IASB has 
tentatively confi rmed that an 
entity recognises an asset 
or a liability (and any related 
income, expense or changes 
in equity) if such recognition 
provides users of fi nancial 
statements with:

* relevant information about 
the asset or the liability 
and about any income, 
expenses or changes 
in equity;

* a faithful representation of 
the asset or liability and of 
any income, expenses or 
changes in equity; and

* information that results 
in benefits exceeding 
the cost of providing 
that information.

A key change to this is the 
removal of a ‘probability 

criterion’. This has been 
removed, as different fi nancial 
reporting standards apply 
a different criterion, with 
some applying ‘probable’, 
some ‘virtually certain’, some 
‘reasonably possible’. This also 
means that it will not prohibit 
the recognition of assets or 
liabilities with a low probability 
of an infl ow or outfl ow of 
economic resources.

The fi nal major change 
in Chapter 5 relates to 
derecognition. This is an 
area not previously covered 
by the framework. The 
IASB tentatively accepted 
the principles in the 
exposure draft relating to 
derecognition, namely that 
accounting requirements for 
derecognition should aim to 
represent faithfully both: 

* the assets and liabilities 
retained after the 
transaction or other 
event that led to the 
derecognition (including 

any asset or liability 
acquired, incurred or 
created as part of the 
transaction or other 
event); and

* the change in the entity’s 
assets and liabilities as a 
result of that transaction or 
other event.

As we can see, progress 
has been made. Much of 
this progress may appear 
cosmetic, but the IASB is 
pressing on with the work. 
The foundations are being left 
intact, with signifi cant work 
being done to many aspects 
of the framework. 

The next article will 
focus on the elements of 
fi nancial statements and the 
measurement of items, both 
of which are likely to have 
more signifi cant impacts 
on entities. ■

Adam Deller is a fi nancial 
reporting specialist and 
lecturer
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly roundup of the 
latest developments in audit, fi nancial reporting, tax and law

Audit

Auditing framework in 
Ireland
New standards apply 
for accounting periods 
commencing on or after 17 
June 2016, for which audit 
opinions are signed after 
1 February 2017. Regulation 
77(1) of SI 312 of 2016 requires 
statutory auditors to carry out 
statutory audits in accordance 
with these new standards. 
These include the Ethical 
Standards for Auditors (Ireland) 
2017, International Standards 

on Auditing (Ireland) (ISA 
(Ireland)) and International 
Standard on Quality Control 
(Ireland) (ISQC (Ireland)) 1 2017. 

The standards are based on 
the ISAs (UK & Ireland) issued 
by the Financial Reporting 
Council. Auditors in the UK 
undertaking audits in Ireland 
should ensure that they update 
their procedures, manuals 
and work programmes, and 
review the standards. The 
new standards issued by the 
Irish Auditing and Accounting 
Supervisory Authority provide 
the Auditing Framework for 
Ireland, available at iaasa.ie. 

Reporting
 

LLP SORP
The statement of 
recommended practice 
(SORP) has been updated 
to refl ect the limited liability 
partnership (LLP) regulations 
issued in May 2016, and has 
also been updated to refl ect 

earlier changes that have been 
made to FRS 102 and 1a. It 
can be used now as it applies 
for all periods commencing 
on or after 1 January 2016. 
This is the date from when 
the regulations applied. The 
changes mainly impact on 
small LLPs and provide them 
with the opportunity to use 
similar reporting relaxations 
that have been available to 
limited companies. 

The SORP also contains ‘a 
number of minor clarifi cations 
… including amending the 
existing guidance to address 
diversity in practice on how 
‘automatic divisions’ of profi ts 
are accounted for’. It does 
not apply to LLPs that choose 
to apply the micro-entities 
regime and the LLP SORP 
states that ‘such LLPs should 
apply FRS 105 only’. It also 
says that ‘where a micro-LLP 
enters into a transaction that 
is not covered by FRS 105, 
it is required to refer to the 

concepts and principles set 
out in Section 2 Concepts and 
Pervasive Principles of that 
standard when determining its 
accounting policies’. 

The table below, 
reproduced from the SORP, 
summarises the choices 
available to LLPs. The revised 
SORP is at bit.ly/llp-sorp.

Apprenticeship levy
As highlighted last month, 
employers, in addition to 
their role in administration, 
payment and research 
concerning the apprenticeship 
levy, may need to consider 
their accounting policies. More 
at bit.ly/AB-tech-0217. 

Tax 

Landlords under MTD
Landlords will be able to use 
the cash basis rather than 
generally accepted accounting 
practice (GAAP) as the default 
method of calculation, ‘unless 

Apply FRS 105 only 

Apply the small entities regime (Section 1A 
of FRS 102) together with the recognition and 
measurement requirements of this SORP and 
the disclosure requirements. 
Apply FRS 102 and all the requirements of this 
SORP paragraphs 63 and 64 of SORP 2

Apply FRS 101 only 

Apply IFRSs only 

Apply FRS 102 and all requirements of SORP 2 

Micro-LLPs 
Turnover ≤ £632k, 
balance sheet total 
≤ £316k, employees ≤ 10 

Small LLPs 
Turnover ≤ £10.2m,
balance sheet total ≤ 
£5.1m, employees ≤ 50 

Other LLPs 
Breaches two of the 
three small entity 
thresholds 

X
Qualifying entities only

X
Qualifying entities only

X
Qualifying entities only

X

X

X

X

X

X

X

X

X

SORP for LLPs
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a landlord opts out or has 
rental receipts for the business 
in excess of the threshold in 
which case they will continue 
to use GAAP’. The measure 
will have effect for the ‘tax year 
starting 2017 to 2018 onwards.

The calculation of taxable 
profits for property business 
income is calculated in 
accordance with GAAP and 
is adjusted for income tax 
purposes. The proposed 
change will see the cash basis 
being the default option where 
the cash basis receipts don’t 
exceed £150,000. HMRC notes 
that landlords ‘will continue to 
be able to opt to use GAAP 
to prepare their profits for tax 
purposes’. Landlords with more 
than one property business 
will be able to choose the 
‘cash basis or GAAP for each 
of their property businesses’, 
while those with ‘overseas 
property businesses alongside 
a UK property business will 
be able to make the decision 
about whether using GAAP is 
more appropriate for either’. In 
addition, landlords ‘other than 
spouses or civil partners who 
jointly own a rental property will 
be able to decide individually’.

In addition: 

* capital allowances are not 
available

* landlords will be able to 
claim the upfront cost of 
capital items used in the 
business

* interest expense will 
be treated consistently 
between those using the 
cash basis and those using 
GAAP.

Non-doms
April will finally see the 
changes to the UK non-
dom taxation regime. As a 
reminder, the government 
response to the consultation 
findings highlighted that ‘there 
are three main elements to 
the reforms. First, it ensures 
that the tax treatment of the 
most long-term UK resident 
non-doms is brought in line 
with UK domiciled residents. 

Tax will be charged on 
worldwide income and gains. 
The reforms also mean that 
a UK-born individual whose 
domicile of origin was in 
the UK cannot choose a 
foreign domicile and then 
subsequently return to the 
UK as a non-dom … Second, 
the changes to the IHT rules 
ensure that non-doms cannot 
hold a UK property indirectly 
(for example, through an 
offshore company). This closes 
the loophole that a large 
number of non-doms use to 
avoid paying UK IHT. And 
third, the government sets 
out a package of reforms to 
Business Investment Relief to 
incentivise inward investment 
into UK businesses. This is 
designed to allow non-doms 
to bring more overseas 
income and gains into the UK 
to support economic growth 
and investment.’

You can see the comments 
and legislation at bit.ly/
nondom-cons.

ESC withdrawal
Four extra-statutory 
concessions withdrawn with 
effect from April 2018 are:

* Zero-rating of central 
processor – Notice 701/7 

* Composite rate of VAT for 
computer systems – Notice 
701/7

* Affiliation fees for sports 
clubs – Notice 701/45

* C12 – Retail co-operative 
societies: accounting 
periods 

The concessions 
in notice 701/7 
have already been 
amended in the 
latest versions of 
the notice. C12 
affects a small 
number (12) of 
co-operative 
societies, who have 
been contacted. 
The remaining 
concession, in 
Notice 701/45 
Affiliation fees for 
sports clubs, will 

affect profit-making clubs that 
pay affiliation fees. This ‘means 
that the onward charge of the 
affiliation fee will be liable 
to VAT unless it meets the 
conditions of a disbursement. 
The withdrawal of this 
concession has no impact on 
the VAT treatment of affiliation 
fees by non-profit making 
sports governing bodies, or 
similar umbrella organisations, 
and on non-profit making 
sports clubs to their members.’ 

Loss relief
Losses for companies arising 
from 1 April, when carried 
forward, can be offset against 
the total taxable profits of 
a company and its group 
members. They will be able 
to use the losses against up 
to 50% of profits subject to 
the annual allowance. Each 
standalone company or group 
will be entitled to a £5m 
annual allowance. You can see 
the draft legislation at bit.ly/
dl-loss-relief. 

Consultations

Industrial strategy 
This green paper is open 
until 17 April. This is a 
discussion document that 
asks contributors to highlight 
what they would like to see 
both nationally and locally. In 
the paper the government’s 
position rests on 10 pillars. In 
the consultation it states that 
the ‘10 pillars we believe are 
important to drive forward our 

industrial strategy across the 
entire economy’ are ‘science, 
research and innovation; skills; 
infrastructure; business growth 
and investment; procurement; 
trade and investment; 
affordable energy; sectoral 
policies; driving growth 
across the whole country; and 
creating the right institutions 
to bring together sectors and 
places.’

Some areas will be very 
important to all businesses, 
while others are niche. What 
is important is that if you have 
a strong view on what you 
need for your business or the 
businesses you represent, 
you comment on those 
areas. Below are examples 
taken from the document 
highlighting the identified 
pillars and questions asked:

* Research and innovation: 
‘We have launched a review 
of the tax environment for 
R&D to examine whether 
there is more we should do 
to stimulate private sector 
investment and make the UK 
an even more competitive 
place to do R&D.’

* Procurement: ‘Are there 
further steps that the 
government can take to 
support innovation through 
public procurement? What 
further steps can be taken to 
use public procurement to 
drive the industrial strategy 
in areas where government 
is the main client, such as 
healthcare and defence? 
Do we have the right 
institutions and policies 
in place in these sectors 
to exploit government’s 
purchasing power to drive 
economic growth?’

* Trade and investment: 
What can the government 
do to improve our support 
for firms wanting to start 
exporting? What can 
the government do to 
improve support for firms 
in increasing their exports? 
What can we learn from 
other countries to improve 
our support for inward » 

The government’s 
green paper on 

building our 
industrial strategy 

is open until 
17 April
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investment and how we 
measure its success? Should 
we put more emphasis on 
measuring the impact of 
foreign direct investment 
(FDI) on growth?

* Local: Recognising the 
need for local initiative and 
leadership, how should we 
best work with local areas 
to create and strengthen 
key local institutions? What 
are the most important 
institutions which we need 
to upgrade or support to 
back growth in particular 
areas? Are there institutions 
missing in certain areas 
which we could help create 
or strengthen to support 
local growth?

View the green paper at bit.ly/
gov-ind-str.

