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Welcome
With an ACCA survey showing that unethical behaviour is still a major concern,
education in the key issues for professional accountants has never been more important
Strong ethical principles and behaviour

right thing regarding decisions they

will become increasingly important in

have to take in the workplace. Many

the evolving digital age and will be

are implementing ethical frameworks.

vital in building trust. For professional

What does best practice look like?

accountants, being ethical is by no

See page 17.

means a supplementary and wholly

ACCA is introducing a new Ethics

personal choice, but an absolutely

and Professional Skills module as part

necessary attribute that goes far

of its wider innovations to the ACCA

beyond being seen to do the right

Qualification. On page 80 we look at the

thing. In this special ethics issue of AB,

skills ACCA is aiming to build and what

we offer a number of articles focusing

the new module will contain.
We have two very interesting

on this hot topic.
On page 36 we look at the

interviewees this month. Anit

conclusions of a recent ACCA survey of

Chandarana FCCA is FD of Network

the views of professional accountants

Rail’s infrastructure projects, with a

on ethics and trust in a digital age.

staggering £6bn budget. He’s proud to

The report offers insight and guidance

be working for an organisation that has

on issues from cybersecurity to

an increasingly commercial, customer-

cryptocurrencies. Among its findings,

centric focus. Read about his journey

the report reveals that in the past 12

on page 12. And Ajay Shah is the

months 24% of respondents have

innovative, entrepreneurial CFO of the

observed compromising behaviour at

ping-pong bars Bounce, and is taking

their own organisation, and 19% at a

the London-based chain Stateside. See

client’s organisation, while 47% have

page 72 and also his video interview at

seen accountants acting unethically

bit.ly/AB-pingpong.

AB

‘from time to time’.
We also explore what companies

Jo Malvern, editor

are doing to support staff in doing the

joanna.malvern@accaglobal.com

Accounting and Business

About ACCA

Leadership

The leading monthly magazine for finance

ACCA (the Association of Chartered

professionals, available in seven different

Certified Accountants) is the global

versions: Africa, China, International

body for professional accountants. It

President: Brian McEnery FCCA
Deputy president: Leo Lee FCCA
Vice president: Robert Stenhouse FCCA
Chief executive: Helen Brand OBE

Ireland, Malaysia, Singapore and UK.

offers business-relevant, first-choice

*
*
*

Magazine contacts, page 82

qualifications to people of application,

Member services

Available in app and pdf

ability and ambition who seek a

AB Direct: weekly news bulletin

rewarding career in accountancy, finance
and management. ACCA supports its

More at accaglobal.com/ab
Audit period July 2015
to June 2016 151,120

ISSN No:
1460-406X

198,000 members and 486,000 students
in 180 countries. accaglobal.com

ACCA office details, page 82
ACCA Connect: +44 (141)582 2000
members@accaglobal.com
accaglobal.com/members

Our alliance with CA ANZ
More about ACCA’s alliance with Chartered
Accountants ANZ: accaglobal.com/alliance

October 2017 Accounting and Business

UK_Welcome.indd 3

3
12/09/2017 13:19

Ethics

36

30
46

Special edition
This month features
articles all about ethics.
Look out for the flag on
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Despite being the world’s
best paid actress, La La
Land star Emma Stone
earned $42m less than
Mark Wahlberg, the
highest paid male star, in
2016/17. She earned $26m
compared to his $68m.
Another 13 male stars also
earned more than Stone.

Jodrell Bank’s second
largest radio telescope,
known as Mark II, has
been given Grade I listed
status for its pioneering
role in radio astronomy.
The larger Lovell
telescope was given the
same status in 1988.

Classic cars have been the
top-performing ‘object
of desire’ asset over a
12-year period, according
to the Coutts Index. Their
value has risen by nearly
77% since 2005, although
in 2016 they were
outperformed by rare
musical instruments.

A photo of the lighthouse
at St Abb’s Head in the
Scottish Borders has been
judged the UK’s ultimate
sea view in a competition
run by the Shipwrecked
Mariners Society. The
charity has distributed
£1.4m to former mariners
in the last year.
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News roundup
This edition’s stories and infographics from across the globe, as well as a look at
the latest developments and issues affecting the finance profession
High-pay report

Code to include measures

ratios are calculated and how

some shareholders and

FTSE 100 chief executive

that a company should take

they compare with industry

bondholders for past

remuneration fell in the 2016

where there is significant

averages. Boards should

accounting errors. The

financial year compared with

shareholder opposition to

also be encouraged to

scheme was agreed with the

2015, according to research

its remuneration policy. The

explain what they view as an

Financial Conduct Authority

from the High Pay Centre

government also intends

acceptable ratio between the

and provides payments to

and the CIPD. The report

to introduce a pay ratio

highest and lowest paid staff.’

investors who bought Tesco

suggests that companies

reporting requirement

may find executive pay

for quoted companies

Mitie investigated

29 August and 19 September

rises difficult to justify when

comparing the pay of the

Mitie is being investigated

2014, when prices were

average real pay is static,

CEO with that of pay in

by the Financial Conduct

inflated by misleading

or that political pressure

the wider UK workforce.

Authority (FCA) over

financial reporting. Eligible

is affecting remuneration

ACCA’s head of corporate

the timing of its profit

shareholders are entitled

decisions. A government

governance, Jo Iwasaki,

warning on 19 September

to 24.5 pence per share,

white paper proposes that

responded: ‘The introduction

2016 ‘and the manner of

plus interest at 1.25% for

the Financial Reporting

of these measures must be

preparation and content

institutional investors and

Council amend the UK

accompanied by relevant

of the Company’s financial

4% for retail investors. KPMG

Corporate Governance

information on how these

information, position and

has been appointed to

results for the period

administer the scheme.

bonds or shares between

ending 31 March 2016’. This
investigation is in addition to

Former FD fined

one being conducted by the

Tech Data’s former finance

Financial Reporting Council

director Philip John James

into Deloitte’s audit of the

has been excluded as

Mitie Group, which is one of

an ACCA member for 10

the UK’s largest outsourcing

years and fined £100,000,

contractors. Mitie said it ‘is

reduced to £35,625 by

fully cooperating with the

reason of his financial

FCA but does not intend

situation. James admitted

to update the market

misconduct and agreed to

until completion of the

a fine and exclusion from

investigation’. A Deloitte

the profession because of

spokesman said that it is

his role in the preparation

The Pensions Regulator has launched a prosecution of former

committed to audit quality

and approval of Tech Data’s

BHS owner Dominic Chappell for failing to provide information

and the highest professional

financial statements for the

and documents requested by the regulator. Chappell owned

standards and that it will

year endings January 2012

BHS through his role as director and majority shareholder of

co-operate fully with the

and 2013. The sanction

Retail Acquisitions Ltd. The regulator claims that Chappell

investigation.

followed an investigation

Chappell prosecuted

by the Financial Reporting

failed to comply with three notices requiring information

8

related to BHS that were issued under Section 72 of the

Tesco compensates

Council, which is continuing

Pensions Act 2004.

Tesco has opened its

to investigate EY’s audit of

scheme to compensate

the company.
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Take one

In the latest of our series of video interviews with ACCA members, we meet Ajay Shah FCCA,
CFO of entrepreneurial table tennis bar chain Bounce and a UK county-level player in his youth

Taking opportunities
Shah shares his
experiences on
working for a growing
entrepreneurial
venture, the company’s
expansion into the US
and his advice for young
finance professionals

More information
You can watch this interview
at bit.ly/AB-pingpong.
You can also read a fuller
interview on page 72

AML consultation

costs of running OPBAS

that have breached the

businesses say they plan to

The government is

(estimated by the FCA at

minimum pay rules. Argos

hire more accounting and

consulting on the creation

around £2m per annum)

was fined £800,000 for

finance professionals in the

of an anti-money laundering

appear excessive. Although

underpaying 37,000 staff

second half of the year than

supervisory body. The Office

vague, the proposals

an average of £64 each.

they did in the first half.

for Professional Body AML

would appear to lack any

The company required

The agency reports that

Supervision (OPBAS) is

regard to proportionality.

employees to attend unpaid

61% plan to hire mid-level

expected to improve co-

Professional bodies will

briefings prior to starting

professionals, while 52%

ordination and consistency

be required to meet the

work and submit to security

intend to recruit junior or

across the 22 professional

running costs of OPBAS,

checks when they finished.

newly qualified staff. Marcus

body AML supervisors

as well as the additional

In total 233 employers

Blackburn, associate director

currently operating in the UK.

costs of their interactions

were found to breach the

at Robert Walters, said:

Ian Waters, ACCA’s head of

with OPBAS. These costs

national minimum wage,

‘Finance professionals have

standards, responded: ‘The

must ultimately be borne by

for which they were fined

benefited from growth in

tone of the HM Treasury

supervised firms, which are

£1.9m. A common mistake

businesses across a range of

consultation is somewhat

also likely to suffer additional

by employers was to

fields, with SMEs and fintech

different from that of the

compliance costs.’

underpay apprentices.

firms in particular spurring

by the Financial Conduct

Employers in breach

Recruitment drive

Authority in its guidance

Argos is the most well-

Demand for accounting and

Taxing contribution

consultation. Therefore,

known name on the

finance staff is increasing,

Accountancy and law firms

the future role of OPBAS is

government’s latest list

with Robert Walters

together generated UK

unclear, and the anticipated

of shamed employers

reporting that 26% of

tax revenues of £15.5bn

demand for accountants.’

draft sourcebook published
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last year, calculates PwC

report. The FRC says its

auditor of Vodafone and

S&W profits up 12.8%

for a report published by

process of demanding

administrator of Phones4U,

Smith & Williamson’s

TheCityUK. This represented

improvement is paying off,

in which capacity it is suing

operating profits for the year

2.5% of all UK tax receipts.

particularly for the audits of

Vodafone. Standard Life

ending April 2017 rose by

The firms employed 693,000

larger companies. However,

Investments, manager

12.8% to £40.6m. Operating

people across the UK,

there are variations in audit

of 465 million Vodafone

income increased by 9.9%

representing nearly a quarter

quality between firms,

shares, voted against PwC’s

to £244.6m. As well as being

of EU employees in the two

market sectors and audit

reappointment as auditor at

accountants, the firm had

sectors. Miles Celic, chief

procedures. The FRC will

the annual meeting. Deborah

£18.8bn of funds under

executive of TheCityUK, said:

now focus on promoting

Gilshan, governance and

management and advice,

‘The UK is the leading global

scepticism; quality

stewardship director at

an increase of 17.5% in the

hub for legal and accounting

control standards; auditor

Standard Life Investments,

year, and £9.2bn under

expertise and it is vital that

independence; the impact

told the meeting: ‘We

administration, an increase

we not only preserve that,

of mandatory rotation on

understand that PwC

of 39.4%. Meanwhile rival

but we continue to grow it.’

quality and fees; harnessing

considers no actual conflict

takeover bids for S&W

technology; and audit

exists to their position as

continue to make the news.

firms’ culture.

Vodafone’s auditors. We

Quality improves

disagree.’ PwC responded:

Wrong call?

KPMG to sell office

concludes the Financial

‘We adhere strictly to all

KPMG is to engage in a sale

Reporting Council’s (FRC)

PwC has been criticised

regulatory professional

and leaseback arrangement

Developments in Audit

for its dual roles as

and ethical standards. As

for its London head office

with all administrations,

at Canary Wharf. Jones

appropriate action is taken

Lang LaSalle has been

to deal with conflicts.’

appointed to find a buyer.

Audit quality is improving,

Tax chest gets a boost

Philip Davidson, KPMG’s

HMRC receipts hit £575bn for the 12 months to June 2017, up
6.86% on the previous year. This was due in part to a 15.5%

Revenue rise

managing partner, explained:

surge in corporate tax receipts.

Deloitte’s UK revenue rose

‘We are seeing strong

11.2% in the year ending

demand from investors for

May to £3.4bn. The increase

prime London assets and

is slightly below that of

we want to capitalise on this

2016, when it rose 13.6%.

rising market. Ownership

Distributable profit was

of property is not core to

steady at £608m, following

our business and this move

investment in people,

reflects our wider strategy: we

products and acquisitions.

lease buildings in 22 locations

The firm took on 1,600

across the UK, keeping our

school leavers, interns

capital free to invest in our

and graduates in the

business and facilities.’

Total receipts

Income
tax receipts

£575bn
Up 6.86% on
previous year

£168bn
Up £8bn, or
4.77%, on
previous year

year. Consulting revenue

Corporate
tax receipts

50%

£51.5bn
Up 15.5% on
previous year

were taken through
the self-assessment
regime, up 18%
on previous year

Source: Blick Rothenberg

10

grew by 13.6% to £859m;

PwC fined in the UK...

audit and risk advisory

PwC has been fined £6m

by 13.1% to £932m; tax

– reduced to £5.1m after a

by 5.7% to £691m; and

settlement discount – by

financial advisory by 1.5%

the Financial Reporting

to £459m. The reported

Council (FRC) for its audit

revenues included those

of accountancy firm RSM

of Deloitte Switzerland,

Tenon. Audit engagement

which grew by 14.4% to

partner Nicholas Boden was

CHF564m (£439m).

fined £150,000, reduced to
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£114,750, after a settlement

had been supported by

discount and consideration

significant acquisitions

Young minds run free

of mitigating factors. PwC

and new partnerships.

Over half (57%) of young people aged between 14 and 21

was found to have been

Transaction advisory services

are open to alternative paths to university when pursuing

responsible for ‘extensive’

grew 15.5%, advisory 10.4%,

their career, and over a quarter (26%) of young people see

acts of misconduct related

tax 7.9% and assurance 4%.

more value in apprenticeships, according to ACCA research.

to the auditing of bonus

Headcount increased by

Young people’s views on skillsets seem to reflect the changing

payments, recognition

7.3%, to 250,000 people

attitudes towards traditional forms of study; almost half (47%)

of work in progress and

globally. The firm promoted

rate confidence as the most important skill in being successful

goodwill impairment. RSM

669 people to partner

in business, in comparison to 36% who favour intelligence.

Tenon became insolvent in

and recruited another 385

Which skills are most important to be successful in business?

2013. PwC said: ‘We are sorry

partners. Senior leadership

that aspects of the audit

diversity improved, with

carried out in 2011 fell short

women comprising almost

of professional standards.

30% of new partners and

We cooperated fully with the
FRC during its investigation

47%

Confidence

36%

Intelligence

36% of new partners coming

36%

Organisational skills

from emerging markets.

34%

Problem-solving

IR is on the up

23%

Financial knowledge

There is ‘compelling new

22%

Natural leadership

and accept its findings.’

... and in the US
In the US, PwC has settled

evidence of global progress’

charges by the US Public

towards making integrated

18%

Good negotiation

Company Accounting

reporting (IR) the norm,

Oversight Board (PCAOB)

according to the 2016

17%

Mathematical skills

for US$1m over its audits of

report from the International

17%

Marketing skills

Merrill Lynch. PCAOB found

Integrated Reporting

that PwC issued an audit

Council (IIRC). There has

16%

Digital skills

report without obtaining

been growing participation

3%

sufficient evidence about

in international IR networks,

1%

Merrill Lynch’s compliance

increased IIRC influence

with the requirement to

and an expanding role for

hold customer securities in

the council in aligning the

different models in place

stakeholders as operating in

segregated accounts. ‘PwC

reporting system through

around the world,’ said

the public interest, a survey

failed to fulfill its obligations

the Corporate Reporting

IFAC executive director Alta

has concluded. The research

during a period when Merrill

Dialogue, says the Council.

Prinsloo. ‘Understanding the

found that the foundation is

Lynch exposed billions of

During 2016, the IIRC was

key principles of accountancy

perceived as being successful

dollars of customer assets

involved in nearly doubling

regulation, and how they

in achieving its public interest

to claims of its creditors,’

the number of emerging

function in practical terms,

mission and is highly rated for

said James Doty, PCAOB

best practice examples of IR.

helps PAOs [professional

transparency, independence

accountancy organisations]

and professionalism. The

IFAC issues guidance

and their key constituents

research identified areas for

The International Federation

ensure the profession’s long-

further development, mainly

EY reports growth

of Accountants (IFAC)

term sustainability, and their

around the complexity of

EY has reported that global

has issued guidance on

ability to continue to function

standards, the timeliness of

revenues increased by 7.8%

the regulation of the

in the public interest.’

its standard-setting process

to US$31.4bn in the year

accountancy profession.

ending June. This was EY’s

‘There is no one-size-fits-all

Model foundation

seventh consecutive year

solution for accountancy

The IFRS Foundation

of strong growth, which

regulation; there are many

is perceived by key

chairman. PwC did not admit
or deny the PCAOB findings.

I don’t know
Other

and the need to respond
quickly in a changing world.
Paul Gosling, journalist
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Back on track
When Anit Chandarana FCCA joined Network Rail, it was a company with an unclear
destination. But the team is now on board and the journey ahead a lot smoother

N

for most of the rail network, signalling,

2013

timetabling and 18 of the biggest railway

Finance director,

finished on time. Christmas 2014 is a date

stations, the company is in the line of fire

infrastructure projects

seared on Network Rail’s collective memory.

etwork Rail isn’t always one of
the most popular companies

i

to be taken out of action – preferably

CV

overnight but sometimes for several days:
‘It’s inconvenient, but passengers accept it.’

in Britain. Being responsible

The problems come if the work isn’t

King’s Cross was shut as engineering

from the travelling public when things
go wrong.
Anit Chandarana FCCA, finance director
for infrastructure projects, arrives at our

2011

works overran, and Finsbury Park station

Financial director, asset

was swamped by passengers told to go

management, Network Rail

there instead. People queued in freezing
temperatures and trains were delayed by

interview wearing his Network Rail name
badge. He knows full well passengers’

2007

hours. Not a good day at the office – but

frustrations for he, too, commutes by train

Financial controller,

what is the finance department supposed

from his home in Watford to Network Rail’s

Network Rail

to do about any of that?

sometimes to offices in Euston). Wearing

2005

Chandarana. ‘One, we didn’t hand back

that name badge, he stands out like a

Co-founder of food business

the railway on time; and two, we didn’t

‘Two things happened,’ recalls

office beside Milton Keynes station (or

have strong enough plans to deal with the

lightning rod.
‘I call it the lanyard test,’ he says. ‘How

2003

ensuing problem.’

comfortable am I wearing this badge when

Financial controller,

the trains are not running well?’ He admits

Network Rail

we take not just the go/no-go decision on

that, when he first joined back in 2003, if
there was any chance of strife from fellow

1998

whether we do the project or not, but all

passengers, the badge came off. ‘It stays

Financial analyst, Shell

of the small decisions that happen in an
evening of engineering work. Secondly,

on now,’ he says.

1992

we have much stronger industry-wide

on, they’re much more understanding

Various positions at

contingency plans.’

about it, and often they just want to have

Sainsbury’s, rising to

somebody to have a bit of a rant at. Train

financial controller

‘When you explain to people what’s going

travel has changed quite substantially in the
last few years. Just look at the rolling stock.

Finance’s role, he says, is ‘to help our
business in its decision-making capability
through good analysis and good financial
insight’. For ‘possession overruns’ – the

But that’s not to say there are not frustrations from the public

industry jargon for what everyone else calls ‘overrunning

every day in our network.’

engineering works’ – Chandarana says that his finance function

Chandarana is in the unique position of having some

has done ‘a lot of work to understand the root causes of

influence over the public’s experience with the rail network.

overruns and to help the business understand where it is best

With £6bn to spend, he is responsible for delivering Network

placed to start addressing those concerns’.

Rail’s projects. That includes the huge mega-projects such as

That doesn’t mean that a finance person is out on the West

upgrades to Thameslink, which will transform north-south travel

Coast line at 3am making operational decisions about whether

in south-east England through London, and the rebuilding of

to replace another bit of track – ‘but I really do encourage my

King’s Cross and London Bridge stations. At the other end of

team to get out every now and again to really experience that’,

the scale, it includes the replacement of worn out rails.

he says. It means that ‘we help the operational business take

Routinely, this type of work means stretches of railway have

12

Changes were put in place. ‘Our planning
is now much more stringent around when

the decisions. It’s quite numerical in its analysis and finance
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Basics

20,000		

*

Number of miles of track

Tips
‘Remember your fundamental professional independence
in a situation. I report not to the CFO but to the
managing director, so it’s his job to think about my

40,000		

bonus at the end of the year, it’s his job to think about

Number of bridges and viaducts

my performance. But sometimes I’m going to tell
you what you don’t want to hear. And that’s about

4.5 million

professional integrity.’

Rail journeys a day

25 years
Timescale over which passenger numbers are
expected to double

*

‘Don’t forget to have fun along the way. If I’m not having fun
doing the job then I probably shouldn’t be doing it. The fun
comes into it by what we do, the people I deal with, and you
have to take a bit of time out to have fun with your team.’

£50bn		
role was in the IT division and my interest was getting into the

Industry-wide cost of the Rail Upgrade Plan

IT industry. But one of the things I realised was that joining a

£6.78bn

struggling organisation is a great place to learn.’
Today, the rail company is trying to behave like a more

Capital expenditure in 2016-17

commercial organisation, devolving

£6.26bn
Revenue in 2016-17

£483m		
Profit before tax, 2016-17

people tend to be really comfortable
with the numbers. They also tend to
be curious. That combination leads
us towards that kind of thinking.’
That kind of thinking is much
needed. As a result of what’s

authority to regional teams. ‘People

‘Part of the reason
government will
want to invest in
a programme like
Thameslink isn’t
just because of
the revenue but
because of the socioeconomic benefits’

known as the Hendy review, the
infrastructure projects division was

now see us as much more customercentric,’ he says.
Network Rail has to ask the
government for its major funding,
and so for anything that Chandarana
needs to spend money on, a
business case has to be made to
Whitehall, and that business case
has to compete with every other big
government expenditure.
Making the business case requires
financial skill, not just financial input.
Few rail projects can stand up just
by showing a positive number in

given a £193m ‘efficiency target’. ‘We’re about halfway through

the bottom right-hand corner of the spreadsheet. ‘Part of the

realising that, and finance has had a big part to play in driving

reason that government will want to invest in a programme

the project teams to be innovative,’ Chandarana says.‘

like Thameslink isn’t just because of the additional rail revenue
they get but because of the socio-economic benefits it brings,’

14

Start of the journey

Chandarana explains. There are specific metrics that define the

State-owned British Rail was split up and privatised in the

value of a minute of rail journey time saved; there are metrics

1990s, with the rails and stations going to Railtrack. Whatever

that determine the value of a life lost because of a safety issue.

the travelling public may think today of Network Rail, its view

‘Our aim is to close every level-crossing in the country

of the whole railway set-up could hardly have been more dim

at some point. But the way in which we will prioritise those

back then. When Chandarana decided in 2003 to take a job

decisions is often around metrics about where we have our

at Network Rail, ‘a lot of people said to me, “Why would you

highest risk and how you evaluate that risk,’ he says, readily

leave Shell to join that failing organisation?”,’ he recalls. ‘The

admitting that metrics are no consolation to someone who
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has lost a loved one in an accident at a level-crossing that

returned in 2007. ‘It was a massive learning curve for me; I

hasn’t yet been replaced.

never want to go and run my own business again.’ There is

The regeneration at King’s Cross is a transformation. Ten

no regret when he says that, though. ‘It’s something I’m quite

years ago the area was, in polite terms, insalubrious. Today, it’s

proud of, actually. That role was the thing that gave me the

the chosen site for the new London headquarters of Google.

ability to see myself as a leader.’

