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Welcome
This month we range far and wide, from China’s Belt and Road to the hidden but huge 
shadow economy. Naturally, we don’t ignore Brexit – and a very modern British classic

guidance and materials, as well as its 

own Trailblazer Apprenticeship scheme.

And if you’re playing ‘spot the Brexit 

article’, we won’t disappoint. A recent 

ACCA survey asked members in the 

financial services sector how they view 

the impact of Brexit – they’re crying out 

for more government communication 

(see page 32) – and we also look at how 

financial reporting regulations in the UK 

are likely to be affected (page 60). AB

Jo Malvern, editor

joanna.malvern@accaglobal.com

Forget for a moment that sensation 
of ‘back to school’ after the summer 
break and come with us to the racing 
track. Enjoy vicariously a role that many 
of us might covet, via Trevor Steel, FD 
of Caterham Cars, as he oversees the 
finances of an aspirational and very 
British brand that turns 60 this year. He 
talks about what it’s like to work for a 
name synonymous with pace, race and 
drifting grace. See page 12.

Much in the news is China’s Belt and 

Road initiative. The new Silk Road is 

controversial on many levels, but there’s 

no arguing with its ambition. Read 

about the implications and the benefits 

it is expected to bring, on page 39.

This month, we also go underground 

to take a look at the huge shadow 

economy (page 36) – who’s involved, 

what the implications are, and how 

accountants can bring parts of the 

murky world into the light for the benefit 

of business and the global economy.

On page 22 we look at how the 

apprenticeship levy can help employers 

– whether they have to pay it or not – 

to develop staff. ACCA has a range of 

‘China’s Belt and 
Road initiative will 

ultimately give 
birth to a hyper 

Afro-Eurasian 
market’ [p.39]
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The Lake District 
(including Buttermere, 
pictured) has been 
awarded Unesco World 
Heritage status, joining 
other UK sites such as 
Stonehenge and the 
Giant’s Causeway. The 
area is visited by around 
18 million people a year.

The London Taxi 
Company (now LEVC) 
has unveiled the TX eCity 
electric cab, which has an 
electric motor, batteries, a 
1.3-litre engine and a total 
range of 400 miles (70 
miles on electric power). 
Owners Geely have 
invested £330m in the car.

The Scuderia Ferrari 
SF15-T shows off at the F1 
Live London event in July. 
Silverstone is expected 
to host its last British 
Grand Prix in 2019, citing 
prohibitive costs of £12m 
a year, which could rise 
to £27m by the contract’s 
conclusion in 2026.

Royal Navy aircraft carrier 
HMS Queen Elizabeth 
departed from Rosyth 
dockyard in Fife in June 
for testing. The vessel and 
her sister ship, the Prince 
of Wales, are expected to 
cost £6.2bn and are the 
largest warships ever built 
in the UK.
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Taylor report published
Matthew Taylor’s report on the gig economy, Good Work, 

proposes a seven-point plan that supports the principles of 

flexible working, while protecting workers from exploitation. 

He said: ‘The review calls on the government to adopt the 

ambition that all work should be fair and decent, with scope 

for fulfilment and development.’ The central recommendation 

is the creation of a new category of employment, ‘dependent 

worker’ – neither employee nor self-employed. Taylor endorses 

the use of corporate governance to improve working conditions, 

rather than more regulation. (See Robert Bruce, page 24.) 

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  

MTD delayed to 2020
The rollout of Making 

Tax Digital has been put 

back, the government has 

announced. The deferral will 

be in the Finance Bill due to 

be introduced immediately 

after the parliamentary 

summer recess. Businesses 

agree that digitising the tax 

system is the right direction 

of travel, but have expressed 

concern about the scope 

and pace of reforms. In 

response, the government 

has confirmed that the 

deadline for businesses with 

a turnover above the VAT 

threshold (currently £85,000) 

to comply with MTD will now 

be April 2019. By then, they 

will need to keep digital 

records, but only for VAT 

purposes. For other taxes, 

businesses will not be asked 

to keep digital records, or to 

update HMRC quarterly, until 

at least April 2020. 

Few UK profits
More than 60% of 

multinationals operating in 

the UK reported no taxable 

profits between 2000 and 

2011, analysis by the Saïd 

Business School has found. 

This compares to 29% of 

UK domestic businesses 

that report no profits. ‘If 

we assume that all of the 

difference can be attributed 

to profit-shifting, foreign 

multinational subsidiaries 

shift over half of their taxable 

profits out of the UK,’ said 

Katarzyna Habu, author of 

the report and a research 

fellow at Saïd, part of the 

University of Oxford. ‘How 

aggressive are foreign 

multinationals?’ 

Globalisation risk
Globalisation has increased 

tax risk, which is highest in 

the developed nations of the 

US, UK and Australia, says 

EY. China and India are the 

other two countries in the 

top five tax-risk jurisdictions. 

EY’s 2017 Tax Risk and 
Controversy Survey found 

that 59% of executives have 

experienced an increase in 

risk or uncertainty around 

tax legislation or regulation 

as a result of globalisation. 

Geopolitical drivers – 

including the tax implications 

of Brexit and the uncertain 

direction of tax policy in 

the US – are shifting tax 

risk towards developed 

economies, says EY.  

EU tax progress
MEPs have approved 

European Commission 

proposals for country-by-

country reporting rules 

for multinationals. Those 

operating within the EU and 

with a global turnover above 

€750m would have to publish 

in each of its jurisdictions the 

corporate tax paid. European 

Parliament co-rapporteur 

Evelyn Regner said: ‘If 

we don’t make country-

by-country reporting, we 

will never bring to light 

the system of letterbox 

companies that is abused to 

shift profits and avoid taxes 

worldwide. We are ready 

now for negotiations to find 

a common reporting regime. 

The EU must lead the fight 

against tax avoidance.’

MEPs accuse Big Four
Big Four firms have been 

accused by a group of 

MEPs of assisting clients to 

obscure links between their 

international offices, thereby 

reducing their tax liabilities. 

The claims were made in a 

report written by Richard 

Murphy of the Tax Justice 
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Ways in which businesses have evaluated cyber-security spending

Network and Saila Naomi 

Stausholm, a PhD student 

at Copenhagen Business 

School. The GUE/NGL group 

of left-wing MEPs argues 

that European Commission 

proposals to tackle tax 

evasion are insufficient.

PwC’s BT audits
PwC is being investigated 

by the UK’s Financial 

Reporting Council over its 

auditing of the BT Group 

after the BT Italia subsidiary 

disclosed accounting 

errors of £268m. BT Italia 

is negotiating with trade 

unions on plans for 205 job 

losses. KPMG is to replace 

PwC as BT Group auditor, 

legislation. The directive 

strengthens risk assessment 

obligations on accountants, 

lawyers and banks; increases 

transparency obligations 

on companies regarding 

beneficial ownership; and 

facilitates international 

information exchange. The 

UK’s FRC has launched a 

consultation on revised 

material to make auditors 

aware of their additional 

responsibilities regarding 

money laundering.  

UK banks warned
Some UK banks are moving 

liabilities off-balance 

sheet to escape minimum 

capital requirements, says 

following a tender exercise. 

A PwC spokesman said: ‘We 

will continue to cooperate 

fully with the FRC in its 

inquiries. The regulator has 

a duty to investigate where 

they believe there is a public 

interest, in order to give 

confidence to the financial 

markets. Audit quality is of 

paramount importance to 

the firm.’ 

EU strengthens AML
The EU’s Fourth Anti-Money 

Laundering Directive became 

law in June. Věra Jourová, 

European commissioner for 

justice, urged EU member 

states speedily to adopt 

the rules into domestic 

Sam Woods, the Bank of 

England’s deputy governor 

for prudential regulation 

and CEO of the Prudential 

Regulation Authority. ‘Some 

special purpose vehicles, 

derivatives, agency structures 

or collateral swaps carry 

material credit risk, which 

escapes the detailed 

aspects of the capital 

framework,’ Woods warned. 

Banks are also evading 

capital requirements by 

accounting for the value of 

liquid assets on a hold-to-

maturity basis, which means 

that market price movements 

are not reported. Another 

issue of concern is the 

extension of contracts just 

The growing issue of cyber-security
Recent government statistics have revealed that nearly half (46%) of UK businesses have suffered a cyber-security breach 

or attack in the past 12 months, rising to 66% of medium-sized businesses and 68% of large businesses. According to the 

government’s Cyber Security Breaches Survey 2017, the most common attacks were fraudulent emails (72%), and viruses, 

spyware and malware (33%). Two-thirds of companies have some level of cyber-security spend. This varies according to size, 

with larger organisations tending to spend more. Of those investing in cyber security, nearly two-thirds (64%) have evaluated 

the effectiveness of their spending in this area.
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Any of the listed activities

Monitored levels of 
regulatory compliance

Sought senior management 
feedback

Measured staff awareness

Active technical testing  
(eg penetration testing)

Measured trends in incidents 
or costs

Table-top exercises

Benchmarking against other 
organisations

Return-on-investment 
calculations

64%

57%

68%

82%

89%

64%

40%

40%

36%

25%

15%

10%

9%

6%
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Business 
development

Database 
management

Trading 
technology

Programming Analytics Portfolio 
management

Trading Cryptography

Longer-term view
Most FTSE 100 companies 

now have performance 

remuneration plans that 

look at least five years into 

the future, according to 

investment manager Fidelity 

International. It reports 

that the number of FTSE 

100 companies with share 

retention plans operating 

over a five-year-plus period 

has risen from just four in 

2013 to 65. Fidelity says 

companies have responded 

to its campaign for longer-

term incentive schemes and 

its record of voting against 

shorter term schemes.

Bookkeepers at risk
‘Around 280,000 

bookkeepers, payroll 

managers and wage clerks 

in the UK could see their 

jobs disappear following the 

transition towards cloud-

based accounting, increased 

use of robots and improved 

levels of automation.’ This 

prediction is contained in 

a report prepared by the 

Boston Consulting Group 

for the Sutton Trust, a charity 

promoting social mobility. 

The charity warns: ‘Job 

losses through automation 

will adversely impact routine 

occupations – many of 

which can be stepping 

stones to social mobility 

– with most of the impact 

falling on those from low 

and middle socioeconomic 

backgrounds.’

OTS annual report
The Office of Tax 

Simplification has published 

its first annual report. Key 

successes included the 

abolition of more than 

ACCA extends global influence
ACCA has increased its membership by 5.5%, growing 

to more than 198,000 worldwide, according to its latest 

figures. The Financial Reporting Council (FRC) has also 

reported that ACCA has more female members and 

students than any other professional body in the UK. 

Almost half (46%) are women, against an average of 35% 

across UK accountancy bodies. 

Helen Brand, ACCA’s chief executive, commented: ‘During 

2016–17 we have seen a number of major initiatives come 

to fruition. I’m pleased to see that these developments are 

being well received by members.’ See also Brand’s update 

on the latest ACCA intiatives on page 80.

The chain gang
Research from recruitment company Robert Half Financial Services shows that 52% of financial services leaders have 

implemented blockchain technology for recording data. Nearly a third (30%) are planning to invest in blockchain in the 

future, and 14% admit they should be considering investment despite having no plans for it at the moment.

Overall, 85% of financial services executives believe blockchain will have made a genuine impact on the industry by 2022. 