Limited partnership law 
In its call for evidence in its 
review of limited partnership 
law, the Department for 
Business, Energy and Industrial 
Strategy included a section on 
‘Recent allegations’. This stated 
that there have been reports 
that ‘some limited partnerships 
registered in Scotland are 
being used as vehicles for 
illegal purposes’ and ‘are also 
being used as vehicles for 
money laundering, organised 
crime and tax evasion’. It states 
that ‘it is alleged that because 
limited partnerships registered 
in Scotland have their own 
legal personality’, the ‘partners 
are able to be invisible whilst 
the entity enters into contracts’. 
It also suggests that ‘Limited 
Partnerships registered in 
Scotland are being aggressively 
marketed outside of the UK, 
with over 95% of Limited 
Partnerships registered in 
Scotland not having natural 
persons as partners’.

The call for evidence is 
open until 17 March and 
seeks opinions on whether 
the current framework ‘needs 
to be reviewed with a view 
to increasing transparency 
and reporting requirements’, 
or perhaps ‘amending some 

Apprenticeship levy funding

Apprenticeship funding is also available to the majority of employers who are not paying the 
apprenticeship levy. The new apprenticeship funding system in England will be active from 
1 May (levy payments apply from April) and any apprenticeships, both for those employers 
paying the levy and those not, which started from this date will be funded according to the 
new rules. 

The government has stated that ‘if an employer has not paid the levy and would like 
to train an apprentice, they will need to co-invest 10% and will benefit from government 
funding to cover the remaining 90% of the cost. This will also apply to any levy-paying 
employer who wants to invest more in apprenticeship training than they hold in their digital 
account. In this case, if in any single month a levy-paying employer has insufficient funds 
available in their digital account to meet the full costs of training and assessment, they will 
need to co-invest 10% of the remaining balance, with government paying the remainder. All 
employers will need to meet, in full, any costs above the funding band limit for any particular 
apprenticeship.’ The system will see the establishment of digital accounts for employers (see 
last month’s issue at bit.ly/AB-tech-0217) but co-investment in the first year will need to be 
paid directly to the provider rather than via a digital account. 

The definition of workplace has also been clarified as ‘the physical place of work, 
designated by the employer, where the apprentice is expected to spend the majority of their 
time during their apprenticeship (50% or more) ... Employers will be required to confirm the 
workplace location as part of their written agreement with the main training provider in the 
evidence pack for each apprentice.’

ACCA has been heavily involved in the development of the new employer-led Trailblazer 
apprenticeship standards at Level 4 and Level 7. We are excited to be among the first to train 
apprentices under the new Level 4 Professional Accounting/Taxation Technician Trailblazer 
Standard and have been accepted onto the Register of Apprenticeship Assessment 
Organisation.

The Level 7 Accountancy/Taxation Professional Apprenticeship Standard is expected 
to be approved shortly, and is designed to give the apprentice a new route to chartered 
certified professional membership.

To get involved in helping us to promote apprenticeships to schools, or to contribute to 
our policy agenda, please email advocacy@accaglobal.com. If you are thinking about taking 
on an apprentice and want to know more about the ACCA apprenticeship, please email 
apprentices@accaglobal.com.
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of the legal characteristics 
of the partnerships’. It also 
seeks to establish evidence 
on the ‘importance of 
limited partnerships to the 
economy and specifically, 
limited partnerships 
registered in Scotland to the 
Scottish economy.’ 

See consultations at bit.ly/
gov-consult.

Export

Business risk
The Department for 
International Trade’s USA 
guidance offers advice on 
selling a product or service 
in the US. For example, 
under ‘Online selling in the 
US’, the guidance notes that 
current websites just require 
adaption in order to support 
US electronic payments/credit 
cards, US addresses and zip 
codes. It also highlights that to 
successfully license technology 
in the US ‘you should ensure:

* your intellectual property 
(IP) is protected before 
negotiating an agreement

* due diligence is done 
on licensee candidates 
through your US lawyer

* control of the contract 
drafting using an NB-SOT 
as the first negotiation 
document

* the contract is drafted 
so as to minimise risks of 
violating antitrust, patent 
misuse or other laws

* the contract protects your 
rights in any trademark

* the contract specifies your 
choice of tribunal and law

* tax impact is considered.’
The guidance suggests that 
a low-cost virtual presence 
can be achieved by with a US 
1-800 toll-free phone number 
that connects US callers 
directly to your UK office.

The series of detailed 
guides to assist businesses 
that are interested in 
developing their overseas 
trade can be seen at bit.ly/
gov-exp.

FCO Political and 
Economic Updates 
provide information for UK 
businesses on how to identify 
opportunities and guard 
against political and economic 
risks when trading overseas. 
More at bit.ly/fco-guide.

WTO tariffs
Tariffs are customs duties 
applied to imports and 
provide a price differential 
between locally produced 
goods over similar imported 
goods. World Trade 
Organization tariffs are the 
default tariff where countries 
do not have trade agreements 
in place. The aim has been 
for countries to commit to 
‘cut tariffs and to “bind” their 
customs duty rates to levels 
which are difficult to raise’. 

When entering into long-
term contracts and agreements 
that extend beyond the time 
frame of Article 50 and any 
transitional arrangements, until 
specific country agreements 

are put in place it 
would be advisable 
to assess the 
impact of tariffs 
on any contract 
clauses. 

More at bit.ly/
wto-tariffs.

Law

Land rights
The Community 
Empowerment 
(Scotland) Act 
2015 provides 

a legislative footing for ‘a 
right for community bodies 
to make requests to all local 
authorities, Scottish ministers 
and a wide-ranging list of 
public bodies, for any land or 
buildings they feel they could 
make better use of’. 

The relevant bodies to 
which requests can be made 
are listed in schedule 3 to 
the act and include local 
authorities, the Crofting 
Commission, further education 
colleges, health boards, 
Historic Environment Scotland, 
national park authorities 
(Cairngorms and Loch Lomond 
and the Trossachs), Scottish 
Courts and Tribunals Service, 
Scottish Enterprise, Scottish 
Police Authority and Scottish 
Water). These bodies will also 
need to report on the requests 
received and outcomes at the 
end of each financial year. 

Community transfer bodies 
are defined in section 77 of the 
act and within the guidance as 
either a community-controlled 
body or a body designated by 
Scottish ministers. Many will 
be charitable organisations 
and the guidance states that 
their articles of association 
‘must include arrangements 
for what happens to the 
body‘s assets if it is wound up, 
to make sure they are passed 
on to another community or 
charitable organisation.’ 

The guidance explains the 
requirements and processes 
involved, stating that the aim is 
to shift ‘the balance of power 
clearly towards the community 
body’, and to ensure ‘that 
asset transfer is available 
throughout Scotland’.

Part 5 of the act and the 
regulations came into force on 
23 January; you can find the 
guidance at bit.ly/sc-com-tran.

Innovation
The Scottish government’s 
Innovation Review report 
is expected in the spring. 
Interim steps to be undertaken 
to encourage innovation in 
Scotland have been recently 

published ahead of the report. 
The recommendations include:

* increasing the number 
of businesses receiving 
innovation support by 
streamlining existing 
partnerships across all 
relevant agencies and 
the private sector, so 
that businesses have 
access to the full range 
of information, advice 
and support, no matter 
what agency or other 
organisation they engage 
with

* tasking the Scottish 
government’s procurement 
directorate with ensuring 
that procurement acts 
as a catalyst for business 
innovation

* working through Scotland’s 
Financial Services Advisory 
Board (FiSAB) to put 
Scotland at the leading 
edge of the fintech industry

* working with universities 
to deliver leadership and 
entrepreneurial skills 
training for emerging 
entrepreneurs, innovators 
and businesses.

You can see the report and full 
actions at bit.ly/scot-innov.

Intangible assets
Further investment has been 
made to help businesses 
identify valuable intangible 
assets that will help drive 
their growth. The government 
focus on the ‘role of local 
growth and place’ has seen 
a piloting of two Intellectual 
Property Office (IPO) posts. 
One will be based within 
the Greater Birmingham 
and Solihull Local Enterprise 
Partnership, the other within 
the Greater Manchester 
Growth Hub. The IPO has 
stated that ‘both posts will 
work across their respective 
regions to develop policy that 
ensures innovative businesses 
have the confidence to 
maximise the value of their 
IP assets and make a full 
contribution to the UK’s 
economic growth’. ■

Until specific 
country 

agreements are 
in place it would 

be advisable to 
assess the impact 

of tariffs on any 
contract clauses
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On 31 January, as 
practitioners were finalising 
tax returns to meet the self-
assessment deadline, HMRC 
published the Making Tax 
Digital (MTD) consultation 
responses together with the 
first batch of draft legislation. 

Businesses, self-employed 
people and landlords will be 
required to start using the new 
digital service from:

* April 2018 if they have 
profits chargeable to 
income tax and pay class 
4 national insurance 
contributions

* April 2019 if they are 
registered for and pay VAT

* April 2020 if they pay 
corporation tax.

HMRC has said that ‘Individuals 
in employment and pensioners 
will not have to use the digital 
service unless they have 
secondary incomes of more 
than £10,000 per year from 
self-employment or property’ 
and that ‘it was considering 
exempting more of the smallest 
unincorporated businesses 
from the requirement to keep 
digital records and make 
regular updates to HMRC. 
It was also considering 
deferring the mandatory start 
date of Making Tax Digital 
for Business (MTDfB) by one 
year for the next tier of small 
unincorporated businesses and 
landlords with annual incomes 
of above £10,000, but below a 
threshold to be determined.’ 

Unfortunately, a large 
number of businesses will 
be unclear if the timetable 
applies to them. HMRC states 
that ‘given the range of views 
expressed on this matter 
from respondents to the 
consultation the government 
will take more time to consider 

these issues alongside the 
fiscal impacts. Final decisions 
will be made before legislation 
is laid later this year.’

Business organisations, 
professional bodies and a 
number of software suppliers, 
in the main, were disappointed 
with the documents published. 
These concerns continue to 
be around:

* the pace of change

* the capability of the 
smallest businesses and 
those who struggle with 
digital technology to adapt

* burdens on business

* agents’ ability to access 
digital services to support 
their clients

* data security when using 
third-party software.

HMRC has summarised the 
key decisions as follows:

* ‘Businesses will be 
able to continue to 
use spreadsheets for 
record keeping, but they 
must ensure that their 
spreadsheet meets the 
necessary requirements 
of Making Tax Digital for 
Business – this is likely to 
involve combining the 
spreadsheet with software

* Businesses eligible to 
use “three line accounts” 
will be able to submit a 
quarterly update with only 
three lines of data (income, 
expenses and profit)

* Free software will be 
available to businesses with 
the most straightforward 
affairs

* The requirement to keep 
digital records does not 
mean that businesses have 
to make and store invoices 
and receipts digitally

* Activity at the end of the 
year must be concluded 

and sent either 
by 10 months 
after the last day 
of the period 
of account or 
31 January, 
whichever is 
sooner

* Charities (but 
not their trading 
subsidiaries) 
will not need 
to keep digital 
records

* For partnerships 
with a turnover 
above £10m, Making Tax 
Digital for Business is 
deferred until 2020.’

In each of the consultation 
responses key points are 
highlighted. These include:
Simplified cash basis

* The threshold for the cash 
basis is £150,000.

* The rules on capital and 
revenue expenditure 
within the cash basis have 
been simplified.

* The government is 
considering reforming basis 
period rules and measures 
to simplify period end 
reporting requirements.