‘If we had only looked at King’s Cross on the basis of the direct

When he took up his current role in 2013, many members of

rail revenue, we would never have done that project. But if

his new team said they were considering leaving. ‘They didn’t

you look at it from the socio-economic benefit it beings, the

see a place for finance in an organisation like this. Can you

business case was a no-brainer,’ Chandarana says. ‘It’s one

imagine? A business that spends £6bn a year?’

of the interesting things about working in a finance role in

Chandarana set about providing clarity of vision, purpose,

Network Rail: you get absolutely involved in some of those

the role of finance and of the individuals in it. ‘Within two or

concepts. For me it is one of the reasons I love working here.’

three months it was transformational,’ he says. ‘Five years
before that, I regarded that kind of activity as management

Trains and training

speak. But going through that Network Rail journey I began

Chandarana admits that he wanted to be an accountant

to see its importance. It’s one of the key differences between

from the age of six. The ACCA Qualification suited him well:

leadership and management.’

‘I wasn’t sure whether I wanted to go into practice or into

For finance, at least, the journey continues, the team

industry, and ACCA gave me the ability to do both. My boss

members are comfortably on board and Chandarana can

at Sainsbury’s was ACCA-qualified but mostly it was about that

continue to wear the badge with pride.

AB

flexibility with opportunities beyond qualification,’ he says.
Today, the qualification gives him ‘instant credibility’. ‘It gives
me a real obligation to uphold that professional integrity.’
Chandarana left Network Rail in 2005 to start up a new food
business. Things didn’t work out as hoped, but fortuitously
another finance vacancy opened up at Network Rail, so he

Andrew Sawers, journalist
More information
Book to see Chandarana at ACCA’s ‘Ask an Expert’ event at
bit.ly/ACCA-expertsNR. See also page 77 of this edition
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The view from
Nillani Nadeshwaran ACCA, senior cost and revenue
accountant, Banco Santander, and time manager

Executives who say their organisation’s

When I moved to England

successful career in finance.

global ethics cultures are strong. Less

from Denmark, aged 16,

It took me five years to pass

than a third are highly confident that

I could not speak English.

all my exams, while at the

their organisations’ employees will

My biggest achievement

same time having two kids!

report unethical behaviour

to date has been to obtain

Source: Deloitte

a postgraduate degree

Having young children

and build a successful career

and a full-time job, time

Accountability changes

in finance.

management is important.
While I was studying I planned every

Tens of thousands of financial services

Armed with a university degree and a

single minute of my evening to gain

firms will be brought into the Financial

master’s, I wanted to work for a global

the most out of my day. Usually I

Conduct Authority’s (FCA) senior

business. It was tough entering the job

would spend the evenings reading and

managers’ accountability regime under

market during the 2007/08 recession. I

understanding theories. Then rise at

proposals published for consultation. The

started my career in a Santander branch,

4am to do calculation-based practices.

FCA said: ‘We propose to use the tools

to get my foot in the door.

and principles from the banking regime

ACCA gave me the greatest exposure

to create consistency across financial

After working in a branch I moved into

to areas of accounting that otherwise

services, but tailor them to reflect the

a support function within the finance

I might not have had. A rounded

different risks, impact and complexity of

department and realised accountancy

qualification is essential. Tax and audit

firms subject to the extension.’ It added

could be the career for me. I later

are currently not part of my role, but

that its objectives are to make senior

joined Santander’s finance graduate

doing those as optional papers has

managers more accountable for their

programme, which involved rotating

opened up a bigger area of knowledge

actions, reduce harm to consumers and

around different areas of finance and

for me.

ensure financial services firms comply

helped me find my area of interest.

with tough standards.

Boards not cyber savvy
More than two-thirds of board members

I have moved through several different
Registering for the ACCA Qualification

roles at Santander. I realised early on in

was the next logical step. An accounting

my career that there is always a better

qualification is fundamental to a

way of adding value. Sometimes a lot

at FTSE 350 companies have not

of what we do is process driven, but the

received training in how to deal with a

difference comes when we add that bit

cyber incident, a KPMG report warns.

of value at the end.

Paul Taylor, UK head of cyber security
at KPMG, said: ‘Board’s often lack the
training to deal with cyber security
incidents, but knowing how to deal
confidently with one in the heat of the
moment can save time and money. The
aftermath of a cyber attack, without
the appropriate training, can result in
reputational damage, litigation and
blunt competitive edge.’

16

Sometimes a lot
of what we do is
process driven,
but the difference
comes when we
add that bit of
value at the end

I’m fortunate to work with great
people. You spend so much of your life
at work, so it helps to be surrounded by
people you get on well with. I have also
had some excellent mentors.

AB

More information
Resources for ACCA members in
financial services are available at
bit.ly/acca-financial-services
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Ethics

Ethics in the frame
A growing number of companies are putting in place ethical frameworks to
help employees understand the moral dimensions of workplace decisions
Imagine for a moment that you are in

This well-known exercise is designed

wallet. There is £1,000 inside and a

the Wild West. You come across train

to test your willingness to behave in a

driving licence. The wallet belongs to

tracks and see a trolley approach at

utilitarian way. If pushed, most people

Bill Gates. Would you return the cash?

speed from a distance. Ahead, there

would probably say they would pull

Or imagine you are driving home late

are five people tied to the tracks and

the lever to save five people, even if

at night on deserted roads. You come to

unable to move. If the trolley continues

it costs one life. But if this wasn’t an

a red light at a junction. There’s no one

on its current course, it will kill all five.

exercise and your actions really would

to be seen. Do you wait for the green

In front of you is a lever. If you pull

cost a life, would you pull the lever and

light or drive through the red?

it, the trolley will be diverted onto

knowingly kill someone, even to save

another track – but there is one person

five others? And what if you knew one of

and in business. Much as we would like

tied to that track. What should you do?

the people involved – would that alter

to think that we would make the ‘right’

If you do nothing, five people will die.

your decision?

decision in any given situation, it is

If you pull the lever, one person will die
but the other five will be saved.

Try another one. Imagine you are
walking along the street and find a

Doing the right thing is tricky, in life

unlikely that will consistently happen in
practice. So the human race invented
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Ethics

Sample framework for ethical decision-making

towards stakeholders
and acting to

Recognise the ethical issue

uphold the public

*
*
*

Could this decision or situation be damaging to someone?

interest’. For this

Does this decision involve a choice between good and bad alternatives?

reason the profession

Is this decision about more than what is legal or what is most efficient?

has consistently

Get the facts

taken a robust and

*

What do I know? What facts are unknown? Can I learn more about this?

methodical approach

*

Do I know enough to make a decision?
Who has an important stake in the outcome? Are some concerns more
important than others? Why?

*

What are my options? Have all the relevant people been consulted?

Evaluate alternative actions

to ethics in training

*
*
*
*
*

Which option will produce the most good and do the least harm?

and in practice.

Make a decision and test it

of the International Performance

*
*

Considering all approaches, which option best addresses the situation?

and Governance Research Centre

If I told someone I respect my decision, what would they say?

at Macquarie University and Rosina

Act and reflect on the outcome

Mladenovic of the University of

*

How can my decision be implemented with the greatest attention to

Sydney Business School looked at the

the concerns of all stakeholders?

impact of formal ethics training on

*

What have I learned from this situation?

students’ ability to identify and think

Which option best respects the rights of all those who have a stake?

Professional accountants

Which option treats people equally or proportionately?

are introduced to formalised ethics

Which best serves the community as a whole?

during their training. A research study

Which option leads me to be the person I want to be?

carried out by Nonna Martinov-Bennie

through ethical issues. It found that

Source: Markkula Center for Applied Ethics at Santa Clara University

incorporating ethics education into
accounting education and training
increases students’ ethical sensitivity

the concept of ethics – the standards of

the financial crisis. Workplace ethics

and helps them to think through ethical

behaviour that dictate how we ought to

are a different beast; difficult ethical

issues in a business context.

act in given situations.

decisions inevitably come with many

Ethics are important because they

accountants increase, though, the

take emotion out of the equation. Ethics

to the fear of losing your job. These

approach to ethical training must adapt.

and feelings are not the same thing –

have become more intense during

This was behind ACCA’s decision to

some people may feel good even when

recent difficult economic times; and as

introduce a new Ethics and Professional

they know they are doing something

we move swiftly into the digital age,

Skills module into its qualification from

that is ethically wrong – although

workplace ethics are changing and

October (see page 80). The module,

feelings and intuition do inform our

becoming more complex.

which has been developed in response

ethical choices. Ethics also deviate from

For professional accountants, ethics

to demand from employers, is designed

time to time from what is legally right

have always been about a lot more than

to allow professional accountants to

or wrong – if a legal framework has

following your conscience. As ACCA

demonstrate that they understand and

become ethically corrupt, for instance,

chief executive Helen Brand says in her

can apply ethical behaviour in complex,

or if the law has been slow to address a

introduction to a new report, Ethics

real-world situations.

rapidly developing issue.

and trust in a digital age (see page 36),
‘being ethical brings with it specific
expectations, such as demonstrating
professional competency in the role
being performed, exercising due care

A different beast
Ethics in the workplace, particularly in
business, has been in the spotlight since

18

As the demands placed on

pressures, from financial incentives

Professional accountants certainly
value their ethical training. A study
of more than 10,000 professional
accountants, trainees and senior
managers carried out as part of
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UK_YCORP_Ethics_E.indd 18

01/09/2017 11:22

day-to-day procedures was important
in maintaining ethical behaviour in an

that upholding their own professional

organisation. An ethical framework

code is the most effective way to

becomes even more important in a

contribute to an organisation’s ability to

time of rapid technological change, as

uphold ethics; 75% took the view that

previously unseen or untested situations

‘ethics begins with me’.

are likely to arise; in the paper-based

Ethics

*

the Ethics and trust in a digital age
report found respondents believe

Assess the situation (who is
affected? What is the impact?
Is it illegal?)

world, boundaries were reasonably clear

*

Decide what to do (what are the
options and the implications of
each?)

*

Agree a way forward (is your
decision right? Can you sleep at

Creating a framework

but in the world of big data and instant

night? Would you be embarrassed if

But giving individuals a solid

communication, the ‘right thing to do’

others knew about it?)

grounding in ethics is not enough to

is not always immediately apparent.

guarantee good governance across

For that reason, 80% of respondents to

EY’s global code of conduct, by contrast,

an organisation. So an increasing

ACCA’s study agreed that strong ethical

is a set of principles in five key areas:

number of companies are putting

principles and behaviour will become

in place an ethical framework for

even more important in the digital age.

*
*
*
*
*

So what does an ethical framework

their employees. A framework helps

*

Report and communicate.

working with one another
working with clients and others
acting with professional integrity

managers and employees understand

look like? It will usually take the form of

the moral dimensions and implications

a series of questions or statements that

of situations they might meet, and

help the user clarify their thoughts and

But again, these are supplemented by a

provides a route map for asking the

how they see the issue – which might

series of questions that help employees

right questions and (hopefully) coming

otherwise be clouded by emotion,

decide in difficult situations if they are

to a conclusion that is consistently in

context or external pressure.

upholding the code.

A framework should help users avoid

line with the organisation’s values.

maintaining our objectivity
respecting intellectual capital.

The existence of an ethical framework,

Encompassing ethics in a written

rationalising their immediate reaction,

though, is not the end of the story.

framework is an idea that is as old as

encouraging them to take account of

Ethical behaviour requires good

time (as anyone familiar with the Ten

information that may be disquieting,

leadership and strong support from the

Commandments will attest). Some

and to consider differing opinions and

top; in fact, two-thirds of respondents

professions are built entirely around an

perspectives (see box opposite).

to ACCA’s survey said that tone from

Codes of ethics are not prescriptive

ethical code, most notably medicine’s
Hippocratic Oath.
For organisations, ethical frameworks

the top was crucial in promoting ethical

or a list of simple dos and don’ts –

behaviour within an organisation.

they are an aspiration of excellence,

The message is that good governance

are an important bedrock of corporate

for what people should and could

and robust ethical behaviour takes

governance. Two-thirds of respondents

achieve. An ethical framework is not

awareness and effort from everyone –

to ACCA’s survey agreed, for example,

intended to give the right answer in

but the detailed training undertaken by

that embedding ethical standards into

every conceivable situation; it provides

ACCA-qualified professionals, and the

a principles-based structure for making

pride that professional accountants take

day-to-day decisions that uphold the

in their ethical understanding, ensures

organisation’s values.

that they will lead the way.

Codes of ethics are
not a prescriptive
list of dos and
don’ts – they are
an aspiration of
excellence for what
people should and
could achieve

AB

While the basic format will probably
be similar between organisations –

Liz Fisher, journalist

usually including a mechanism for

More information

reporting unethical practices – it will
be customised for each. PwC’s ethical

See ACCA’s report Ethics and trust in
a digital age at bit.ly/ACCA-ethics

framework, for example, is a code
of conduct for employees, known
as RADAR:

*

Recognise the event (are you being
asked to do something you think
is wrong?)

See also more information about
ACCA’s new Ethics and Professional
Skills module at bit.ly/ACCAEPSmodule
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CPD

Prepare yourself
With only months to go, the heat is on to become compliant with MiFID II, a major
regulatory overhaul that will affect any investment firm doing business in the EU
The Markets in Financial Instruments

by MiFID II,’ says Claire Wallace, a senior

Directive (MiFID) and the

manager in PwC’s asset management

accompanying Markets in Financial

regulation practice. ‘It is the over-

a major plank in the MiFID II structure.

Instruments Regulation (MiFIR) come

arching EU regulation that governs

In order to achieve that in a financial

into effect in the European Union on

the way in which investment firms are

instrument, a large number of quoted

3 January 2018. They’ve been a long

authorised and run. Every aspect of

and actual trade prices need to be

time coming. They spring from the

an investment firm’s business – from

accessed, compared and analysed.

aim of the G20 to regulate financial

authorisation, product creation, selling,

This can be relatively easily done where

markets more rigorously. The first

trading and execution – will be caught

instruments are traded on a recognised

iteration, MiFID I, which was largely

by MiFID II.’

exchange, but data collection and

For example, market transparency is

reporting are more difficult when it

targeted at equities, was implemented
in 2004. MiFID II aims to make financial

Data challenges

comes to off-exchange trades between

markets more efficient and resilient,

Described more emotively by others

individual counterparties.

and to increase their integrity. It was

as ‘the regulation from hell’, MiFID

also conceived as a measure to level

II is consuming vast amounts of

principle, is similarly demanding of data.

the playing field in financial instruments

resources in its implementation, both

A fund, a bank or an asset manager

across the EU.

human and financial. This is because

must be able to prove that the best

the principal challenges are largely

price possible in the market has been

are a major piece of regulation. ‘Any

around data – accessing it, applying

achieved at the instant of its trade in

EU investment firm or third-country firm

it, storing it, retrieving it and reporting

any financial instrument, say an equity,

doing business in the EU will be affected

it, all of which demands technology

bond or derivative transaction. To do so,

Make no mistake, the new reforms

20

and staff that are up to the task.

Best execution, another major MiFID II
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the organisation, or its service provider,
has to be able to access all available

Brexit muddies the waters

data, and analyse and report it as and

MiFID II legislation is one of the most significant updates ever to be applied to

when required. Such a process, though

European financial sector regulations. In June, with only six months to go before the

producing a fairer result for buy-side

directive would be coming into force across the EU, the Oxford-based voice security

clients, requires huge data resources

services provider Aeriandi released the results of a survey of IT managers and

to achieve.

decision-makers, and risk and compliance managers, within UK financial services. The

‘Unsurprisingly,’ says Nick Bayley,

survey showed that there was still much confusion about the likely impact of Brexit

managing director of regulatory

on MiFID II compliance. Understanding of MiFID II was patchy at best, leaving many

consulting at corporate advisory firm

large enterprises potentially open to fines for non-compliance. Key findings from the

Duff & Phelps, ‘a cottage industry of

Aeriandi survey include:

service providers has sprung up to offer

*

solutions around MiFID II – in particular,
a plethora of technology providers claim
they can help firms handle the new
requirements. Some of these are wellestablished names that have identified

with more than 100,000 employees.

*
*

MiFID II as an opportunity to extend the
scope of their existing services to meet
clients’ needs, while many are niche
providers offering a single solution to a
particular regulatory challenge.’

25% believed that leaving the EU would mean their organisation would be
exempt from MiFID II compliance. Of this group, 70% worked in large enterprises
14% had no idea how Brexit would affect their requirement for compliance.
Almost a quarter of those surveyed (22%) said that, although they felt they
understood MiFID II legislation, they were not sure how it applied to their
organisation.

*

More than a quarter (29%) said that their organisations did not yet have the

*

Only 10% were currently communicating with industry partners and suppliers

necessary technology or infrastructure for compliance with the directive.
about their preparations for compliance with MiFID II.

If consultants, market experts and

CPD

compliance firms are MiFID II winners,
so are the data providers. Bloomberg,

the consequences of Brexit are also

electronic markets and post-trade

Thomson Reuters, SIX Financial and

looming for them. They do not know

business (formerly ICAP), is taking

others that derive, handle, collate and

whether or how their business with

the long view. ‘Over time we will see

recycle data see MiFID II as a major

EU-based clients will be affected if the

if MiFID II will achieve its objectives,’

business opportunity. The requirement

UK is cut adrift from the single market in

he says. ‘People tend to overestimate

for their clients to access such data and

financial services (see box).

change in the short term and

use it in their reporting to their local

underestimate it in the long term. That

The same can be said of brokers,

regulatory authorities is mandatory, and

fund managers, advisers and service

therefore a one-way bet for the big data

providers to the wealth management

houses. There is a race to gain market

industry. The upbeat argument is that

out there, but people won’t necessarily

share, and the chances are that the

agile firms that are quick to react and

be able to make sense of it. Over time,

biggest fish in the MiFID II sea will be

adjust to new regulation, and prepared

as they are able to draw together data

the biggest winners.

to adapt their business model, will

from different sources, and regulators

come out on top. But for small firms

have more data to calibrate the

Problems for small firms

this may be easier said than done. It will

transparency regime, that’s when we’ll

The Financial Times recently examined

be surprising if some do not leave the

see some benefits coming out of this.

the MiFID II compliance issues for

market or choose to spread the costs

I don’t think that will be the case in the

wealth management firms. Many such

and the risks of MiFID II compliance by

first six months.’

firms are small, do not have bottomless

joining forces with others. Wide-scale

IT budgets, are tackling a regulation that

consolidation looks inevitable.

lacks clarity, and are under pressure to
provide transparency on their fees and

will certainly be true with MiFID II.
‘On day one there will be a lot of data

Richard Willsher, journalist

In the end, the million-euro question
is, will MiFID II achieve its objectives?

charges, as well as their relationships

Will this sweeping restructuring

with analysts and research providers. As

be worth it? Ben Pott, group head

the clock ticks down towards January,

of government affairs at Nex, the

AB

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Brave new skills
Big data and a rapidly changing technological landscape are forcing enterprises
to overhaul their business models as they digitally transform themselves
The majority of UK businesses are in

CFOs appreciate the need to
improve the performance of finance

according to research by recruitment

teams in order to support business

consultancy Robert Half. Its report

performance in this era of digital

finance teams to derive the insights

Digital transformation and the

transformation. Nearly two-fifths (39%)

and intelligence required to deliver

future of hiring, which surveyed 200

of CFOs surveyed by Robert Half want

business growth,’ says Matt Weston,

CFOs, 83% of large businesses are

to automate processes within their

director, Robert Half UK. ‘To support this

undergoing a digital transformation

teams and implement new technologies

change, finance is looking to automate

with a fully supportive senior

as a priority over the next 12 months.

processes to improve efficiency and free

management team, as are 69% of

CFOs see many benefits from financial

staff to deliver more strategic insights.’

medium-sized businesses and 67%

process automation, particularly greater

of small entities.

efficiency and productivity (identified

technologies is having an impact on

better decision-making capabilities.
‘There are growing demands on

The focus on automation and new

by 56%). Just under half (47%) of CFOs

hiring for finance teams, with demand

emergence of big data and ongoing,

believe financial process automation

increasing, particularly for ERP

rapid technological innovation.

enables employees to take on more

systems specialists, business analysts,

Such transformations reflect the

project and programme managers, and

Research by Microsoft last year found
that nearly half of UK business leaders
thought their existing business models
would cease to exist within the next
five years. Robert Half’s study now

What key skills will
drive digitisation?

system accountants.
A third (33%) of finance leaders aim to
use temporary or interim professionals
for business transformation projects,

finds that businesses have initiated a

either to maintain current staffing

wide range of technology projects due

levels or to support expansion. In the

to digital disruption. A survey of 100

long-term, 31% of CFOs plan to add

UK-based chief information officers and

new permanent positions to implement

IT and technology executives cited in

42%

the report found that the most popular

Data analytics

projects involved digitally enhanced

40%

Communications skills

their companies’ digitisation and
automation plans for their department.
‘For many, this means building a project

selling (47%), enhanced customer

team to drive the digitalisation agenda

services (47%) and data analytics

and then finding ways to integrate

enhancements for performance

these skills within existing workforces,’

management (44%). In addition, many

says Weston.

companies are digitising operational
processes (42%) and making digital
enhancements to the workplace (37%).

37%

Problem-solving skills

34%

Strategic vision

When considering resourcing
requirements to support digital
transformation, Robert Half emphasises
the importance of articulating the

As highlighted by Robert Half’s
report, success in this high-tech world

company’s vision and values in order

requires individuals who ‘can share a

to attract like-minded employees.

united vision of the digital future and

Rewarding people for the right

promote collaboration, innovation and
cultural change’. When asked what skills
will drive digitisation, CFOs highlighted

33%

Commercial and
business acumen

six key areas – see box.

22

value-added work; 43% think it brings

the process of ‘digital transformation’,

32%
IT

behaviours (such as collaboration and
supporting change) is also vital.

AB

Sarah Perrin, journalist
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Take heart
Austerity and frustration with government spending are nothing new, with the only
comfort being that the UK usually gets there in the end, says Robert Bruce
Board games

It may feel as though we are living

Robert Bruce talks about presenting
financial information to the board, at
accaglobal.com/ab/podcasts

through a period of extraordinary
uncertainty, chaotic behaviour,
economic and political ineptitude in a
country characterised by decline and

The UK has serious difficulties with

enormous self-inflicted reputational
damage. At least, that is how it seems

infrastructure, decision-making, and its

and how it is portrayed. The question is

self-induced current damage, whatever

whether this is new.

your views on the Brexit divide, to

Underneath maybe it has been the

what had been a hugely successful

same old, same old. ‘Disappointing’

global brand. In the quieter parts of the

has been the common thread in recent

country there is an unreal assumption

economic comments. But what if this is

that the UK will, almost without any

just the traditional underlying mean to

effort, still triumph.

which we are reverting?