Those that have implemented blockchain report already experiencing benefits, including empowered users (54%), increased 

transparency (54%) and faster transactions (42%). The rise of this technology is driving demand for financial services 

professionals who have a deep understanding of the principles surrounding blockchain systems. 

beyond the PRA’s liquidity 

time horizon.

Audits improve
The quality of audits carried 

out by FTSE 350 companies 

has improved, according to 

the FRC summary of audit 

reviews. The independent 

regulator found that 81% of 

FTSE 350 audits reviewed in 

2016–17 required no more 

than limited improvement, 

compared to 77% in 2015–16 

and 70% in 2014–15. The 

FRC target is that at least 

90% of FTSE 350 audits 

reviewed should meet 

this standard by 2018–19. 

Required improvements 

indicated the need for firm-

or network-wide audit quality 

improvement programmes; 

better guidance and training 

on the use of specialists; 

better use of data analytics; 

and stronger internal 

monitoring.

51% 47% 44% 43% 32% 29% 27% 19%

Skills that will become more important as a result of blockchain

10 Accounting and Business September 2017

UK_Newsroundup.indd   10 18/07/2017   15:21



A
ccou

n
tan

cy Fu
tu

res  |  E
d

itio
n 14

Plus: Interview: Kofi  Annan | Corruption  | Shared services | 
Asia CFO forums | Fintech | Smart cities | Integrated reporting | 
Risk management | Jamaica auditor general | Fintech | Audit | 
Future of freetrade | Scepticism | Africa startups |  Blockchain  

Critical issues for tomorrow’s profession Edition 14 | 2017

Team work on tax?
G20 citizens weigh up cooperation versus 
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40 tax reliefs after 1,042 

were identifi ed; the use 

of a cash basis in place 

of accruals for calculating 

micro-businesses’ tax; the 

abolition of Class 2 National 

Insurance contributions; and 

initiating reforms to handle 

tax on employee benefi ts 

through the payroll. Its future 

programme will include a 

focus on the digital economy.

HMRC challenges up
There was an 18% increase 

in challenges by taxpayers 

to HMRC decisions last 

year. The number of judicial 

reviews against HMRC rose 

from 42 in 2014 to 76 in 2015 

and 90 in 2016. Law fi rm 

RPC, which compiled the 

fi gures, said the increase 

added weight to concerns 

in the tax profession about 

HMRC’s use of controversial 

new powers, including 

the issuing of Accelerated 

Payment Notices.

Firms top on mobility
Grant Thornton has been 

recognised as the UK’s 

best business for social 

mobility; KPMG, Deloitte 

and PwC were also in the 

top 10. David Johnston, 

chief executive of the Social 

Mobility Foundation, said: 

‘While there is still progress 

to be made, they should 

be congratulated both for 

having prioritised social 

mobility and for being 

prepared to have their 

processes and practices 

independently scrutinised.’ 

Sacha Romanovitch, CEO 

at Grant Thornton UK LLP, 

commented: ‘We started 

our social mobility journey 

over three years ago with 

a vision for the fi rm to be 

more representative of all 

levels of society.’

PwC exposes gap
PwC has become the fi rst 

professional services fi rm 

to publish its gender pay 

gap, under new government 

guidelines. PwC reports 

its mean gender pay gap 

at 13.7%, but its mean 

bonus gap at 37.5%. The 

disclosures underline that 

well-paid senior roles are 

mainly held by men, with 

more women in junior and 

administrative roles. The 

government reports the UK 

gender pay gap at 18%. The 

Queen’s Speech in the new 

parliament promised that 

further action would be taken 

to reduce the gap.

Tech women ignored
One in fi ve women founding 

tech businesses say that 

male investors do not 

listen to them. The survey, 

FoundHER Female Founders, 

was published by AllBright, a 

funding platform for female 

tech entrepreneurs. Access 

to capital remains the largest 

challenge facing women 

in business today, says the 

study. AllBright reports 

that only 2.17% of venture 

capitalist funding went to 

female-led business last year.  

Climate risk impact 
Climate-related fi nancial 

risks should be disclosed in 

all annual reports, concludes 

a task force led by the US 

businessman and former 

New York City mayor Michael 

Bloomberg. ‘Climate change 

presents global markets with 

risks and opportunities that 

cannot be ignored, which 

is why a framework around 

climate-related disclosures 

is so important,’ he said. 

The Task Force on Climate-

related Financial Disclosures 

was established by the US 

Financial Stability Board. Yen-

pei Chen, subject manager 

for corporate reporting at 

ACCA, responded: ‘The 

four thematic areas of the 

TCFD’s recommendations 

– governance, strategy, risk 

management and metrics 

and targets – provide a 

useful framework.’ 

IFAC calls for IR
The G20 should 

support the adoption 

of integrated reporting 

in all member states as 

part of a wider approach 

to improve fi nancial 

reporting, transparency 

and governance, the 

International Federation of 

Accountants has said. In a 

submission to G20 leaders 

meeting in Hamburg, 

IFAC put forward a ‘call for 

action’. Other measures 

included the implementation 

of IFRS, IPSAS and ISAs; 

collaboration to tackle 

corruption; the adoption 

of BEPS, backed by an 

international tax dispute 

mechanism; and smarter, 

global, regulation. AB

 
Paul Gosling, journalist

Hot off the press
The 14th edition 

of Accountancy Futures, 

ACCA’s forward-looking, 

twice-yearly professional 

insights journal, is now 

available. This edition 

focuses on trust and ethics. 

The cover feature looks 

at the fairness of the 

international tax system, in 

an article based on fi ndings 

from recent research carried 

out by ACCA, IFAC and 

Chartered Accountants ANZ. 

Elsewhere there are high-

profi le interviews with Kofi  

Annan, diplomat and former 

secretary-general of the UN; 

Rachel Grimes, president of 

IFAC; and Pamela Monroe 

Ellis FCCA, auditor general 

of Jamaica. 

This edition also includes 

features on countering 

corruption in the MENASA 

region, reporting on carbon 

emissions, and shared 

services as a smart choice for 

aspiring CFOs. 

Accountancy Futures can 

be viewed at accaglobal.

com/futuresjournal.  
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‘You need a 
justification for 

being in F1, which 
is a crazy world, 
and selling 600 

Caterham 7s a year 
isn’t it’ 
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CVi

2012
CFO, Caterham Cars

2001
Finance director at 

CI Holdings (Mr Clutch 

Autocentres)

1998
Finance director at Rx3 

(IT distributor to FTSE 100 

companies)

1990
Audit manager at firm 

Latham Crossley & Davis

1991
Qualified with ACCA

Full-throttle finance
Caterham Cars CFO Trevor Steel FCCA has pulled off the corporate equivalent of the 
handbrake turn, steering the business back to what it does best – making sports cars

‘We’re not the biggest 
business in the world, 
but we’re probably more 

interesting than most.’ You don’t have to 
be the biggest petrol head in the world to 
agree with that assessment of Caterham 
Cars by its CFO, Trevor Steel.

Behind the joy of the driving experience 

there is a serious business engine that 

wants to perform as well as the cars. The 

company assembles, markets and sells its 

Caterham 7s all across the world. And they 

travel far – the car’s third largest market is 

Japan. While every car produced is branded 

Caterham 7, there are a host of variants. 

The 7 is 60 years old this year, with 

Caterham Cars’ involvement starting after 

it purchased the rights to the name and 

the design of what was then the Lotus 7 in 

1973. ‘We leverage anniversaries or special 

editions whenever we can,’ says Steel.

There are three typical owner profiles 

for the 7. First, there are those who have 

aspired to own one for years and, when that 

ambition is realised, enjoy a drive on sunny weekends. Second 

is the track-day driver – track-day use is a significant scene, 

with Brands Hatch (the nearest track to the company’s Gatwick 

showroom), for example, hosting track days two or three times 

a week, and Caterham 7s make up 40-50% of the cars being 

put through their paces. The final profile is the racing car 

owner: Caterham has over 200 registered users for its 7 series, 

which makes it the largest racing marque in the UK. 

Fancy trying your hand at motor racing? Then your route in is 

the Caterham Academy, a motor-racing championship open to 

novices only. Steel says: ‘From getting the doctor’s certificate 

and the racing licence to understanding how a race weekend 

works, with testing and scrutinising, we will help all the way.’ 

The company sells 56 academy packages each year – a fully 

built car plus seven rounds of racing will set you back £27,495. 

Now in its 20th season, the academy has seen nearly 1,000 

drivers go through its doors. If you’re lucky, there may be a 

slot free for the 2018 season, which starts late spring/early 

summer. Most continue with the academy 

after the first season, with their car tuned 

to become more competitive as the driver’s 

experience grows.

In 2016 the business received orders for 

600 cars – the largest number for over 20 

years, according to company records. Steel 

characterises the business as relatively 

stable, selling usually 400-500 cars a year 

over the past four decades. While it is 

recognisably related to the 1950s Lotus 7 

design – the iconic shape, the headlights 

perched above the bonnet – the car is no 

museum piece, evolving over the years as 

technology and engineering advance. 

‘Everything on the car is modern, but 

we have kept the original concept of the 

“space-frame chassis”,’ Steel says. ‘On 

the dashboard you want a rev counter  

and a speedo.’

Fast track
Steel joined the company a year after the 

present owners, Tony Fernandes (also an 

ACCA member) and Kamarudin Meranun, bought Caterham 

(see box, next page), replacing Graham Macdonald who was 

promoted to CEO. By this time the company was in the select 

and pricey world of Formula One, a venture that lasted for four 

seasons. Steel explains: ‘You need a justification for being in 

F1 – which is a crazy world – and selling 600 7s a year isn’t it.’ 

The company was expanding rapidly. As well as F1, which 

employed 300 in Oxfordshire, there was a joint venture with 

Renault to develop a road car. 

‘When I was offered the role, Graham told me that this could 

be a rollercoaster and asked was I up for the challenge.’

The CEO’s words were prescient. Steel’s first two and half 

years were spent looking at how to build the business in order 

to cope with the joint venture, where planned volume of the 

new road car was set for 5,500-6,000 cars a year. ‘We were 

talking of gearing up tenfold from the volumes of the 7.’ 

Steel had responsibility for the joint venture investment, 

which employed 100 engineers in Norfolk, and the 7 business. 
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How the brand changed hands
The influential design engineer Colin Chapman designed the 

7, first called the Lotus 7, in the late 1950s. The Nearn family 

purchased the rights, rebranding it as the Caterham 7, after 

the Surrey town where the business was then based.

The family sold it on to a private equity firm in 2005, which 

in turn sold out to the present owners in 2011, two Malaysian 

business partners, Tony Fernandes and Kamarudin Meranun. 

Their business fortunes sprang originally from their ownership 

of airline AirAsia. Their long list of business interests also 

includes Asia-based conglomerate Tune Group, and London-

based Queens Park Rangers Football Club, which plays in the 

EFL Championship (the second-tier league in England).

But then financial reality intervened. At one point, shareholder 

loans topped £200m. When the opportunity to sign up an 

external investor disappeared in early 2014, Caterham scaled 

back, ending the joint venture and quitting F1. 

‘F1 has a significant monthly cash requirement,’ says Steel, 

‘and the owners were completely within their rights to decide 

it wasn’t part of their ongoing strategy.’ 