Voluntary payments

* Responding to concerns 
over the proposal that 
voluntary payments would 
be allocated against tax 
liabilities as they arose by 
HMRC instead of by the 
customer, and whether 
HMRC systems would 
ensure this was carried 
out in the customer’s 
interest, the consultation 
response is that HMRC 
will proceed with its 
proposal on payment 
allocation. It believes that 
‘this will reduce the need 
for customers to have to 

access their digital tax 
account to tell HMRC where 
payments should go’. It 
is also noted that HMRC 
will ‘ensure that robust 
allocation rules are in place 
and publicly available’.

Penalties

* It is proposed that HMRC’s 
existing compliance 
powers be replicated and 
legislation will be included 
in Finance Bill 2017.

* HMRC has stated that 
‘customers will be given 
at least 12 months before 
they are charged any late 
submission penalties’ and 
‘HMRC will consult further 
on specific proposals 
for late payment penalty 
interest and the alignment 
of interest rules in 2017’.

* For the new tax year HMRC 
will ‘use PAYE information 
during the tax year to 
calculate whether the 
right tax is being paid’. 
It also states that, for 
now, ‘customers will still 
receive letters directing 
them to their digital tax 
account to check this, but 
in future, customers will be 
prompted digitally to check 
their tax account’. »

Digital debate
As HMRC publishes draft legislation on Making Tax Digital, Glenn Collins, ACCA UK’s 
head of technical advisory, provides a breakdown of the main provisions and requirements

Business 
organisations, 

professional bodies 
and a number 

of software 
suppliers were 

disappointed with 
the documents 

56

Accounting and Business 03/2017

Technical | MTD

UK_T_Digital.indd   56 07/02/2017   18:00



LEAD_AB mag 192x260mm.indd   2 04/03/2015   16:02

www.accaglobal.com


VAT

* Quarterly updates will 
effectively replace the VAT 
return.

As well as publishing the 
consultation responses, HMRC 
has issued draft legislation 
covering the areas below:
a) scope – which businesses 

(including sole traders and 
landlords) will be in scope 
of the new requirements

b) entity and activity-specific 
exemptions – exclusions 
and exemptions for 
specified businesses and 
business activities

c) periodic updates: 
regulation-making power – 
powers for the government 
to lay regulations requiring 
specified persons to provide 
specified information 
about their income and 
expenditure to HMRC

d)  end-of-period statement: 
regulation-making power – 
powers for the government 
to lay regulations requiring 
specified persons 
to provide specified 
information in relation to 
specified periods relating 
to the calculation of profits 
or losses for those periods

e) digital record-keeping: 
regulation-making power – 

powers for the government 
to lay regulations requiring 
specified persons to 
keep specified records 
relating to their business in 
electronic form

f) electronic communications: 
supplementary powers 
– further details of the 
provision which regulations 
laid under these powers 
should be able to make 
in respect of electronic 
communications

g) digitally excluded 
exemption – details of 
who will be able to opt out 
of the new requirements 
because they are unable to 
engage digitally.

It has been stated that the 
Finance Bill 2017 will include 
the final versions of the draft 
primary legislation. It has also 
been stated that the bill will 
contain additional clauses 
covering the following areas:
a) compliance powers – HMRC 

has a range of powers 
which allow it to check and 
investigate a person’s tax 
position. Consequential 
amendments are required 
to make HMRC’s existing 
compliance powers fit 
with the new processes 
described in Bringing 

business tax into the 
digital age.

b) low-income exemption 
– details of the initial 
exemption previously 
announced for those 
with incomes below a 
defined level

c) insolvent businesses 
exemption – details of 
an exemption for those 
businesses (including sole 
traders and landlords) that 
are subject to insolvency 
proceedings

d) deferral for the largest 
partnerships – details of the 
deferral until 2020 for those 
partnerships which have a 
turnover above £10m

e) consequential 
amendments – those 
required to existing tax 
legislation in order to 
implement the policies set 
out in Bringing business 
tax into the digital age.

The detail will be contained in 
yet-to-be issued regulations. 
Some of the proposed content 
and areas to be covered are 
detailed within the information 
issued by HMRC. It states that 
the primary legislation will 
be supplemented by draft 
regulations for implementation 
of the Bringing business 

tax into the digital age 
requirements and that the 
regulations will apply to 
persons and partnerships 
who fall within scope of draft 
Schedule A1 of TMA 1970.

The regulations will 
provide that these businesses 
(including sole traders 
and landlords) must use 
compatible software to meet 
the new requirements. The 
regulations will also allow 
HMRC commissioners ‘to 
set out details of compatible 
software in a published 
notice. This will enable the 
definition of software to be 
updated from time to time, 
for example, to keep up with 
changes in technology.’

It is also highlighted 
that the ‘regulations will 
provide details of businesses’ 
obligations to keep and 
preserve records digitally. 
Businesses (including sole 
traders and landlords) will 
need to keep digital records 
in software compatible 
with HMRC’s systems. The 
regulations will also set out the 
period for which the records 
must be preserved.’

Regulations will also 
be issued that set out the 
information, including 
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categories of income and 
expenditure, which will need to 
be kept and preserved digitally. 
For a non-property business, 
the following is an example of 
the required information:
Income

* turnover, takings, fees, 
sales or money earned

* any other business income.
Expenses

* cost of goods bought for 
resale or goods used

* construction industry – 
payments to subcontractors

* wages, salaries and other 
staff costs

* car, van and travel expenses

* rent, rates, power and 
insurance costs

* repairs and renewals of 
property and equipment

* phone, fax, stationery and 
other office costs

* advertising and business 
entertaining costs

* interest on bank and other 
charges

* bank, credit card and other 
financial charges

* irrecoverable debts 
written off

* accountancy, legal and 
other professional fees

* depreciation and loss/profit 
on sale of assets

* other business expenses

* goods and services for your 
own use

* income, receipts and other 
profits included in business 
income or expenses but not 
taxable as business profits

* disallowable element for 
each category.

HMRC says that ‘these 
categories may differ 
depending on whether or 
not a business (including 
a sole trader or landlord) 
operates on the cash basis 
and depending on whether 
it is a property business or a 
partnership. Businesses which 
are retailers may record their 
daily gross takings instead of 
recording every transaction. 
The regulations will set out 
the process by which retailers 
may elect for these different 
record-keeping requirements 
to apply and how and when 
that election may be brought 
to an end.’

Quarterly reporting remains 
unchanged from the original 
consultation; the ‘regulations 
will require businesses 
(including sole traders and 
landlords) to provide HMRC 
with periodic updates of 
specified information every 
three months. For most 
businesses there will be four 
updates for each relevant 
period.’ HMRC goes on 
to state that ‘Businesses 
(including sole traders and 
landlords) will also be required 
to provide corrected or 
updated information with their 
next update if the information 
submitted in a previous update 
has changed or is found by the 
business to be incorrect’. 

An additional report to 
HMRC will be required in 
many cases. HMRC states that 
the ‘regulations will impose 
an obligation on businesses 

(including sole 
traders and 
landlords) to 
provide an end-of-
period statement 
for a relevant 
period in order 
to finalise their 
taxable business 
profits or losses. 
The statement 
will need to be 
provided using 
compatible 
software by the 
earlier of:

* 10 months after the end 
of the period to which the 
statement relates, or

* the 31 January following 
the tax year in which the 
relevant period ends.’

The information issued by 
HMRC indicated that the 
following would be required 
as part of the end-of-period 
statement.
Tax adjustments and elections

* adjustment required where 
the basis period is not the 
same as the accounting 
period under section 203 
of the Income Tax (Trading 
and Other Income) Act 
(ITTOIA) 2005

* averaging adjustment 
applied to taxable profits 
where an election has been 
made for averaging under 
section 222 or 222A of 
ITTOIA 2005

* adjustment required as a 
result of a change in basis 
under chapter 17 of part 2 
of ITTOIA 2005

* total of any construction 
industry scheme deductions 
taken from payments 
made to subcontractors 
under section 61 of Finance 
Act 2004

* any other tax deducted 
from trading income 
(excluding deductions 
made by contractors on 
account of tax)

* sums due to be charged 
under sections 277 to 285 
of ITTOIA 2005

* adjustments required 
under chapter 7 of part 3 of 
ITTOIA 2005

* claims for loss relief under 
chapter 2 of part 4 of 
the Income Tax Act 2007 
(chapter 4 for property 
businesses)

* disallowable expenditure

* foreign tax deducted

* any other tax adjustment

* adjustment on change of 
basis

* foreign tax deducted.
Capital allowances – claims 
and balancing charges:

* annual investment 
allowance

* capital allowances at 18%

* capital allowances at 8%

* restricted capital 
allowances on cars costing 
more than £12,000 where 
bought before 6 April 2009

* business premises 
renovation allowance

* enhanced capital 
allowances: energy-saving 
relief

* enhanced capital 
allowances: environmentally 
beneficial relief

* enhanced capital 
allowances: electric charge-
points

* enhanced capital 
allowances: gas refuelling 
equipment

* allowances on sale or 
cessation of businesses use 
(where an asset has been 
disposed of for less than its 
tax written-down value)

* total capital allowances

* balancing charge on sale or 
cessation of business use 
(where business renovation 
allowance has been 
claimed)

* balancing charge on sales 
of other assets or on the 
cessation of business use 
(where an asset has been 
disposed of for less than its 
tax written-down value).

HMRC has revised the MTD 
impact assessment with the 
cost of MTDfB to each business 
being estimated at only £280 
in the years of transition with 
benefits to follow.

Please send your 
comments on HMRC’s 
responses to the consultations 
to advisory@accaglobal.com. 

The House of Lords 
Economic Affairs Committee 
Finance Bill Sub-Committee 
is receiving evidence and 
comment from ACCA 
and many other business 
organisations. ACCA is also 
continuing to support the 
Treasury Select Committee.

You can find further 
information, including the 
MTD responses and draft 
legislation, at accaglobal.
com/advisory. ■

The Finance Bill 
2017 will include 

the final versions 
of the draft 

primary legislation
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Reporting back
As auditors get up to speed with the IAASB’s revised ISA on audit 
reports, Martyn Jones and Carol Masters look at the UK experience

There have always been 
differences between audit 
reporting requirements in 
the UK and those applied 
by the profession in the 
rest of the world. The latest 
set of UK changes to the 
requirements, issued by the 
Financial Reporting Council 
(FRC) in its June 2013 
release of ISA 700 (UK and 
Ireland), The Independent 
Auditor’s Report on 
Financial Statements, only 
exacerbated the differences 
with the version of the 
standard issued by the 
International Auditing and 
Assurance Standards Board 
(IAASB). The FRC’s standard 
added three new areas: risks 
of material misstatement, 
materiality and the scope of 
the audit.

However, there will 
shortly be a period of 
greater harmonisation. Early 
in 2015 the IAASB issued 
its new auditor reporting 
standards, including ISA 701, 
Communicating Key Audit 
Matters in the Independent 
Auditor’s Report. ISA 701 
became effective for the audit 
of fi nancial statements for 
periods ending on or after 

the Financial Reporting 
Council issued ISA (UK) 700 
(revised June 2016), Forming 
an Opinion and Reporting 
on Financial Statements, and 
ISA (UK) 701, Communicating 
Key Audit Matters in the 
Independent Auditor’s 

Report. Both 
FRC standards 
are effective for 
audits of fi nancial 
statements for 
periods starting 
on or after 
17 June 2016.