Bemused by realities

Next year, for example, will bring
a paean of praise for our skill at

When the Financial Times sent a

creating infrastructure when London

reporter down to the leafier parts of

Underground’s new Elizabeth line,

the Thames valley recently to ask what

aka Crossrail, is unveiled and starts to

they thought of the Brexit negotiations,

revolutionise, expand and ease the way

they found an air of bafflement. ‘A lot

millions of people travel. I have spent

of people I work with thought we would

time with people involved and it is

be out within a week if we voted to

indeed a triumph of engineering and of

leave,’ said one. People are bemused

the ability to bring a massive transport

by the realities and don’t engage

project to fruition. Yet we should

with them. Or as Winston Churchill

remember that the Paris metro first

reputedly said, the English will try

started planning its version of Crossrail,

everything else before finally accepting

the RER, in 1961 and delivered the first

the solution.

complete line in 1977; other lines were
added subsequently.
The tendency in the UK is for
occasional serious and brilliant
successes to blind us to what is going
on elsewhere. The UK hasn’t built a new
full-length airport runway in London or
the south-east of England since 1945.
Meanwhile Paris and Frankfurt now have
four runways each, and Amsterdam six.
Here in the UK we have only one – a
rather dodgy and doubtful one – on the
drawing board.

24

But this is not necessarily anything

The finances
were chaotic, the
economy collapsed,
and the Korean War
broke out, but the
Festival of Britain
was a huge success
despite the politics

new. While browsing a selection of
elderly Penguin books at a bookstall
recently, I came across Age of Austerity
– a selection of essays, published in
1963, looking at aspects of British life
between 1945 and 1951. I lit on the
one dealing with the planning and
execution of the project that created
the Festival of Britain in 1951, which
eventually provided the war-scarred
population with something to be
joyous about.
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Crossrail is building an east-west
railway across London, with 42km
of new tunnels under the capital
The essay was by Michael Frayn, in

Politics in the age of austerity

those days just starting out as a journalist

The planning for the Festival of Britain in 1951 took place during a period of chaotic

and these days a veteran playwright.

politics. As Michael Frayn explains in Age of Austerity, the Labour government

It is a story of chaos ultimately turning

was up against it at the time with a reduced parliamentary majority. The Guardian’s

into an almost incidental triumph. As he

political correspondent at the time put it like this: ‘For the greater part of three and

says at the outset: ‘The idea had now

a half hours, Labour members got up one after the other to attack each other. The

been fed into the official government

opposition might not have been part of the House of Commons.’ Plus ça change…

processing machinery, from which
ideas habitually emerge squeezed to
the pips by the intermeshing teeth of

nowhere at all. No one had ever seen

After the war and the long period

anything like it before.’

incompatible political expedience.’ The

of austerity, ordinary people were

finances were chaotic, the site reduced

determined to have a good time.

to mud after floods, the work interrupted

‘The crowds came in,’ wrote Frayn,

to learn from history. Our present

by interminable strikes and go-slows.

‘and wandered round in a state of

difficulties are really – and quite

The economy collapsed, with the value

somnambulism, forming queues with

depressingly – nothing new.

of the pound tumbling. The Korean War

such abstracted readiness that the

broke out. But the Festival of Britain was

attendants found difficulty in preventing

Robert Bruce is an accountancy

a huge success, despite the politics.

the accumulation of queues that led

commentator and journalist

Perhaps we should try sometimes

AB
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Ethics

The currency of trust
Cut open an accountant and you’ll find ‘ethics’ engraved on their heart. Whatever the
challenges of the digital age, that’s how it needs to stay, says Peter Williams
As the digital world becomes more

A FTSE chairman once explained to
me that a senior politician was on the

pervasive, the ethical questions look set

board ‘because he asks us how any

to grow. Financial professionals cannot

action or decision would look if it were

apply ethical judgments to distributed

put on the front of the Daily Mail’.

ledgers, for example, unless they have

As ACCA’s report Ethics and trust in

an understanding of what exactly

a digital age makes clear (see page

they are and the opportunities and

36), the global accountancy profession

challenges they present.

has a role akin to the senior politician/

For the moment most respondents

director in ensuring that organisations

in the ACCA survey (80%) think that

keep their reputation intact by

accountants do act in the public

adhering to the highest ethical and

interest. But there is no room for

governance standards.

complacency. The report predicts that

But exercising due care towards

ethical breaches are likely to become

stakeholders (the ones who pay the bills)

more prevalent in the next 10 years for

and acting to uphold the public interest

accountants in practice. And the biggest

is a tricky balancing act to pull off, and

factor is that the fear of losing money –

it’s one that seems to be getting harder

either through being sacked by a client

to sustain in the modern economy. The

altogether or not getting additional

digital age is creating ethical challenges

work – will persuade professionals to

that have not previously been

put a client’s interests ahead of the

experienced and require not only digital

public interest.

knowledge and expertise but also a

For professional accountants facing

clear sight of ethical principles tethered

commercial pressures and a changing

to integrity.

business and technological world,

ACCA’s ethics report poses the

acting in the public interest is a key

scenario of a ransomware incident

differentiator. It’s the currency of trust –

where an organisation has had its data

the thing that makes them so respected.

stolen and the thieves have promised

However, for that value to be retained,

its return on payment via bitcoin.
Professional accountants, acting in
the public interest (whether internally
employed or external auditors), would
have to carefully consider informing
customers at the earliest opportunity
to let them know their confidential
information has been exposed. But
others in the company would be likely
to regard such a course of action as
an act of betrayal that would trash the
reputation of the hacked entity at an
incredibly difficult moment.

26

financial professionals need to maintain

For professional
accountants
facing commercial
pressures and a
changing world,
acting in the public
interest is a key
differentiator

a clear understanding of what they
mean by the public interest and how it
impacts their everyday behaviour. Ethics
need to be embedded in the day to day,
and constantly conveyed to clients and
employers. Then when the crisis comes,
the reaction of professional accountants
will be in character and not come as a
profoundly unpleasant surprise.

AB

Peter Williams is an accountant and
journalist
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Have your say
In the run-up to this year’s AGM, ACCA president Brian McEnery urges members to
engage with the organisation’s strategic vision by ensuring that their voices are heard
My term as ACCA president is nearing
its end, and this is my penultimate
column for Accounting and Business.
This column has been important to me:
while it is, on the one hand, a vehicle
for me to update you on the comings
and goings of the ACCA Council, it is
also a monthly reminder for me to step
back from my immediate work and
instead think about the topics that are
currently most relevant to members –
all 198,000 of you – around the world.
If there’s one thing that my presidency
has instilled in me, it’s that ACCA is,
in its entirety, a member-driven and
-focused organisation. Members are
the frontline of the ACCA designation:
we set the agenda, drive the future,
live the values and embody the spirit of
this organisation.
I am lucky enough to steer the
organisation from the president’s chair,
but it’s very much on the wings of
member engagement and feedback.
It has been fantastic to meet so many
passionate ACCA member advocates
in person, and also to see first-hand the

Ethics focus

value of your contributions, interactions

This year marks the tenth anniversary of the global financial crisis – and it’s clear that

and feedback via Council-led webinars,

business still can’t afford to be complacent about ethics. It’s great to see Accounting

the national office network, member

and Business focusing on this important topic in this issue, and I hope the insights help

satisfaction surveys, the feedback

you in your daily lives. The lessons we learned a decade ago are just as valuable today.

section of the ACCA members’ website,
member focus groups and through the
Annual General Meeting – a once-

window opens on 6 October, and

yearly opportunity for members to

you will receive your ballot instructions

my last columns to remind all members

elect the Council members that lead

and candidate profiles shortly. I hope

of the important role we play in this

on our behalf, and engage with our

many of you join me in taking part –

organisation, and to encourage you to

organisation’s strategic vision.

your vote matters!

global contact centre.
So it’s important to me to use one of

use your voice and to get involved.

AB

I encourage you to participate and
vote. Last year’s AGM saw a record

Brian McEnery is a partner specialising

channels are available all year round,

voting turnout, and I’m hoping the

in corporate restructuring and

we are this month approaching ACCA’s

trend will continue this year. The voting

healthcare consulting at BDO Ireland

While the aforementioned feedback
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Mind the pay gap
A lack of effective action by boards and shareholders on the level of executive pay has
risked allowing those at the top to ruin capitalism for the rest of us, says Jane Fuller
Watch and learn

‘Some directors seem to have lost
sight of their broader legal and ethical

See videos by Jane Fuller on
the IASB’s materiality practice
statement and its project on better
communication in financial reporting,
at bit.ly/ACCA-playlist

responsibilities.’ So said Theresa May,
the UK’s prime minister, in introducing
the government’s latest corporate
governance reforms. The thrust of
these is to curb executive pay by
publishing CEO:average worker ratios

shareholders? In the case of executive

and to prod boards into taking better

pay, if it had been curbed over the past

account of the interests of employees,

two decades, shareholders would be

customers, suppliers and so on.

better off. But the political argument

The debate about social responsibility

goes further than that in suggesting

has quite a pedigree. Milton Friedman’s

that the disconnection between pay and

1970 essay in the New York Times,

performance, and those at the top and

entitled ‘The Social Responsibility of

the rest, is a threat to social cohesion.
While I am uneasy about companies

Business is to Increase its Profits’, is
worth re-reading, although bear in mind

being used for political purposes, the

the Cold War context.

lack of effective action by boards and
shareholders (until recently) on the level

What Friedman actually said was

28

that an executive’s ‘responsibility is to

of executive pay has risked allowing

conduct the business in accordance

those at the top to ruin capitalism for

with their [the business owners’] desires,

the rest of us.

which generally will be to make as much

We are now faced with a reverse

money as possible while conforming to

engineering of worker power through

the basic rules of the society, both those

employee forums or a director

embodied in law and those embodied
in ethical custom’ (my emphasis).
Well, section 172 of the UK Companies
Act 2006 says that directors have a duty
to promote the success of the company
and, in doing so, to ‘have regard to’
wider stakeholders. The requirement to
reveal and explain pay ratios is also set
to be enshrined in law. Coupled with
implementation of the EU’s narrative
reporting directive and updated
guidance from the Financial Reporting
Council on the strategic report, it is clear
where and how the board should explain
its discharge of responsibilities.
Is this a distraction from running
the business to make money for

collecting their views.
Weighing up different sets of interests
is not easy. Executives have made
money for shareholders and kept prices
down for customers by keeping a lid on
(most people’s) wages. But whatever
happened to enlightened self-interest?

We are faced with a
reverse engineering
of worker power
through employee
forums or a
director collecting
their views

The growing pay gap has had negative
effects on staff morale, productivity and
public trust in business. Government
action should not have been necessary
on this one.

AB

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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Living by numbers
Professional accountancy is not for wimps. Drawing on her many years
of experience, Alison Thomas offers some light-hearted advice

Q
A

Telling it how it is

Our investors never seem to read
anything we put in our annual

Just 3% of our MPs
are accountants.
Let’s think about
that for a moment.
This is a group
who spend an eyewatering £760bn of
our money a year

report. Am I wasting my life?
I have to be totally honest. I have
never heard an investor whoop with

delight at the sight of a hot-off-the-press
annual report. But that doesn’t mean you
are wasting your life – far from it.
When talking with investors, they pretty
much always underscore the importance
of the annual report over any other
corporate communication. It’s not that
they tend to read them from cover to

information they need to start to
understand the difficult trade-offs that
we face. And maybe people will finally
start to recognise that some form of
accounting training really does need to
be a prerequisite for running a country.

Q

I am giving a keynote address next

cover. But they do love to dip in and out.

month. I wanted to lighten the

Someone who is new to a stock, for

But I don’t think all the blame lies at

example, often sees the annual report as

the door of Westminster. As voters, we

a first port of call when trying to work out

all need to play our part. This country

what the company does. A long-standing

has some very big decisions to make.

shareholder, by contrast, may spend

We can’t carry on pretending that it is

more time rummaging in the footnotes.

okay to keep writing IOUs. It is time

bold graphics and cross-referencing,

for people to engage in a serious

I could only admire its innovative

further. I have been told that just

discussion on the future of public

approach to communicating with its

knowing the report is there helps the

expenditure. What public services do

largely retail investor base. But sadly not

investor to sleep better. And who

we really cherish; which can we afford?

all innovations are quite so successful.

But its value to investors goes even

could blame them? In this world of fake

But, of course, that is easier said than

tone a little with a fun anecdote. What is
your favourite accounting story?

A

I was chatting the other day with a
company about its newly designed

annual report. With an abundance of

Many years ago, I met an investor

news, it is not often that information is

done. We all intuitively understand

who was an avid collector of innovative

independently checked for its veracity.

Mr McCawber’s philosophy: ‘Annual

annual reports. They included one that

income £20, annual expenditure £19,

was guitar-shaped, one that required

I saw the government balance

19s and 6d. Result: happiness. Annual

the reader to ‘join the dots’ in order

sheet the other day. It looks

income £20, annual expenditure £20,

to determine the profit number, and

horrible. Should accounting training be

0s and 6d. Result: misery.’ But when it

another that sent the investor on a

a prerequisite for politics?

comes to macro data, somehow things

treasure hunt in a quest to find the

seem much more complicated.

earnings. My favourite, however, included

Q

A

CCH Daily analysed the
background of the 650 MPs

30

See Alison Thomas’ corporate
reporting video ‘The business model
is your friend’ at bit.ly/AB-biz-model

This is where I think the accounting

a little insert that had to be taken out and

elected in June 2017. Just 20 (3%) are

profession has a role to play.

microwaved before it could be read. Talk

accountants. Let’s think about that for

Accountants have experience of

about cooking the books.

a moment. This is a group who spend

presenting inflows and outflows in a

an eye-watering £760bn of our money

relatively digestible format. They know

each year, and who have allowed us to

how to bottom-line the size of the

accumulate an even more astounding

obligations that we accrue. Let’s use that

£1.7trn in debt. So, yes, I agree that more

expertise to provide both voters and

financial literacy wouldn’t go amiss.

MPs with the intelligible and unbiased

AB

Alison Thomas, consultant
Raise the issues
Contact us with your concerns at
abeditor@accaglobal.com
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Written in clay
Ancient Egyptians believed writing was a gift from the gods, but as Tim Harford
explains, the truth has more to do with accounting than divine intervention

W

riting is a miraculous

The second puzzle was that

invention – so much

Uruk and other Mesopotamian

so that people used to

believe that it was divinely inspired.
Ancient Egyptians thanked baboonfaced Thoth, the God of Knowledge,
for the gift. Greeks gave the credit
to Prometheus. Mesopotamians
thought that Enki, the God of
Wisdom, had got blind drunk – not
obvious evidence of wisdom, it must
be said – and that during Enki’s
stupor, the Goddess Inanna stole

Hard-working nerds
at the door of the
temple, using tokens
to count as the
sheep and the jars
of wine entered and
left, were the world’s
first accountants

cities were sprinkled with small
clay baubles in varying shapes:
cones, spheres, cylinders, even a
suppository-style lozenge. What
were they for? Nobody knew,
although Julius Jordan, no fool,
noted that they reminded him of
‘the commodities of daily life: jars,
loaves and animals’.
It took more four decades before
anyone made much progress
on Julius Jordan’s mystery. The

from him the secret of literacy.

breakthrough came courtesy of a

The ‘baboon-faced Thoth’ theory of
writing’s origins is now out of favour with archaeologists. But in

French archaeologist, Denise Schmandt-Besserat, who had

truth, the origin of literacy was a puzzle for a long time. One idea

been cataloguing appearances of these tokens from Pakistan

was that writing was used to send messages to distant armies.

to Turkey. And she had a theory: the clay pieces were tokens,

Another theory is that it was used for poetry or religious texts.

and their purpose was to help people count.

In 1929 the mystery deepened. A German archaeologist

The method Schmandt-Besserat described is called

named Julius Jordan was excavating Uruk, on the banks of the

‘correspondence counting’. It’s counting for people who lack

Euphrates in what is now Iraq. Five thousand years ago, Uruk

numbers: all you need to do with correspondence counting

– with a population of several thousand people – would have

is to look at two quantities and verify that they’re the same.

been one of the great cities of the age.

So if you wanted to count – say – 12 loaves of bread, you

‘He built the town wall of Uruk, city of sheepfolds,’ proclaims

could do that by checking them against 12 loaf-shaped

the Epic of Gilgamesh, one of the earliest works of literature.

counters. Nineteen jars of olive oil could be counted using

‘Look at its wall with its frieze like bronze! Gaze at its bastions,

19 jar-shaped tokens.

which none can equal!’
And this 5,000-year-old metropolis presented Julius Jordan

Correspondence counting is ancient. The Ishango Bone,
found in central Africa, shows tally-marks on the thigh bone

with two puzzles. The first was a treasure trove: a library of clay

of a baboon. It seems to be designed for correspondence

tablets, far older than any previous examples of writing. Their

counting and it is 200 centuries old. But the Uruk tokens were

script, which became known as ‘cuneiform’, was abstract.
Nobody could make any sense of it.

32
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a big step forward from the Ishango Bone, because they
could be used to keep track of several different quantities –

What have accountants done for us?

and also to perform the simple mathematical operations of

*

adding and subtracting.
This was essential, because Uruk was a great city. Such

Paper was invented over 2,000 years ago in China and duly
spread to the Arab world, but take-up of this inexpensive
writing surface was painfully slow in Christian Europe.

cities required specialists – craftsmen, priests, soldiers, arable

Literacy was rare, most books were holy texts, and Europe

and livestock farmers. There were harvests to coordinate,

no more needed a cheap alternative to animal-skin

construction projects to manage, trading, taxation, and

parchment than it needed a cheap alternative to gold for

planning. Schmandt-Besserat was inviting us to picture hard-

crowns. Only when a commercial class started to churn

working nerds at the door of the temple or the government

out contracts, receipts and accounts, did Europeans start

storehouse, using tokens to count as the sheep, jars of wine

to embrace paper. It arrived in Germany in the late 1300s,

and sacks of grain entered and left. These people were the

and it was the availability of paper that made the printing

world’s first accountants.

press economically viable.

But then what about Julius Jordan’s first mystery – the
ubiquitous, indecipherable cuneiform clay tablets? Schmandt-

*

Management consulting saved the business of pottery
entrepreneur Josiah Wedgwood. In 1772 demand for

Besserat had a solution for that as well: she noticed that the

Wedgwood’s ornate crockery collapsed in the face of a

apparently-abstract symbols on the cuneiform tablets weren’t

severe European recession. As his warehouses began to

as abstract as they seemed: they resembled the tokens.

fill with unsold stock, Wedgwood turned to double-entry

Everyone had missed this point because of the different

bookkeeping to better understand his cost structure.

layers of symbolism involved. First the tokens were used

Counterintuitively, he realised that he needed to cut

to represent oxen or jars of honey, and to track the back-

prices and expand. Others followed and the discipline of

and-forth. Then the tablets had been used to make a more

‘management accounting’ was born. James McKinsey, the

permanent record: pressing the hard-baked tokens into the

cigar-chomping founder of McKinsey and Company, was a

wet clay of the tablet. And then at some stage, some ancient

professor of accounting.

accountant decided that an all-purpose writing tool like a
stylus could be used instead. These layers of abstraction – a
commodity represented by a token represented by a written

and explicit written contracts: insurance, shares, mortgages

imitation of the impression of the token – had hidden the fact

and bank accounts depend on the ability to write things

that, deep down, the cuneiform had once been pictures of

down. These contracts – from the bullas of Mesopotamia

commodities. The world’s first writing wasn’t being used to

to the sophisticated financial instruments of 21st-century

compose poetry or send orders to distant armies – it was used

Wall Street – are fundamental to a complex society. It

for the world’s first written accounts.

simply wouldn’t be possible to organise city life without the

And since it is a small step from a record of payment to a
record of debt, writing was soon to produce contracts, too.
One clever trick was called a bulla – a hollow clay ball. On

ability to write receipts, purchase orders, debt contracts
and tax demands.
The citizens of Uruk could boast a remarkable set of

the outside was a contract written in cuneiform; on the inside

achievements: the first accounts, the first contracts, the first

were the tokens that represented the deal. The inside and the

debts with compound interest, the first mathematics and the

outside matched up, verifying each other.

first writing. But as the cliché goes, necessity had been the

It wasn’t long before the ancient accountants of Uruk

mother of invention: without these tools it would have been

gave us another world-changing idea: an abstract number

overwhelming to run a sophisticated economy, dealing with

system. Rather than recording ten goats as ten separate

a web of interdependencies between people who may never

goat indentations, use a symbol for ‘ten’ (it was a circle).

even meet. Writing was no gift from baboon-faced Thoth.

Quick on the heels of that came the first calculations of

It was a tool for getting an economy organised, and it was

compound interest.

developed by the world’s first accountants.

AB

In the modern world, most major financial transactions (and
many minor ones) are based on an abstract number system
Clay tablet from the 5,000-year-old city of Uruk, recording
a transaction of land for goods in cuneiform script

Tim Harford is a Financial Times columnist. His new book is
Fifty Things That Made The Modern Economy (Little, Brown),
also published in the US as Fifty Inventions That Shaped The
Modern Economy.
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Ethics

You’re fired
More CEOs are being forced out of office due to ethical lapses, according to a
recent survey by Strategy&. A far higher level of accountability is being demanded
Fall from grace

Big isn’t best

Firings for ethical lapses have been rising as a percentage
of all CEO successions, according to a report by consultancy
Strategy&. Its 2016 CEO Success study finds chief executives are
being held to far higher levels of accountability than in the past.

CEOs at large companies are more likely to be
ousted for ethical lapses than previously.
Percentage of Western CEOs in the US, Canada
and Western Europe forced out for ethical lapses

Percentage of dismissals for ethical lapses

2007-11

5.3%
2012-16

2007-11

3.9%

7.8%

2012-16

4.6%
3.3%

3.0%

2.4%

1.8%

Power of more than one

3.2%

0.8%

The share of incoming CEOs who also serve as chair of the board
at the world’s 2,500 biggest companies is declining:

■ Largest quartile ■ Third quartile
■ Second quartile ■ Smallest quartile
48%
2016

2002

10%

More information
See the Strategy& survey CEO Success at
strategyand.pwc.com/ceosuccess

Forced out
Although there is room for improvement, boards are getting better at planning smooth successions and bolstering corporate
governance. Over the last 10 years, the number of forced turnovers among the largest companies has dropped significantly.
2007–11
2012–16
2007–11
2012–16
2007–11
2012–16
2007–11
2012–16

27.2%

68.9%

Global

26.2%

72.1%

US and Canada

3.9%
15.0%

79.7%

80.9%
63.4%
68.0%

Western Europe

Brazil, Russia, India, China

69.7%

15.8%

32.4%

1.6%
3.3%
4.2%

26.1%

5.9%
3.6%

26.7%
83.2%

5.3%

8.1%

8.8%

■ Planned ■ Forced (other) ■ Forced (ethical)
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Ethics

Finding the right path

CPD

Should you pay a ransom to restore hacked data? It’s one of the new set of ethical
dilemmas thrown up by the digital age that accountants face – and must resolve

‘Technology may
have an impact
on the details, but
it doesn’t change
the importance of
being ethical’

36

Accounting and Business October 2017

GL_I_Ethics_PI_reportE_CPD.indd 36

07/09/2017 15:30

Ethics

in which we interact with each other, beyond all

T

compromise their ethical principles, half said the fundamental

recognition. A fundamental transformation of the

principle compromised was integrity; 44% said professional

workplace is under way, as automation and digitisation

behaviour; 42% said the principle of objectivity was at risk.

replace jobs, processes and tasks. This, as ACCA’s report

Dealing with stakeholders in government or the regulator

Professional accountants – the future points out, is driving

was cited most frequently as the source of ethical pressure by

significant change in the skills that accountants need if they

respondents in both business and practice. What is of concern,

are to continue to be effective in the workplace.

though, is that 41% did not report the incident.

echnology is changing our world, and the way

That research identifies ethics as one of the key skills needed

Of those accountants who had felt under pressure to

The report says that the reluctance of a substantial

by professional accountants for continued success – in fact,

minority of accountants to report incidents ‘may suggest

it predicts that ethics will become even more important

the need to explore whether there is sufficient support and

in the years ahead. But has our understanding of ethics
changed in a digitised world? Will the five fundamental ethical
principles set out by the International Ethics Standards Board
for Accountants (IESBA) – integrity, objectivity, professional
competence and due care, confidentiality, and professional
behaviour – remain relevant as we enter the machine age?
This is the question that a new ACCA report, Ethics and trust
in a digital age, addresses in detail. It revisits what it means
for the professional accountant to be ethical in a technologyled world. Using the results of a survey of more than 10,000
accountants and students across 158 countries, as well as

CPD

roundtable discussions with senior practitioners, the report
builds a clear picture of how ethics is valued and applied by
professional accountants every day, as well as the challenges
they face in practice.
The report finds that despite technology introducing new
ways of working, the majority of accountants around the world

The digital age brings new challenges such as the Petya
global ransomware virus that struck earlier in 2017

still see ethics as a very important attribute. Some 90% of

The hack challenge

those questioned agreed that ethical behaviour helps to build

The ACCA Ethics and trust in a digital age report imagines

trust in the digital age, while 95% of senior executives said

several examples of ethical dilemmas in a digitised workplace.

that an accountant’s ethical behaviour helps the organisation

One scenario is a ransomware attack, where an organisation

to build trust with internal and external stakeholders. ‘In other

finds that all its data has been deleted, and the hackers are

words,’ says the report, ‘technology may have an impact on

demanding a payment of 0.5 bitcoins to return it; the data has

the details one needs to understand in order to be ethical, but

not been backed up internally.

it doesn’t change the importance of being ethical.’