Two dreams were over. The F1 venture went into 

administration, owing, according to press reports, £10.7m to 

Caterham. ‘We had to wind down parts of the business that 

had grown, such as shutting down the Norfolk engineering 

arm, and pare back our own investment plans,’ Steel says. 

The work fell to Steel and his CEO, as other senior 

executives in the group had left. He does not hide the difficulty 

‘The 7 is a lifestyle 
product. We’re not 

in competition with 
deciding to buy a 
sofa or a holiday’
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The day job
With a strong financial controller, Steel isn’t involved in the day-

to-day work of his six-strong finance team. He drives between 

the Gatwick and Dartford offices in an Audi A4 – not a 7, sadly. 

He is keen on encouraging his team to study, and currently 

has one ACCA student. ‘You’d be a fool not to promote 

qualifications,’ he says. ‘I took the ACCA Qualification because 

it gives you options. You can get problems with staff wanting 

to spread their wings once they’ve qualified, but in four years 

no one has left our small team. There is a desire to work for the 

business and for it to succeed.’ 

The business uses Syspro enterprise resource planning 

software, and has just gone through a major upgrade. ‘As we 

get close to capacity, our whole production process needs to be 

efficient – we can’t afford delays on the production line,’ Steel 

says. ‘Works orders need to drive material planning, purchasing, 

stock management, such that a car – and they are all different – 

can be built efficiently with all 600 components there.’

The 7’s long lead times impose special constraints. Order a 

7 today and it will get onto the production line in nine months’ 

time and you can expect to get behind the wheel five weeks or 

so after that. ‘That is too long’, Steel says.

Not only does it require patience from customers, but the 

lead time limits Steel’s room to manoeuvre on pricing. ‘We 

don’t believe in retrospective price increases,’ he says. ‘For a 

start it would be a PR nightmare.’

With turnover around the £22m mark, the executive team 

is looking to increase sales revenues by 10% in 2017. But for 

Steel, the big barometers are margin and order book rather 

than turnover. ‘There is a balance to be struck between 

“pressing price points” and damaging demand, and that is 

about building value in the brand and the product,’ he says. 

‘Niche manufacturers fail because they can’t build value and 

can’t sustain margins on low volumes.’ 

‘We focus on ensuring the product has fantastic engineering 

and product values, which keeps demand strong,’ Steel says. 

A Caterham 7 160 can be on the road for just over £20,000, 

while the top-end 620 has a list price of £50,000. Most cars sell 

around the £30,000 mark.

Demand for the 7 is not affected by Brexit or slowdown 

or wage restraint. ‘The 7 is a lifestyle product; we’re not in 

competition with deciding to buy a sofa or a holiday. Instead, 

you’re either affluent or you’ve saved for years, but either way, 

always wanted one of our cars.’ AB

Peter Williams, journalist

of tasks such as laying off staff. ‘It needed to be done, and we 

did it with the support of our shareholders.’ 

Expansion plans had involved setting up myriad companies 

within the group – bikes, jets, hotels were all envisioned. 

They had either never traded or had just had pre-revenue 

expenditure. Dismantling and tidying up took Steel and his 

colleagues 18 months. Now it’s just Caterham Cars and the 

holding company. ‘Slowly, over time, we could devote more 

time back to this car business, with its solid product, order 

book, brand and strong team. We were always confident 

we could come out of the losses – due to the infrastructure 

costs laid on us – and improve the product and our margins, 

rebuilding profits and shareholder value.’ And that is what Steel 

and his colleagues have been doing for the past 18 months.
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Fraud against directors
Fraudsters are using data from 

Companies House to target directors 

in online fraud attempts, research from 

Cifas suggests. One in five victims 

of identity fraud from 2012 to 2015 

was a company director. ‘A director 

of a company is a visible, responsible 

and accountable person. They will 

in all likelihood have a media or 

online presence, which includes their 

photograph, contains personal details 

and perhaps even their signature,’ says 

Lady Barbara Judge, Cifas chairman. 

‘Unsurprisingly, directors are particularly 

vulnerable to attack from identity 

thieves.’ Identity fraud has risen 68% 

since 2010, and online fraud is now the 

UK’s most common crime. There were 

173,000 cases of identity fraud last year. 

Brexit skills challenge
The UK will face challenges in retaining 

skilled workers from overseas after 

Brexit, warns Deloitte. Its survey of 2,242 

EU and non-EU workers found that 65% 

of highly skilled workers from other 

EU states living in the UK now find the 

country less attractive. The same was 

true of 49% of highly skilled non-EU 

workers. As many as 70% of highly 

skilled EU workers say bosses will find it 

difficult to replace them with UK citizens.

29%
The percentage of board positions held 
globally by women in companies with a 

female CEO, compared to 
15% in companies with a 
male CEO, according to 
a study of 64 countries.

Source: Deloitte

The view from
Jasdeep Bering ACCA, risk and opportunity analyst  
at engineering company Costain Group 

It’s a fascinating mix – 

from analysing internal 

processes and running 

workshops across different 

departments to helping 

reduce risk while ensuring 

we meet our objectives.

I enjoy the variety of my role – it 
gives me great exposure across the 
business. I often work with directors 

and senior staff. Time away from my 

desk helps me understand how the 

company works. You get real insight 

from being out and about.

Our group strategy and risk director 
saw ACCA’s Leaders of Tomorrow 
programme as a good fit for me. It 
gives you skills you don’t get from 

a textbook. I’m putting my new 

networking skills into practice.

I was fortunate to attend ACCA’s 
recent Member Engagement 
Conference. It helped me realise 

we are not alone – there is so much 

support around us, and ACCA 

members really do help each other.

The demands on accountants are 
changing. I’m keen to focus more on 

strategy. There’s a greater demand for 

finance business partners across the 

profession, and I want to apply my skills 

and knowledge to help the business 

grow further.

Outside of work I enjoy travelling. 
I will celebrate my 10-year wedding 

anniversary in Peru later this year. I’m 

also learning to play the piano. AB

Time away from 
my desk helps 

me understand 
how the company 

works. You get real 
insight from being 

out and about

After university I joined 
Compass Group as a 
pricing analyst. I then chose 

to study for the ACCA 

Qualification because it 

gives you more options to 

shape your career. It took 

me seven years to qualify 
– a little longer than some, but I did 

get married and have two children in 

the middle of it.

Since joining Costain I’ve never looked 
back. We work on some of the largest 

construction projects in the country, 

from Crossrail and London Bridge to 

Hinkley Point power station.

I was initially involved in management 
accounts for the natural resources 
division. I consolidated reports into 

a package for the board to review, 

identifying areas of high spend and 

providing trend analysis for any areas 

of concern.

I now split my time between 
internal audit and risk assurance. 
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Setting fi nance freeSetting fi nance free
Advances in automated payment technology are unshackling fi nance professionals 
from purely operational tasks, while also improving cashfl ow and reducing fraud

Are we now witnessing a perfect 
alignment in the fi nance function that 
allows technology to automate many 
processes, while also offering data 
that can inform senior executives as 
they set goals for their business and 
increase productivity?

According to a recent ACCA study, 

Professional accountants – the future, 

55% of senior accounting professionals 

believe the development of intelligent 

automated accounting systems is the 

external factor that is likely to have 

the highest impact on their jobs over 

the next decade. The information 

generated by this shift will in turn allow 

professionals to shift their own positions 

away from operational tasks towards 

more strategic, data-led roles.

As an example, look at how the way 

customers expect to make payments 

has shifted. Earlier this year, industry 

body Payments UK reported how 

changing customer preferences and 

expectations have quickly extended 

to the payments’ environment, while 

new technology and the adaptation 

of existing technology have provided 

new ways to pay – smartphones and 

an ever-expanding range of apps 

that allow payments to be made in 

a quick and secure environment, as 

well as competitive and collaborative 

opportunities driving new innovations.

The implications for the fi nance 

function are clear: technology is allowing 

greater automation of processes that 

can remove the human element from 

many transactions, whether in payments 

or receipts, payroll or report production. 

At the same time, automation will 

give the fi nance function and senior 

‘Sales teams can 
complete orders on 

the road instead 
of having to return 

to the office, and 
processes can 
be tracked in 

real time’
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Robot wars
According to EY’s report, Robotic 
process automation in the finance 
function of the future, robotic 

automation can be most effectively 

utilised in such finance processes as:

* operational accounting (billing and 

collections, accounts receivable)

* general accounting (allocations 

and adjustments, journal entry 

processing, reconciliations, 

intercompany transactions and close)

* financial and external reporting

* planning, budgeting and forecasting

* treasury processes.

However, the report observes that 

finance personnel will face a change in 

the skills required. More core finance 

skills will be needed, as more capacity 

will be used in tasks requiring more 

intelligence, such as advanced analysis 

and interpretation, review and approval, 

and decision-making. In addition, 

new technical skills will be needed to 

manage a roboticised process.

with integrated processing allowing 

e-invoices to be generated directly to 

trading parties. And proponents also 

point to a reduced risk of fraud, given 

that businesses will undergo a series 

of background checks by software 

providers before being accepted on to 

their e-invoicing systems.

‘You can clip the invoice to the 

purchase order so there is no manual 

intervention, it goes into the payment 

queue and is then automatically paid,’ 

says Behal. He adds that disputes over 

payments can be settled more quickly, 

as instead of lengthy email chain 

discussions, vendors and clients alike 

can use a portal to directly address any 

issues. ‘This increases the visibility of 

the number of invoices that are being 

queried,’ Behal argues.

He also points to the advantages of a 

system that can be used ‘out in the field’. 

‘Sales teams can complete orders on 

the road instead of having to return to 

the office,’ says Behal. ‘This can reduce 

mistakes and ensures the team collect 

the right name, location and quantity, all 

of which can be tracked in real time.’

This real-time aspect can be very 

important for the agility of senior finance 

professionals. At any given time they 

will have up-to-date data on sales and 

purchases, rather than having to wait 

until month-end reports are produced.

How to use the data
This, of course, is just a snapshot of the 

data that will be available. All financial 

data is key to many other business-

decision processes and, according to 

EY’s study Do you define your CFO role? 
Or does it define you? finance functions 

must get better at processing and 

extracting forward-looking insights from 

large amounts of data, keeping track 

of new types of data and incorporating 

them into their models as they emerge.

There are, of course, obstacles that 

need to be overcome. Intelenet reckons 

executives a wealth of data that can be 

used to inform strategic decisions.

Take the invoice cycle – at its 

simplest level, improvements in a 

payment process can be a life-saver for 

businesses. The Federation of Small 

Businesses (FSB) has campaigned over 

many years for improvements in the 

timeliness of payments, as overdue 

invoices can have such a damaging 

impact on all businesses. According to 

its latest figures, a third of payments 

to small businesses are late, with more 

than a third (37%) of these businesses 

reporting cashflow difficulties, and 

one in five (20%) reporting a slowdown 

in profit growth as a result. The FSB 

calculates that 50,000 more businesses 

could have been kept afloat if they had 

been paid on time.