There is 
considerable 
overlap between 
the global and 
UK versions, but 
a few differences 
remain. The IAASB 
defi nes key audit 

matters (KAMs) as ‘matters 
of most signifi cance in the 
audit for the current period’ 
and are selected from matters 
communicated with those 
charged with governance. 
The 2013 UK requirement 
was more specifi c, requiring 
auditors to report on their 
assessment of risks of material 
misstatement, how they 
applied materiality and an 
overview of the audit scope.

The FRC has undertaken 
two reviews of the extended 
auditor’s report since it came 
into effect – one in 2015 
and another in 2016. The 
fi ndings make for interesting 
reading. The 2015 review 
concluded that auditors were 

Perhaps the most 
controversial area 
in the longer-style 

audit reports is 
materiality, which 

has not been 
well understood 

by users

going beyond the 
changes required by 

the new ISA, with many 
examples of innovation. 
The 2016 review reported 
that the pace of innovation 
had slowed down but found 
that overall there had been 
a period of consolidation 
and improvement. 

Materiality controversy
Perhaps the most controversial 
area arising from the new 
longer-style audit reports 
has been that of materiality, 
which historically has proved 
not to be well understood by 
users. ISA (UK and Ireland) 700 
requires the auditors to explain 
how they applied the concept 
of materiality in both planning 
and performing the audit. 

Performance materiality 
is diffi cult to explain, and the 
2016 review identifi ed only 

15 December 
2016. And in June 2016 
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one audit fi rm as routinely 
attempting to explain and 
describe performance 
materiality. Many audit fi rms 
argue that performance 
materiality is a highly technical 
area and question the value 
of further disclosure; on the 
other hand, many investors 
have asked for enhanced 
materiality disclosures.

Detail on risk
One of the most prominent 
aspects of the new UK 
extended audit reports is 
granularity and the extent 
to which the audit report 
increasingly focuses on entity-
specifi c risks. The 2016 review 
identifi es a shift towards more 
detailed descriptions of risk, 
which, it reports, has been 
the area of ‘keenest interest’ 
for investors. 

Prior to the changes in 
the UK, the language of 
audit reports was highly 
standardised, with few entity-
specifi c disclosures. It was 
described, critically, by the 
FRC as ‘boilerplate reporting 
with a binary opinion’. In the 
area of risk reporting, there has 
been a signifi cant move away 
from generic and towards 
more tailored descriptions of 
the risk assessments made 
by the auditors. The FRC 
concludes that extended audit 
reports have become more 
relevant and insightful. 

The 2016 review also 
identifi es a strong alignment 
between the information 
contained in extended audit 
reports and that in audit 
committee reports. It suggests 
that there is much commonality 
between auditors and audit 
committees in risk reporting.

Order of disclosures
The 2013 version of ISA (UK 
and Ireland) 700 did not 
specify where the opinion 
paragraph should appear 
in the extended audit 
report, as it was thought 
that this would be 
too prescriptive 
and would stifl e 
innovation. The 
illustration in the 
ISA put it after the 
scope paragraph, but 
following on from the 
IAASB consultation it later 
recommended putting it 
the start of the audit report 
to make it more prominent. 
Auditors agreed: in the fi rst 
year of UK extended audit 
reporting, 61% of audit reports 
started with the opinion, and 
by 2016 this had increased 
to 95%. The new 2016 ISA 
(UK) 700 now mandates 
this positioning. 

Investor responses
The feedback from investors 
seems to be largely positive, 
although they have said that 
‘more could still be done to 
enhance auditor’s reports’. 
Overall, however, the fi ndings 
of the 2016 review identifi ed 
that good-quality audit 
reporting was continuing to 
develop and concluded that 
investors have welcomed 
extended auditor reporting 
and greatly value the enhanced 
information that it provides.

One disappointing aspect 
of the changes, the review 
fi nds, is auditors’ poor 
explanations for changes 
in approach, such as in the 
assessed risks reported from 
one year to the next. This 
could be because, before 
the current ISA (UK and 
Ireland) 700, audit reports 
did not require an analysis of 

changes over time, so 
auditors have been slow 

to include this in the new 
extended reports.

Overall, though, the 
changes brought about by the 
2013 UK and Ireland revised 
ISA 700 have added value to 
the audit process. ■

Martyn Jones is senior lecturer 
in accounting at Winchester 
University Business School. 
Carol Masters is principal 
teaching fellow in accounting 
at Southampton University 
Business School
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The view from
Sharon Austen FCCA, partner at PKF Francis Clark, who is 
keen to help her clients embrace the digital world

After leaving school I put aside some 
initial doubts about a career as an 
accountant and grasped an opportunity 
to join KPMG, where I started studying 
for my ACCA Qualifi cation. KPMG 
provided an excellent grounding, but 
I wanted to work with owner-managed 
businesses and moved to Francis Clark, 
now part of the PKF network.

The fi rm has provided numerous 
opportunities for growth and 
development. When I joined there were 
20 partners and today I am one of 60, 
whilst fees have increased fi vefold.

In those early days each team shared 
one computer. We did our workings 
manually on paper and inputted them into 
the single computer.

The demands and expectations of 
clients have evolved too. Clients used 
to want to hear about the numbers; today 
their accounting software does that. Our 
expertise lies in providing business advice, 
interpreting business information and 
communicating it to them effectively.

My clients range from construction fi rms 
to motor dealers. Their turnovers are 
between £1m and £40m. They are experts 
in running their businesses, but few have 
senior staff in fi nance, HR, etc.

I also advise clients in the healthcare 
sector. GP practices are going through 
fundamental changes. The government, 
through Clinical Commissioning Groups, 
wants to work with larger organisations 
rather than the traditional smaller GP 
practices. We provide advice to GPs on 
working together, assessing contracts and 
identifying the right structure for them.

Prior to the referendum it was 
fascinating to discuss Brexit issues with 
clients. Those whose votes were at odds 
with what they saw as the correct decision 
for their business were particularly 
interesting. We are seeing a lot of 
uncertainty, especially around the sterling 
exchange rate.

Here in the South West (Torbay and 
Exeter) transport links and broadband 
are key issues. Some clients have found 
good broadband connections, yet for 
others it impacts their ability to move to 
cloud accounting.

The cloud is closely linked to the 
other major issue our clients face – 
embracing digital tax. Some clients still 
use spreadsheets. As a fi rm we need to 
get all of our clients on to something that 
is compatible with Making Tax Digital. The 
government’s timetable for this initiative 
means a phenomenal amount of work 
for us in terms of client education. We 
can already see the move to common 
quarterly reporting deadlines leading to 
some pinch and pressure points. ■

Some clients still 
use spreadsheets. 

As a firm we 
need to get all of 
our clients on to 

something that is 
compatible with 

Making Tax Digital

Snapshot: insolvency

The insolvency sector, which is 
focused on helping businesses and 
individuals facing fi nancial distress, 
has been undergoing considerable 
change in recent years, but it 
remains a challenging and fulfi lling 
career option. 

Firms will either instigate 
formal insolvency procedures or 
increasingly try to avoid this by 
using advisory techniques aimed at 
achieving consensual solutions with 
stakeholders. In either scenario, the 
ultimate aim is to preserve as much 
value as possible for creditors. 
Managing the expectations of 
business owners, the individual 
debtor and creditors is a key part of 
the insolvency professional’s role.

The sector is heavily regulated 
and requires exceptionally high 
standards of compliance. It is 
often high profi le because of the 
sensitivity of dealing with failing 
businesses, threatened jobs and 
potential losses for creditors.

Thinking outside the box can 
be productive for insolvency fi rms. 
They are dealing with unusual and 
dynamic situations, where a creative 
approach can lead to surprisingly 
good outcomes. Because of the 
emotions involved, people skills 
are as important as technical 
knowledge. Equally vital is the 
ability to tolerate the stress created 
by the urgency of most business-
rescue assignments and the 
aggression they can generate.

 
Nick Hood, business risk adviser, 
Opus Business Services
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A juicier model
Small practitioners may be fearful of what the future holds in a changing market, but 
segmentation is key to a successful business model, as Keith Underwood explains 

A presentation by a consultant in 1986 
identified the following key issues for 
small firms, some of which might sound 
familiar: increased IT, training and 
retaining staff, additional services that 
can be developed for sale to clients, 
increasing regulation, client acquisition, 
and succession.

Many of these challenges continue to 
be just as relevant to small practices today. 
But while the issues are the bedrock for 
the business plan of an accountancy firm, 
the profession has now entered a period 
of significant change, which may well affect 
the list of key issues outlined in any similar 
presentation in five years’ time. 

Although small firms are facing a set 
of challenges that might seem to be the 
straw that breaks the camel’s back, there 
are opportunities that can be exploited by 
firms adopting new methods and models 
and a flexible approach.  

Small firms are normally defined 
as those with between one and three 
partners, with annual fees up to £2m. In 
previous articles, we have looked at larger 
firms and their challenges, but small firms 
with fees under £2m are going to face 
increasing regulation, and will need to 
change the services they offer clients, be 
flexible with their internal structures, and 
commit to IT investment.

The future for these firms is dynamic. 
If you look across the UK at the various 
components of business models, you will 

find a whole range of practices that can 
maintain or improve their profitability 
albeit by changing their business 
model. Some of those components are:

* geography

* number of partners

* partner aspirations

* source of clients and the pipeline

* lifestyle ethos of the firm

* advisory and volume-based service lines.
All accounting and professional 
service businesses are fundamentally 
about clients and skillsets. As a result, 
combinations of the six components 
listed above will provide opportunities 
for aspiring small firm owners. To 
demonstrate this, let’s first consider the 
following small firm models.

Small firms: model 1
This small firm is a sole practitioner 
that has no senior qualified second-tier 
staff, but employs individuals with tax 
qualifications and good-quality accounts 
preparation skills, who carry out mainly 
compliance work for loyal clients. It 
has fees of £300,000–£400,000, mostly 
recurring, and limited call for advisory 
work. The practice is likely to be located 
in a market town or outside the main UK 
conurbations. The partner is inevitably 
undertaking a significant share of the 
compliance work. The charge-out rates for 
partner time are likely to be between £100 
and £150 an hour, and the practitioner 
is full-time – ie, generating 1,000 hours 
or more of chargeable time per year. 
There may also be a lifestyle issue, in 
that EBITDA (earnings before interest, 
tax, depreciation and amortisation) is 
around £60,000 (15%–25% of fees) after a 
notional charge of, say, £100,000 for the 
principal’s time. In the right environment, 
this model could provide a reasonable 
living and offer a strongly lifestyled profile 
to the firm, although there would be no 
investment in succession on exit. 

Small firms: model 2
This small firm is a boutique tax practice 
owned by one party (sole practitioner) 

with three or four qualified staff and a 
pipeline of tax planning clients. Let’s 
assume the practice has annual fees of 
£700,000–£800,000, with charge-outs of 
over £200 an hour. This business model 
could generate significant profits for the 
equity owner. It is a strongly advisory 
business and after applying a notional 
charge for the proprietor’s time a super 
profit EBITDA of perhaps 35%–40% of 
fees could be expected. 

Implications
The following conclusions can be drawn 
from the first firm model described above: 

* The business is exposed to serious 
competition from IT-based providers 
of management accounts, payroll and 
homogenous client services.