There is a challenge here to an accountant’s ethical principle
of objectivity, as the threat that the data will be misused

Ethical dilemmas

or destroyed might override their professional judgment;

The researchers asked respondents about their experience of

the right thing to do may be not to pay the ransom. And

dealing with ethical challenges at work. One in five (19%) said

whether or not the customer data is covered by contractual

they had personally felt pressure to compromise their ethical

confidentiality clauses, exposing it to unauthorised parties

principles in the previous 12 months. Nearly a quarter (24%)

may breach the accountant’s fundamental ethical duty

said they had seen behaviour within their own organisation

of confidentiality. For an internal auditor, the case raises

that compromised their ethics policy and standards, while 19%

issues of professional competence and care (are they aware

had seen instances of compromise within a client company

of developments in cyber attacks that could lead to the

(see graphic, page 39). Among the C-suite executives

organisation’s data being compromised?) and integrity

questioned, 43% said they believe from their experience that

(if patches were available to secure the system but were not

accountants act ethically at all times, but 47% said they had

installed, why were they ignored?).

seen accountants acting unethically from time to time.
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Ethics

The IESBA fundamental
principle most often seen as
being at risk of compromise
in the digital age is
professional competence
and due care. This may be,
says the report, a reflection
of the extent to which ethical
situations in a digital age can
present new information that
has not been seen before.
When asked if accountants
need to be better prepared
to deal with ethics in a digital
workplace, 53% of C-suite
Fred Goodwin, former CEO of Royal Bank of Scotland,
left the bank with an enhanced pension despite being at
the helm at the time of the bank’s crash in 2008

executives surveyed said
some improvement to their
skills will be needed (see

CPD

graphic opposite). They
encouragement to ensure that professional accountants feel

argued that while accountants have a generic understanding

able to report inappropriate ethical behaviour’. But it adds

of issues such as cyber risk, they may not have considered

that the context of each individual organisation is important:

how the organisation’s digital operations will evolve and the

‘“Speak-up” behaviours may flow more naturally when the

ethical issues this may pose in the future. A new Ethics and

culture is more aware and supportive of ethical conduct;

Professional Skills module for the ACCA Qualification replaces

in other words, forcing a policy may not always be the

the existing module in October this year (see the ACCA section

most effective method.’ Fewer than half of the accountants

in this edition). It has been designed to develop essential

questioned in the study said
they would be in favour of a
formal speak-up policy.

Protesters in Berlin demonstrate against Germany’s diesel
car industry (and its close ties with government), which is
under investigation by antitrust authorities over emissions

Impact of digital
To explore how digitisation
changes ethical dilemmas and
decisions that accountants
come across in their working
lives, the report considers
modern ethical situations
across six digital themes:

*
*

cybersecurity

*
*

big data and analytics

*

automation, artificial

platform-based business
models
crypto currencies and
distributed ledgers
intelligence (AI) and
machine learning

*

38

procurement of
technology solutions.

Accounting and Business October 2017

GL_I_Ethics_PI_reportE_CPD.indd 38

07/09/2017 15:31

Ethics

Ethically challenged

Ready for digital?

Respondents who observed behaviour in the past 12 months

C-suite executives’ views on whether professional accountants

that compromised ethics at their own organisation or at a client

in their organisation are ready for the digital age

53%

24%

19%

32%
15%
No improvement Some improvement

Own organisation

Client

ethical judgment and behaviour by exposing students to
realistic business situations.

required

required

Significant
improvement required

Overall, the message of the report is that while accountants
have the basic tools and skills to make the sound ethical
decisions that are so valued by employers and business,
the digital age will throw up new challenges. ‘Ultimately,’

So what are the responsibilities of accountants in encouraging

the report concludes, ‘ethics is about human behaviour –

and upholding ethical behaviour at work? It seems that

technology merely changes the context within which an ethical

the vast majority of accountants (more than three-quarters)

decision must be made.’ Even so, professional accountants

believe that upholding their own professional code is the

will need to develop a rounded skillset that complements their

priority – the approach that ‘ethics begins with me’. Two-thirds

technical capability – and the ethical quotient lies at its heart.

of respondents said that embedding ethical standards in

IESBA’s five principles will still provide the foundation

day-to-day procedures was the best way to contribute to the

for behaving ethically and instilling trust in a digital age.

organisation’s ability to uphold ethics.

Professional accountants will need to learn new information

Only about half of respondents, though, said that

CPD

Ethics begins with the individual

relatively quickly and apply their judgment to this information,

embedding ethics into the strategy of a business or the

often in situations they may not have experienced before.

business plan was the best way to contribute. This, says the

It will be important to have an open mind – recognising the

report, ‘may suggest a need to combine a procedural or

value of what has been learnt so far, but also understanding

tactical understanding with a wider view – something that

that this knowledge must be placed in the context of new

may become particularly important when looking ahead to

situations as they evolve.

AB

new or previously unseen situations in a digital context’. It is
particularly important to understand the underlying strategy
and purpose when it comes to new procedures that do not
have years of testing and understanding behind them, it
adds, such as when platform-based operations are adopted.
Taking a strategic view, argues the report, can help to reduce
unintended consequences.
Strong leadership was cited as the top area where support
is needed to promote ethics in organisations. This is essential,
as ethics depends on the tone at the top. It is also important
because, as automation of the workplace progresses, good
ethical judgment will become even more important for senior
decision-makers to ensure that ‘innovation is supported in a
way that does not compromise the right way of doing things’.

Liz Fisher, journalist
More information
For ACCA’s Ethics and trust in a digital age report and
further reading, go to bit.ly/ACCA-ethics
Read about ACCA’s new Ethics and Professional Skills
module at bit.ly/ACCA-EPSmodule
Read ACCA’s research insights into the future of the
profession at future.accaglobal.com
Get CPD units by answering questions on this article at
accaglobal.com/abcpd
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Lifting the carbon cloud
More systematic corporate disclosures about climate-related risks are needed to
improve investment capital allocation and speed up the shift to a low-carbon economy

H

ad Exxon Mobil reported its reserves differently in

have resulted in a different figure. It would transform investor

2016, investors might have taken a different view

perceptions if replicated across the whole oil and gas

of its future trajectory. The company had stated

sector. ‘If the company were to integrate climate risk into its

that its Kearl oil sands were reserves, but was subsequently

assessments, it would highlight that these assets show a high

ordered to debook them by the US Securities and Exchange

propensity to become impaired,’ he says. ‘They would have

Commission (SEC), the country’s financial regulator. A

been downgraded to a resource rather than a reserve, and this

major shift in the company’s disclosures ensued in March

problem would have been foreseen.’

2017, with proved reserves cut by 3.3 billion oil-equivalent

all its competitors, might follow if they acted this way, as

quantities of oil, such as those associated with the Kearl

recommended by the Task Force on Climate-Related Financial

oil sands operations in Canada, will not qualify as proved

Disclosures (TCFD), set up by the Financial Stability Board (FSB).

reserves at year-end 2016,’ Exxon admitted in October 2016.

TCFD’s final report was presented to the G20 group of major

According to Tarek Soliman, senior analyst at CDP, a notfor-profit charity that campaigns for global carbon disclosure,
the systematic consideration of climate-related risk would

40

A redirection of energy pathway, not just for Exxon but

barrels. ‘Under the SEC definition of proved reserves, certain

economies in July by Bank of England governor Mark Carney.
Classifying assets, liabilities and acquisitions under the lens
of climate-related risk would, according to TCFD, lead to

Accounting and Business October 2017

GL_I_Jeffries_CPD.indd 40

07/09/2017 14:21

more appropriate pricing of risks and allocation of capital in

The second major type of risk is physical risk due to

the context of climate change. This would work as a voluntary

changing weather patterns. These may have financial

initiative, helping speed the transition to a low-carbon

implications for organisations, such as direct damage to assets

economy, and shift the corporate

and the indirect effect of supply

perspective beyond immediate

chain disruption. Organisations’

concerns. In Exxon’s case, it might

financial performance may also

identify a potential stranded asset.
TCFD divides climate risk into two
categories: transitional and physical.
Policy, legal, technology and market
changes are all classified as transition
risks. Examples include policy actions
that promote adaptation to climate
change, such as governments’
carbon pricing mechanisms.
Technology transition risk includes,
for example, the development

‘If climate risk were
integrated into
risk assessments,
it would highlight
that oil sands
assets show a
high propensity to
become impaired’

of batteries that could affect the
competitiveness of industries such
as the automotive sector. Market risk is another transition risk,
in which supply and demand for certain commodities change
once suppliers start taking climate change into account.

availability and quality, and food
security, while extreme temperature
changes can affect premises,
operations, supply chain, transport
needs and employee safety.
However, TCFD also identifies
market opportunities, such as
resource efficiency and cost savings,
new products, diversification and
better resilience. Examples include
shifting consumer preferences, lowemission goods and services and

reduced water usage and consumption in agribusinesses.
But as Soliman observes, most industries are not reporting
in depth on these values-based assumptions. Oil and gas
Most of the economic costs associated with climate
change will result from shifts in the frequency of extreme
weather events, such as Hurricane Harvey in Texas
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Tar sands oil production has attracted heavy criticism
from campaigners because of its high carbon emissions
as well as its potential for polluting local water sources

be affected by changes in water
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companies are understandably among the least likely to
want to report through a channel that undermines their very
existence. But improvements have been made over the past

Norwegian oil company Statoil quantified the predicted
consequences for its balance sheet of a 2˚C rise in
temperature – a possible 6% rise in its net present value

decade as they have responded to demands for data on
historic greenhouse gas emissions. These disclosures have

ceased exploring the Burger prospect in Alaska. However, this

usually appeared in corporate responsibility statements.

is not explicit. Clarifying its decision, the company in 2015 said

The pressure, as expressed by TCFD, is now to disclose

it was due to ‘high costs associated with the project, and the

consistently for the first time in financial filings, and to look

challenging and unpredictable federal regulatory environment

much further into the future.

in offshore Alaska’.

TCFD’s recommendations require more in-depth information

Hence, some companies apply a carbon price to projects

rather than any innovative accounting. ‘It would change what

under assessment, but there is no evidence they screen

the directors are telling us in the strategic report but wouldn’t

out projects on this basis. ‘I have not seen a case where the

change [the structure of] the balance sheet and profit and

company has said: the project makes sense, but we are going

loss account,’ explains Russell Picot, special adviser to TCFD

to veto it because the carbon price is too high,’ says Soliman.

and former chief accounting officer at HSBC. In the case of

The TCFD report comes at a time of transition. Some of

hydrocarbons, categories such as reserves and resources in

the major players in oil and gas are talking about climate

strategic reports would be the numbers most likely to alter.

risk, others are not. Some are acting accordingly, others are

CPD

paying lip service. An obvious example of directional shift is

Mixed picture

Italian company Eni, which is increasing the share of gas in

Leaders have already emerged in this space, and the picture

its portfolio. In its 2015 annual report, it states: ‘Companies

is mixed. CDP finds Norwegian company Statoil the best

operating in energy business have to face challenges…such as

performer on carbon disclosure for the longer-term horizon in

climate change and a gradual decarbonisation process. In this

its 2016 study of the sector, In the Pipeline. Canadian company

context, natural gas represents an opportunity for a strategic

Suncor is listed as the worst of 11 major global oil and gas

repositioning, thanks to gas low-carbon intensity.’
But the task force wants more.

companies, and Exxon last but one.

If the corporate community

‘Statoil is the only company that
quantifies what a world with a twodegree Celsius temperature increase
would do to its worth,’ says Soliman.
Indeed, in its 2016 annual report,
Statoil states that the International
Energy Agency’s ‘450ppm scenario’,
compatible with that temperature
rise, ‘could have a positive impact
of approximately 6% on Statoil’s
net present value [NPV] compared
to Statoil’s internal planning
assumptions as of December 2016’.

‘Implementing TCFD
recommendations
would change what
the directors are
telling us in the
strategic report but
not the balance
sheet and profit and
loss account’

While most companies employ
conventional economic metrics

recommendations, balance sheet,
income statements and strategic
reports would most likely need
modifications, as Picot points out:
‘Including climate risk would sharpen
disclosures on the impairment of
cashflows arising from assets.’
Investors would be able to access
a scenario analysis for each major
sector. This would relate to a 2°C
temperature rise scenario as well as,
for instance, a scenario based on
nationally determined contributions

to justify decisions in financial filings, CDP finds they also

or a business-as-usual (greater than 2°C) temperature increase.

increasingly publish carbon pricing. This can be seen as

But the actual frameworks have yet to be shaped. ‘We need

another way to express or at least accept the risk of regulation

to see a period of experimentation. Three or four years down

on carbon emissions, and to test the company’s resilience

the road we could potentially be assessing what is useful in

in that light. Eight out of the 11 companies use an internal

the voluntary disclosures, and see it codified by institutions

carbon price, which ranges from US$22 to US$57 a tonne,

through, for example, stock exchange guidelines,’ says Picot.

while three (Chevron, Occidental and Petrobras) are silent on

42

systematically adopted its

However, he suggests that the most significant progression

the matter. As Soliman suggests, internal carbon pricing may

will be found in strategic discussions in financial statements.

have affected Royal Dutch Shell’s announcement that it had

‘This is not going to result in a huge data drop by companies
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but rather a thoughtful narrative description from board

carbon economy. This could mean that power demand in the

directors. It will hopefully be used as an engagement tool

transport, industry and services sector will rise as oil and coal

as well as a divestment tool,’ he says. A move towards less

are displaced.

carbon-intensive business models could result. However, Picot

In the very different international political environment since

declares: ‘We’re not saying they should alter their business

last year, opinion on climate risk might change. Clearly, there

model, but that the information needs to get out there so that

is more to this movement than a shift in reporting standards.

the market can decide.’

It is about using investor activism and peer group pressure to

Disclosures on climate-related risk have been improving,

nudge big carbon emitters away from fossil fuels. However,

but, as the Statoil case demonstrates, the view of risk is always

given the new US administration and the US withdrawal from

subjective. ‘The company had the previous year assessed a

the Paris Accord, the full-scale international adoption of TCFD

5% loss in NPV, so the 6% improvement estimated in 2016 was

suggestions may well be delayed.

AB

an interesting flip,’ Soliman points out. Arguably, the risks to
financial performance are considerable if a company moves
away from its traditional business model or abandons its store
of expertise. Shell’s announcement that it is to move into the
electricity market is an example of such a risk, and has been
attributed to its acceptance of the move towards a low-

Elisabeth Jeffries, journalist
More information
Get CPD units by answering questions on this article at
accaglobal.com/abcpd
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The art of persuasion
If you want something done in the workplace, you need to explain why it needs doing.
Our talent doctor Rob Yeung explains why it’s important to ask in the right way
Getting things done in the workplace
often involves persuading people to
do what we would like them to do.

Putting it in perspective
Watch Dr Rob Yeung’s video on how
to be persuasive at bit.ly/Y-persuasion

The reality, however, is that even quite
intelligent individuals often fail to do so

many employees, and even fairly

effectively.

senior managers, often do not properly

In a classic psychology experiment,

the team or wider organisation. It’s easy

her colleagues hired two research

to forget that other people do not have

assistants to wait near a photocopier in

access to all of the information that we

a library. When a member of the public

have – they are not telepathic.

approached the photocopier, one of the

thinking behind what we want people

photocopier first, using one of two scripts.

to do is not always enough. In particular,

CPD

when asking colleagues to engage in

assistant asked: ‘Excuse me, I have five

or support major projects or changes

pages. May I use the Xerox machine?’

that are not entirely to their liking, the

When asked this somewhat brusque

ethical approach must surely be to take

question, 60% of the members of the

additional time to seek their thoughts

public allowed the assistant to use the

and feelings on what we are proposing.

copying machine first.

This requires more effort on our

On other occasions, the research

part than simply giving people time to

assistant added a short explanation:

express their concerns and objections.

‘Excuse me, I have five pages. May I use

Even if we can only change minimally

the Xerox machine, because I have to

the details of a proposal or initiative,

make copies?’ In these instances, 93% of

we at least have a moral obligation to

the members of the public allowed the

demonstrate that we have heard what

research assistant to use the copier first.

they are saying.

Note that that second request is

44

However, simply explaining the

assistants rushed forward to ask to use the
On some occasions, the research

People are often
swayed more
by irrational desires
and their feelings
than by facts – by
their hearts as
much as
their heads

comprehend the overarching goals of

Harvard University’s Ellen Langer and

Researchers such as MIT investigators

somewhat tautological. Giving the

Emile Bruneau and Rebecca Saxe call this

explanation ‘because I have to make

process ‘perspective-giving’ – allowing

copies’ doesn’t make much sense – of

people to express their opinions but also

course the copying machine will be used

ensuring that they feel they have been

to make copies. However, the addition

properly heard. In practice, this means

of the word ‘because’ still boosted the

taking extra time to paraphrase what our

request’s persuasiveness.

colleagues have said using phrases such

This is a useful reminder that we must
take time to explain the reasoning
behind our requests. We may assume

as ‘I hear you are concerned that…’ and
‘I understand that you feel…’
Consider also that people –

– especially when we are busy – that

colleagues, clients or even financially

the rationale for a request is obvious.

savvy investors or shareholders – are

However, multiple surveys show that

rarely completely rational. A perfectly
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well-reasoned and logical argument

Dr Rob’s talent clinic

can still fail to win people over. Think of

Q

all the things people know that they
should do in life yet fail to do – eat
more vegetables, and avoid sugary

I work in a client-facing role
and, when I am not with clients,

I take full advantage of being able

foods, for example.

to work from home. As a result, I am

People are often swayed more

physically in the office only a handful

by irrational desires and their

of days a month. I am beginning to think that I am

feelings than by facts – by their hearts

losing out on opportunities because of my physical

as much as their heads. Political

remoteness. However, I am conflicted because I am much

scientist Costas Panagopoulos has
shown that people who were induced
to feel either the positive emotion of
pride or the negative emotion of shame
were more likely to take action than those
who felt merely indifferent.
Sometimes negative emotions such

more productive at home, plus it allows me more time with my

A

family too. How can I make the best of my situation?

Life involves many trade-offs. Working from home allows you to get more of
your short-term, day-to-day work tasks done, but you now recognise that this

may be affecting your long-term, year-on-year career progression. Even that little bit
more time spent at home with your family may be impacting your career.
You are the only person who can decide what trade-offs you are willing to make. It’s

as sadness or fear may provoke people

human nature to want everything. But the reality is that there are only 24 hours in the

to take action; at other times, positive

day. If you spend one hour doing any activity – whether that’s to do with clients, work

emotions such as hope or joy may be

administration or family – that means an hour less to spend on something else.

more appropriate. There is no formula

What matters most to you? Is career progression your priority? If the answer is yes,
then you may need to spend more time in the office to hear the latest news, gain

for best effect when trying to influence

access to interesting projects and build your profile within the organisation.

or persuade others. The larger point is

Even if career progression is not your number one priority, do plan how you spend

merely this: rely only on facts and logical

time in the office. Make a list of the most strategically important decision-makers

arguments and you will likely hamper

who have the largest say in your career. Don’t leave it to chance that you will meet

your chances of winning people over.

all of the right people enough times throughout the year. Schedule meetings with

Of course, having the means to

key individuals. Decide what you need to find out from them and what you wish to

change people’s minds does not mean

convey to them. Keep track of such meetings to ensure that your limited face-to-face

that it is always ethical to do so. Heavy-

time is as productive as possible.

handed influence and persuasion could
be viewed by others as manoeuvring or

Tips for the top

manipulation. Might is not always right –

As a psychologist, I get asked to run workshops on stress management. Remember

and deciding whether to influence others

that stress is not something that passively happens to you. Two people can face

is a choice you may need to consider

similarly heavy workloads and pressure from their bosses. One individual may feel

very carefully indeed.

stressed while the other may feel fine. Remember that your mindset and attitude can

AB
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that can tell us the right emotion to use

greatly affect the stress response. For example, try to distance yourself from negative
Dr Rob Yeung is an organisational

emotions. Whenever you feel stressed, name the emotion that

psychologist at leadership consulting

you are feeling. But don’t say ‘I am anxious.’ Say ‘I am

firm Talentspace: talentspace.co.uk

experiencing a feeling of anxiety.’ Yes, you may feel

More information
Dr Rob tweets @robyeung
If you have a question for the talent
clinic, email abeditor@accaglobal.com
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd

anxious. But saying ‘I am anxious’ implies that you are
defined solely by that negative emotion.
Or simply breathe. Sit or stand quietly and focus your
attention on the sensations of your breath as it enters
and leaves the body. When you notice other thoughts
entering your mind, nudge them gently aside. Use
this simple technique to provide yourself with a short
psychological respite when you feel under pressure.
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The digital rush
Organisations need to have a bold vision for digital change – and to make sure that
they have a culture that supports it, explains Alison Young in the first of two articles
‘Our digital agenda’. ‘Our digital

noted as the prize of yesteryear’s early

strategy’. While these phrases may

movers. Instead, this is profit simply

be part of nearly every corporate

to stay in the game, to survive. The

narrative at the moment, fast forward

message is clear: organisations need to

a few years and the word ‘digital’ will

get on with their digital changes, and

become completely redundant.

fast.