The FSB goes on to point out that 

technology can have a significant impact 

on reducing these late payments. For 

instance, ‘request to pay’ features of 

accountancy and payment mechanisms 

have the potential to reshape existing 

relationships between business debtors 

and suppliers, cheque imaging can 

reduce the time taken for funds to clear, 

and electronic invoicing offers shorter 

payment cycles, reduced printing costs 

and fewer errors.

Intelenet, a business process services 

supplier, reports that at just one of 

its clients, automation has improved 

turnaround time for vendor payables 

from 14 days to three days. ‘Right from 

the purchase order being issued, there 

is visibility of acceptance of the PO by 

the vendor. There is also visibility over 

when the vendor supplies the goods 

or services, including auto-triggers 

close to the date of supply for both the 

vendor and the purchaser,’ says Hitesh 

Behal, head of Intelenet’s finance and 

accounting centre of excellence.

The FSB says the possibilities that 

electronic invoicing provides for greater 

automation are particularly significant, 

that only one third of businesses have 

any significant level of automation in 

place, as it can be a struggle to find 

the right fit for their business needs. 

But it is worth trying. As Intelenet’s 

chief executive Bhupender Singh says: 

‘Eliminating the hefty amounts of 

paperwork that finance professionals 

have to deal with on a regular basis will 

save businesses an incredible amount of 

time in the long run. We see automation 

playing the biggest role in helping 

professional services in the areas of 

connectivity, and information-filtering 

and analysis. Ultimately, it will allow 

accounting professionals to become 

more proactive and less reactive in 

managing client relationships and driving 

company growth.’ AB

Philip Smith, journalist
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An extra line of defence
Accounting malpractice hasn’t gone away despite regulators’ best efforts, but internal 
auditors can support management in ensuring high reporting standards, says Alan Lees

statements. Such NEDs need to 

be educated so that they clearly 

understand the technical nuances of 

accounting judgments. 

* Board make-up. In the UK and 

elsewhere, there have been moves 

over the years to improve how 

NEDs are appointed to the board, 

using remuneration committees to 

make recommendations. But is the 

NED contingent really independent, 

and is there now a need for an 

external body to be responsible 

for some board appointments? 

It would certainly add a different 

dimension to board structures, and 

should improve the effectiveness – 

and probably quality – of non-exec 

representation. It would definitely 

put paid to the claim that the old-

boy network is alive and well in the 

corporate world.

All these areas should be subject 

to regular re-examination, and the 

company should call on the internal 

auditor to review the processes used 

to develop and embed corporate 

culture. Internal auditors can offer an 

independent view on appropriate and 

effective tone at the top and how it 

can be used to drive good corporate 

behaviour. And an independent review 

of the effectiveness of governance 

arrangements assures corporate 

accountability about key decisions. 

Stringent whistleblowing processes 

also need to be in place. Often when 

there is malpractice, someone in the 

organisation already knows or has 

suspicions about it but may not have 

an outlet for their concerns. Offering 

employees a means of raising issues 

A recent report, Addressing Challenges 
for Highly Subjective and Complex 
Accounting Areas, by the US 
organisation Anti-Fraud Collaboration, 
makes a number of recommendations 
to help businesses ensure accounting 
policies don’t increase the risk of fraud 
or misinformation. 

The report states that entities could 

prevent accounting and reporting fraud 

by introducing more effective internal 

controls, and by being more alert to 

the risk that financial statements can 

present misleading information that 

will benefit fraudsters or cover up 

poor performance. 

But haven’t we been here before? 

These, after all, are some of the major 

recommendations that surfaced after 

the Enron scandal, which led to the 

Sarbanes-Oxley legislation in the US. 

Clearly, in revisiting the same concerns 

that arose at Enron, the US corporate 

community is still looking for answers. 

Meanwhile in the UK, the problems 

of reporting practices obscuring, 

rather than illuminating, underlying 

performance was illustrated by the 

recent Tesco accounting scandal. So 

maybe a rethink and new processes 

really are needed. Surely, what we need 

to be aiming for is improving the control 

and governance mechanisms that 

provide assurance on accounting policy 

and decision-making.

The three key areas
Looking at the report’s key 

recommendations, the fundamental 

requirement is to ensure that accounting 

policies are technically sound and robust 

processes and systems in place to 

Internal auditors 
can offer an 

independent view 
on appropriate 

tone at the top and 
and how it can be 
used to drive good 

corporate behaviour

provide assurance that this objective is 

delivered. To achieve this, organisations 

need to challenge themselves in the 

following three key areas:

* Tone at the top. Senior executives 

need to create a corporate 

culture that ensures everyone 

understands the importance 

of appropriate behaviour at all 

times. Those involved in decisions 

about accounting policies need to 

buy into a corporate culture that 

prevents massaging of figures. That 

culture needs to be sufficiently and 

continuously robust to avoid an 

Enron scenario.   

* Corporate governance oversight. 
Non-executive directors need 

to challenge accounting policy 

decisions more robustly and be sure 

that policies are technically sound 

and consistently adhered to. Some 

NEDs lack the technical skills to do 

this, but leaving it to the ‘experts’ 

can result in failure to examine 

robustly key decisions about 

what is presented in the financial 
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and protecting whistleblowers from 

victimisation are both essential.

If the culture of the organisation sets 

the right tone for corporate behaviour, 

what else is needed? Clearly, effective 

internal controls are essential for 

detecting and preventing errors, and 

stopping deliberate manipulation of 

financial records and reporting. But 

internal financial controls typically focus 

on ensuring the correctness of financial 

transaction streams. 

In the current environment, controls 

are also needed where accounting 

judgments are involved, such as 

ensuring that appropriate policies 

have been consistently applied. This 

is particularly important where profit 

can be manipulated or overstated by 

applying an overly generous approach 

to recognising income. Again, internal 

auditors can provide assurance that 

revenue recognition policies are above 

board and have been systematised to 

reduce the risk of profit overstatement.

External auditors can also help 

ensure organisations play fair with 

their accounting policies. Revenue 

recognition risk is a mandatory area of 

audit focus – some of the corporate 

scandals of recent times have arisen in 

part because auditors did not probe 

deeply enough into this area. Are the 

auditors now doing enough, or are we 

waiting until the next corporate scandal 

to find out that more needs to be done?

Various levels of assurance can be 

used to mitigate the risk of accounting 

misstatement or fraud. The CEO needs 

to create a culture that promotes 

the right behaviour, backed up by 

effective board and governance 

arrangements, and drawing on the skills 

and experience of internal and external 

auditors as an extra line of defence. AB

Alan Lees is managing director of KCG, 

a provider of risk assurance and internal 

audit to the higher education sector
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Blazing a trail
Organisations can now use funding from the new apprenticeship levy to develop their 
in-house training and give staff access to ACCA’s Accounting Technician Apprenticeship

can claim up to £8,100 per apprentice, 

and there are additional incentives 

if the organisation has fewer than 50 

employees on the books. Of course, 

employers mustn’t forget to register 

with the government levy scheme so 

that they can administer their funds if 

they fall within the levy-paying bracket.

Among the training programmes 

available, organisations can offer 

the ACCA Level 4 Trailblazer 

Apprenticeship, if apprentices can work 

with experienced staff, learn job-specific 

skills and spend 20% of their time in 

‘off-the-job’ training that leads to an 

From April 2017, organisations in 
England with a wage bill of more 
than £3m will have begun paying the 
apprenticeship levy. At 0.5%, this 
equates to £15,000 if the payroll is 
on the £3m threshold limit. But if you 
have a salary cost in the £1bn-plus 
bracket (such as some of the largest 
accountancy firms), the levy could be 
costing several millions.

So there is a real incentive for 

employers to look at their training 

arrangements to see whether offering a 

Higher Apprenticeship programme to 

develop new joiners and existing staff 

makes sense. The financial numbers 

alone make it worth investigating.

The National Apprenticeship Service 

(NAS), part of the Education and Skills 

Funding Agency (ESFA – which sits 

within the Department for Education), 

reckons there will be around 19,000 levy-

paying companies, and that around 400 

of those will be paying half of the total 

raised by the levy.

But levy payers can claim back up 

to £9,000 per apprentice from their 

contributions to cover the cost of 

training, which includes a 10% top-up 

from the government. Non-levy payers 
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More information

Visit bit.ly/ACCA-apprentice-rec for 
more on recruiting an ACCA apprentice

ACCA’s Trailblazer Apprenticeship
The new ACCA Accounting Technician Apprenticeship (Level 4) includes the award 

of ACCA’s Diploma in Accounting and Finance if the apprentice completes the 

applied knowledge exams offering an alternative to university-based education for 

apprentices. The ACCA programme offers in-job finance and accounting training 

for over 16s, and takes a minimum of 12 months. It contains three exams taken ‘on 

demand’ during the apprenticeship, when both the employer and apprentice are 

ready, and contains one paper-based exam as part of the final assessment.

What ACCA can offer
* Advice on which qualifications are eligible for apprenticeships and the 

education pathways available to your apprentices.

* Recommendations of local training providers best suited to your needs.

* Advertisements for your opportunities on ACCA’s jobs board.

* Reduced costs compared to competitors.

* Access for your apprentices to study materials, computer-based 

assessments and ACCA’s online network of students.

* Assessment of your apprentices (ACCA is an approved ESFA Apprentice 

Assessment Organisation). The ACCA end-point assessment is made up of 

a role-simulation exam, plus a training log and a reflective statement.

* Suggestions of additional learning to develop your apprentice and help 

navigate the routes to the full ACCA Qualification.

sectors, such as engineering or retail, 

will have finance training needs.

Dawe recommends that an 

organisation should consider how 

many recruits it requires, at what level 

and which training programme would 

be most appropriate. ‘Many training 

programmes are already in place, so 

is the apprenticeship programme an 

appropriate alternative? Many of the 

accountancy firms I have spoken with 

have seen this as an easy switch from 

what they were doing,’ he says.

Of course, a key question will be 

whether or not they are a levy payer, as 

this will affect how much money can be 

claimed back from the government per 

apprentice. For levy payers, the money 

that is paid out will go into a fund to 

which the government will contribute a 

further 10%. This fund will be available 

for apprenticeships for up to 24 months.

apprenticeship award – for example, at 

an employer’s workplace, in a classroom 

or at home via distance learning .

‘Traditionally, apprenticeships were 

at Level 2 and 3 (GCSE and A-level 

equivalents), but the Level 4 Higher 

Apprenticeships are very much a new 

push, and this is where the real change 

is going to happen,’ says Mark Dawe, 

chief executive of the Association of 

Employment and Learning Providers. 

‘Individuals who were thinking of going 

to university – getting into significant 

debt at the end, with no guarantee of a 

job – now have the chance to go into an 

apprenticeship, get paid and come out 

with a job. 

‘The accounting profession had to 

move to a graduate intake because the 

individuals it was targeting were going 

to university and it had to wait three 

years to recruit them, but now it can 

grab those individuals at 18.’

But Dawe stresses that the new 

apprenticeship scheme is not just 

for new recruits, and organisations 

should look across their whole staffing 

programme to see if an apprenticeship 

could offer the appropriate training 

for their needs. Accountancy firms 

may have training needs in other 

departments, such as marketing and 

IT, and conversely companies in other 

But as even non-levy paying 

businesses are entitled to at least £8,100 

per apprentice, it is worth pursuing. 