* The age profile of clients is usually 
similar to the age profile of the equity 
owner. Although that may be seen as 
a negative, it also provides a strong 
loyalty factor. 

* The ability to attract larger family-
owned SME clients is very limited. 
Unless there is a good website and a 
robust marketing plan, targeting the 
startups of younger clients is unlikely 
to bring in much new business. 

* It is typical of a considerable number 
of practices throughout the UK. 

The second model is an example of a 
specialist practice – rarely adopted by 
sole practitioners. Individual practitioners 
can exploit the considerable variations 
and models between the two extremes.

Market forces
There is a continuing contraction in the 
number of sole practitioner firms adopting 
the second model described earlier. Too 
few individuals are coming into this 
environment to replace those retiring. 
Therefore most deals are not done on 
a one-to-one basis, but on an upward 
consolidation basis with a larger firm.

Being a sole practitioner just isn’t 
attractive enough for those considering 
a career in accountancy. Although there 
are examples where it works, increased 

Small firms will 
need to change 

the services they 
offer, be flexible 

with their internal 
structures, and 

commit to IT 
investment
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compliance takes time away from client 
work, investment in IT is becoming costly, 
ever more time is needed to integrate 
new IT systems, and training staff and 
optimising workflow is becoming harder 
as IT investment requires scale. In 
addition, second-tier technical staff are 
becoming administrators of a process 
rather than applying their skill and 
knowledge to client service. These roles 
lend themselves better, to a certain 
extent, to younger tech-savvy individuals.

Many firms face the prospect of seeing 
their commercial clients within a few years 
being capable of producing quarterly 
accounts themselves in the cloud or 
with in-house systems – just as larger 
clients with accounting departments and 
financial controller or FD functions do. It 
is a potential outcome of a major change 
in reporting predicated on digital tax and 
the requirements of HMRC.

Small firms with two or three 
partners similarly reflect the range of 
opportunity and challenges faced by a 
sole practitioner. In such a firm it is often 
difficult to maintain clear objectives over 

a longer period of time. Many such firms 
have never become integrated single-
brand operations but have remained as 
two or three sole practitioners working 
together under the same identity but with 
clearly defined roles and client portfolios.

The level of £1.5m–£2m of annual fees 
is often seen as the hurdle above which 
firms should start looking at specialisation, 
single brand and succession. Many firms 
with just two or three partners do not have 
a succession regime in place because they 
operate in individual partner silos; as a 
consequence, they can exit only through a 
sale to a larger practice.  

Towards a viable model
Where the future looks strong for two/
three-partner firms is for those with 
strong, viable operations that can present 
high levels of personal satisfaction by 
concentrating partner services on the top 
quartile of advisory work and ensuring 
that qualified second-tier staff take care of 
compliance support and some advisory.  

This model should be more widely 
promoted. There is still a good living 

to be made out of a two/three-partner 
firm, particularly those that develop a 
distinctive service line or specialisation, 
are valued by clients, and encourage and 
recognise success within the practice, 
motivating staff and partners to meet 
transparent and commonly held goals.  

Unfortunately, these models often 
fall apart as the personal situations and 
objectives of the individual owners/
partners change and move away from what 
was originally agreed, perhaps only five 
or 10 years before. However, a successful 
business should be able to leap over the 
£2m hurdle and grow to an integrated firm 
at the £3m–£5m fee level. It is a healthy 
practice that chooses to grow annually and 
develop new clients while being able to 
retain a partner-client relationship style.

Those without the ambition to grow, 
develop and change may seek to keep 
the status quo, but this is going to be 
increasingly difficult to maintain due to 
the challenges of the marketplace. ■

Keith Underwood is managing director of 
Foulger Underwood Associates
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The view from
Yusuf Erol ACCA, head of finance at the London Borough 
of Hackney, ACCA panel member and hammer thrower

I lead the fi nance function of a large 
local authority division, managing a 
team of professional accountants.  I 
am responsible for compliance with 
accounting standards, budget setting, 
business fi nance partnering, internal 
controls and audit.

My days are fi lled with providing 
information. It sounds simple, but 
it can be incredibly diffi cult to pitch 
management information at the right level 
to support and enable the best decisions 
to be made. You need to consider 
whether or not you have mobilised the 
right skills and experience to forecast 
future trends in the most accurate 
way. Also, are you measuring the right 
indicators? Are you managing customer 
expectations and requirements? Have 

you considered what you can and should 
provide as a senior fi nance professional? 

My organisation is operating in a 
challenging environment, with policy 
changes, funding changes and further 
uncertainty. This is in addition to the 
service delivery and fi nancial challenges 
that already existed in local authorities. 
The main challenge for senior fi nance 
professionals has become facilitating 
the allocation of resources. The key 
questions to address are how to deploy 
the resources available in a way that 
maximises the achievement of your 
organisation’s objectives, and how to 
make sure you’re neither too optimistic 
nor too pessimistic with your forecasts.

Business strategy is what I enjoy most. 
I believe senior fi nance professionals 
add most value when they use their skills 
to be pivotal in an organisation’s future 
planning. The ACCA Qualifi cation equips 
you with all the technical tools you need 
to provide predictive insight, business 
strategy support and modelling support in 
an organisation.

My advice to others would be to 
recognise that accountants can add 
real value only when they understand 
the business in which they work. 
Really know what your organisation 
does, what its priorities are, and what its 
strengths and weaknesses are. Could you 
have a non-fi nance conversation about 
your organisation?

Outside of work, I am an ACCA panel 
member. I’m passionate about the value 
of the ACCA Qualifi cation. I try to be 
as active as possible in helping ACCA 
grow. In the 1990s, I was a young athlete 
– I threw the hammer, was captain of 
Croydon Harriers men’s athletics junior 
team, and in 1995 won a silver medal 
at the national young athletes’ fi nal 
in Birmingham. I still enjoy throwing, 
although don’t manage to get to do it as 
often as I would like. I also spend time 
with my family, read and travel. ■

Could you have 
a non-finance 
conversation 

about your 
organisation?

Snapshot: CCGs

Clinical commissioning groups 
have become central to the 
functioning of the NHS in England. 
The 209 CCGs comprise GPs and 
other clinicians with support from 
various experts (for example, on 
fi nance and governance) to bring 
together the planning, approval 
and monitoring of NHS services in 
their areas. They prioritise services 
to refl ect local needs. 

Like other parts of the NHS, 
CCGs are struggling with fi nancial 
pressures. The National Audit 
Offi ce reported last year that 32 
CCGs had cumulative defi cits in 
2015/16, up from 19 in 2014/15. 

Edward Vitalis FCCA, a non-
executive director of Salford CCG, 
explains: ‘The fi nance professional 
has to be the number two to the 
chief executive at a CCG. In the 
majority of CCGs, the fi nance 
professional is pivotal with the 
diffi culties the NHS is going 
through. In many cases, FDs go on 
to become chief executives.

‘As a non-executive I fi nd that 
we often have to pull ourselves 
away from fi nance to make 
decisions about public health, but 
everything is inextricably linked to 
the fi nance of the organisation. My 
role as chair of the audit committee 
focuses on governance and fi nance 
and the provision of challenge and 
scrutiny, not just a sign-off on the 
statutory accounts. With decent 
fi nance professionals [in-house], it is 
the governance side I major on. We 
focus on clinical governance, which 
is what will take us forward.’
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Risk in the mix
With austerity-driven change redrawing the risk map, poor organisation and indifference 
must be eliminated from your risk management response, says Jo Williams FCCA

Risk management is a key element 
of corporate governance in public 
sector organisations, in terms of 
their structures, processes, corporate 
values, culture and behaviour. It is 
a cornerstone of an organisation’s 
architecture for strategic and 
operational success and needs to fit 
well as a management process within 
the governance framework. 

A typical risk management process 
in a public sector organisation involves 
the following:

* identifying future events or 
occurrences that threaten success  

* rating the level of risk in terms of 
likelihood and extent of impact  

* considering whether to tolerate, treat, 
transfer or terminate a risk

* reviewing mechanisms for ensuring 
risk management decisions are up 
to date and robust, and stand up to 
stakeholder scrutiny 

* reporting process updates to 
management and others charged with 
governance.

A cascade of organisational objectives is 
typically set for directorate/departmental 
levels. Risks might be subdivided into 
categories such as financial, compliance, 
operational, environmental, reputational, 
technological and political. Best practice 
models have risk management as a 
standard agenda item at operational, 
departmental and directorate meetings, 
and include regular peer challenge.

that the higher the risk, the higher the 
reward – usually in the form of profits. But 
in the public sector this trade-off doesn’t 
necessarily apply. 

Public sector strategic objectives are 
different – for example, councils typically 
have to balance their duties of citizen 
protection, well-being and prosperity 
with the imperative to deliver services 
very differently. Citizens are taxpayers and 
public bodies have legal obligations for 
many services, adding further complexity 
to the risk management balancing act in 
the public sector. Decisions about existing 
risks (whether to ignore, address, move 
or remove them) and taking on new risks 
have to be made in a complicated and 
changing context. All the more reason 
then for a robust management process to 
underpin them. 

There are a number of obstacles to 
effective risk management. They include 
the following: 

* a lack of integration, where risk 
management is applied as an add-on 
rather than being integrated with other 
management processes, or where 
there is a ‘silo’ rather than a strategic 
approach at the departmental level

* a lack of systematic approach, often 
arising from an incorrect belief that 
risk management is automatically 
embedded in day-to-day decisions; an 
absence of clear reporting to senior 
management and the audit committee 
tends to accompany this weakness

Risk is a matter of 
perception, and 

it is important to 
have consensus 
over the relative 

significance of 
risks across the 

the organisation

The role of the finance professional 

The public sector finance professional should be an active player in the 
organisation’s risk management process. Accountants’ presence in multiple roles 
across the sector offers extensive opportunities to achieve this:

* The FD leads the financial strategy for the organisation with comprehensive 
coverage of all significant risks that might impact its implementation.

* The finance business partner works with services to ensure risk management is 
expressly embedded in their approach.

* Internal audit professionals take a risk-based approach both in their reviews 
and in auditing the risk management process for effectiveness.

* The accountant leads and supports risk management thinking and culture in 
service and corporate departments across the organisation. 

The process is often coordinated by 
a dedicated risk management team that 
reports to the executive. Corporate, 
directorate and departmental risk 
registers capture relevant risks at each 
organisational tier and are used to 
regularly monitor the completion of 
planned mitigating actions and to decide 
whether the risk should be escalated to 
the corporate register as strategically 
significant. The executive management 
team typically reviews the corporate 
register, and regular updates are provided 
to the organisation’s audit committee. 

Risk is a matter of perception. Risk 
appetite ranges from ‘risk averse’ at one 
end of the spectrum to ‘risk seeking’  
at the other, with ‘risk aware’ and 
‘accepting a calculated risk’ somewhere  
in between. The significance or nature  
of a risk can change, so it requires further 
continual management.

It is therefore important to have 
consensus over the relative significance 
of risks across the different levels of 
the organisation. Cross-departmental 
communication and challenge, risk 
register clarity and consistency, 
and individual responsibility for risk 
management are all key. 