CPD

This is because digital will simply be

But before rushing to start the digital

another channel. Just as digital natives

transformation, organisations must

already see no distinction between

consider whether this process is in

the different ways that they consume

reality any different from a ‘regular’

content – online or elsewhere, it’s all

organisational transformation. There

just ‘stuff’ to them – so businesses will

is the same need in both for a clearly

follow. In a few years, we will all expect

articulated vision, accessible and

to consume any product or service in

authentic leadership, and transparent

some kind of digital form.

communication. No matter what type of

But there is some way to go. With less
than 40% of industries digitised, there’s
a lot of change still to come in the race

transformation, a leader and their team
need to communicate regularly the
trigger for the change, and the ways

to the digital ‘new normal’. And a race

in which the organisation needs to

it is, with speed being of increasing

respond. Creating a crisis around the

importance. Early movers in their

trigger, as every management textbook

industry peer group will be the ones to

advises, can help to kick-start action

make much better profit from digital

and keep the momentum going when

activities than the latecomers. But

energy begins to flag.

profit from digitisation is not
the super profit economists

Obsession with the journey
So far, so the same. But as the change

Changing room

effort turns its attention towards the
customer, the elements that make

How can corporate culture become a fully digital outfit? First, create awareness of

digital transformation different begin

what needs to change and how the company needs to operate in future:

to show through. Irrespective of the

*
*

Expose people at all levels to different technology and customer trends.

starting point of the digitisation – the

Consider partnerships with tech startups and more established tech companies

product or service itself, in marketing

and universities. It helps stimulate new thinking, builds confidence and creates

and distribution, with operational

excitement about what might be possible.

processes or with the supply chain –

Second, equip the organisation to implement the digital vision:

there needs to be an obsession with the

*

Buy (recruit), borrow (through hired consultants who share learning) and build

customer journey. This maps end-to-

(train and develop) the skills in your business.

end the different points of interaction

*

Bear in mind that, although there will always be people who won’t or can’t make

the organisation will have with its

it, with some confidence and skills building, even the most unlikely people can

consumers; targeting the top customer

become digital champions.

journeys will probably unlock the most
value in the shortest amount of time.
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But success will come from more than

need to be changes in the wider culture

two key attributes of a digital culture.

just digitising what happens currently;

and capabilities to support the new

Culture is key, named by CEOs as one of

the digitised customer experience will

efforts; without them, digital new growth

the biggest barriers to digital initiatives.

need to be enhanced.

will wither on the vine. Digitisation

There are a number of activities that

needs collaboration right across the

companies can embrace to help change

needs to be built, and agile software

organisation and any legacy silos will

the culture and ways of working (see

development will allow new

have to be eradicated. In addition,

box on page 46). But be quick: the race

software features to be tested and

the rapid release of software requires

is on. Leaders need to create a bold

launched quickly.

agile decision-making informed by a

vision based on where digitisation will

relentless focus on customer data. In

add the biggest value to the customer.

The user journey defines what

This is a shift from classic project

They will need to move fast in their

management and requires a highly

fact, analytics will need to play a larger

collaborative mindset as well as new

part in how resources are allocated

execution, taking steps at every turn

skills, roles and ways of working. Many a

at all levels.

to make sure that the organisation

leader’s eyes have rolled on first hearing

is equipped through its capabilities

Alongside these more tangible

and its culture.

about the need for a scrum master,

changes prompted by the journey

chief experience officer or head of trust.

to digital, there are some other less

As the appearance on the company’s

obvious – but equally important –

Alison Young is director of Leaders in

payroll of new job titles accelerates,

shifts that need to take place. The

Change @Leader_Insights

so does the separation of the digital

organisation will need to embrace those

transformation from a ‘normal’

who think a little differently and who

journey of change.
Beyond the teams working directly on

always done it like that’ will become
a block on iteration and innovation –

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

CPD

new digital products or process, there

perhaps challenge the norm. ‘We’ve

AB

Accounting for the Future

Registrations open in October for ACCA’s annual virtual global conference – your chance to gain
some CPD units and stay ahead of the curve on issues affecting financial professionals

On the agenda

*

What you need to know
about blockchain

*

Ethics for professionals in
the digital age

*

Get up to date on how tech
will affect your future

*

Trends in company
reporting, including
integrated reporting

*

ACCA advocates share their
experiences and ideas

*

Ready for new data
regulations?

More information
Once we’ve finalised the
agenda and opened the
event for registrations,
we’ll alert you on AB
Direct, your weekly email
bulletin, or you can check
at accaglobal.com/
accountingforthefuture
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The guiding force
David Parmenter looks at the missing link in management theory: critical success
factors. Too often managers do not put these above their team’s own priorities
arrival and departure of aeroplanes.

An organisation that does not know

I imagine King was not impressed,

its critical success factors is like a
football team that goes to the World

as everyone in the industry knows the

Cup without a goalkeeper, or at least a

importance of timely planes. However,

competent one.

the consultants pointed out that while

The term critical success factors (CSF)

British Airways might know that the

does not seem to be addressed by

timely arrival and departure of planes

some of the leading writers of the past

was a success factor, it had not been

30 years: Peter Drucker, Jim Collins,

separated out from all the other success

Gary Hamel, Tom Peters, Robert Kaplan

factors, and so staff members were

and David Norton all appear to ignore

trying to juggle too many things.

their existence. Yet, to my mind, this is a

With this CSF identified and isolated,
it was a relatively short step to find
the appropriate measure that would

For a CEO to steer
the ship, everyone
needs to know the
journey. Employees
should know what
makes the ship sail
and what to do in
difficult weather

missing link in management theory.

transform the organisation. Was it timely

teams are often working in directions

planes or late planes? Analysis would

very different from the intended course.

have pointed them quickly to selecting

This mayhem stems from a complete

planes that are late over a certain time.

lack of understanding of their CSFs.

I believe the main purpose of

While most organisations know their

performance measures is to ensure

success factors, few organisations have:

that staff spend their working hours

*

worded their success factors

focused primarily on the organisation’s

appropriately

critical success factors. So unless the

*

segregated success factors from

operational CSFs are ascertained,

strategic objectives

managers, in their own empire, won’t

*

sifted through the success factors to

have what is important to them

find the ones critical to them

embedded in the way things are done.

*

communicated the CSFs to staff.

Many counterproductive activities will

If the CSFs are clarified and

occur based on the false premise: ‘What

to be done well, day in, day out, by all

communicated, staff will be able to

is important to me is important to the

staff. Many organisations fail to achieve

align their daily activities closer to the

organisation’.

their potential because they aren’t clear

strategic direction of the organisation.

CSFs are operational issues that need

about the more important things that all
staff should be focusing on.
This lack of clarity means that staff

48

Even though a strategy is in place,

One successful CSF example

For a CEO to steer the ship, everyone
needs to know the journey. Employees

centres around former British Airways

should know what makes the ship sail

chairman John King, who set about

and what to do in difficult weather.

AB

will often schedule their work around

turning the airline around in the 1980s.

their team’s priorities rather than

King appointed some consultants

David Parmenter is a writer and

around the organisation’s priorities,

to investigate and report on the key

presenter on measuring, monitoring and

that performance measures are

measures he should concentrate on

managing performance

often meaningless, and that many of

to revive the fortunes of the ailing

the reports that are prepared serve

company. They reported back that he

no purpose.

needed to focus on one CSF: the timely

More information
davidparmenter.com
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Full disclosure?
The IASB is developing new – and clarifying existing – guidance in response to
concerns about disclosure in financial statements. Adam Deller explains
Watch and learn

The central theme for the International

See videos by Jane Fuller on
the IASB’s materiality practice
statement and its project on better
communication in financial reporting,
at bit.ly/ACCA-playlist

Accounting Standards Board’s (IASB)
work over the next five years is better
communication in financial reporting.
It has identified three main concerns
about disclosures in the financial
statements:

*

Not enough relevant information,

contents of the discussion paper and

leading to inappropriate investing

the questions raised by the IASB.

or lending decisions.

*
*

Effective communication
The IASB has identified seven principles

reduce the understandability of

of effective communication, stating that

financial statements.

information contained within financial

Ineffective communication,

statements should be:

which can also reduce the

*
*
*
*
*
*
*

understandability of financial
statements.
In response to this, the IASB has drawn
up the disclosure initiative, which has
two aims: to develop new principles of
disclosure and guidance, and to clarify
the existing principles.
The disclosure initiative covers a
whole suite of projects, rather than
being one piece of work. It is heavily
linked in with the current materiality

The disclosure
initiative covers
a whole suite of
projects rather
than being one
piece of work

entity-specific
clear and simple
free from unnecessary duplication
in an appropriate format
comparable
linked to relevant information
organised to highlight important
matters.

It believes that information tailored to
the individual entity should be more
relevant than generic disclosures. This
could potentially clash with the sixth

implementation projects and the work

principle of comparability, which is

being undertaken on the Conceptual

where judgment must be exercised by

Framework and Primary Financial

preparers to strike that balance.

Statements project.
Alongside all of this, the IASB

The IASB also believes that
information does not need to be

released a discussion paper in March

duplicated across various parts of the

2017 looking specifically at the

financial statements and annual report.

principles of disclosure. The ultimate

Instead, it could be linked to other

result of the disclosure initiative is likely

parts of the annual report if they are

to be either the issue of a new general

disclosed there. And they believe that

disclosure standard, or amendments

communication should be clear, stating

to IAS 1, Presentation of Financial

that lists and tables may be more useful

Statements, which currently covers
general disclosure requirements.
Here’s a look at some of the key

than ordinary narrative.
The discussion paper asks if these
principles should be mandatory within
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Irrelevant information, which can
obscure relevant information and
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an accounting standard or included

distinction between ‘IFRS information’,

within education material.

required for compliance with IFRS
Standards and ‘non-IFRS information’,

Role of financial statements

and has opened up the discussion as

Currently IAS 1 states that a complete

to where this information should be

set of financial statements comprises

included.
Of course, IFRS information will

the statement of financial position;
the statement of profit or loss and

generally be included within the

other comprehensive income; the

financial statements, with non-IFRS

statement of changes in equity; and the

information included in other parts

statement of cashflows. It also comprises

of the annual report. The IASB notes

significant accounting policies and other

that improvements can be made to

explanatory information, in the notes.

provide further guidance and remove
duplication.

Following feedback, entities perceive

It is looking to clarify that information

that the information contained in the
complete set of financial statements

necessary to comply with IFRS can

used to be used more frequently and be

be provided outside of the financial

subject to more scrutiny from users than

statements as long as it is provided in

the information in the notes.

the annual report, its location makes the
annual report more understandable, and

To address this, the IASB proposes to
specify that the statements covered in

CPD

the financial statements are the ‘primary
financial statements’. It has also included
a suggested definition of the role of the
primary financial statements, which is to
provide a structured and comparable
summary of the entity’s assets, liabilities,
income, expenses and capital.
Clarifying the distinction between

The IASB is
seeking to make
the distinction
between ‘IFRS
information’
and ‘non-IFRS
information’

is identified in the financial statements by
means of a cross-reference made in the
financial statements.
This is consistent with principles
already established in more recent IFRS
Standards, such as IFRS 7, Financial

Instruments: Disclosures, which explicitly
mentions that disclosures need not be
duplicated in the financial statements if

the primary financial statements and

they are included in the annual report

the notes seeks to emphasise the fact

and cross-referenced.

that users initially study the primary

In addition, the IASB is discussing

financial statements and use this for

whether non-IFRS information can be

comparison with other entities. A key

included within the financial statements.

role of the notes is commonly accepted

This could include items such as

to be to provide further explanation of

performance measures if they are clearly

information contained within the primary

explained, stating why the information is

financial statements.

useful and has been included.

In light of this, the IASB’s preliminary
view of the notes is that their role

Performance measures

is to provide further information to

Entities use a variety of performance

disaggregate or explain the items in

measures in their financial statements,

the primary financial statements and

and most users support entities

to supplement the primary financial

having some flexibility in presenting

statements with other necessary

these. However, a number of users

information.

have expressed concerns over some
performance measures. These concerns

50

Location of information

included that calculations are not

The IASB is seeking to make the

explained by the entity; it is difficult to
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compare, as entities calculate items

developing requirements:

financial statements, and that relate

differently; and there is inconsistent

*

to material items, transactions

classification of items as unusual or
infrequently occurring.

use of measures in the statement(s) of

or events

incidentally related to the entity’s
ordinary and typical activities, given

Most of the concerns around
performance measures relate to the

Unusual: highly abnormal and only

the environment in which it operates.

*

*

Category 2: policies not in category
1 but that relate to items in the

Infrequently occurring: not

financial statements that are

reasonably expected to recur in

material in size or nature

financial performance, and the board is

the foreseeable future given the

focusing on two areas:

environment in which an entity

a) when presentation of earnings

operates.

*

Category 3: any other accounting
policies applied by the entity.

The board’s view is that category 1 and

before interest and taxes (EBIT) and/

These definitions could start a debate

2 items must be disclosed in the notes,

or earnings before interest, taxes,

around terms such as ‘foreseeable

whereas it is unnecessary to disclose

depreciation and amortisation

future’. The IASB asks respondents to

policies contained within category 3.

(EBITDA) in the statement(s) of

comment on whether people agree with

The disclosure initiative is wide-

financial performance can be
considered a fair presentation in
accordance with IFRS Standards

Expenses classified by nature

b) whether to provide guidance on
Statement of profit or loss (by nature)

infrequently occurring items.

Revenue

X

Change in inventories of finished goods and work in progress

(X)

Raw materials and consumables used

(X)

fair presentation if the expenses are

Employee benefits expense

(X)

classified by nature – see table (right).

Other expenses

(X)

Under (a), the IASB’s preliminary view
is that showing EBITDA as a subtotal
in the statement of profit or loss is

The IASB believes that fair

EBITDA

X

Depreciation and amortisation expense

(X)

would potentially be confusing due to

EBIT

X

depreciation and amortisation being

Interest

(X)

Profit before tax

X

presentation is unlikely if entities
classify expenses by function, as this

included within categories such as cost
of sales or administrative expenses,

CPD

the presentation of unusual and

rather than being shown separately.
Whether an entity analyses expenses
by function or nature, the IASB deems

the proposal to develop these definitions

ranging, and attempts to bring clarity

that showing EBIT as a subtotal would

and identify requirements for presenting

and consistency to disclosures. The IASB

result in fair presentation and so would

such events in the financial statements.

hopes to maintain the use of judgment

be acceptable under either method.
As for (b), there has been much

from entities while not compromising

Accounting policies

comparability between entities.

debate here. Many users feel separate

Some users feel that the accounting

presentation or disclosure of unusual or

policies section of financial statements

infrequently occurring items is helpful

is often long and unhelpful, making

in decision-making. However, there

it difficult for users to identify which

Adam Deller is a financial reporting

are concerns that entities are applying

policies are important and which less so.

specialist and lecturer

unusual or infrequently occurring items
inappropriately and/or inconsistently.
Based on a previous staff paper,
the following definitions are to be
taken forward as a starting point for

The IASB has identified three
categories of accounting policy:

*

Category 1: accounting policies
that are always necessary for
understanding information in

The deadline for comments on the
discussion paper is 2 October 2017.

AB

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a roundup
of the latest developments in audit, financial reporting, tax and law
Audit

and would apply to financial years

are drivers for those stated values,

beginning on 1 January 2017.

behaviours and culture.’

Co-operatives and
community benefit societies

December 2017 accounts will need

highlights that ‘a critical part of

The Statutory Instrument containing the

to consider the changes as the FRC

understanding an entity’s business

new audit limit thresholds is expected

highlights that the enhanced guidance

model is understanding its sources

to come into force from 1 April 2018.

will be regarded as best practice for all

of value, being the key resources

This would see an increase in the

entities and aims to:

and relationships that support the

audit thresholds for co-operatives

*

‘reflect changes arising from the UK

generation and preservation of value. In

implementation of the non-financial

identifying its key sources of value, an

reporting Directive;

entity should consider both its tangible

enhance the linkage between

and intangible assets and consider

section 172 [“Duty to promote

those resources and relationships

and Community Benefit Societies Act

the success of the company”]

that have not been reflected in the

2014 would be amended as follows: in

and the purpose of the strategic

financial statements because they do

paragraph (a), for ‘£2,800,000’ substitute

report; and

not meet the accounting definitions

make targeted improvements

of assets or the criteria for recognition

to certain areas of the guidance

as assets. This information may

to reflect key developments in

provide insight into how the board

corporate reporting.’

manages, sustains and develops these

and community benefit societies to

Those companies preparing

the same thresholds that exist for
companies. The change in the draft SI
is that section 84(1) of the Co-operative

‘£5,100,000’; in paragraph (b), for
‘£5,600,000’ substitute ‘£10,200,000’.

*

*

More at bit.ly/gov-cons-thresh.

Reporting

There are significant updates, with a
new paragraph 7.10 stating that the

The ‘sources of value’ addition

unrecognised assets.’
To assist users there are examples

FRC Strategic report

section of the report concerning the

and also ‘encouraged content element’

The Financial Reporting Council (FRC)

entity’s strategy ‘should also explain

paragraphs. Early review of these new

has issued a consultation on proposed

the values, behaviours and culture that

additions for those preparing a strategic

changes to its guidance, stressing that

the entity seeks to uphold. The strategy

report for December 2017 financial

this is not a fundamental review. The

should explain how the financial and

statements is advisable.

consultation is open until 24 October

non-financial objectives of the entity

See bit.ly/frc-draft-SR.

The Financial
Reporting Council
has issued a
consultation on
proposed changes
to guidance
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Tax
FRS 105: tax implications
Although FRS 105 states that it only
applies to companies, qualifying
partnerships (as defined in Partnerships
(Accounts) Regulations 2008) and limited
liability partnerships that choose to apply
the micro-entities regime, HMRC has
stated in its tax implications document
that it will generally accept calculations
of profit for unincorporated businesses
prepared under FRS 105 if they meet the
size criteria to apply FRS 105.
This tax implication document is
aimed at businesses paying corporation
tax or income tax. It considers the tax
treatment for differences HMRC sees as
existing between FRSSE and FRS 105. It
also highlights the transitional rules and
re-emphasises the difference between

software to support the entry of

Individual Exclusions for online filing –

a change in accounting policy and

£0.01 in ‘Losses in the year’ (box 7).

2016/17, taxpayers have the option to

For both ‘Gains in the year, before

revert to paper filing up to 31 January.

losses’ (box 17) and ‘Losses in the

A reasonable excuse claim should

highlighted is the treatment of

year’ (box 19) on the Capital Gains

accompany the paper return when

holiday pay accrual. The guidance

section, it is permissible for the

relying on this.

does acknowledge that the treatment

software to support the entry of

hasn’t changed but that it is an area

£0.01 in ‘Losses in the year’ (box 19).

rate adjustments.
As an example, one of the areas

that is worthwhile rehighlighting. It

*

*

You can find the latest version of the
exclusions at bit.ly/SA-tech-spec.

For both ‘Gains in the year, before
losses’ (box 26) and ‘Losses in the

Probate consultation

1 CTA 2009 (for corporation tax)

year’ (box 27) on the Capital Gains

ACCA has been an approved

and sections 36 to 37 ITTOIA (for

section, it is permissible for the

regulator for the reserved legal

income tax), both of which allow for

software to support the entry of

activity of probate in England and

a deduction if the accrued amount

£0.01 in ‘Losses in the year’ (box 27)

Wales since 2009. As part of the

For both ‘Gains in the year, before

process to authorise members and

losses’ (box 34) and ‘Losses in

firms to undertake probate work,

the year’ (box 35) on the Capital

practitioners were emailed in August

Gains section, it is permissible for

requesting that they respond to a

Self-assessment filing

the software to support the entry

consultation on the draft application

The preferred Exclusion 60 capital

of £0.01 in ‘Losses in the year’

that would be submitted to the

gains workaround for taxpayers who

(box 35).

Legal Services Board (LSB). This is part

simply references Part 20 Chapter

is paid/used within nine months of
the year end.
Read the guide at bit.ly/frs105-guide.

*

are required to fill in the capital gains

The workaround should result in no

of the process of gaining approval

section, but where there is no overall

additional tax due, as £0.01 will be

from the LSB for ACCA. As highlighted

gain or loss, is to enter the following on

regarded as zero in the tax calculation.

in the email, the draft application

the SA return:

HMRC has approved the workaround

provides a comprehensive overview

*

and notified software developers.

of the regulatory framework and

For both ‘Gains in the year, before
losses’ (box 6) and ‘Losses in the

Although HMRC would prefer

processes, including aspects relevant

year’ (box 7) on the Capital Gains

online filing, for some of the software

to probate activities. It explains how

section, it is permissible for the

issues highlighted in Self-Assessment

ACCA will authorise individuals and
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firms to carry out probate work, and the

Further updates

of a transaction are either ancillary

regulatory and disciplinary procedures

You can find information on the Finance

to a dominant element or are

necessary to meet the requirements

Bill and clauses. The consultation is

working together to create a whole’.

of the Legal Services Act 2007 and

open until 25 October. You can also

However, it is stated that the answer

the LSB.

find updates on simple tax returns and

‘will always depend on the facts of

dynamic coding. We would welcome

each case’. Clearly, there could be

comments at 5pm on 9 October, states

your views at supportingpractitioners@

the possibility of multiple supplies

that ACCA will consider all feedback

accaglobal.com.

in the case highlighted. This is

The consultation, which closes for

acknowledged in VATSC80400

received by the deadline. ACCA
aims to submit the final application

VAT supplies

where the guidance also points out

to introduce approved regulator

In VAT Notice 714: zero rating young

where the courts have ruled that

arrangements for probate activities to

children’s clothing and footwear,

multiple supplies do exist. It states

the LSB in the autumn.

sections 8 and 9 reference multiple

that ‘the following indicators were

Once the consultation closes,

supplies. Paragraph 9.3, Hire or loan

present in cases where the courts ruled

to help members prepare for the

of children’s clothing and footwear,

there were multiple supplies:

course they will need to undertake,

highlights that: ‘The separate supply

i)

ACCA will make available updated

of ice-skates, roller skates and ten-

ii) The view of a typical consumer is

versions of the probate factsheets.

pin bowling shoes is also eligible for

that they are buying two or more
distinct and independent supplies.

The suite of factsheets starts with

iii) The terms of the contract and

‘What to do when someone dies’,

“economic reality” indicate more

with others looking at administration

than one supply.

of estates, taxation, calculations,
forms required and distributions

HMRC has revised
its policy on the
definition of
personal care
when applied to a
new building

to beneficiaries.
‘What to do when someone dies’
begins with taking instructions,
announcing the death, organising
the funeral and conducting the initial
interview to ascertain the type of
probate applicable. The various types

iv) The intention of the legislation.’
You can find the manuals at bit.ly/VATsupply.

Zero-rating
Revenue and Customs Brief 2/2017:
VAT on care homes and hospitals
highlights the decision of the first-

of probate are explained in detail, the

tier tribunal in Pennine Care NHS

legal consequences are explained and

Foundation Trust and a change in

the possible pitfalls pointed out. There

HMRC policy. HMRC has revised

is a complete set of model working

the relief in accordance with the size

its policy on the definition of

papers and a glossary of legal terms in

criteria for footwear in paragraph 4.3.

personal care when applied to a new

the appendix.