‘For many companies, especially the 

medium-sized accountancy firms, it is an 

amazing opportunity to get a substantial 

amount of training for 10% of the cost,’ 

says Dawe.

However, before offering an 

apprenticeship scheme, employers 

need to bear in mind that one of the 

primary conditions is the requirement to 

offer ‘off-the-job’ training for 20% of an 

apprentice’s time. The NAS has recently 

issued guidance on what constitutes 

off-the-job training.

‘We would encourage employers 

to read the guidance,’ says Sue 

Husband, executive director at the 

NAS. ‘We are trying to make things 

more straightforward for employers. 

Straightforward, rather than easy, 

because when you are delivering 

development programmes for 

individuals, it is never going to be easy. 

Employers need to do the work and 

become well informed.’

Dawe also urges employers to 

contract with training providers that 

are registered with the ESFA to ensure 

that what they offer will be covered by 

government funding. AB

Philip Smith, journalist
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Taylor-made

Robert Bruce digs deeper into some 
of the key recommendations of the 
Taylor review in his latest podcast, at 
accaglobal.com/ab/podcasts

The taxman gets the gig
The Taylor review may hint that the outcry over the gig economy is a storm in a teacup, 
but it acknowledges that the tax system isn’t keeping up to speed, says Robert Bruce

The Taylor review is about making 

sense of what we can see. As the Law 

Society said in its submission to the 

study: ‘The situation doesn’t need to be 

this complicated.’ And certainly there 

are large sections of the review that look 

at how business life is developing and 

point out how many ways of making life 

easier are emerging. 

In a small acknowledgment of how 

life now works, it looks at the tax gap 

relating to the hidden economy. The 

review records it as around £6.2bn in 

2013-14, representing 18% of the total 

tax gap. Much of this, it says, is down 

to a culture of paying self-employed 

people in cash. 

Social trends
Yet life has changed. Go into a pub 

or coffee shop and probably most 

customers are paying by card. There 

is no reason why small payments to 

gardeners or window cleaners, for 

example, shouldn’t be made in the 

same way. It is a simple change that fits 

a social trend in payments – it is easy 

to achieve. As the review says: ‘Moving 

over time to cashless government-

accredited platforms for the payment 

of self-employed labour would shift the 

default significantly, meaning only those 

who intended to would participate 

in the informal economy. Fully 

implementing this move could reap 

several billions in additional revenues.’ 

There are two ways to deal with 
change: to jerk into action over some 
glaring problem and fling clichés at 
it, or to recognise what is happening 
and then go with the flow and enhance 
the outcomes. The latter is what the 
recently published Good Work: the 
Taylor Review of Modern Working 
Practices does. By simply recognising 
what is going on, then looking at it 
in as analytical and sensible a way as 
possible, it offers a wonderfully clear 
map of the way work is going. 

The report even navigates through 

the current obsession with the status of 

employees – or gig economy freedom-

fighters, or whoever. Its categories 

ought to solve the difficulty of dealing 

with people in an employment context 

where much is changing – although 

even here it makes it clear that the panic 

over a changing world is overblown. 

It points out that the traditional full-

time employee model still makes up 

most of the UK labour market, and it has 

hardly moved as a proportion over the 

past 20 years – falling from 64% of the 

market to 63% over that time. Likewise, 

despite the hysteria, the gig economy 

seems far from a system of modern 

slavery. The Taylor review commissioned 

research and found that 73% of these 

workers were satisfied with their ability 

to be their own boss, and 75% with their 

ability to set their own hours.

Over-complication
So the people at the sharp end seem to 

be more satisfied with how it all works 

than those who are viewing it from afar 

and often with an interest in maintaining 

the status quo. 

Moving to cashless 
platforms for the 
payment of self-
employed labour 

would shift the 
default significantly
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Taylor on tax reform
This is the report’s call to arms: ‘The 

world of work is experiencing the 

biggest structural change since 

the current system of taxation was 

introduced,’ it says. ‘This means that 

now is the right time to properly 

consider whether the way in which 

employment is taxed achieves what 

it is designed to. It is clear to Review 

members that the current system 

is driving behaviours that are not 

always consistent with the delivery 

of fair and decent work. Whether 

this be the business developing a 

workforce model based on reducing 

costs rather than delivering quality, an 

individual choosing self-employment 

simply for the lower tax wedge, or 

consumers driving costs lower still 

through their purchasing choices, it is 

time for change.’

The Taylor review applies this sort 

of reasoning, based on where change 

is leading, to many parts of the world 

of work. It is particularly perceptive on 

the importance of apprenticeships, 

for example. 

And it would be nice to think that 

the government’s improvements in its 

Making Tax Digital proposals owed 

something to coming just days after 

the review’s publication. For all the 

supposed fury at the proposals, the 

review’s research found that 72% of gig 

economy workers would welcome an 

online tool to support them in paying 

the right tax. Making Tax Digital, it says, 

‘is clearly a step in the right direction’.  

And this is true of so much of the 

review’s thinking. Business life could be 

simpler. It is the political process that 

stops it being so. AB

Robert Bruce is an accountancy 

commentator and journalist
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All about output

Look out for more on the UK’s 
productivity in AB later this year

A cautionary tale 
Don’t just accept frequently quoted statistics, says Jane Fuller, without interrogating 
the numbers that have been left out or the motives behind those doing the quoting

and perhaps to provide an antidote to 

simplistic views.

Apart from measurement issues, 

statistics that are poorly understood 

but easily bandied about tend to 

focus attention on the wrong things. 

Take the ‘dependency ratio’ of the 

number of people aged 65-plus for 

every 1,000 of working age. That 

number is forecast to rise by a fifth to 

370 by 2039 – a scary number for those 

apparently being depended upon. But 

not all people of working age are in 

paid work, and 1.2 million aged over 

65 are employed. Some 6.4 million 

pensioners pay income tax, and the 

estates of those who died in 2015-16 

provided about £4.7m in inheritance 

tax. So how financially dependent are, 

or were, they? 

In the context of the debate about 

inter-generational fairness, the word 

‘dependency’ is read as ‘burden’. 

This fuels the growing assumption 

of unfairness and suggests the 

ratio may be roped in as political 

propaganda. 

As you refocus on work after the 

summer break, I have three pleas: don’t 

take commonly quoted statistics at face 

value; ask what is not being measured; 

and consider the motives of those who 

are bandying the figures about. AB

Jane Fuller is a fellow of CFA UK  

and serves on the Audit and 

Assurance Council of the Financial 

Reporting Council

One of the most predictable stories 
about the UK economy is that it is 
a laggard in terms of productivity. 
According to the Office for National 
Statistics, UK productivity is no better 
this year than in 2007 – cue headlines 
about a ‘lost decade’.

But the UK employment rate (for 16 

to 64-year-olds) has reached its highest, 

74.9%, since comparable records began 

in 1971. Are some of these workers 

wasting their time or doing a poor job? 

The fact is, the productivity statistics 

are a poor reflection of both business 

success and what people actually 

experience.

Services, which add intangible value, 

are particularly hard to measure. We all 

want to see ‘high-quality’ audits, but 

if they cost more to carry out than a 

mediocre audit performed for the same 

price, are they less productive? How do 

you measure the intangible benefits to 

the company’s governance and to the 

public interest?

In her book GDP: a brief but 
affectionate history, the economist 

Diane Coyle describes the complex 

adjustments fed into this deceptively 

simple figure, the lags in capturing 

technological innovation and the 

gaps, such as voluntary work. Any 

improvement in the comprehensiveness 

of the measure – my favourite is 

Italy’s overnight addition of the black 

economy in 1987 – throws off course the 

comparative value of such benchmarks. 

Coyle is a leading light at the 

Economic Statistics Centre of 

Excellence (ESCoE), launched this 

year to examine the thorny issue of 

measuring the modern economy –  

Statistics that are 
poorly understood 
but easily bandied 

about tend to focus 
attention on the 

wrong things
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Holistic view

ACCA has published its latest 
integrated report. You can read it at 
annualreport.accaglobal.com

Hidden treasure
Managing the shadow economy requires action at all levels, including embracing it as 
a possible source of innovation and growth, says ACCA president Brian McEnery

It is fantastic to see our professional 

insights team shining some light on 

the shadows with this paper. The more 

we open up the discussion, the more 

we can be aware of the status quo and 

its risks and nuances – and move on 

towards solutions. AB

Brian McEnery is a partner specialising 

in corporate restructuring and 

healthcare consulting at BDO in Ireland

A recent ACCA report has drawn 
attention to the shadow economy – 
that is, goods and services paid for in 
cash and deliberately concealed from 
public authorities (in particular, the 
taxman). The report estimates that by 
2025 the shadow economy will account 
for an average of 21% of global GDP, a 
fall from the 23% of 2011 (see page 36).

A remarkably large proportion of 

economic activity remains concealed, 

and that brings with it a number of 

practical and ethical issues. It falls to us 

as professional accountants to observe, 

report and manage those issues.

While governments end up with a 

smaller tax take, at the coalface of the 

untaxed and unlawful economy, workers 

are at risk from unregulated conditions. 

But it is also true that some evolving 

businesses and business models find the 

traditional economy not fit for purpose, 

and are consequently forced into the 

shadows: the sharing economy is one 

that springs to mind. 

There is a very interesting role for 

professional accountants to play here. 

In an ideal world, we would be dealing 

only with customers and clients who 

operate entirely within the limits of the 

legally defined economy. In practice, 

though, the situation is often not so 

black and white, and part of our role is 

to monitor developments in business, 

business models, rules and regulations, 

and help to shape the developments 

that ensure businesses are sufficiently 

well informed and motivated to operate 

within these constraints.

The report, which covers 28 countries 

all over the world, has some useful 

recommendations for accountants. 

While the shadow economy presents a 

minefield of risk – not least reputational 

– it offers opportunities for accountants 

to help clients in transitioning from 

informal to formal status. 

Some of the ways that we can start 

to deal with the shadow economies 

around the world include developing 

robust country-specific guidance and 

procedures, developing mechanisms 

for handling the interface between 

businesses in the formal and shadow 

economies, working together with 

policymakers and labour market 

experts, and developing education 

offerings and ideas on the topic.
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The idea that 
reducing 

government debt 
should be top 

priority seems to 
be losing out to a 

widespread desire 
to end austerity

Listen to the mood music
As the age of austerity runs out of steam, Britain is living on the never-never, tired of 
below-inflation wages and restraints on public spending, says Peter Williams

mood music has changed, sparking a 

sense that public sector spending and 

investment is inadequate. Workers are 

no longer silently sucking up a drop 

in living standards. Even the good 

news that more women are becoming 

entrepreneurs could be interpreted 

as a decision that running their own 

business is better than the hamster 

wheel of employment. 

Economic growth is unlikely to 

come to the rescue. A productivity 

crisis – which continues to puzzle and 

confound, with UK output levels 0.4% 

below the pre-crisis peak – married to 

sluggish growth points to an economy 

adrift. And confidence levels are likely 

to remain brittle at best as the divisive 

task of leaving the European Union – 

one way or another – lies like a blanket 

of fog over the economy. 

A recent ACCA report even 

suggested that the global shadow 

economy may decline compared to 

the legitimate economy (read more 

on page 36). The study recommends 

one way to tackle nefarious economic 

activity would be to accept and 

accommodate it seems a pragmatic 

suggestion in troubled times. 