Finding a balance 
Risk management in the public sector 
presents some significant differences 
from its private sector counterpart. In 
the private sector, it is generally true 
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* a misunderstanding of risk 
management, its purpose and 
relevance for the organisation, with 
some regarding it as just a compliance 
exercise; poor connectivity over risk 
between the top and bottom levels of 
an organisation is a further issue

* an abdication of responsibility, which 
often arises from individuals’ lack of 
interest in or awareness of risk; this 
can arise from poorly written job 
descriptions and a weak or absent risk 
management process.

The big trigger
Change is a major trigger of risk, and the 
public sector is undergoing a lengthy era 
of major change, with austerity one of the 
biggest drivers. Transformative change 
strategies are under way, with new models 
for delivering services across functional 
and political boundaries, unparalleled 
community engagement, and demand 
management through early intervention. 
In short, the new focus is on the cause 
not consequence of citizens’ needs and a 
more proactive modus operandi.

The risk map for the individual public 
sector organisation has also changed, 
with new and possibly less manageable 
risks emerging. Partnerships are now 
formed between organisations with quite 
different governance structures and risk 
profiles, which cannot be ignored when 
joint decisions are taken. It is therefore 
important to agree early on how the 
parties should share the risks of these new 
service delivery strategies. 

Public sector approaches to risk 
management have become more 
sophisticated. It is now normal to define 
early on and review the organisation’s 
appetite for risk, and consider the upside 
or opportunity associated with each risk. ■ 

Jo Williams FCCA is a member of 
ACCA UK’s public sector panel

Success factors

To be effective, risk management in the public sector must:

* fit well with and support other corporate management processes 

* be an express part of operational management and support cross-
organisational links 

* be understood, thought about and contributed to by all in the organisation in 
a ‘think first, think risk’ culture

* be based on a clear, systematic process where individuals are held to account 

* be fit for purpose in ensuring effective change governance.

For more information:

To find out more about the work of 
the ACCA UK public sector panel, 

see bit.ly/ACCA-public-sector
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Gender agenda
It’s been nearly 50 years since the government introduced the Equal Pay Act, so why  
is it still lagging behind the private sector in addressing gender pay equality?

Public bodies have often led the private 
sector when it comes to progressive 
employment practices. But it is 
different with gender pay reporting – 
the government demanded that others 
got their houses in order first. Gender 
pay gap reporting was introduced 
for large private and voluntary sector 
organisations in Great Britain in 
October last year.

The move has been widely welcomed. 
‘This is an important milestone on the 
journey towards greater gender parity 
at all levels within large UK businesses,’ 
says Emma Codd, managing partner 
for talent at Deloitte UK. ‘Being able to 
access information about the gender pay 
gap will enable people to make better-
informed decisions about potential future 
employers, and will also allow companies 
to consider gender pay data when 
selecting suppliers and partners.’

Codd adds that without more effective 
action to tackle gender pay disparity, pay 
equality will not be reached until 2069.

The government has accepted that 
‘it is only fair in that what we ask of 
business we should expect of ourselves’, 
as minister for women and equalities (and 
secretary of state for education) Justine 
Greening explained at the end of last year. 
Under new proposals, large public bodies 
will have to begin recording gender pay 
information in April this year and publish 
the data before April next year.

‘It is another positive step in improving 
diversity, and specifically the gender pay 
gap, that the government is widening out 
the remit of the gender pay regulations to 

include the public sector,’ comments PwC 
partner Ed Stacey. ‘While the pay gap in 
the private sector remains ahead of that in 
the public, there is still significant room for 
improvement across both. The publication 
of pay gaps will be a good means to help 
address that challenge.

‘At PwC, publishing our gender pay 
gap has allowed us to understand the 
reasons for the gap and hold ourselves 
accountable to make changes. For 
example, we know that a sizeable part 
of our pay gap is a result of having 
fewer women in senior positions, so this 
is an area where we continue to focus 
our efforts. We’re also challenging our 
recruitment processes, making more 
senior jobs available as flexible or part-
time and have introduced a return-to-
work programme.

‘In our experience there is no silver 
bullet and the gender pay gap is just one 
data point that organisations should be 

tracking as part of their overall efforts to 
create a workplace that works for all.’

The move towards pay gap reporting 
has been strongly endorsed by the 
public sector trade unions – although 
they are calling for it to be supported 
by additional actions. The union Unison 
represents workers in local government 
and the NHS. Its national women’s 
officer Sharon Greene says: ‘Unfair 
treatment of women over pay is still a 
major source of inequality in the UK. The 
government’s proposals will go some 
way to highlighting this discrimination in 
the public sector, but monitoring alone 
won’t solve the problem. What’s needed 
is greater access to childcare and more 
high-quality part-time jobs to ensure 
women earn the same as men.’

Civil service support
A spokesman for the civil service Public 
and Commercial Services Union adds: ‘We 
support any effort to close the gender 
pay gap. One way to tackle it in the civil 
service would be to restore national 
negotiations on pay, instead of relying 
on more than 200 sets of talks across 
government departments and agencies, 
which is wasteful, time-consuming and 
causes massive inequalities.’

Su Maddock is visiting professor at 
the University of the West of England 
and a former director of the Whitehall 
Innovation Hub, who has taken a close 
interest in gender equality over many 
years. She argues that gender pay reform 
is taking too long. ‘Pay inequality is lower 
in the public than the private sector, at 
18.5% and 25.3% respectively,’ she says. 
‘The culture is clearly changing across 
employment sectors, with the gender pay 
gap as a whole falling – but very slowly.’

Maddock points out that despite 
the introduction of the Equal Pay Act 
47 years ago, women still earn less than 
men, especially for jobs where women 
dominate the workforce, such as in child 
care, social care, etc. The gender pay gap 
is now 13.9% across the UK. The situation 
is much worse at either end of the pay 
spectrum. At the top, only 5% of FTSE 

‘The proposals 
will go some way 

to highlighting 
discrimination in 
the public sector, 

but monitoring 
alone won’t solve 

the problem’

Public difference

The government’s consultation on gender pay gap reporting includes proposals 
to introduce gender pay reporting in large public bodies – those employing 
more than 250 people – in England. This is different from the private sector 
requirement, which applies to England, Scotland and Wales.

Consideration was given to making the obligation apply to small public 
bodies, but it was decided that this would be too onerous. Pay reporting will 
cover basic pay, plus bonuses, but not overtime. The reports will have to be made 
publicly available on an organisation’s website.
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100 CEOs are women. By contrast at the 
bottom-end, 60% of low-paid workers are 
women. As the economy becomes more 
and more fragmented, the gap between 
the low paid and wealthy increases, 
disproportionately affecting women.

Why have we been so poor at valuing 
women at work? Maddock again: ‘Gender 
audits have tended to ignore the influence 
of male work cultures, which influence 
management’s decisions about job 
criteria, pay and performance assessment 
– all of which are dependent on value 

judgments about who is worth more. Age-
old gender stereotypes demote women’s 
contributions to and at work.

The Equal Pay Act was supposed to 
remedy this. However, says Maddock, 
‘while some individual employers may 
pay individual women managers more, 
the cost of paying a group of women 
workers more really impacts on budgets 
as many local authorities have found after 
regrading cases. The gender pay gap 
demands a political debate and reframing 
of economic value.

‘As the low-wage economy takes root 
as the UK’s economic model after Brexit, 
the economy will become even more 
dependent on wealth creation, smart 
technologies and financial innovation, 
where manufacturing becomes a specialist 
activity and jobs move from manufacturing 
to warehousing and robots. The political 
voice for revaluing human skills, human 
care and social capacities could move 
closer to centre-stage than anticipated.’ ■

Paul Gosling, journalist
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CV

Home advantage
Siobhan Pandya FCCA has switched course from oil giant Shell to skincare and cosmetics 
company Mary Kay, but remains driven by a work ethic she attributes to her mother

Few vehicles are as 
recognisable on US roads 
as the Mary Kay pink 
Cadillac. Drive one of those 
and it shouts your success 
at the skincare and cosmetics 
company. It is also very much 
a symbol of a successful 
enterprise founded by a 
woman, for women.

Now one of the key people 
responsible for steering the 
future success of Mary Kay 
is Siobhan Pandya. In April 
2016 she joined the private, 
family-owned, direct sales 
company – US$4bn turnover 
in 35 countries – as director 
of continuous improvement 
and lean, making the switch 
from the oil sector, having 
worked all her career until then 
for multinational Shell. And 
yes, to some extent she has 
noticed more women in senior 
positions since changing job.  

‘It definitely depends on 
the sector you are in,’ Pandya 
says. ‘Historically, many of the 
leadership roles in Shell were 
held by males; however, in my 
last few years, I noticed a shift 
towards greater diversity and 
inclusiveness. I did not feel 
any discrimination as a woman 
at Shell. In fact, I was always 

encouraged by my managers 
to strive for leadership 
positions. Now at Mary Kay, 
I am excited to see so many 
strong female role models in 
leadership positions.’

Whatever the male/female 
balance at a senior level, 
Pandya is keen to emphasise 
the strengths of the individual 
rather than their gender. She 
describes herself as ‘lucky’ 
in terms of the roles she has 
had, but her managers have 
always noted her work ethic, 
something she suggests has 
helped her career. 

‘It is about working as 
hard as possible and building 
strong relationships with every 
level of the organisation. 
When I make a commitment, 
I meet the required level 
and, most times, strive to 
exceed it. That is now what 
is expected of me and I am 
respected for that.’

Her mother’s daughter
Pandya links this desire to 
achieve to her personal life. 
Her father died when she was 
18 months old, and she and 
her brother were brought up 
in Glasgow in the UK by her 
mother. ‘My work ethic comes 

from the desire 
and the motivation 
to be successful 
for her, to repay 
all she has done 
for us. I want her 
to be proud and 
to realise that 
what she gave 
up for her kids 
was a worthwhile 
sacrifice.’

Despite all the 
people Pandya has 
worked with and 
met over the years, 

‘My work ethic 
comes from the 

desire and the 
motivation to be 

successful for [my 
mother]… I want 
her to be proud’

Mary Kay
2016
Director of continuous improvement 
and lean 

Shell
2011–16 
Senior continuous improvement practitioner (Dallas)

2007–11 
Aviation business compliance manager, Americas (Dallas)

2004–07
Financial accountant, compliance and assurance manager, 
aviation (London)

2003–04
Special projects, corporate finance (Manchester)

1999–2003
Continuous improvement project co-ordinator
Order to cash team member (Glasgow)

On leadership for ACCA

When Pandya joined Shell’s newly opened Glasgow 
shared service centre it employed 300-400 people, many 
of them undertaking the ACCA Qualification. She noticed 
that those studying lacked support – ‘for instance, specific 
internal training courses or clear guidelines on gaining the 
right work experience to combine with the exam work’. 
Working with ACCA, she helped create a link between the 
general ACCA guidelines and how that worked specifically 
within Shell. The thinking behind this created a template 
that Shell and ACCA used across their organisations.

The ACCA Qualification was attractive to Pandya 
because of its global nature. Now that she is at Mary Kay, 
she is talking to ACCA about closer involvement in the 
direct-selling industry. ‘I can marry up all my worlds.’

When she moved to Texas, she sought out ACCA 
in Dallas, becoming the chapter head in 2007. She is 
now chair of ACCA USA, responsible for supporting 
approximately 4,000 US students and members. She works 
with the office in New York on strategy, and on US-specific 
ACCA challenges. ‘My biggest role is to show my passion 
and advocacy, and to create that in others.’
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her mother remains her top 
role model. ‘She taught me 
that with inner strength and 
a focus on the goal, you can 
achieve whatever you want.’ 
This extends to her two sons. 
‘What my two sons settle 
down to do is up to them, 
but at their core they need to 
have a good education, work 
hard and be good human 
beings.’ 