However, if you charge a single price

building. HMRC accepts that besides

for admission that also includes the

providing for lengthy periods of

available by request and will be

loan of footwear, you must consider

residence, ‘personal care’ in a care

free to practitioners who email

your supply in the light of the guidance

home may also involve a high level

supportingpractitioners@accaglobal.

on single and multiple supplies

of medical treatment. A treatment

com. Please include your membership

in VATSC80000 Single and multiple

centre incorporated within a care

number, firm and ‘probate factsheets’ in

supplies and in VAT Notice 700: the

home and used at least 95% of the

the subject line. Members undertaking

VAT guide.’

time by the residents of that home

The probate factsheets will be

work in a personal capacity can obtain

HMRC’s general approach in

will qualify for zero-rating. Businesses

extracts from the factsheets and should

VATSC80400 is that ‘in cases where

may be able to recover VAT paid

include their name, membership

a transaction consists of more than

on supplies that would have been

number and ‘probate factsheets

one element, there is likely to be

eligible for zero-rating under the

extracts’ in the subject line.

a single supply in the majority of

revised policy.

More at bit.ly/ACCA-prob-draft.
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There is more than one supplier.

situations because most elements

More at bit.ly/gov-rc-briefs.
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Export

UK Brexit secretary David Davis (l)
and Michel Barnier, chief negotiator
for the European Union

Business risk and opportunity
The Department for International Trade
has updated a number of its business
risk suite of publications for many
countries around the world. You can find
them at bit.ly/gov-risk.
The Exporting country guides are
a series of detailed guides to assist
businesses that are interested in
developing their overseas trade and
contain sections that consider start-up,
legal, and tax and customs issues. The
guidance can be seen at bit.ly/dit-guides.
FCO Political and Economic Updates
provide information for UK businesses

Article 50 papers available

on how to identify opportunities and

UK government papers published in advance of formal negotiating rounds with the

guard against political and economic

European Union to inform discussion can be found at bit.ly/gov-art50-neg. These

risks when trading overseas. More at bit.

include plans for arrangements on data protection that will be introduced as part

ly/os-bus-risk.

of the General Data Protection Regulation, which businesses will be required to

IP protection abroad: country guides
for exporters are also available. These

have in place in May 2018 (see AB, July/August 2017). You can follow the European
Commission commentary at bit.ly/ec-brex-neg.

provide general information about
intellectual property (IP) and guidance
on how to apply these principles in the

informing clients of the change. The

Criminal Finances Act 2017

key markets throughout the world. They

terms and conditions change inserts

The Criminal Finances Act 2017 makes

describe the issues you may face with IP

new wording, replacing the paragraphs

the legislative changes necessary to

infringement, offer advice on how you

on the Money Laundering Regulations

give law enforcement agencies and

can effectively tackle these and provide

2007 with the Money Laundering

partners new capabilities and powers

links to sources of further help. You can

Regulations 2017 paragraphs.

to recover the proceeds of crime, and

find them at bit.ly/IP-country.

The engagement letters also contain
a number of pro forma client policies

Law

to tackle money laundering, corruption
and terrorist financing.

that practitioners can amend. As

Part 3 of the Criminal Finances

stated above, the standard AML policy

Act 2017 is entitled Corporate

Engagement letters

provided as part of the engagement

offences of failure to prevent

In August, all practitioners who had

letter suite has been replaced to reflect

facilitation of tax evasion. Section

purchased the ACCA engagement

the Money Laundering Regulations

47, which relates to the publishing

letter suite were emailed with

2017. It will be further updated to

of government guidance, came

amendments to incorporate money-

reflect final changes to the current

into force on 17 July. The remaining

laundering regulation changes.

CCAB draft guidance and any changes

provisions of Part 3 came into force on

The changes were to the terms and

to ACCA rules. ACCA will email future

30 September 2017.

conditions, the letter to prospective

engagement letter changes to users and

clients and timetable, and the anti-

will publish notifications online, in AB

partnerships are criminally liable if they

money laundering (AML) policy.

and In Practice when changes occur.

fail to prevent the facilitation of tax

The email highlighted that the

You can find details of the

From 30 September, companies and

evasion by either a member of their

terms and conditions change can be

engagement letter product, updates

staff or an external agent. This is even

sent out to clients as part of a full

and how to contact ACCA at bit.ly/

the case where the business was not

set of revised terms or in an email

ACCA-letters.

involved in the act or was unaware of
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*

where the person acting for or

and supplier review. These measures

on behalf of the relevant body

should be, as with the AML regime,

inadvertently or negligently

proportionate to risk and a written

relevant bodies have reasonable

facilitates the taxpayer’s fraudulent

assessment and record of actions taken

procedures to prevent those acting

evasion of tax.’

should be retained.

it. A prosecution could lead to both a
conviction and unlimited penalties.
The act is about ensuring ‘that

for or on their behalf from criminally

Business should be able to demonstrate

The draft guidance issued by the

facilitating the fraudulent evasion

that they had implemented reasonable

government suggests that the steps

of tax, when acting in that capacity’.

prevention procedures. Smaller

expected of smaller businesses in low-

The explanatory note to the act also

businesses within regulated sectors

risk sectors could include that they:

states: ‘The new offences do not make

(practitioners) may not see many

companies responsible for the crimes

changes from the existing safeguards

of fraud or fraud “red flags” when

of their customers (unless those who

that they have in place to combat

undertaking the risk assessment.

act for or on behalf of the company

bribery and corruption and money

For example:

criminally facilitate such crimes). Nor are

laundering, and to comply with

the new offences committed:

Professional Conduct in Relation to

*

*

where the taxpayer engages in

Taxation requirements. However, they

to review their files, or are overtly

aggressive avoidance falling short

will need to undertake a risk assessment

defensive over client relationships?

of fraudulent evasion or is otherwise

of the services they offer, a review

non-compliant

of their internal systems and a client

‘Consider some of the hallmarks

*

Are there staff who refuse to take
leave and do not allow anyone else

Do existing processes ensure
that for higher risk activity at least
a sample of files are routinely
reviewed by a second pair of eyes?

Auto-enrolment extended

Then consider tailoring existing

As previously highlighted, from October new employers, which will include all

processes and procedures accordingly

new limited companies, will have instant pension duties and obligations. These

to prevent and detect potential tax

businesses will need to put pension plans in place. Advisers should update new

evasion facilitation – this could include:

company checklists for the requirements and consider using the new online suite of

*

information and tools made available by the Pensions Regulator.
It is important to remember that even those businesses with no employees in

Having a commitment to preventing
the involvement of those acting on
the relevant body’s behalf in the

a pension scheme will still have a legal requirement to complete a declaration of

criminal facilitation of tax evasion,

compliance online within five months of their duties start date.

which might be demonstrated

You can find the guidance at bit.ly/tpr-auto-enr.

by issuing a prominent message
from the board of directors (or the
leadership team) against all forms of
tax evasion

*

An overview of its strategy and
timeframe to implement its
preventative policies.

*

Having terms in contracts (with
employees and contractors)
requiring them not to engage in
facilitating tax evasion and to report
any concerns immediately

*

Providing regular training for staff
on financial crime detection and
prevention

*

Having clear reporting procedures
for whistle-blowing of suspected
facilitation

*
56

Ensure their pay and bonus policy/
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The Office
of Financial
Sanctions
Implementation
has updated
the Guide to
Financial Sanctions

*
*

structure encourages reporting and

board reviews its own performance and

financial sanctions. All businesses,

discourages pursuing profit to the

that of individual trustees, including the

organisations and individuals have an

point of condoning tax evasion

chair. This happens every year, with an

obligation under financial sanctions

Monitoring and enforcing

external evaluation every three years.

regulations to report information. The

compliance with prevention

Such evaluation typically considers the

regulations change the enforcement

procedures

board’s balance of skills, experience

powers available. Previously,

Having regular reviews of the

and knowledge, its diversity in the

enforcement action could only be

effectiveness of prevention

widest sense, how the board works

taken against firms or people in the

procedures and refining them

together and other factors relevant to

regulated financial services sector who

where necessary.’

its effectiveness.’

failed to report. The extended powers

Certain recommendations apply

The act also contains a number of

broaden enforcement to the following

powers for regulators and allows for

both to smaller and larger charities: for

business areas:

regulated firm sharing of information,

example, the apply-or-explain principle

but certain sections of the act apply

where a trustee has served over nine

to different territories in the UK. These

years. For both, the recommendation

are contained in Annex C – Territorial

is: ‘Trustees are appointed for an

extent and application in the United

agreed length of time, subject to any

Kingdom in the Act.

applicable constitutional or statutory

*
*
*
*
*
*
*
*

Guidance and the act can be found at
bit.ly/ACCA-advisory.

provisions relating to election and
re-election. If a trustee has served
for more than nine years, their

auditors
casinos
dealers in precious metals or stones
estate agents
external accountants
independent legal professionals
tax advisers
trust or company service providers.

The European Union Financial

Charity governance code

reappointment is

Sanctions (Amendment of Information

ACCA’s Charity Finance conference

*

subject to a particularly rigorous

Provisions) Regulations 2017 can be

review and takes into account the

found at bit.ly/eufs-amend.

takes place on 10 October and opens

The Office of Financial Sanctions

with a session on good governance.

need for progressive refreshing of

The Charity Governance Code has been

the board

Implementation has updated the

explained in the trustees’

Guide to Financial Sanctions to help

annual report.’

individuals and businesses understand

laid out with recommendations for
larger and smaller charities, making use
by both easier.

*

what they should report and when.

More at bit.ly/ACCA-cf-conf.

All affected businesses are encouraged

One of the most talked-about
recommendations is that larger charities

Financial sanctions

to review their responsibilities as, non-

will have an external evaluation of the

The government has extended powers

compliance could lead to a monetary

board’s effectiveness every three years.

to act against those who don’t report

penalty or criminal prosecution. See bit.

The code recommendation states: ‘The

information that could undermine UK

ly/gov-fin-san.

AB
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All change
IFRS 17 will present many challenges for insurance companies. Dermot O’Hara FCCA
outlines some of the issues facing companies in preparing for the new standard
To understand the impact on your

This new accounting standard
for insurers, published in May,

company you will need to review

establishes principles for recognition,

all of your existing contracts, their

measurement, presentation and

terms and conditions, and economic

disclosure for insurance and

substance. For example, certain

reinsurance contracts, and investment

participating contracts may fall into the

contracts with discretionary

variable-fee approach, but others may

participation features provided the

be classified as indirect participating

entity also issues insurance contracts.

contracts and require the building-

IFRS 17, Insurance Contracts, is

block approach.

a significant change to accounting

If contracts have separate insurance

requirements and will require companies

components (such as embedded

to change their financial reporting

derivatives and investment

processes and systems, actuarial models,

components), then these will need to be

financial statements, and business
planning and forecasting models.
The key to a successful transition
involves engaging with all stakeholders,
putting a project implementation
plan in place and developing an early
understanding of the key issues.
First, you need to understand your
insurance contracts. The general

Its successful
implementation
will require close
collaboration
between finance,
actuarial and
IT functions

unbundled. You will also need to assess
contract boundaries. The definition
of contract boundaries under IFRS 17
generally starts with the earlier of the
start of the coverage period or the first
premium payment and continues until
the contract expires.
Solvency II defines contract
boundaries as the point where an

consensus is that the project will be

insurer can terminate the contract,

more complex for life insurance and life

refuse to accept a premium or amend

reinsurance companies than non-life

the benefit or premium without limit.

companies, as non-life companies will

As a result, some non-life insurance

typically be able to apply the premium-

contracts, for example, are potentially

allocation approach. However, this will

recognised as 13-month contracts under

not be the case universally.

Solvency II, but as 12-month contracts
under IFRS 17.

Brexit implications for IFRS 17

Groupings and data

The UK has adopted IFRS as the standard for publicly quoted companies. Other

The contract grouping in IFRS 17 is

UK companies have the option of using either IFRS or FRS. Accounting standards

different from the current standard.

in the UK are issued by the Financial Reporting Council (FRC). It is possible that the

While companies will continue to

FRC will not adopt IFRS 17 for non-publicly quoted companies, potentially leading

group contracts into portfolios with

to divergences in the financial reporting of UK insurance companies. If the UK has

similar risks that are managed together,

left the EU prior to endorsement by the European Financial Reporting Advisory

there are additional requirements

Group (EFRAG), the UK’s adoption period may be later, as the FRC may have to

in IFRS 17. These are that contracts

review the standard separately from EFRAG.

should be grouped into those that are
issued in the same 12-month period

58
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and should be split into a minimum

this potential impact when making

of three separate profitability groups

decisions around dividends and capital

(onerous at recognition, no significant

during the implementation period.

possibility of becoming onerous

Early implementation of IFRS 17 will

when assessed at recognition, and

enable companies to apply the new

remaining contracts).

accounting standard to their financial

This enhanced contract grouping

planning cycle, which will provide

presents big challenges for life

valuable insight into their projected

insurance companies. Life insurers

profit and financial position before 2021.

have complex actuarial models for

Depending on the impact,

projecting forward expected future

companies may have to consider

cashflows, using assumptions for future

redesigning the features of some

expected experience (eg investment

of their products. They should also

returns and mortality rates) and

consider any potential taxation impacts

discounting the cashflows to current

on transition and the interaction with

terms to calculate the liability. The

IFRS 9, Financial Instruments. Early

2017

data used in these models is typically

engagement with the company’s auditor

May: IFRS 17 published

not currently split using the 12-month

on approaches adopted is essential to

grouping requirement.

achieve a successful implementation.

IFRS 17 timeline

2018

Companies may therefore need to

Q3: EFRAG

change the way their historical data is

Communicating results

aggregated and potentially change their

IFRS 17 introduces a number of

data capture and analysis going forward

changes to the language of insurance

2019

to ensure that they meet the contract

accounting. The income statement will

March: Brexit

grouping requirements.

be very different from what stakeholders

endorsement advice

are used to. Revenue will include items

2020

need to be enhanced and potentially

such as changes in the contractual

31 December:

be rewritten. A detailed review of

service margin, and this will make

opening balance sheet

assumptions may be required to ensure

comparisons with historical accounts

that assumptions are available and

difficult. Companies will have to

2021

applied within projection models at the

invest substantial time educating

31 December: IFRS 17

new contract grouping level.

and preparing their stakeholders for

financial statements

Their projection models may also

The successful implementation of
IFRS 17 will require close collaboration

these changes.
IFRS 17 is effective for annual periods

between finance, actuarial and IT

beginning on or after 1 January 2021.

functions within the company.

There is uncertainty as to when the

Once new models have been built,

standard will be endorsed by the EU.

tested and reviewed, companies will

The European Financial Reporting

be in a position to determine the

Advisory Group (EFRAG) needs firstly

expected impact of IFRS 17 on their

to issue endorsement advice, currently

financial statements.

expected in Q3 2018. Other EU bodies

One of the key impacts of IFRS 17 is

EFRAG
endorsement

will then decide on endorsement and

that profit will be recognised over the

final publication; however, this can take

term of the contract. On transition, this

substantial time. See box opposite

could potentially lead to the creation of

for the Brexit implications of the UK’s

an additional liability for future expected

adoption of IFRS 17.

AB

profits, which could in turn lead to
a reduction in shareholder funds on

Dermot O’Hara FCCA, director of

transition. Companies should consider

actuarial services, Mazars
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For haven’s sake
While Britain is unlikely to turn into the Singapore of Europe post Brexit, it may be
forced to lower its corporation tax rate even further to compete on the global stage
Taking the Brexit fight to mainland

through the European Commission,

19%, and the government intends to

Europe, chancellor Philip Hammond

and those taking a more liberalised

lower it to 17% by 2020. Yes, this will be

told the French newspaper Le Monde

approach, the UK has played a leading

welcome news for UK businesses, but it

recently that the UK had no intention

role… in watering down the proposals to

will also become increasingly attractive

of emulating Singapore. Suggestions

something much more business-friendly.’

to overseas businesses that will be

that the UK would slash corporation tax

Roy-Chowdhury’s point is that with
the UK gone, there might not be any

stone into Europe (which, of course, may

wide of the mark, he claimed. Instead,

other country prepared to argue for

not be available post-Brexit).

the chancellor maintained the line that

this ‘liberalised approach’ to finance

the UK would remain ‘recognisably

and business legislation. ‘Some of the

Le Monde interview that the UK is ‘in

European’ after it left the EU.

future regulations may start diverging

the middle of the pack’ in terms of its

from what the UK itself implements from

tax rates and that it had no plans to

outside the EU,’ he writes.

pursue a policy of ‘unfair competition’

But could this be a case of protesting
too much? Earlier in the year, Hammond
had suggested, this time in the German

However, Hammond claimed in his

in financial regulation. But, as the Tax

newspaper Welt am Sonntag, that there

UK’s appeal

Justice Network points out, over the

could well be a change in tax direction.

In other words, the UK’s tendency

last six years, the UK’s tax take has

‘If we are forced to become something

to implement fiscal measures such

moved from just above the Organisation

different, then we will have to become

as reduced corporation tax rates

for Economic Co-operation and

something different,’ he told the

could accelerate to the point where

Development’s (OECD) average to

newspaper in January.

multinational companies see the tax

almost two percentage points below

advantages of setting up shop in the UK

that average, while as a share of GDP

regarded as a softening in approach,

outweighing any other disadvantages,

it fell from the OECD’s average in 2010

and a bid to quash allegations that

such as not having a direct route into

to just 80% of the average in the latest

the UK could be setting itself on a

the EU.

available figures.

Hammond’s latest comments were

path to becoming a low- or even no-

But irrespective of Brexit, the UK

Alex Cobham, chief executive of the

tax jurisdiction. Such a move would

is already set on a path to lower

Tax Justice Network, said in a recent

be attractive to overseas businesses

corporation tax rates. Back in 2008,

blog that the chancellor’s statement

seeking an alternative route to reducing

corporation tax stood at 30%. It is now

might prove to be the first step towards

their effective tax rate, but it could be

rescinding the Brexit tax haven threat

equally unattractive to those who wish

to the EU. ‘But rhetoric alone will not

to stamp out abusive tax regimes.
‘In my view, the UK has always offered
a relatively low-regulation environment
for business and, since the 1980s,
low taxes by European standards,’
argues ACCA’s head of taxation Chas
Roy-Chowdhury in a recent article in
Accountancy. ‘So while EU dynamics
over the past four decades have
often seen tensions between those
member states seeking to impose
quite burdensome business regulations

60

looking for a bit more than a stepping

and cut regulations for business were

‘The UK has always
offered a relatively
low-regulation
environment for
business and, since
the 1980s, low
taxes by European
standards’

reverse the UK’s race to the bottom, nor
protect its citizens from the costs – not
least in terms of higher inequality and
weaker governance,’ he said.
So, would a continuing, or even an
accelerated, reduction in corporation
tax turn the UK into a tax haven, a
‘Singapore-on-Thames’ as some
commentators have labelled it? Within
Europe, low effective tax rates have
historically been available; the headline
rate might look high, but if the tax base
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can be too easily reduced, then the
effective rate comes down, although the

But as Roy-Chowdhury points out:

enhanced tax receipts,’ RSM argues.

‘A “global Britain” may be forced to

Immediately after the chancellor’s

OECD’s Base Erosion and Profit Shifting

original comments in Welt am Sonntag,

reduce corporation tax further in order

(BEPS) project seeks to address this via a

RSM disagreed with the notion that

to compete alone on the world stage.

clampdown on harmful tax practices.

the UK could become the Singapore

For example, if the US administration

of Europe: ‘The whole purpose of

cuts its corporation tax rate down to

at RSM, low corporation tax rates can

encouraging companies to come to the

15%, then the UK may be left with no

attract international businesses to the

UK is to invest here, not to accumulate

option but to follow suit: the potential

UK that would invest here, boost GDP,

profits and maintain investments in

losses to the financial sector, particularly

create jobs and, of course, pay their

conditions of financial secrecy. While

given the threat to London’s global

taxes. For businesses, tax is much more

other countries in the G20 may be

status, would be too great.

than corporation tax. Tax includes

able to demonstrate some merit in

VAT, PAYE (both income tax and NI

their arguments that the trend towards

that the UK will not emulate Singapore

contributions), business rates and,

reducing corporation tax rates amounts

any time soon, the Brexit process may

indirectly, the taxes paid by bondholders

to harmful tax competition by the UK,

still inadvertently bring about a more

and shareholders on distributions they

the UK is leading the way in financial

deregulated approach and low tax rate

receive. ‘So, Treasury thinking goes:

disclosure and the encouragement of

in the immediate future.’

low corporation tax rates translate into

open investment. The label “tax haven”

economic growth, prosperity and, yes,

simply will not stick.’

However, according to tax advisers

‘So while I agree with Hammond

AB

Philip Smith, journalist
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The view from
Anjali Kothari FCCA, partner, Kingston Smith, and
treasurer of the Charity Law Association
After completing a degree

Many large charities

in accountancy and

are now looking to do

15,000+

finance it was a natural

more with less. Charities

The number of new staff PwC

progression to pursue a

that rely on government

employs globally every year, including

career as an accountant.

funding face particular

4,000 interns

I chose ACCA because I

challenges, and we work

Source: PwC

felt it could help me get to

closely with them to identify

where I wanted to go. It felt
less stuffy than other qualifications and

how they can best achieve

Fall in women partners

more with fewer resources.

offered a more practical route through
my studies.

The number of women partners in the
We work with charity leadership teams

global accountancy networks fell by

and trustees. We apply the knowledge

10% last year, according to CCH Daily’s

I was fortunate to gain experience

we have about the charity and the wider

2017 survey of the top 25 networks. Only

working for both large and small

sector to help trustees create a strategy.

one of the top 25 networks – Fiducial

practices early in my career. I quickly

Risk is increasingly a major factor, and

International – achieved even a 30%

developed a love of the not-for-

we highlight any to the charity so it can

threshold for women partners. Grant

profit and education sector. During

be clear about its appetite for risk.

Thornton International was the second-

my 16 years at Kingston Smith, this

best performer, at 19%. The other six

sector has grown significantly and

The world is changing – fast. Forward-

networks to supply statistics, which

now accounts for 20-25% of the firm’s

thinking charities are looking beyond

included PwC and Deloitte, had less

total turnover.

immediate issues around money

than 20% women partners.

to focus on technology and other
The demands and expectations of

factors that will shape their future. This

Audit merry-go-round

our clients vary a lot. Smaller clients

may lead to ethical dilemmas when

EY has won the tender to audit BHP

often have the capacity to grow, and

technology replaces jobs.

Billiton from July 2019, replacing

it is particularly rewarding to see this

KPMG. EY also won the audit for Tate

achieved. Larger clients look to us for

In many ways, the US is a leader in our

& Lyle after a tender exercise, replacing

strategic advice.

sector. US charities and not-for-profit

PwC, which had been auditor since

organisations are ahead of the UK when

1989. KPMG will audit the merged

it comes to fundraising and governance.

Standard Life Aberdeen. It took

We’re working to change attitudes here.

over Standard Life’s audit earlier this

Moreover, uncertainty around Brexit

year from PwC, which had also been

poses additional challenges for our

Aberdeen’s auditor. KPMG won the

clients with European operations.

PayPoint audit from Deloitte after

Charities are
looking beyond
immediate issues
around money to
focus on technology
and other factors
that will shape
their future

a tender, and that for engineering
I am treasurer and an executive

company Senior, also from Deloitte

member of the Charity Law

after a tender exercise. PwC won the

Association. It’s fascinating to sit

contract for Cranswick, previously held

around a table with lawyers and get a

by EY. PwC will cease to be the auditor

different perspective – it’s something

of Wetherspoons after 34 years; Grant

that I use to help drive my Kingston

Thornton has been appointed.

Smith practice forward.