With personal and government 

credit cards maxed out, interest rates 

on the floor (or below) and political 

capital equally exhausted, we seem 

stuck in an era of debt-induced 

stagnation. Practical, workable, 

acceptable solutions seem thin on the 

ground; but if you have any, stick ‘em 

on a postcard. AB

Peter Williams is an accountant and 

journalist

Debt is holding prisoner individuals 
and the government. Students 
graduating with debts of more than 
£50,000 face a job market of dodgy 
employment contracts, poor pay 
levels and murky career prospects, 
while having to pay eye-watering rent 
in a housing market where there are 
few realistic prospects of buying. No 
wonder many opt for spending their 
20s in a series of temporary jobs, 
scraping together enough cash to 
fund travel to Machu Picchu or the 
Krabi beaches. Well, it’s one way to 
ensure they don’t sleep permanently 
in the parental home.

Meanwhile the banking system, still 

repairing its collective balance sheet 

a decade on from the global financial 

crisis, has been ordered to turn the 

screw once more. The Bank of England 

wants the financial sector to bulk up 

its reserves to cope with predicted 

losses from a 10% rise in borrowing 

on unsecured credit cards, personal 

loans and car finance. The purchase 

of swanky 4x4s and posh marques on 

2017’s never-never – personal contract 

plans – is widely seen as turning into 

a rerun on wheels of the subprime 

mortgage crisis that sparked the 

2007–08 crash. 

The UK government seems as 

stymied as our debt-laden graduates. 

The UK’s car loan book of £31.6bn 

(three times the figure of 2013) is 

nothing compared to the government’s 

debt of £1.7 trillion. The idea that its 

number-one economic and political 

priority should be to reduce this debt 

mountain seems to be losing out to a 

widespread desire to end austerity; the 
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Raise the issues

Contact us with your concerns at 
abeditor@accaglobal.com

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

time to give your corporate reporting 

a proper MOT.

Investors are (typically) not psychic. 

Put yourself in their shoes and ask 

whether you are providing enough 

information for them to value your 

company accurately. Do you help them 

understand what you do and how you 

create value? Are you explaining the 

potential of the markets you serve, and 

why your company is well placed to 

capture that potential?

That might sound obvious, but it is 

shocking just how often management 

falls into the ‘implicit knowledge trap’. 

How you make money is obvious 

to you. But you need to spell it out, 

preferably with some good metrics to 

provide credibility to your claims.

The quality of your disclosures will 

have a major impact on the confidence 

that investors have in their forecasts, so 

go back to basics. Are your segmental 

disclosures up to scratch? Are one-

offs clearly explained? How about 

your cashflow disclosures? There are 

many sources of inspiration for better 

reporting. Try CRUF’s Five Quick Wins 

or the FRC Lab’s reports. Both have 

suggestions that will have your boss in 

chirpier spirits in no time.  AB

Alison Thomas, consultant

QDoes anyone read a remuneration 
report? As far as I can tell, all 

anyone ever looks at is the big figure.

ACan you blame them? The 

remuneration report is all too often 

a tortuous read that leaves its victim 

reaching for a stiff drink. And you’re 

right; its uninviting structure does not 

encourage a healthy, balanced debate 

about reward packages. 

When the report hits the desk, we 

immediately flick to the appropriate 

page only to be horrified by the 

telephone number of a salary that some 

over-promoted suit is taking home.

But all is not lost. It seems that 

investors do take a more nuanced 

look at remuneration. How is the 

remuneration structure linked to 

strategy? Does performance justify the 

reward package? What were the key 

judgments made by the remuneration 

committee? Analysts tend to be far less 

‘big-figure focused’.

But that doesn’t mean the 

remuneration report is doing its job 

well. Perhaps it is time for a review 

of remuneration disclosures so 

management can create a document 

that does more than provide a ready 

supply of candy for headline writers. 

Q    I’m being asked to produce 
reports on my company’s culture 

for the board. Where do I begin?

A In life, there are the things you can 

count, such as the number of times 

you have to re-dial your broadband 

provider before you can speak to a real 

person. And then there is the important, 

unquantifiable stuff: love, friendship, a 

shower on a hot day.

Do investors 
understand how 

you create value? 
Spell it out, 

preferably with 
some metrics to 

provide credibility 
to your claims 

Until recently, the accountant was the 

master of the first – the things you can 

count – but rarely strayed into the latter. 

But that had to change. In a world 

where intangible assets are more 

valuable than tangible, it was inevitable 

that accountants would be asked to 

help assess whether relatively woolly 

things such as customer satisfaction and 

new product development are on track.

Culture is simply the next – albeit 

critically important – item on that 

long list of areas of corporate life that 

the professional accountant is being 

encouraged to master. 

But don’t panic; ACCA has a helpful 

guide to culture so you can find what 

you need to dazzle your board – see  

bit.ly/ACCA-culture-guide.

QMy boss keeps complaining that 
our stock price is too low. What 

can I suggest we do?

A Is this just the underwater stock 

options talking? If so, I suggest 

a nice mug of camomile tea to soothe 

your boss’s nerves. But if there is more 

to the grumbling than this, it may be 

Telling it how it is

See Alison Thomas’ series of videos 
on various aspects of corporate 
reporting, at bit.ly/ACCA-playlist
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British prime minister Theresa May has been criticised for 
failing to communicate the position her government will 
take in a number of key areas in the Brexit negotiations

Ready, steady, Brexit
A new ACCA survey asks members in the fi nancial services sector how they see the 
impact of Brexit. It fi nds they’re crying out for more government communication

The UK fi nancial services sector employs more than a 
million people and earns between £190bn and £205bn 
every year. The UK is the world’s largest exporter of 

fi nancial services; its relationship with the European Union is 
especially important – in 2015 the EU accounted for 41% of 
the UK’s total fi nancial services trade surplus. The UK’s future 
relationship with the EU, then, is a huge issue.

The potential impact of Brexit on the UK in general, and on 

fi nancial services in particular, has been the subject of endless 

debate since the referendum vote. But what do people on the 

front line think? A new report from ACCA, Brexit impact on 

fi nancial services, answers that question, drawing on the results 

of a survey of 271 ACCA members worldwide in corporate and 

investment banking, asset management and fi ntech. 

ACCA-qualifi ed accounting and fi nance professionals are 

typically at the heart of the decision-making process that 

shapes their organisation’s response to Brexit; they are, says 

the report, a ‘temperature gauge’ to capture the mood of 

professionals at the front line.

Overall, and perhaps not surprisingly, twice as many of 

the survey participants saw Brexit as a net risk rather than an 

opportunity. Those working in larger organisations were more 

likely than those working in SMEs to have concerns.

The biggest worry for survey participants is a lack of (or 

unclear) communication from government and regulators about 

the Brexit approach. ‘There appears to be an acceptance that 
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Ready or not
About half the respondents to ACCA’s global survey have 

started planning, are in the advanced stages of planning, or 

have completed planning and taken the fi rst steps towards 

implementing a post-Brexit plan. One-quarter of respondents 

have made no plans at all.

Proportions of businesses by level of readiness for Brexit

More information

Download the report Brexit impact on fi nancial 
services at bit.ly/ACCA-BrexFS

24%25%

32%13%

5%

a degree of disruption is inevitable,’ says the report, ‘but the 

time it takes to prepare for it means that organisations place 

a high premium on fi nding out, sooner rather than later, what 

their working environment will be like.’ Guidance as early as 

possible, it adds, seems to be at least as important as the 

eventual fi nal outcome.

The report includes detailed interviews with some senior 

experts working in fi nancial services. Ahmed Badr, head 

of legal at payment services provider GoCardless, says of 

the uncertainty: ‘When you’re trying to plan how to face 

those challenges, you’re doing so not only without knowing 

the details of the challenge, but also without knowing 

the timeframes.’ 

For those who see Brexit as an opportunity for the sector, the 

potential for cost reduction was the most compelling attraction 

– the result of lower-cost locations, a streamlining of operations 

or the tactical benefi ts of a devalued sterling.

Making plans
About a quarter of respondents said that Brexit will have no 

impact on their organisation – most likely because they work 

in a country with low exposure to the UK or eurozone. About 

half of respondents had already started or completed their 

Brexit planning, but a quarter had made no plans at all or were 

unclear about what they needed to do. A lack of planning, 

argues the report, may simply be a question of capacity. SMEs 

are unlikely to be able to afford the luxury of setting up a 

project team to explore the implications of Brexit.

A number of fi nancial services fi rms have announced they 

will move, or are planning to move, some of their operations to 

mainland Europe, persuaded this will be necessary due to the 

loss of passporting rights once the UK leaves the EU. 

Badr, though, says that for GoCardless this does not mean 

relocating entirely: ‘There are still many benefi ts to being in 

London, including (for the moment) access to talent, a business-

friendly legal system, a forward-thinking regulator and quality 

of life. But I think we will see more and more fi ntech companies 

opening satellite offi ces, which may grow to be as important 

and large as [those in] the UK.’

The report also discusses what a ‘good deal’ might look like 

for fi nancial services. It was written before the UK snap general 

election, when leaving the single market seemed inevitable: ‘A 

good replacement would be a bilateral agreement based on 

mutual recognition that allows for maximum two-way access 

between the UK and the EU,’ says the report.

Whatever the ultimate deal, the report argues that continued 

regulatory and supervisory collaboration and coherence will 

be essential – it is critical that the regimes for fi nancial services 

in the UK and in Europe remain broadly consistent and avoid 

‘accidental divergence’. The UK, it adds, should promote the 

development and use of international standards wherever 

possible to make it easier for the UK and EU to recognise each 

other’s regimes. ‘Safeguards will also be necessary to ensure 

fair and independent regulatory equivalence determinations, 

so that one side is not hostage to a unilateral withdrawal 

of access rights by the other. Ultimately, the process for 

determining equivalence must be grounded in technical 

factors rather than political ones.’ AB

Liz Fisher, journalist

■ No plans made or unclear about what to do

■ Early stage plan to assess high-level impact

■ Advanced plan, eg with scenarios for different outcomes 

on terms of deal between UK and EU

■ Planning complete and started initial work on execution

■ Brexit does not affect my organisation
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Trust in technology
A Trust in Technology report by HSBC reveals that people are generally trusting of 
day-to-day technology but nervous of innovations such as robo-advice

It takes time to build trust
A survey of the public appetite for new technology for managing their 
fi nancial affairs looked at 11 major international markets. Although most of 
the 12,000 respondents were happy with new technology, it is clear that a lack 
of trust and understanding is holding back the adoption of new technologies.

Believe technology 
makes their life easier

Ignorance breeds wariness
The chart shows how many consumers have never heard 
of particular technologies, making their implementation a 
challenge, as trust is based on familiarity and performance.

Customers unimpressed by the technology offer
Western consumers are underwhelmed, possibly underserved, by the level of innovation on 
offer, with greater experimentation with new services in Asia achieving broader satisfaction.

7%
UK

10%
France

7%
Canada

13%
Germany

15%
Mexico

16%
Hong Kong

18%
Singapore

44%
India

40%
UAE

18%
US

24%
China

8% would trust a mortgage adviser robot

Voice recognition

Digital wallets

Chatbots for customer service

Finance programmes over social media

Robo-advisers using AI algorithms

Blockchain

44%
China

38%
India

19% 
Global

41% would trust a human mortgage broker

Uphill struggle for robot-based advice 
Robo-advisers are artifi cial intelligence-based web services 
that interrogate users to suggest their best course of action.