The work ethic instilled 
in her by her mother has 
allowed Pandya to achieve a 
successful work/life balance. 
‘The way I delivered meant 
I created the required 
confidence in my leaders.’ 
This meant that when she 
moved from the UK to Texas 
with Shell, she was able to 
be home-based in Dallas as 
opposed to Houston, the 
US headquarters of Shell, 
and still succeed in her 
work responsibilities.

Connections
For Pandya, leadership is 
about understanding the 
strategic priorities of the 
organisation and connecting 
those to every level, so 
that each employee knows 
the value they bring to the 
strategy and to the customer. 

Pandya sees two distinct 
elements to any job: the 
core discipline (in her case, 
continuous improvement) 
and a broader spectrum of 
thinking and experience. 

That second element, 
for her, has included greater 
involvement with ACCA, as 
well as becoming immersed in 
other areas of her work. She 
says: ‘My advice to women 
is not to limit themselves to 
the role that they are in. It 
is essential to try and think 
outside the box.’

Her stepping stone to her 
current role was joining Shell’s 
continuous improvement 
team, which examined the 
various parts of the business 
– aviation, commercial fuels, 
marine, bitumen – and looked 
at ways to increase revenue, 

reduce costs and/or improve 
working capital while instilling 
a culture of aiming to do 
things better every day.

Founder’s frustration
Based on this experience, 
Pandya joined Mary Kay. 
The company was created 
because of the eponymous 
founder’s frustration at being 
passed over for promotion in 
favour of men. 

The women who sell the 
skincare and cosmetics choose 

their own schedules and 
targets, giving them flexibility 
and control. Pandya’s strategic 
role in the company is to bring 
in a continuous improvement 
culture. ‘What does a good 
day look like and how can [our 
people] do better?’ 

Her finance experience 
gives her leverage 
across both finance and 
manufacturing: ‘My leader 
is always saying, “With 
your finance hat on, what 
do you think of…?”’ 

More importantly for her, 
she is in a company that 
is able to reach millions of 
women worldwide. 

‘As a woman, what 
more could I ask?’ she says. 
‘It is helping me teach my 
two children the importance 
of being a successful woman, 
and of helping other women.

‘As you climb up the 
ladder, bring other women 
with you.’ ■

Peter Williams, journalist
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Upcoming events
With nearly 40 networks across the UK, you’re never far from an ACCA event – whether 
it’s on fi nding out about NEDs or following in the footsteps of global celebrities

England

Budget breakfast 
10 March, Preston, free
The Institute for Fiscal 
Studies has warned that 
chancellor of the exchequer 
Philip Hammond is facing a 
£25bn hole in public fi nances 
following the Brexit vote. 
Should he increase spending 
or cut taxes to boost the 
economy? And what new fi scal 
targets should he announce? 
In partnership with RSM, 
we will review the measures 
announced and help you 
interpret what these mean.

Why it pays to be a NED
16 March, London, £25
Thinking about becoming 
a non-executive director 
(NED)? This event looks at 

the duties and liabilities, 
describes how to go about 
getting that all-important fi rst 
role, and provides advice on 
how to present your skills and 
experience. Keynote speaker 
Turid Elisabeth Solvang will 
share her experience of 
becoming a NED in Norway 
(see also page 18).

Public trust in tax
27 March, London, fee TBC
Join ACCA and the 
International Federation of 
Accountants as we share 
the fi ndings of a new study 
assessing taxpayers’ views 
on tax avoidance and 
international tax policy across 
the G20 – from multinational 
tax, tax competitiveness and 
cooperation to fairness and 
trust. For more information 

email #developmentteam@
accaglobal.com.

Scotland

SSE Hydro tour
14 March, Glasgow, £12.50
Follow in the footsteps of 
Beyoncé, Kevin Bridges and 
BBC One Scotland’s Still 
Game by going behind the 
scenes at the iconic indoor 
arena, the SSE Hydro. Find out 
what really happens when the 
superstars come to Glasgow!

Wales

Tax double bill
26 April, Ewloe/Cardiff, free
Many taxpayers have 
made the decision to invest 
in buy-to-let property without 
fully understanding the 
tax implications. This course 
will consider the various 
ways of owning property, 
converting from direct to 
corporate ownership, and 
the recent changes to how 
the taxable profi ts are to be 
calculated. There are also 
a number of tax-planning 
issues that the ‘ordinary’ client 
needs to consider, including 
the new IHT nil band, CGT 
rates and allowances, 
and the availability of 
entrepreneurs’ relief.

Professional courses

VAT update and 
problem areas
22 March, Norwich, £219
It is all too easy to get VAT 
wrong, as it works according 

to its own rules – which are 
quite different from other 
taxes. Learn about the 
main changes to VAT over the 
past year and discuss the 
areas that give rise to the 
costliest misunderstandings.

Spring update for 
accountants
23-25 March, The Belfry, 
West Midlands, £1,689
Our fl exible programme 
allows you to update 
your professional skills, 
gain access to expert 
speakers and network with 
like-minded individuals 
– all while fulfi lling your 
annual requirement of 
21 CPD units. Choose 
the most relevant 11 out 
of 29 sessions – mix and 
match between business 
and fi nance, taxation 
and law and professional 
development – to gain 
maximum benefi t from the 
conference programme.

Guide to practical 
audit compliance 
23-24 May, London, £445
This two-day workshop helps 
partners and managers 
prepare their practices for 
ACCA audit monitoring 
visits. The most common 
causes of unsatisfactory visit 
outcomes will be discussed 
during the workshop. 
Participants will learn how 
to undertake audits and to 
record audit work according 
to auditing standards and 
in order to meet monitoring 
visit requirements. ■

For more information:

Use our CPD Resource Finder to search by postcode for 
events: bit.ly/ACCA-CPD1

Ask an expert: Simon Capper, FD, 
Leicester City Football Club
16 March, Leicester, £15
Leicester City achieved the impossible last year by 
beating the Premiership giants to win the league. 
This has fuelled the dreams of Championship League 
football teams this season to compete against the 
best teams in the world and inspired others to aim 
high. What impact has this had on the fi nance function 
and how have its priorities changed? The club’s FD will 
answer your burning questions. 
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Celebrate the role of 
women in business with 
three special events 
that ACCA is hosting on 
International Women’s Day 
on 8 March. 

Sparkling 
afternoon tea
8 March, Sketty Hall, 
Swansea, £20
Join us on International 
Women’s Day when we meet 
Tori James who, at the age 
of 25 in 2007, became the 
youngest British woman – 
and the fi rst Welsh woman 
– to climb to the summit 
of Mount Everest. James is 
a multitalented individual 
with a passion for extreme 
adventure in sub-zero 
temperatures. She grew up 

International Women’s Day

▲ Hitting the heights
Left: Tori James became the youngest British woman – and 
the first Welsh woman – to reach the top of Everest in 2007
Right: Mollie Hughes trained for 18 months before she 
reached the summit of Mount Everest in 2012
Inset: Alison Rose, chief executive of RBS commercial and 
private banking

on a farm in Pembrokeshire 
where she claims to have 
gathered much of her 
toughness for venturing outside 
in all weather. She will highlight 
what skills were required to 
reach the top. The event will 
conclude with afternoon tea.

What does it take 
to reach the top of 
the world?
8 March, Edinburgh, free
Do you think your work 
environment is challenging? 
In May 2012 Mollie Hughes 
became one of the youngest 
British climbers to reach the 
summit of Mount Everest, aged 
21. After 18 months’ training, 
two months of living and 
climbing in the harsh mountain 
environment and 18 hours spent 

surviving in the oxygen-starved 
world above 8,000m, Hughes 
completed her challenge. She 
now has a very exciting and 
motivational story to share.

A celebration of women 
in finance
8 March, The Shard, 
London, £40
ACCA in association with Duff 
& Phelps invites you to join 
Alison Rose, chief executive of 
RBS commercial and private 
banking. Rose will share her 

expertise on how women 
can aspire to carve out a 
successful career in the 
world of fi nance. Covering 
key issues including gender 
equality in the workplace, 
diversity and returning to 
work after a career/maternity 
break, she will address how 
easy it is to break through 
the glass ceiling. There 
will be a Q&A session with 
networking, drinks and 
canapés on the 14th fl oor of 
The Shard.
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Royal visit
The Princess Royal opened ACCA’s new global operational centre in Glasgow, with its 
round-the-clock customer contact centre and technology and exam delivery expertise 

The Princess Royal, Princess 
Anne, opened ACCA’s 
global operational centre at 
110 Queen Street, Glasgow, 
last month. 

She was welcomed to 
the new Glasgow offices 
by ACCA chief executive 
Helen Brand and president 
Brian McEnery.  

‘It was an honour for me 
and my 600-strong team here 
in Glasgow to welcome the 
Princess Royal to ACCA’s 
new offices,’ said Brand. 
‘Glasgow has always been an 
essential home for our global 
operations – from technology, 
to exam delivery, to our 
24/7 365 customer contact 

centre ACCA 
Connect. It’s an 
operational centre 
of excellence 
that deserves its 
new Glasgow 
home. This marks 
an exciting new 
chapter for ACCA 
in a city that is a 
thriving financial 
and cultural 
centre.’

VIP guests 
included 
employers and 

learning providers, along 
with contractors who had 
worked on the new premises. 
ACCA’s partners received 
a special mention from 
ACCA’s president, who said: 
‘ACCA thrives because 
of the wonderful working 
relationships we have with 
employers, learning providers 
and regulators. I am delighted 
that so many of you are 
here with us to share today’s 
celebration, which also gives 
me an opportunity to thank 
you for your support of ACCA.’

The fit-out of ACCA’s new 
premises was managed by 
Clark Contracts, based in 
Paisley, Scotland. The design 
was heavily influenced by 
the refurbishment of ACCA’s 
London headquarters in 
the Adelphi, an Art Deco 
landmark. The ACCA brand 
and new ways of open plan 

‘This new Glasgow 
home recognises 
our rich heritage 

here in the city, 
while also looking 

to our future vision 
for ACCA and 

the profession’

and flexible working have 
been embedded in the centre. 

Glasgow has hosted ACCA 
operations since the 1970s, 
and in his launch address, 
McEnery said: ‘ACCA has 
a long and proud history in 
Scotland, with exceptional 
staff. These talented 
individuals ensure that 
members and students are 
fully supported as they follow 
and achieve their dreams.

‘It is fitting that our dynamic 
and successful professional 
body is moving into new, 
modern premises – this very 
office has been named a 
finalist in the British Council for 
Offices Awards 2017. 

‘This new Glasgow 
home both recognises our 
rich heritage here in the 
city, while also looking to 
our future vision for ACCA 
and the profession.’ ■
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Tomorrow’s world
ACCA welcomed the new intake of its Leaders of Tomorrow programme at 
an event in London featuring past and present participants 

ACCA launched its latest 
Leaders of Tomorrow 
programme on 26 January 
in London, welcoming 
new participants to the 
programme with an evening 
of speeches, awards and 
networking.