AB
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Get focused
To deliver an articulate, cohesive service offering, practice owners need to define
who they want to serve and who they don’t, says Keith Underwood
Many accounting firms are getting left

performance improvement advisory

services they are offering and have

services, but fail to apply basic analytical

understanding their business. Nowhere

definitive information about their clients.

skills to their own business.

is this more apparent than in the

They need to match their in-house

area of digital accounting and clients’

skills to those servicing requirements

Understand your priorities

growing expectations of service.

and, through clever use of analytics,

The first phase of analytical work to carry

understand what they can achieve

out is the individual client profile, which

across the practice for all clients.

raises questions such as:

Traditionally, practices have focused
on a geographical catchment, targeting

64

Practices need to define clearly the

behind in realising their potential and

clients in and around a particular area.

These analytics are critical and are

But digitalisation is making geography

becoming even more compelling with

irrelevant, and a number of practices

the advent of digital. In understanding

are finding it a restrictive rather than

the drivers, the profitability and your

protective environment in which they

own practice, you need some in-depth

can depend on the support of local

client and service data, which is not

clients. If the geographic mindset is

necessarily readily available. This is

swept away, a larger catchment area or

strange because many accountants

even national coverage can be serviced

advise clients on their profitability,

from one office.

offering profit improvement and

*
*

What services are being offered?

*

Are there opportunities to develop

*
*

Is the client difficult?

*

Is the client price-sensitive?

What is the menu-driven pricing for
those services?
additional services for this client?
What technical expertise is required
to service the client?

The second phase is to understand
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the clients as a group within a sector,

view of your profit drivers and potential,

location hubs or those requiring specific

either in terms of pricing, scalability or

Know your clients

service, such as non-domiciliary tax

available chargeable time.

Key points to include in client profiles:

client services or specialist advisory
services for agricultural clients.
The analysis needs to be dynamic.

Acquisition policy
Practices looking to merge with or

The information that we request on

acquire other practices often know who

clients is quite often documented but

they want to target and what they want

not easily accessed, and usually some

to achieve but fail to look into the effects

information has been retained at the

of incorporating that practice into the

manager or partner level.

existing business. They rarely take into

Once this information has been

account the scalability of certain services

obtained and assessed, you can form

and how the pricing of these reflects core

a particular view on your practice and

and peripheral activities.

then direct marketing and service

Client portfolio profiling can address

activities in a more focused way.

issues of underused resources or short-

Practices are becoming more proactive,

term seasonality pressures, as they

actually using this information, rather

are key in driving the bottom line and

than reactive to whoever walks in

should feature in acquisition criteria.

through the door tomorrow.
The panel on the right suggests

As well as understanding what you
are trying to build, you need to be

some of the information that might be

clear on your practice objectives. Is

included when documenting key points

the overriding objective purely annual

on clients and that may not be included

profitability, or are you trying to build a

as standard on a CRM system or indeed

client base that is going to be attractive

or on the actual client file.

to a larger firm should you wish to sell or

The information generated from
this analysis will help identify what

merge at some future date?
Once you have a real grasp of

types of service you can focus on and

profitability by client and by service,

their pricing; this can be reviewed for

you need to start bringing in the new

individual clients, across groups and

fees, and fast. So understanding your

across the practice as a whole.

marketing approach is key. It might

These service analytics should deliver

*
*
*
*
*
*
*
*
*
*
*

Turnover

*
*

Fee potential

*
*

Potential services to sell into client

*
*

Client’s industry risks

*

Recognition of and payment for

*

Relationship with decision-makers

Profitability
Opportunity to grow revenues
Resistance to annual price increases
Growth potential
Quality of accounting information
Services used
Invoice settlement record
Governance issues
Accountants’ in-house technical skills
Resistance to above-inflation
increase in fees
Budgeting and forecasting
processes
Business expanding, contracting,
status quo
Knowledge of succession plans or
exit plans
advisory work
within the client and key influencing
office holders

*
*

Quality of quarterly reporting
Fees, chargeable time, recoveries
by service.

make most sense – for example, in the

a profit at a certain level, at least after

context of payroll services – to create a

direct costs, on which you can form a

service bureau branch of your practice

the level of information they need in

and free up your managers to go out

a timely fashion. So client profiling in

and generate business that can then

your newly targeted market is key. By

be devolved to that team. Outsourcing

contrast, you might also want to drop

process-driven services is another

existing clients who no longer match

option, potentially offering significant

your newly identified service offering.

Accountants advise
clients on their
profitability, but
fail to apply basic
analytical skills
to understanding
their own business

Unless accountants are armed with

savings and higher profitability.
You also need to ensure you are

the analysis of their own business, they

targeting clients you can deliver for.

will lose out to the specialist providers.

Some can be very demanding in terms

There is much at stake, and practitioners

of the amount of market data they

need to be aware of the fundamentals

need their advisers to provide. Small,

of their business and client profile.

AB

fast-growing business are often rigorous
in their analysis and will withdraw their

Keith Underwood is managing director

custom if advisers cannot produce

of Foulger Underwood Associates
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Embrace your inner Oreo
To avoid being lost in a sea of sameness, accounting firms should think about
their offerings as if they were products on a supermarket shelf
Accounting firms exist to help other

you think of yourself in that way, how

of an established favourite sparked a

businesses. But in minding others’

are you any different from a discount

new growth phase for the business. By

bottom lines, do they sometimes

department store like Walmart that sells

reinventing the Oreo, the company was

neglect their own?

everything from groceries to tyres to

able to update what it was doing in a

baby cribs?’

way that boosted revenue.

After nearly two decades of marketing
for accounting firms of all sizes, Katie

Walmart sells so much stuff that its

Tolin believes so. But she has ideas

market position is to compete on price,

Service as a product

on how to reverse that, disseminated

Tolin argues. And she’s seeing some

Accounting’s equivalent is to rethink

though her own small business, CPA

accounting firms leaning that way too

service offerings as if they were

Growth Guides, established in 2015.

– leading her to ask: ‘Is that really the

products on a supermarket shelf. In

market space we want to be in?’

other words, take an intangible and

Tolin discovered through her work
that most accounting firms aren’t run

When firms have reached a mature

like traditional businesses. ‘Too many

stage of practice – they have a good

don’t grasp the role that business

client base, they’re making money,

box, label it and tie it up with a bow,’

operations like marketing, business

competitors have noticed – they may

Tolin explains. ‘Give it a name that you

development, IT, HR and recruiting

also have reached the tipping point in

register as intellectual property. You

play in driving a firm forward,’ she

terms of their own growth. This is the

then describe what you do as if it were

says. ‘These functions are often
afterthoughts and not

time to innovate, Tolin says, or risk
going backwards.

make it appear tangible.
‘You put your offering into a figurative

a product, so people can understand
what they are buying and what they

instrumental to the

Her favourite analogy

get for the dollars invested. This

business strategy.

is the Oreo cookie. It’s

helps your box stand out from your

This has created a

basically a chocolate

competitors.’ Imagine the cereal aisle in

sea of sameness.’

sandwich biscuit with

a supermarket, she continues. You know

a cream filling, but

what you’re going to get just by looking

‘sell’ the same

at the height of the

at the box.

things, deliver

product’s popularity,

So in the ‘tax aisle’ of a practice,

manufacturer Nabisco

there might be different ‘boxes’ for

Nearly all firms

them in the same
way and even talk

innovated. ‘That’s when

about them in the

you began to see Golden

customers, for whom the same tax return

Oreos and Oreos with

is delivered, ‘but it’s done in unique ways

same language,

contractors, manufacturers and retail

Tolin continues.

fillings like peanut

that resonate with each individual buyer

‘It’s become

butter, mint, lemon

group,’ says Tolin. ‘You’ll want to have

almost impossible

and many more.’

similar aisles for accounting, audit and all

to differentiate

Those new flavours

the services you sell.’

one firm from

Tolin is based in Ohio, US,

another. This is

but believes these ideas

further complicated
by the fact that
most are general
practice firms and
can do everything
for everyone. When

66
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are universal. ‘No matter where you
are located in the world, it’s about

Innovative ways to reach clients

understanding where your services are in

Eight years ago, five Australian accountants seeking to ‘cut the professional mould’

their lifecycle, and innovating as a way to

established startup firm BlueRock. Their venture has grown to a team of more than

drive new revenue.’

150 professionals spread across six divisions – accounting, legal, finance, digital,

She notes that more firms are

general insurance and private wealth – and annual revenues of AUD$15m.

beginning to adopt product

Dean Godfrey, COO, attributes this growth to a healthy focus on technology.

management and innovation, thereby

‘We’re all about finding innovative ways to help our clients become more efficient,’

creating ‘waves of change’. ‘Some

he says. ‘Keeping a strong relationship with our clients has always been an important

larger firms here in the US have

part of our philosophy and technology has helped us maintain these relationships.’

appointed chief innovation officers

Forecasting, budgets, cashflow management and tax compliance remain the bread-

or ensured innovation is someone’s

and-butter work for the accounting and wealth arms of the business, but the firm’s

job responsibility,’ Tolin says. ‘They

progressive technology strategy – including a quirky website – shows its determination

are beginning to push out changes in

to offer something different. ‘We’re innovative, entrepreneurial and we genuinely test

mature offerings.

and develop new ideas and solutions,’ adds Ryan Kagan, digital director.

‘Smaller firms excel at packaging their
offerings’, she adds. ‘They take multiple
services and bundle them together and
sell them as a single service.’
Some are only selling these bundled

Establishing a dedicated business arm
KPMG’s dedicated business arm set up to serve SMEs – a market segment not

services to specific markets. ‘They

traditionally dominant among the Big Four – is an example of an established firm

have identified who they are targeting

innovating to drive new revenue streams.

and only work for them,’ Tolin says.

KPMG Enterprise was formally launched as a brand in 2014. Now offered by over

‘This leads to a deeper understanding,
increased efficiency and a stronger

90 member firms, it represents close to 40% of KPMG’s global revenue.
Clients, including family businesses, startups and entrepreneurs, are able to access

business. Larger firms are now trying to

cutting-edge digital technology for their financial needs. Agile platforms allowing for

figure out how to include packaging in

online accounting and tax services via the cloud combine with KPMG’s expertise to

what they do, too.’

deliver streamlined and interactive efficiency that keeps personal service at its core.

Finally, Tolin argues that ‘you can have

‘Globally the mid-market has been a strong focus for KPMG and the success of our

the best innovation in the world, but

Enterprise offices around the world attests to our belief in the power of SMEs,’ says

you still have to know how to market

Rob Bazzani, national managing partner, KPMG Enterprise, Australia.

it’. Firms owe it to themselves to have

‘The mid-market is the heartbeat of a nation. It is in the small-to-medium

‘someone who understands marketing

sector that we often see the greatest innovation and growth, and we have found

and can help you capitalise on that to
gain more profitable clients,’ she says.

that our clients respond very positively to developments in technology and new
AB

processes that will assist in driving change and making their organisations even
more profitable.’

Peta Tomlinson, journalist
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18%

The view from
Dr Justin Ives FCCA, chief executive, Hambleton District
Council, on dealing with austerity
Every day is different

My primary role is to

because of the breadth

lead the organisation,

Fall in audit fees for local authorities

of services delivered by

promoting a culture of

and police bodies

our council. Unfortunately,

high performance. I assist

Source: Public Sector Audit

the government’s austerity

members of the council

Appointments

measures resulted in

in establishing priorities

councils losing over 50%

and clarifying these in the

More women needed

of grant funding. This has

council’s four-year corporate

led to new, innovative ways of working

plan, and ensure there are strategies in

Only a third of members of political

to reduce costs and increase income,

place to achieve the delivery of these

parties are women, contributing to their

including new partnership arrangements

priorities. I also represent the council in

under-representation in elected politics,

with the public and private sector.

partnerships with colleagues from health,
police, fire, the third and private sectors.

particularly in local authorities, a report
from the thinktank IPPR has argued.

One day recently started with a four-

Power to the People? suggests that the

way telephone conference to finalise

My challenges are both internal and

parties and political institutions must

the legal documentation in respect of

external. The council has embarked on

take action ‘to dramatically increase

a private sector partnership the council

a programme of performance coaching

the numbers of women going into local

is entering into. This is to develop

to enhance its staff development and

politics’. They should also assist those

Northallerton Prison, which it purchased

appraisal processes. This is something

that do enter politics to rise to the top,

from the Ministry of Justice in 2015.

that I have personally led. Externally,

including by correcting the imbalance at

I then met my director of finance to

the council has a number of high-

senior levels of combined authorities.

discuss Q1 financial performance against

value projects that it is delivering in

budget, which was very positive. I then

partnership with other organisations. I

travelled to York for a Yorkshire Leaders

need to ensure these are delivered on

Local authorities cannot afford to carry

Board, where every council leader and

time and on budget. Also, Yorkshire as

out necessary repairs to tower blocks

chief executive in Yorkshire discussed

a county seems to be lagging behind

in the wake of the Grenfell Tower

strategic issues, including the Northern

other areas in respect of devolution. I

disaster, claims the Local Government

Powerhouse, devolution and Brexit.

need to help move this agenda forward.

Unaffordable repairs

Association. Cllr Simon Blackburn,
chair of the LGA’s Safer and Stronger
Communities Board, said: ‘With test fails
affecting buildings owned by a range of
different landlords across the country, it is
clear that the current building regulation
system has failed. It is also clear that
councils cannot afford to carry out this
work. As a result, we remain firmly of
the view that the government needs to
meet the exceptional cost to councils of
removing and replacing cladding and
insulation on high-rise blocks.’

What I like most about my job is its

Yorkshire as a
county seems
to be lagging
behind other
areas in respect of
devolution. I need
to help move this
agenda forward

diversity: two days are never the same.
I also have the privilege of being able
to do things that have a real impact on
people’s day-to-day lives.
My success to date has been based
90% on hard work and 10% on luck
– being in the right place at the right
time. My advice to others is to work
hard, set yourself achievable goals and
if an opportunity presents itself, grasp it
with both hands.
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La vida local
Recent local government failures serve as reminder that devolution seems to have
slid down Westminster’s list of priorities, along with local government funding
‘Localism’ used to be a vogue word

various parts of London. ‘Devolution is

last year, commented: ‘Central

in the Conservative lexicon. But it has

already moving at snail’s pace, not least

government’s management approach

gone out of fashion, along with David

because of the change in ministers,’

to brokering devolution deals is

Cameron, George Osborne and former

he says. ‘George Osborne and [former

designed to support its policy of

communities and local government

communities secretary] Greg Clark

localism. The government considers

secretary (and, significantly, one-time

were each in their way committed

that devolution proposals should be

leader of Bradford City Council) Sir Eric

to devolution. But [chancellor] Philip

led by local areas, and that central

Pickles. It has become rare for cabinet

Hammond and [current communities

government’s role should be to respond

ministers to say how important it is to

secretary of state] Sajid Javid look like

to these proposals. As a result, the

devolve decisions and resources down

people who are happy with the level of

government has decided not to set

to local government and their citizens.

devolution so far. It doesn’t now have

out a clear statement of what it is

the same level of momentum. Such

trying to achieve through devolution

failure of Kensington and Chelsea

momentum will now come from the

deals, or a clear framework for how

council to deal effectively with the

city region mayors themselves. I would

the deals will link to other ongoing

Grenfell Tower tragedy will lead

expect them to lobby for more power.

localism initiatives.’

to a new period of distrust in local

That means that some parts of England

government. Allegations of corruption

will become significantly devolved,

local areas to find solutions that best

at the London borough of Tower

but some parts will have almost no

meet their needs, it does mean that

Hamlets – where the government sent

devolution at all.’

there is a growing disparity in the

There is a growing sense that the

in commissioners to run the council

availability of powers and resources

until earlier this year – add to the fears

Differerent approaches

across the country. Devolution deals

in Whitehall and Westminster of local

This is already clear from the national

for combined authorities now cover

politicians being in charge.

picture of local government –

30% of the population of England:

particularly in England – which looks

there are elected mayors for the city

wrong in local government is seen

like a patchwork quilt of different

regions of Manchester, Liverpool, the

by central government as a systemic

approaches in different places.

West Midlands, the West of England,

failure of local government, whereas

A National Audit Office study of

Tees Valley, and Cambridgeshire and

any failure in the NHS is seen as a

devolution deals in England, published

Peterborough, while Sheffield will hold

‘I think that anything that ever goes

one-off,’ argues Professor Tony Travers

its election in May next year.

of the London School of Economics

Other combined authorities are in

and an acknowledged expert on local

place in the North East and in West

government. ‘We have seen massive
failures in Whitehall, none of which are
seen as systemic at all. They are seen
as bad luck. There is no doubt that the
Grenfell Tower tragedy will be seen as a
failure of local government.’
However, Travers believes the fact that
the tide has turned against devolving
power and resources to councils is
more down to the character of the
decision-makers than to recent events in

70

While the intention may be for

Yorkshire. The combined authority

‘We have seen
massive failures
in Whitehall, none
of which are seen
as systemic at all.
They are seen
as bad luck’

arrangements provide greater council
collaboration, enhanced powers
and some additional resources and
resource-levying powers. This applies,
for example, to public transport and
skills training.
But while the city region mayors
have gained a higher profile (though
low voter turnout in the elections),
the roles come with limited resources.
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The public inquiry into the Grenfell
Tower fire is likely to fuel doubts
over the value of localism
The National Audit Office makes the

and freedoms to support economic

– via the privatisation of the Building

point that additional funding from

growth, create jobs and invest in

Research Establishment and the Fire

central government to nine areas with

local priority projects, with additional

Service College – alongside devolution

devolution deals for economic growth

funding going to some councils to

to under-resourced local government,’

is worth £246.5m a year – little more

assist with the need for local housing.

he says. ‘Local government doesn’t

than half the funding provided to Local

Confusingly, some of the City Deals

have the capacity to research, regulate

Enterprise Partnerships for Local Growth

apply to councils that are now part of

and enforce fire/building regulations. If

Funds in those same nine combined

combined authorities.

the fallout from Grenfell were to affect

authority regions.

devolution, it wouldn’t be until after the

The public inquiry into Grenfell
Tower will consider the competence of

inquiry reports, and who knows where

City Deals

Kensington and Chelsea council, and

we’ll be with national politics by then.’

Powers and freedoms have also been

this is likely to feed into a scepticism

devolved to some areas via City Deals.

about localism. Professor Colin Talbot

While combined authorities exist only in

of Cambridge University suggests this

England, City Deals operate in England,

would be unfair.

Scotland and Wales, with plans to

Paul Gosling, journalist
More information

‘I think [the Grenfell Tower tragedy]

create them in Northern Ireland. City

has more to do with the loosening of fire

Deals give local areas specific powers

regulations, weakening of fire research

Details of combined authority
devolution arrangements are available
at bit.ly/devolutionregister

October 2017 Accounting and Business

UK_YPUB_localism.indd 71

AB

71
13/09/2017 13:14

Smashing returns
Ajay Shah FCCA, CFO of ping-pong bar Bounce, is helping turn this start-up
into a market innovator with impact, on both sides of the Atlantic
Bounce, the fast-growing ping-pong
club-cum-cocktail bar and restaurant

i

Basics

has found its perfect match in its CFO.
Ajay Shah is not only an ACCA-qualified,

£10.2m

highly experienced CFO, he also played

Company turnover last year; will be

that can unlock every business,’ Shah

table tennis for his county, Bedfordshire.

£13.3m this year. Venue EBITDA over 30%

says. ‘Every company should have a
strategy and an operational plan to

The concept – and the company – was
created by serial entrepreneur Adam

200 employees

deliver it. When it delivers the plan, one

Breeden, who had formed All Star Lanes,

Most staff are venue-based. Head office

output will be a set of numbers. Seeing

the ‘boutique bowling’ experience.

includes three in accounts, plus one US-

the link between strategy, plan and

The combination of food, drink,

based financial controller

numbers gives an entire understanding
of what the business is planning to do.

music and table tennis has captured
the imagination of a wide age range:

Revenue split

Making that happen is an infrastructure

families, groups of friends and even

55% bar, 23% food, 12% activity,

of people, systems and governance.

the corporate market (80,000 corporate

10% events/conferencing

Understand how those components
work and you understand the overall

clients to date) are gathering around the
ping-pong table. It is a business model

£45m

risk – low, medium or high. This model

that Shah says is in high demand for

Bounce’s valuation. Shah’s aim is to

can be used in every single part of the

private and corporate customers.

make this £145m in the next five years

business. It has always worked for me.’

business was three-and-a-half years old

Chicago and London

‘The flexibility of the ACCA Qualification

and needed to be professionalised and

Bounce venues (the London sites are

is the foundation of my success,’ he

taken to the next level. ‘Entrepreneurs

Old Street and Farringdon)

says. ‘It allowed me to choose the

Shah qualified with ACCA in 1992.

When Shah joined in April 2016 the

industry I wanted to work in and the

create new ideas; they aren’t interested
in back-office functions,’ he says. ‘At

1901

pace I wanted to study at.’ And it has

some point a business has to have a

The year John Jaques invented the

continued to meet his needs: ‘I was able

proper infrastructure.’

game at Bounce’s Farringdon site

to take on a CFO role with WHSmith
Travel Retail in the US because I had

Since he took on the role, Shah has
formulated tax strategies for patents,

250,000

an international qualification. That was

trademarks and R&D credits, and, in

The number of ping-pong balls Bounce

really big.’

an eight-week period, implemented

gets through per year

With the Bounce finance function set
up, he spends a lot of time working on

NetSuite, a cloud-based accounting

strategy with Breeden. A key question

system facilitating the ability to access
the accounts in real-time from any

controls’. He says the career trick for him

is where to invest. ‘What drives the

device in any part of the world.

was ‘to keep moving and not be afraid

business is our ability to stay current and

to go into different industries’. He has

appeal to a wide audience,’ says Shah.

He traces his knowledge and expertise

For a young business it has also

back to his days as an internal auditor

also been CFO of healthcare technology

(variously at Diageo, Woolworths,

organisations The Learning Clinic and

taken the brave step of opening

WHSmith and EMAP), where he

Dr Foster Intelligence, both of which he

overseas. Bounce Chicago, at 15,000sq

says he was ‘a true business partner

helped to successful disposals.

ft, outstrips the 12,000sq ft venue in

reviewing businesses and their risk, not
the traditional role of processes and

72

Mediatalk
Table
headline
See our interview video with Ajay Shah
at bit.ly/AB-pingpong

This gives him a clear path on
entering a new role. ‘I have a framework

London’s Farringdon. Launched in June
2016, it has gone so well that a second
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‘I have a
framework that
can unlock every
business. It has
always worked
for me’

Chicago-based venue is due to open

has been funded by high-net-worth

in March 2018 – except that will involve

individuals rather than venture capital

the ping-pong tables are sponsored by

darts not table tennis. The company

or private equity. The company also

Butterfly, a leader in the field, and so

has an exclusive licence for the US and

has some ‘growth capital debt’ from

free to Bounce. Shah says the tops are

Canada to operate a digitally driven

Santander bank.

replaced every six months.

technology. Shah admits working across

Looking forward

much networking, Shah oversees

the Atlantic is demanding, given the

For Shah the key performance indicator

the work of the in-house finance

company’s size and resources, but that is

is the volume of forward bookings.

department, including hedging the

not going to stop Bounce progressing.