Those who would trust an 
investment adviser robot

6%

14%

23%

33%

41%

59%

Feel comfortable 
using new tech

76% 80%
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Out of the shadows
With the shadow economy amounting to 22% of world GDP, professional accountants 
need to understand its potential impact on their clients’ businesses – and their own

From cash transactions to unoffi cial employment, the 
shadow economy is accepted by most of us as a fact 
of life. But it comes at a cost: taxes are avoided, fair 

wages undercut, and health and safety standards ignored. 
The best estimate (made in 2011) of the value of the global 
shadow economy is US$10 trillion – if the shadow economy 
were a nation state it would be the second-largest economy 
in the world, employing 1.8 billion people. As facts of life go, 
this is a very signifi cant one.

Many complex forces drive the shadow economy. For many 

people, working in it is a case of necessity rather than choice. 

But the world is changing, and technological development, 

the rise of the gig economy and rapid globalisation confuse 

an already complex issue. What will the implications be for the 

shadow economy in different countries? And what can and 

should we be doing about it? A new report from the ACCA, 
Emerging from the shadows: The shadow economy to 2025, 

attempts to shed light on these diffi cult questions.

The report defi nes the shadow economy as the market-

based production of and payment for legal goods and services 

that are deliberately concealed from public authorities. It 

combines a detailed analysis of its drivers and its possible 

future development, with expert interviews and a global survey 

that help to improve understanding of why it exists.
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Disruptive forces
The world is in the grip of disruptive forces, from economic 

power shifts and political uncertainty to rapid technological 

advance. This means there are many possible scenarios for 

how the shadow economy could develop over the coming 

decade. It could, for example, expand in the near future as 

household income is squeezed and employment opportunities 

are diminished by automation; on the other hand, the gradual 

elimination of cash from society will make it harder for those 

working in the informal economy to bypass the system. 

Overall, says the report, the forces at play ‘suggest that the 

shadow economy will become ever more complex to monitor, 

measure and potentially control’.

The report looks in detail at the emerging agents that could 

affect the evolution of the shadow economy over the coming 

decade. Those taking part in the survey were asked to identify 

the agents in each category (economic, business, socio-

demographic, socio-environmental, governance, and science 

and technology) that they thought would have the biggest 

impact on the growth of informal activity. This revealed the 

major drivers of the shadow economy as being:

* a higher tax burden and complex tax system

* increasing pressures on small business, intense market 

competition and the rise of the independent worker

36 Accounting and Business September 2017

C
PD

GL_I_shadoweconomyCPD.indd   36 11/07/2017   16:57



K
en

ya

M
al

ay
si

a

N
ig

er
ia

Pa
ki

st
an

Po
la

nd

R
us

si
a

Si
ng

ap
o

re

Tu
rk

ey

U
kr

ai
ne U
K

U
S

So
ut

h 
A

fr
ic

a

26
.7

9
26

.7
2

26
.8

9

22
.9 21

23
.6

47
.7

46
.1

1
47

.9
3

31
.9

9
33

.8
9

32
.4

6

2017 2025 Period average (2011–25)

23
.4

2
22

.1
3

23
.3

3

39
.2

9
39

.3
39

.1
9

12
.8

8
14

.0
6

12
.8

6

23
.3

3
24

.1
9

23
.5

9

24
.9

5
21

.5
5

24
.7

46
.1

2
45

.9
8

45
.8

4

11
.2

9
10

.8
3

11
.3

3

7.
69

6.
94

7.
59

* rising unemployment, increasing poverty and limited 

access to education and training

* increased levels of corruption and changing social norms

* regulation that is detached from ordinary people’s lives

* increasing connectivity and adoption of digital technology, 

which offers users a degree of anonymity.

Overall, the shadow economy is expected to decline globally 

by 2025, from 23% of global GDP in 2011 to an estimated 21% 

in 2025. But this decline will not be uniform. Some countries, 

particularly emerging market economies, will probably see an 

increase in shadow activity as a percentage of GDP by 2025. 

The report forecasts the likely increase/decrease in informal 

activity (as a percentage of GDP) in 28 countries between 2011 

and 2025 (see the table below for a selection). The average 

size of the shadow economy in each country today ranges 

from 7.69% of GDP in the US to 66.12% in Azerbaijan. 
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What can accountants do?
The accountant’s role in creating public value can help the 

profession address the problem of the shadow economy:

Monitor. Accountants can engage in direct and indirect 

observation of shadow economy activity.

Influence. They can work with policymakers to help them 

understand the complexities of the problem and to develop 

robust policies and regulation.

Mediate. They can help bring businesses from the shadows 

into the formal economy, and help them manage their affairs.

Automate. They can find ways to use technology to measure 

the shadow economy – eg distributed ledgers (blockchain) 

make it difficult for a single rogue entity to disrupt the system.

Educate. Accountancy professionals and governments can 

work together to develop programmes to incentivise workers 

to formalise their economic activity.

The report highlights the difficulties that countries with a 

significant shadow economy could face in the future, including 

rising poverty and inequality and poor public services. ‘There 

are many positives in how the world of work is evolving,’ it 

states, ‘but there are also risks. Given the tensions between 

the opportunities and risks, could the future of the shadow 

economy lie in its acceptance as a business fact of life, in 

effect decriminalising and legitimising those who, for whatever 

reason, work in the shadow?’

The role of professional accountants
The report argues that accountants need to have a firm grasp 

of the potential impact of the shadow economy on their own 

and their clients’ businesses. ‘They can help those who wish 

to escape from the shadows, while also advising those who, 

through necessity, continue to work in the shade,’ it says. 

But accountants are also committed to public value, and 

responsible and ethical behaviour. How best to strike a balance?

An ACCA survey carried out as 

part of the report found that 22% 

of respondents would not deal 

with customers or clients who they 

believed to be operating in the 

informal sector, and that 20% had 

strict policies in place to ensure 

compliance with the law. But only 

7% said they were making efforts to 

improve their processes to handle 

shadow economy activities.

Whose responsibility is it?
Overall, opinion was split on where 

the responsibility for addressing the 

shadow economy should lie. Some 

76% of respondents felt it should be with government, while 

60% felt it was up to individuals to refrain from taking part in 

the shadow economy and to report shadow activity, and 45% 

wanted local communities to take the lead.

That said, professional accountants are willing to play an 

important role and see themselves as able to do so. The report 

offers a number of recommendations where the profession’s 

core ethical values and its role in creating public value can 

help address the shadow economy. They include:

* monitoring shadow activity

* working with policymakers to help them understand the 

problem and to develop robust solutions for it

*   measuring and modelling the effect of developments such   

as the rise of the sharing economy and virtual currencies

*    mediating between the shadow and formal economies and 

helping businesses emerge from the 

shadows

*   finding ways to use technology 

to monitor and measure the 

shadow economy

*   working with government to 

educate staff and businesses and 

to help them to formalise their 

economic activity. 

However, as the report points 

out: ‘On the one hand any steps to 

engage with the shadow economy 

sector could be seen as entering a 

minefield, with numerous potential 

dangers that could tarnish the 

reputation of individuals, firms and the profession as a whole. 

On the other, it is clearly a significant and growing sector of 

the overall economy, and accountants could play a role in 

helping clients make the transition from informal to formal 

status.’ Either way, the profession should remain close to the 

heart of this debate around the world. AB

Liz Fisher, journalist

‘The forces at play 
suggest that the 

shadow economy 
will become ever 
more complex to 

monitor, measure 
and potentially 

control’

More information

The ACCA report Emerging from the shadows: The shadow 
economy to 2025 is available at bit.ly/shadow-future

Get CPD units by answering questions on this article at 
accaglobal.com/abcpd
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Corridors of powerCorridors of power
China’s Belt and Road initiative could boost 65 countries and has the potential to 
create a third global trade axis. So what are the implications for the global economy?

In a series of speeches in September 2013, President 
Xi Jinping of China set out a plan to create a modern 
version of the ancient trade routes between China and 

Europe. The ‘Silk Road’ was travelled by Chinese merchants 
2,000 years ago; a little later, a maritime trade route would 
connect the continents of Asia and Europe by sea. 

Xi’s plan was to reopen these trade routes, under the 

names of the ‘Silk Road Economic Belt’ and a ‘21st Century 

Maritime Silk Road’; these have since become known as 

the Belt and Road initiative. The ambitious plan would 

connect Asia, Europe, the Middle East and Africa with a 

huge logistics and transport infrastructure network, and 

involves 65 countries that are home to 60% of the world’s 

population. If successful, the Belt and Road project will create 

a third global trade axis.

ACCA, in conjunction with the Shanghai Stock Exchange, 

has undertaken a detailed research project to explore the 

opportunities and challenges for Belt and Road countries in 

terms of politics, economics, society and culture. The Belt 
and Road Initiative: Reshaping the global value chain is the 

culmination of the fi rst phase of the research project – details 

the progress of the project so far, as well as its possible 

benefi ts and risks.

The initiative sets out fi ve priorities to improve cooperation 

between the Belt and Road countries and to increase trade 

along the routes:

* policy coordination between the countries along 

the routes

* investment in new transport infrastructure and 

improvement of existing transport links

* the removal of barriers to trade along the routes 

wherever possible

* financial integration – including the expansion of bilateral 

currency swaps and settlements, the development of the 

Asian bond market, and the establishment of the Asian 

Infrastructure Investment Bank

* ‘people-to-people’ bonds, meaning more cultural, 

student, personnel and academic exchanges between 

countries along the routes.

There are clear economic reasons for China to encourage the 

development of these trade routes. Better power and water 

supplies, as well as improved transport and communications 

links and closer economic cooperation, ‘will ultimately give birth 

to a hyper Afro-Eurasian market’, the report says. ‘Throughout 

the process, China’s role in international trade will gradually 

change from “made in China” to “built by China”.’
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Crossing continents
The Belt and Road initiative would connect Asia, Europe, 

the Middle East and Africa with a huge logistics and 

transport infrastructure network, and involves 65 countries 

that are home to 60% of the world’s population

Growing regional cooperation 
In terms of regional benefi ts, the report outlines China’s desire 

to create a new system of economic growth. As China’s need for 

external support is declining – with annual GDP growth falling 

from 10% to 7% – its ability to support neighbouring countries, 

such as members of the Association of Southeast Asian Nations, 

is on the rise. This was demonstrated at the ASEAN-China 

Summit held in 2013, when China reaffi rmed that ‘a united, 

prosperous and dynamic ASEAN is in line with China’s strategic 

interests’. ASEAN stressed that ‘China’s development is an 

important opportunity for the region.’

Added to this are changes in the industrial division of 

labour in the region. While China’s manufacturing sector 

continues to grow, some industries are beginning to transfer 

into neighbouring countries through outbound investment. 

In addition, China’s surrounding countries and regions are 

undergoing drastic changes in economic growth and structural 

transformation, and need funds and technology. China can 

provide both; through Belt and Road, regional cooperation will 

continue to grow.