Head of ACCA UK John 
Williams hosted the event, 
congratulating the new 
recruits and explaining what to 
expect from the programme. 
ACCA Council members, 
ACCA employees, sponsors 
from key employers, and 
Leaders of Tomorrow both 
past and present mingled with 
the new cohort.

Speaking at the launch 
was Tara Ridgeway, fi nance 
director at The Ritz, who 
shared the highlights of her 
impressive career at the 
legendary hotel. Ridgeway 

was also featured in AB’s 
January edition (page 12) 
and was supported by one 
of the original Leaders of 
Tomorrow Alastair Goddin as 
well as Alexander Leach from 
the current intake. Goddin 
and Leach spoke about 
their contrasting Leaders of 
Tomorrow experiences, their 
career aspirations and their 

journeys with ACCA. 
Farah Iqbal, accounting, 

reporting and control analyst 
for BP UK and member of 
the 2015 intake remarked on 
the programme’s benefi ts: 
‘The Leaders of Tomorrow 
programme offers the 
opportunity to learn from 
others’ experiences and to 
gain advice from them is like 
having a group of mentors you 
can confer with.’

New intake participant Efua 
Okupe, fi nance manager for 
the University of Westminster, 
explained that after obtaining 
a degree in economics 
she wanted to acquire a 
competitive edge in the fi nance 
sector and decided the ACCA 
Qualifi cation would help 
achieve her career goals. 

‘The curriculum is 
internationally oriented and 
study is extremely fl exible. 
I was also attracted to the 

opportunity to obtain another 
bachelor’s degree from Oxford 
Brookes University. No other 
professional accounting 
qualifi cation comes remotely 
close to this powerful 
combination.’ 

Williams encouraged the 
new intake to embrace the 
programme and to realise 
their full potential as ACCA 
leaders. ‘These 20 exceptional 
members exemplify the 
leadership qualities we want to 
encourage in the professional 
accountants that our economy 
– and the world – needs for 
the future.

‘We look forward to 
starting this new chapter 
with our 2017 cohort, and 
hope they will engage with 
us to gain the most from this 
exclusive programme, seeing 
themselves – and believing in 
themselves – as true Leaders 
of Tomorrow.’ ■

Career-boosting opportunity

The Leaders of Tomorrow programme offers high-
achieving, recently qualifi ed ACCA members a chance to 
enrol in a one-year programme focusing on leadership. 
The participants are carefully selected to guarantee a high 
quality, diverse intake.

Participants are invited to regular face-to-face training 
sessions covering a range of skills, including how to think 
strategically, how to deal with the media and how to use 
social media both personally and for business. Networking 
and leadership themes have a constant presence throughout 
the programme and participants have opportunities to 
attend celebratory events held by ACCA, which help increase 
their personal network of fi nance professionals.

The programme is designed to fully equip attendees 
with a balance of necessary expertise as well as the 
breadth of fi nancial and business understanding to 
become complete fi nance leaders and confi dent 
advocates for ACCA.

If anyone is interested in being considered for the 2018 
programme, applications will be accepted in October this 
year. Please email Stevie Walsh at lot@accaglobal.com for 
more information.
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◄▼ Faces of the future 
Guests at the Leaders of 
Tomorrow event in London 
listen to inspiring speeches 
(left); The Ritz’s Tara Ridgeway 
on the cover of the January 
edition (below)
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Generational shift
Cassandra Crowley is focused on ‘where the profession will be tomorrow’ as she becomes 
president of Chartered Accountants ANZ, ACCA’s strategic alliance partner down under

Cassandra Crowley has 
chosen the theme ‘evolve’ 
for her term as president 
of Chartered Accountants 
Australia and New Zealand 
(CA ANZ), the profession’s 
117,000-strong trans-Tasman 
membership body. 

She wants to ensure 
that chartered accountants 
– and the organisation – 
remain relevant; the skills 
chartered accountants have, 
she says, are enduring and 
can be applied across a 
rapidly changing business 
environment, which is 

challenges any preconceptions 
that a president needs to 
be a man with decades of 
experience at a Big Four firm.

While serving her one-year 
term, Crowley will continue 
to work in her full-time role, 
where she also challenges 
expectations. Based in 
Taranaki, on the west coast 
of New Zealand’s North 
Island, she is kaitumuaki (chief 
executive) of Te Korowai 
o Ngaruahine Trust. She is 
responsible for managing 
settlement money received 
by Ngaruahine, a Maori iwi 

becoming increasingly global 
and digital.

‘The world around us is 
changing so quickly that if what 
we do as a profession, who 
we are, how we manage our 
practices and our businesses 
doesn’t change at a pace at 
least equal to what’s going on 
outside, we’ll be left behind,’ 
she says. ‘Every now and then 
we have to evolve a little bit to 
stay ahead of what’s happening, 
to support our clients, to add 
value to our communities.’

The organisation itself 
has evolved in response to 

changes in the profession and 
to globalisation. CA ANZ is an 
amalgamation of the Institute 
of Chartered Accountants 
Australia (ICAA) and the New 
Zealand Institute of Chartered 
Accountants (NZICA), 
formed in 2014 to provide 
the membership body with 
increased scale and resources. 
It entered into a strategic 
partnership with ACCA in 
June 2016. 

Crowley is not afraid to 
push boundaries to ensure the 
profession continues to evolve. 
Her appointment as president 
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(tribe), for historical breaches 
of the Treaty of Waitangi, 
New Zealand’s founding 
document between Maori 
chiefs and the British Crown. 
Some of the tribe were 
surprised to see a non-Maori, 
or pakeha, appointed to 
the chief executive role. 
However, others welcomed the 
selection of someone with an 
appropriate skillset that was 
required at that point in time.

Crowley, who also holds 
a number of governance 
roles, says the job appealed 
because of the opportunity to 
make a difference, measured 
by an increase not only in 
shareholder value and profit, 
but also in social wellbeing.

Unconventional start
Crowley decided to study 
accountancy because of the 
business grounding it offered. 
She also studied law and IT, and 
is a barrister and solicitor of the 
High Court of New Zealand. 
While there is accountancy in 
her blood (her mother is also 
a member of CA ANZ), she 
insists that didn’t influence her 
decision. ‘In fact, I swore never 
to be one,’ she laughs. 

‘In some ways I’m a non-
traditional accountant – I 
haven’t worked in a Big Four 
firm and I have had roles that 
have used, in a practical day-
to-day sense, both my legal 
and accounting backgrounds.’

Crowley admits it has taken 
courage to make non-linear 
career choices. The eldest of 
three siblings, she says the 
support of her family has been 
crucial. ‘When you have that 
base of unconditional love 
and encouragement, you have 
the bravery to attempt things, 
knowing that if you fail, there’s 
a solid base to return to.’

Her path to presidency 
began when she won NZICA’s 
Outstanding New Member of 
the Year award in 2010. She 
was encouraged to join an 
NZICA local leadership team, 
then NZICA’s council, and was 
part of the working group that 

considered the amalgamation 
of NZICA and ICCA. She was 
subsequently selected as a 
councillor of CA ANZ.

She says she pursued this 
path because she wanted to 
give back to the profession 
and believed she had an 
obligation to provide a 
different voice – ‘someone 
younger, someone outside of 
traditional practice areas’.

While every president 
is the steward of the 
profession, Crowley says 
she is concentrating ‘on 
understanding where the 
profession will be tomorrow. 

I don’t think that’s radically 
different from the concerns of 
other presidents, but I think 
I’m giving it a sharper focus’.

She hopes her 
appointment will address 
outdated stereotypes. ‘Some 
people perceive professional 
accountants to be a bunch of 
old fuddy-duddies.’

She adds: ‘CA ANZ isn’t 
an exclusive club. It means we 
are professionally connected 
in the interests of serving our 
communities, whether they 
be business communities, 
not-for-profits, policy-setting 
or taxation, and that service, 

ethics and skill is what makes 
us a profession.’

In 2016 Crowley won a 
prime minister’s business 
scholarship in New Zealand, 
the only woman among the 
nine recipients. She believes 
the challenges women face in 
the workplace often concern 
perceived complications 
around families, and sometimes 
women’s own hesitancy to put 
themselves forward. 

Blazing a trail
In the war for talent, she points 
out, companies now have to 
develop more sophisticated 
ways of populating their 
workforce, which includes 
offering greater flexibility in 
working arrangements. She 
notes that a happy employee 
is a productive employee.

‘The more that can be done 
to create business models and 
lifestyles that mean people are 
productive at work, and we 
have access to greater talent 
pools, the more successful 
those enterprises will be.’

As CA ANZ president, 
Crowley wants to help younger 
members see their interests 
better reflected. She hopes the 
CA designation will continue to 
be a passport to the business 
world. When asked what she 
is most looking forward in the 
role, she cites engagement 
with members and collegiality 
with fellow accounting bodies, 
including ACCA.

The coming year will be 
a busy one for CA ANZ, and 
Crowley applauds its practice 
of having one vice-president 
for Australia and one for 
New Zealand. ‘Each of us has 
various roles that we carry out 
in supporting the profession,’ 
she says. ‘The accent changes, 
but the model we have is 
really great at ensuring that 
those needs and voices are 
heard all the time.’ ■

Jennifer Black, deputy editor 
of Acuity, the member 
magazine of Chartered 
Accountants ANZ

CV

2017
President of CA ANZ

2014 – present
Kaitumuaki/chief executive,  
Te Korowai o Ngaruahine Trust

2009–14
CEO, Local Government Online

2007–09
Head of compliance and markets policy, NZX

2003–07
Senior analyst and management accountant, Ministry of 
Economic Development (NZ)

Also…
Barrister and solicitor of the High Court of New Zealand
Various governance roles, including at The Skills 
Organisation and Student Job Search

117,000 
Number of members of Chartered 
Accountants ANZ 

59:41 
Ratio of male to female full members 

16.5 years 
Average length of membership 

12% 
Number of CA ANZ members working outside Australia 
and NZ (4.5% in the UK, 3.3% in Asia)

Top five employers of members
PwC, KPMG, Deloitte, EY, BDO
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A review of the last fi ve 
years of economic data since 
ACCA and the Institute of 
Management Accountants 
(IMA) launched their quarterly 
Global Economic Conditions 
Survey (GECS) shows a 
hugely varying picture 
of economic confi dence 
among professional 
accountants globally over 
the period. 

The latest overall drop, 
according to the Q4 2016 
report, which attracted 4,551 
responses from ACCA and 

Rocky road

Inside ACCA

80 CA ANZ
Meet the new president

79 Leadership launch
Leaders of Tomorrow

77 Customer service
The Princess Royal 
opens new ACCA offi ce

74 Events

26 President

GECS confidence index

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

For more information:

See GECS at bit.ly/ACCA-gecs416

ACCA and IMA’s quarterly GECS survey shows signifi cant 
volatility but little positivity over its fi ve-year history 

IMA members around the 
world, could be attributed 
to changes in the political 
landscape linked to events 
such as the US presidential 
election, the UK’s decision to 
leave the European Union and 
growing movements across 
other European countries to 
explore the same.

GECS is the largest 
regular economic survey of 

accountants in the world, in 
terms of both the number of 
respondents and the range 
of economic variables it 
monitors. Its main indices 
are good predictors of 
GDP growth in a range of 
countries, and its daily trend 
deviations correlate well 
with the VIX or ‘fear’ index, 
which measures expected 
stock price volatility. ■
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