Walk-ins can get food and drink, but the

foreign exchange risks that amount to

‘We think we can open up in any major

tables are booked up to eight weeks

low millions of dollars, which come from

city in the world,’ says Shah.

in advance and confirmed three weeks

the US business. This is quite a challenge

before by groups of 6–30. The Christmas

in volatile markets, but one task that may

looking to open smaller-scale (8,000sq

offering was on the website at the height

fade as natural hedges come in.

ft) ‘wet-led’ (ie drinks and music) Bounce

of summer. Shah says: ‘Business levels in

venues across the country. ‘We are

the quarter to Christmas are two and a

original 15 investors’ stake has increased

identifying ideal sites and raising money.

half times the rest of the year.’ And the

30 times in just two years, Shah has a lot

Over the next two to three years, we will

key risk is keeping capital outlay under

to celebrate, as well as new continents

open a minimum of six venues.’

control. ‘The discipline is not to spend

to explore.

One example of that discipline is that

As well as fundraising, which involves

darts format using tennis’ hawk-eye-type

Back in the UK, the company is

Shah spends a lot of time with
investors. A private company, Bounce

In a company where the return on the

AB

too much money kitting out the venues.
It is all about the right payback.’

Peter Williams, journalist
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In dispute
Handling complaints made against you needn’t be a headache. ACCA has advice and
support for those going through the process or keen take preventative measures

Complaints against

have procedures in place to

exclusions apply. It is an

handle client complaints.

ACCA requirement for

embraces this new digital

to be confidential. But

landscape, accountants

the digital revolution and

too need to consider how

be resolved internally they

with an engagement

the rise of social media

they can protect their

are often referred to ACCA –

letter, and for a copy

has meant corporate

interests and those of the

see bit.ly/ACCA-complaints.

signed by the client to be

communications have

wider profession, through

So what can ACCA

changed forever, including a

complaint prevention and

members do to avoid

rise in direct and sometimes

complaint handling.

complaints or handle

very public feedback

74

As the profession

businesses generally used

ACCA is urging

Where complaints cannot

every client to be issued

kept on file.

*

them to achieve a positive

from customers. This has

professional accountants

outcome? Here are some key

serious implications for the

to implement internal-

areas for consideration:

reputations of businesses,

complaints handling

which need to consider

procedures. In fact, members

*

how to manage risk arising

Ensure engagment

Ensure clients are aware
of all legal obligations
(eg, director’s duties in
the UK Companies Act).

*

Ensure you retain all
client relationship

letters are up to date

documentation,

in public practice in some

and signed, and are

including working

from negative reviews or

countries (eg, the UK and

clear about the services

papers and records of

complaints.

Ireland) are required to

agreed and what

communications.

Accounting and Business October 2017

UK_A_complaints.indd 74

13/09/2017 13:15

These points are also

*

It’s not personal.
Complaints are part

Did you know…?

it receives a complaint.

of professional life.

But complaints can arise

Detaching yourself can

despite the best efforts of

be difficult, but generally

*
*

all involved. How you handle

people are angry at the

other departments of ACCA such as Authorisations

the complaint may determine

situation rather than

and Monitoring, other regulatory bodies, prosecuting

whether you achieve a

you – they just may not

authorities and the police

successful outcome.

realise it.

considered by ACCA when

Conciliation service

*

Active listening. There is

ACCA receives an average of 750 complaints per year
Complaints to ACCA are received from clients,
accountants, individuals in a professional capacity,

*

ACCA has received complaints about members from

*

Commercial, legal and employment disputes are rejected

*

15% of complaints accepted by ACCA are resolved

*

75% are referred for investigation, of which around 20%

psychics, wizards, celebrities and journalists, and involving
high-profile multimillion pound disputes

a big difference between

ACCA deals with complaints

listening and actively

through three departments:

listening. People rarely

assessment, investigation

feel they are truly being

and adjudication. Complaints

listened to, professionally

are assessed and allocated

and in life in general.

either for conciliation or

It’s vital that anyone

investigation. Serious

submitting a complaint

issues identified through

feels that they are being

investigation are referred

listened to and that their

provoke a defence

complaints successfully

to disciplinary hearings and

complaint is understood.

reaction; these inhibit

is a challenge for any

Don’t interrupt. During

rational thought and

organisation or individual,

the complaints process

behaviour, leading to

as they have the potential to

combines alternate dispute

there will be a time when

misunderstanding.

drain business resources and

resolution with ACCA’s

you want to advance

Triggers are subjective.

ultimately impact negatively

regulatory and disciplinary

your position and do so

One person may be

on profit. But when handled

duties. This collaboration

without interruption – so

triggered by rudeness,

well, a complaint can provide

is unique in the regulation

you need to stand by

another by politeness.

an opportunity to strengthen

of the profession. The

that principle yourself.

Sometimes an

client relationships and

conciliation service specialises

Interrupting is certain to

acknowledgement of

professional reputations.

in resolving disputes through

frustrate the process and

the trigger is enough

negotiation and conciliation,

escalate the matter.

to prevent a downward

remain neutral, take a

Don’t summarise.

spiral into conflict. In

practical approach and

Summarising can trivialise

some cases, a quick

try to understand both

a far quicker and more cost-

information that may be

and simple apology

sides of a dispute. This

effective way of dealing with

very important to the

may be merited.

will help you to retain

complaints.

person complaining, and

Triggers are to some

control over the complaint

it creates an opportunity

extent unavoidable; an

before it is escalated to a

can draw on complaint-

to miss something. But

understanding that they

regulatory body.

handling techniques

do feedback what you

exist can help to avoid

used in conciliation and

have heard from the

investigation processes.

person, using terms

Complaints are a commercial

Prince, senior investigation

These are an effective way

and language that they

reality, and there is no shame

officers, ACCA

of preventing unnecessary

have used. Confirm your

in receiving them, but a

escalation of a complaint to

understanding of what

great deal more damage can

the regulatory body.

you have heard is correct;

be done to reputations if

if it isn’t, check again.

handled poorly.

managed by adjudication.
ACCA’s conciliation service

attempting to achieve an
amicable outcome. It is often

*

*

Professional accountants

Here are some techniques
that you can adopt when
dealing with complaints:

*

Know your triggers.
Setting off triggers will

due to jurisdictional issues
through conciliation
result in disciplinary action.

difficulties.

If you manage to

AB

Alexander Dunlop and Scott

All of the above is just the
tip of the iceberg. Handling

More information
ACCA UK is running a
member event on 23
November on this. Visit bit.
ly/ACCA-complaints-event
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Workplace-ready
ACCA and the University of Exeter are working with students and employers
to bridge the skills gap and prepare millennials for the workplace
ACCA’s ‘Generation Next’

Universities are key to

of Exeter to link 19 of their

students before they were

research, which captured

better preparing students.

students from multiple

placed with employers.

the views of 19,000 young

ACCA has been working with

degree disciplines to

They were put through

people around the world,

a number of them to bridge

seven UK-based approved

four days of the ‘Kaplan

indicates a shift in attitude

the gap between students

employers for a week-long

Business Challenge’, which

among millennials towards

and ACCA’s network of

ACCA funded internship, as

took students away from

their work preferences and

approved employers. It has

part of Exeter’s ‘Professional

the lecture theatre and into

career ambitions.

had many conversations

Pathways to Accounting’

a real-life situations of how

with them about how ACCA

programme.

accountancy works in a

Alongside this, there is

competitive landscape.

can help students gain

about whether millennial

employability skills, link them

ACCA engage the services

Following on from this

students are sufficiently

with top employers, and

of the professional learning

initiative, ACCA’s education

well equipped for the

help their students secure

and development function

team will look at how similar

workplace and have the

highly valued internships.

of one of ACCA’s largest

programmes could be

platinum training providers,

implemented on a broader

Kaplan, to help prepare the

scale across the UK.

employability skills to hit
the ground running.

76

This programme also saw

a wide-reaching concern

In particular, ACCA has
partnered with the University

AB
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Licence to operate
Now is the time for ACCA practitioners and those acting in an auditor capacity
to renew their practising certificates
As the days get shorter and the

practitioner to ensure this is sent

winter chill sets in, for those in public

to ACCA in good time for it to be

practice it is also fast approaching

processed.

the season of renewing your ACCA

in regulatory and/or disciplinary action.
To renew as an individual, simply log
in to your myACCA account. Firms’
renewals can also be submitted online.

An ACCA practising certificate is
required for ACCA practitioners who

If you are the nominated contact

provide any of the services that fall

partner/director, log into myACCA

practising certificate begins early

within the definition of public practice

using your firm’s ACCA reference

October and ends on 31 December. If

contained within ACCA’s Rulebook. In

number and passcode.

you wish to renew your ACCA practising

addition, ACCA members accepting an

certificate, you must ensure your renewal

appointment as an auditor are required

renewal of a practising certificate, please

form is complete and sent to ACCA

to hold an ACCA practising certificate

contact ACCA’s Authorisation team on

along with payment for the practising

with audit qualification, even where the

0141 534 4175. If you have questions

certificate by 31 December.

practitioner holds an audit qualification

relating to the requirement to hold an

with another professional body.

ACCA practising certificate, please

practising certificate.
The renewal period for an ACCA

ACCA writes to practitioners in
October regarding the renewal but
the obligation is very much on the

Failure to renew a practising
certificate by the deadline could result

If you have any questions regarding the

contact ACCA’s technical advisory line
on 020 7059 5920.

AB
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Upcoming events
ACCA has close to 40 member networks across the UK, so you’re never far from an
event run by your professional organisation. Here are highlights of what’s coming up
Events

ACCA members have the

future landscape, while

in advance to @ACCA_UK

chance to experience it

allowing you to take away

using #ACCAASK. Each

Trading with India

from the other side of the

practical solutions for your

event costs £15.

10 October, Slough, £10

camera. There will be a tour

employer. Sessions include:

India’s economy continues to

of the newsroom conducted

grow above 7%, with several

by one of STV’s reporters.

*

*

Indian states expanding at

Attendees will then be

Brexit and the new

over 10%. But companies

taken to the boardroom to

government challenges

need to be aware of the

watch the 6pm news being

nuances involved in trading

broadcast live. Guests can

with India. Hear from our

also visit the studio to chat

expert panel of speakers who

with the presenters and

will address these key issues

take photographs.

in this joint event with the
Chamber of Commerce.

*

Behind the scenes at STV

ACCA’s flagship event for

10 October, Aberdeen, £10

finance staff working across

Scottish Television (STV) is

the public sector will hear

one of the most recognisable

from sector leaders, and

names in Scottish media.

discuss the challenges and

ACCA firms shortlisted for leading
accountancy awards

big challenges and big

*
*

*

Martin McDade, FD of
the Royal Mint,
1 November, Bristol

See advert on page 77.

*
*

Devolution in England

Why job satisfaction matters

Digital capability and big

23 October, Edinburgh, free

data: do we optimise the

What’s more important

data that we hold?

to you: job satisfaction

Productivity in the UK:

or salary? Increasingly,

how to get the best out

job satisfaction is not just

of teams

about the money. How can

Royal Opera House

employees feel happier and

case study: change and

more productive at work?

leadership in a creative

How can employers keep

environment.

employees happy and retain

View the programme and

the best talent without

book now at bit.ly/ACCA-ps-

increasing salaries? The

summit.

answer may lie within values.
Barbara Robertson will tell

Do you know any ACCA members or firms who are shortlisted
for two of the major awards ceremonies in the accountancy

Ask an expert

attendees how to examine

world this month?

These chat show-style

their own values and work

We are delighted to see 31 ACCA firms shortlisted for

events, hosted by Glenn

towards incorporating

the British Accountancy Awards (taking place in London on

Collins, head of technical

these within their job, thus

13 October) and 25 ACCA firms shortlisted for the Practice

advisory at ACCA, will

improving their satisfaction.

Excellence Awards (also in London on 19 October). We offer our

provide insight into Network

warmest wishes to all firms and members who are shortlisted

Rail, the not-for-dividend

Glasgow business lunch

and look forward to meeting many of you on the night.

owner and operator of

17 November, Glasgow,

Britain’s railway infrastructure,

individual bookings, £35;

awards and ACCA members can also claim a 50% discount on

and The Royal Mint, one

tables of 10, £300; tables of

tickets (use the code ‘ACCA17M3MR’ at the checkout) and

of the oldest organisations

12, £360 (all plus VAT)

purchase tickets for just £124.50.

in the world with a history

The ACCA Glasgow

dating back over 1,000 years.

business lunch is back

You can tweet your questions

on the table for 2017.

The Practice Excellence Conference takes place prior to the

Book here: bit.ly/ACCA-practice-excellence

78

of Network Rail, 18
October, Milton Keynes

the UK public sector,

Health panel debate:

Anit Chandarana, FD

opportunities

Public Services Summit 2017
17 October, London, £249

50 drivers of change in
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Guests can enjoy a threecourse lunch, with wine,

Professional
courses

and a talk from one of

Webinars
Become an exceptional accountant with process automation

Scotland’s most successful

Charity finance conference

3 October 12.30pm

businessmen, Jim McColl

10 October, Birmingham, £263

Today’s businesses need strategic help from their finance

OBE, founding partner,

Keep up to date with

teams more than ever before. Process automation is a good

chairman and CEO of

the latest developments

first step, since it introduces efficiencies to accommodate peak

investment company

and best practice within

workloads. Automation also frees up resources to support

Clyde Blowers.

the charity sector, while

other areas across the organisation, such as business strategy,

networking with other

sales and marketing planning, HR and even IT.

ACCA Cymru Wales

professionals working in a

national conference and

similar environment.

Trade finance for SMEs in association with Pay 4
5 October 12.30pm

gala dinner
6 December, Cardiff,

Autumn update

Learn how trade finance can help SMEs survive, grow and

conference, dinner and

26-28 October, Manchester,

expand their businesses in this webinar delivered by

accommodation, £250;

£1,689

Pay 4, the working capital solution of choice for established

dinner only for table of 10,

Gain 21 CPD units at

UK businesses.

£600. See website for other

our flagship event for

booking options.

accountants in business.

You spoke, we listened – ACCA’s response to cross-sector

Choose the most relevant 11

member feedback

changing face of finance

out of 29 sessions – mix and

13 October 12.30pm

and business. Conference

match between business,

ACCA ran a series of focus groups earlier this year to gather

sessions include ‘Shaping

finance, taxation, law and

feedback from members in public practice, the corporate

the future of accountancy’,

professional development –

sector, financial services and internal audit. Join us for an

‘Talent, trade and tech –

to tailor the programme to

overview of the findings and hear how ACCA is responding to

productivity issues and

your requirements.

the feedback received from members.

and ‘Strategic business

Residential conference for

General Data Protection Regulation overview

partnering for better

practitioners

16 October 6pm

business results’.

16-18 November, Leeds, £739

The EU General Data Protection Regulation (GDPR) comes

Refresh your technical

into effect in May 2018. Join us for an overview of the

behind-the-scenes stories

knowledge and discuss

regulation and its implications for businesses and practices.

from the 2017 Lions rugby

common issues with

Feedback received will help us build a series of focused GDPR

tour from Scott Quinnell

like-minded practitioners.

webinars for members.

and his ‘Fan Van’, and Sam

Sessions will cover property

Warburton’s first-hand

taxes, employment taxes,

experiences of facing the All

hallmarks of an effective

This year’s theme is the

opportunities in Wales’

The evening event includes

Blacks in New Zealand.
Book here: bit.ly/ACCAcymru-wales-dinner.

practice, life after FRSSE,
and planning for Brexit
uncertainties.

AB

More information
Use our CPD Resource Finder to search for events listed
here, or search by postcode for events close to you at
bit.ly/ACCA-CPD1
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Ethics

Ethics in the real world
As part of a series of innovations to the ACCA Qualification, a new Ethics and
Professional Skills module is being introduced. Judith Bennett sets out the vision
Ethics have a real place in

and Professional Skills –

the real world. This is why,

builds on ACCA’s pioneering

New module’s units

from 31 October 2017,

Professional Ethics module.

ACCA students will be

It will continue to develop

*

required to consider ethical

the vitally important

professional skills and behaviours, while providing a

behaviour, in the context of

concepts of ethical

framework to guide behaviour.

other professional skills, in

behaviour and judgment,

a new module. It provides

while complementing

a unique blend of real-

broader skills such as

world simulated examples

communications, innovation,

to ensure professional

analysis, evaluation and

accountants remain at

commercial acumen that

the forefront of business

employers have come to

leadership.

expect of ACCA members.

The move follows feedback

professional accountants to

told ACCA what they expect

make an immediate impact

of those who hold the ACCA

in the workplace.

Qualification. They look for

that ethics still have their

of technical, ethical and

place at the heart of our

professional skills. These are

qualification. Through

the skills that all professional

developing a high standard

accountants need today, and

of ethical and professional

the new module will ensure

behaviour, alongside the

future professionals are well

strategic and technical

equipped going forward.

expertise acquired through

The new module – Ethics

*

Unit 3 – Innovation and scepticism: encourages open-

*

Unit 4 – Commercial awareness, analysis, evaluation and

the quantity and quality of work output, make the most of
available resources and interact with others.
mindedness and innovative thinking for imaginative
problem-solving.
problem-solving: helps view situations from a commercial
or business perspective while understanding business
process, relationships, risks and costs.

*

Unit 5 – Leadership and team working: demonstrates

*

Unit 6 – Communication skills: helps understand more

*

Unit 7 – Assessment: sets comprehensive and interactive

different types of leadership approach and how effective
leadership involves inspiring and supporting teams.
about effective communication with clients, customers,
colleagues and external authorities in different contexts.
challenges that require effective ways of delivering
solutions.

your CPD requirement.

passing the exams, ACCA

Knowledge exams and

professional

starting their Strategic

The module has seven

accountants

Professional exams, as

interactive units (see box

will be able

the module has also been

above). Using real-world

to make an

designed to introduce the

scenarios, each unit

immediate

skills now being assessed

highlights a set of challenges

impact in their

as part of the Strategic

that professionals are likely

workplace.

Professional exams.

to face in the workplace.

ACCA is able to
have the utmost
confidence in its
members as they
seek to maintain
the highest ethical
and professional
standards

80

Unit 2 – Personal effectiveness: sets out ways to maximise

The new module ensures

an unparalleled combination

ethical and professional values that underpin all other

*

These are the skills that allow

from employers, who have

Unit 1 – Ethics and professionalism: introduces the

Students

In addition, the module will

Participants will be asked to

will usually

be freely available, as part

provide solutions and ways

complete

of members’ subscriptions,

of delivering these to ensure

the module

to those interested in taking

the best possible outcome

between

it as part of their continuing

for the business. They will

finishing

professional development

receive a certificate once

their Applied

(CPD) – it will count towards

they complete the module.
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These changes ensure

important part of the

that students working

innovations that ACCA

towards membership are

is introducing to its

equipped with the skills

qualification. They are

that are needed and able

market-leading and designed

to support businesses in

to fuel the demand for ACCA

reaching their goals.

members. Importantly, they

Members who have already

will safeguard the reputation

completed the current ethics

the ACCA designation has

requirements of the ACCA

for being the mark of a

Qualification will still be able

professional that is trained to

to find real value in the new

the highest global standards

module, which will help them

and who has the relevant

stay ahead of the curve.

blend of skills and real-world

ACCA also offers a variety of

focus that employers need

other free CPD resources on

now and into the future.

ethics and professional skills

These innovations are

Ethics

This new module is an

– see box below.

Experience (XQ)

Intelligence (IQ)

Creative (CQ)

Technical and
ethical (TEQ)

Vision
(VQ)

Emotional
intelligence
(EQ)

Digital
(DQ)

Seven key qualities for success

All developments in

Research from ACCA on the qualities finance professionals

carried out for Professional

the ACCA Qualification,

will need to succeed in the future has found that technical

accountants – the future,

including the new module,

and ethical competencies remain at the core of professional

which defines the skills and

have the full backing of

accountants’ expertise, but these must be combined with

qualities required for the

regulators and continue to

additional qualities or quotients. It is this combination that will

future (see box, right). These

meet the rigorous standards

enable professional accountants to succeed and add value to

are skills that successful

set by the International

their employers and clients. You can find out more and take an

professional accountants

Federation of Accountants.

interactive skills test at future.accaglobal.com

a result of the research

acquire and develop

In this way, ACCA members

throughout their working

can continue to be proud of

Technical and ethical (TEQ): The ability to perform activities to a

lives. They are skills that are

their membership, knowing

defined standard while maintaining integrity, independence and

demanded by employers

we are protecting all that

scepticism.

across all sectors. And they

it stands for. And ACCA is

Intelligence (IQ): The ability to acquire and use knowledge:

will create the strategic

able to have the utmost

thinking, reasoning, solving problems, and the ability to

and forward-thinking

confidence in its members

understand and analyse situations that are complex and

professionals needed to drive

as they seek to maintain

ambiguous.

organisations and business.

the highest ethical and

Creative (CQ): The ability to use existing knowledge in a new

ACCA is building these

professional standards

situation to make connections, explore potential outcomes and

skills and qualities into the

wherever they are in the real

generate new ideas.

qualification through the

world.

Digital (DQ): The awareness and application of existing and

AB

Ethics and Professional Skills

emerging digital technologies, capabilities, practices, strategies

modules and the Strategic

Judith Bennett, ACCA’s

and culture.

Professional exams, which will

director of professional

Emotional intelligence (EQ): The ability to identify your own

be introduced in 2018.

qualifications

emotions and those of others, harness and apply them to tasks,

More information
Read more about the new Ethical and Professional Skills
module at bit.ly/ACCA-EPSmodule
Find a free webinar on professional ethics at
bit.ly/ethics-acca

and regulate and manage them.
Vision (VQ): The ability to predict future trends accurately by
extrapolating existing trends and facts, and filling the gaps by
thinking innovatively.
Experience (XQ): Understanding customer expectations, meeting
desired outcomes and creating value.
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Still hopeful
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The confidence of the world’s finance professionals in the
economic outlook remains higher than in recent years
ACCA’s latest Global

The biggest concern

Editor-in-chief
Jo Malvern
joanna.malvern@accaglobal.com

to focus on niche products

Economic Conditions Survey

cited by respondents

(34%). Worryingly – in terms

(GECS) reveals a more

remains rising costs (47% of

of the outlook for the next

positive economic outlook

respondents), both in terms

few quarters – just 13%

than the past couple of

of wages and raw materials.

of respondents consider

years despite a slight drop

Second on the worry list is

increased orders the main

in confidence.

decreased income (40%),

positive development.

The quarterly survey

followed by securing prompt

The inconclusive result of

Asia editor
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of finance professionals,

payment. Suppliers going

the UK’s general election

including CFOs, conducted

out of business comes

in June appears to have

by ACCA and IMA (the

bottom of the list – cited by

had an adverse impact on

Institute of Management

just 9% of respondents.

the country’s economic

Sub-editors Tracey Beresford,
Lesley Bolton, Dean Gurden,
Peter Kernan, Jenny Mill, Eleni
Perry, Vivienne Riddoch, Rhian
Stephens

confidence, which fell sharply

Design manager Jackie Dollar

Accountants) found that

The main positive

North America is the most

development listed

and is now at its second-

confident region, followed

by respondents is the

lowest level since the survey

Designers Bob Cree, Suhanna
Khan, Robert Mills

by South Asia. Confidence

opportunity to benefit from

began in 2011.

Production manager Anthony Kay

levels are lowest in the

innovation (41%), closely

Middle East.

followed by the opportunity

Download the report at
bit.ly/ACCA-gecs2-17.
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