The report also discusses the implications for the global 

economy. A key aim is to enable the predominantly developing 

The project will also open up China’s economy to millions of 

new consumers. The countries along the Belt and Road need 

to grow by US$246 trillion in order to lift their per capita GDP 

to the global average. In other words, there is a huge potential 

for consumption and development, and this massive consumer 

market will converge on China. 

The potential for outbound investment offered by the initiative 

is important; Belt and Road provides an outlet for China’s inward 

investment fl ow, which is already the second highest in the world 

(US$145.67bn in 2015). China is plagued by over-capacity in some 

sectors, particularly in steel, heavy chemicals, cement and textiles. 

Belt and Road will help China fi nd new export markets, liberating 

resources from some industries that can be channelled into other, 

more advantageous markets, and bringing with it the opportunity 

for industrial restructuring and upgrading.

Belt and Road will also help to further internationalise the 

renminbi (RMB): ‘If the majority of bilateral and multilateral trade 

between China and the Belt and Road countries is denominated 

and settled in the RMB currency,’ it says, ‘RMB will certainly 

circulate widely and rise in both status and infl uence. In fact, 

to avoid exchange rate risk and reduce transaction costs, RMB 

would be the prime choice as settlement currency.’ 
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More information

Find The Belt and Road Initiative: Reshaping the global 
value chain at bit.ly/ACCA-belt-road1

A freight train leaves Qingdao in east China bound for 
Central Asia. Several Chinese cities have started regular 
freight services to central Asia and Europe 

countries along the route to improve their status internationally, 

as well as helping them to align their development strategy in a 

way that works for them. Belt and Road will also, says the report, 

encourage monetary stability and enable the development of 

an Asian investment and fi nancing system and credit system.

Beyond Asia, the outlook is encouraging, too. According to 

World Bank statistics, while the average annual growth rate 

of global trade and crossborder direct investment stood at 

7.8% and 9.7% respectively in 1990 and 2013, that of the Belt 

and Road reached 13.1% and 16.5% respectively during the 

same period. The report refers to the ‘fl ying geese’ model: 

one country’s economy leads and paves the way for others 

to fl ourish, and suggests that, as China’s industrial structure 

drives improvements and industrialisation along the Belt and 

Road, the country will take on that leading role.

The initiative will also create new opportunities for 

cooperation between countries to further global economic 

growth. It has injected positive energy into the globalisation 

debate, as well as the prospect of helping to alleviate the 

imbalance in economic development between developing 

and developed countries.

It also goes without saying that the Belt and Road travels 

through some of the most volatile countries in the world, 

including Uzbekistan, Kyrgyzstan, Afghanistan, Syria, Iraq, Iran, 

Lebanon and Palestine. Economic development needs peace 

and a stable political system to thrive; that is in short supply 

along parts of the routes and is recognised in the report as a 

signifi cant challenge. 

In addition, national trade protection – such as complex 

export-import documentation, frequent anti-dumping 

investigations and counterbalancing duty measures – is also a 

diffi culty. The report points out that without a trade liberalisation 

policy and relatively stable monetary system, it is diffi cult to see 

how infrastructure construction along the routes could have a 

positive effect on trade and investment.

Even so, China is determined to make the project a success. 

ACCA has operations in 57 countries, and 24 of these sit directly 

in the Belt and Road footprint. Chief executive Helen Brand says 

ACCA is looking forward to playing its part in connecting the 

communities of professional accountants who can contribute to 

the success of this new Silk Route together. AB

Liz Fisher, journalist 
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Embracing analyticsEmbracing analytics
In this second article in a series on the digital CFO, ACCA and PwC look at how 
the fi nance team can use data to align themselves with strategic goals

In the economic downturn of the late 2000s, many 
organisations focused on cost-cutting and austerity, 
strengthening balance sheets and building reserves 

of working capital. With increasing competition and 
disruption in the market, and ongoing economic and political 
uncertainty, organisations are still trying to invest to achieve 
sustainable growth. To succeed, they have to focus on a clear 
strategy, and consider how digitisation can underpin that 
strategy. Yet the challenge remains of where to make the 
most appropriate investments. 

Growth today comes from focusing on core capabilities. 

Businesses often focus on investing where they will achieve the 

greatest return, so they need to have a clear understanding 

of the markets, products and channels where they achieve the 

most signifi cant returns. With the emergence of disruptors in 

many industries, it is all the more essential to take a proactive 

approach. The fi nance function can help by focusing on its 

core capabilities around cost control, analytics, planning, 

forecasting and investment appraisal rather than purely 

reporting on costs. 

Finance functions often act as partners to the business, 

providing stakeholders with valuable insights. By assuming the 

role of the ‘diligent caretaker’, they are also looking after the 

cost base and ensuring that money is spent on ‘good costs’ 

that support business growth, as opposed to ‘bad costs’, 

which do not.

CFOs need to address two signifi cant cost questions if 

they are to make the best decisions: how does the fi nance 

function help the organisation align costs to the business 

strategy? How does it take the lead on this tough journey? 

CFOs can’t expect the business to cut costs if they do not lead 

the way in their own direct area of infl uence.

Digitally enabled CFOs need to understand the strategic 

drivers and identify where value is being generated. Leading-

edge analytics have a critical role to play in providing these 

insights. A recent study by Strategy&, part of the PwC network 

of fi rms, and INSEAD found that companies that are leaders in 

data analytics are on average 38% more likely to be leaders in 

commercial performance.

In PwC’s survey of 2,100 executives in January 2016, only 

33% said their next big decision would be supported by data 

and analytics, and only 24% used predicative analytics. Nearly 

60% said that they used data and analytics to look backwards.

An organisation’s ability to extract insights from 

data is signifi cantly increasing, including instantaneous 

information-gathering via the Internet of Things. For example, 

connected cars can provide telemetric and performance 

data to manufacturers in real time. This accumulation of both 

structured and unstructured data gives signifi cant insights for 

strategic decision-making.

Taking control of data
The CFO needs not only to ensure that relevant fi nancial and 

operational data is included in this ‘data lake’ but also that 

there is appropriate governance over the data so that it can 

be used to improve the quality of decision-making. If fi nance 

teams are not equipped to do this, the CFO needs to think 

about developing their skills. 

If the fi nance team can’t make the data useful in 

supporting strategic business decisions, then the CIO may end 

up encroaching on the territory of the CFO. And if capital and 

operational costs are incurred in aligning decisions with the 

business strategy, then it is important that the CFO be there to 

inform and infl uence.
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More information

This is an extract from ‘Aligning costs with business strategy 
– the digital CFO’, the second in a series of quarterly articles 
by PwC and ACCA, identifying areas of opportunity in the 
face of digital change. See bit.ly/ACCA-PwC-digi

Things to think about
1. Align your cost base and processes to your strategic 

goals. In collaboration with the business, drive an 

understanding of the processes that operate across the 

organisation and of which ones deliver value. Then focus on 

reducing cost in other areas and improving the efficiency 

and effectiveness of the processes that drive value. 

2. Prioritise investments that deliver value and are 
on strategy. Put finance at the centre of investment 

governance and ensure all investments are aligned and 

supported with a solid business case. Prioritise and 

monitor your spend so that it aligns with your strategy 

rather than merely cutting back.

3. Exploit analytics to improve decision-making. Look to 

adopt new technologies and use internal and external data 

sources to drive insights into your cost base, investment 

strategy and value creation through the use of analytics. 

4. Align your performance metrics and reporting to drive 
behaviour. Ensure the organisation’s key metrics drive 

the right behaviour on cost, teaming, investments and 

performance, and redesign reporting to improve  

decision-making. 

5. Invest in the people and tools necessary to deliver 
your strategy. Finance teams must invest in people with 

the appropriate capabilities who demonstrate the right 

behaviour to help the business deliver on its strategy. The 

team must also be supported with the right tools to deliver 

this higher value, more strategically focused insight service. 

Many investment decisions now require a greater context 

before the organisation commits. Cost optimisation is about 

understanding a combination of factors. Investment cases may 

not look right across the enterprise; they could be aligned to 

unit-specific programmes where the greatest return can be 

generated. Intangible values, including the value of the brand 

and talent, are areas for investment. 

These decisions can also be supported using predictive 

analytics and data models, and extrapolating forward the 

impact of certain investment decisions. CFOs and their teams 

are best placed to provide the robustness to support these 

analyses, but this approach raises several challenges. Not only 

does there need to be sound governance over the data but 

also a strategic focus, which may well challenge the traditional 

reporting structures. 

Finance is less likely to object to business developments 

if it can support the analysis behind these decisions. But this 

has to be managed properly. You need to be clear on the costs 

that support the organisation’s core business activities. The 

traditional view of apportionment may need to be challenged, 

which in turn may reappraise the return from core activities.

Achieving this shift in focus requires good data analysis 

tools. Many organisations are finding that the traditional 

key performance indicator reports that have been produced 

for many years are no longer relevant because they are not 

aligned to the strategic goals. Using simple analytics tools 

enables finance to improve decision-making across the 

organisation, speeding up the decision support process and 

providing more forward-looking insights.

So what of the finance function itself? Finance can be a role 

model in aligning itself to work in conjunction with the strategic 

goals. Through application of techniques such as zero-based 

budgeting, it can optimise its own cost base in alignment with 

the core capabilities. Opportunities for automation can be 

applied to areas where there is greatest commercial advantage, 

streamlining processes that create the greatest return.

Finance as role model
If the finance team is to support strategic decision-making, 

it needs to have the right skills in place to do so. It needs 

individuals who understand and can work with data and analytics 

tools at several levels. Advanced analytics require data-scientist 

skills to deliver insights from structured and unstructured data. 

Business partners need to be able to perform data interrogation 

using desktop tools that look beyond the traditional reports to 

give business leaders true insights into an entity’s operational 

performance and offer the advantages of scenario planning.

Investing in these skills, which may well be at a premium, 

can provide the business case for automation if finance is 

to truly align its cost base with the strategic goals of the 

organisation. ACCA’s research Professional Accountant – the 
future highlighted this changing capability mix.

It is important to have a culture of innovation and sharing 

in the finance function. By fostering this, team members 

at all levels can develop cost and efficiency strategies and 

create a common purpose in achieving the organisation’s 

strategic goals. AB 

Jamie Lyon, head of corporate sector for ACCA, in 

collaboration with Brian Furness and Andrew McCorkell of 

PwC, and Jens Madrian, CFO/COO of Reactive Technologies
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Have you got what it takes?

Watch Dr Rob Yeung’s video on how 
to become an authentic leader at 
bit.ly/Y-authentic

To yourself be true
‘Authentic’ leaders know their own values, beliefs and skills, and respond to the 
values, beliefs and needs of their colleagues. Rob Yeung explains how to be one

as well as your strengths? Can you 

describe the impact you have on the 

people around you? Self-awareness 

is having an accurate understanding 

of your gifts as well as your gaps – in 

particular the effect these have on 

co-workers. Of course, the only way 

you can genuinely know the impact 

you have on others is by asking 

them. The best leaders I’ve worked 

with solicit opinions on a regular 

basis through formal techniques 

such as 360° feedback and through 

conversations with colleagues, 

customers, mentors and coaches. 

They ask over and over: ‘How am I 

doing? What could I do better?’

* Transparent communication. 
To what degree do you convey 

information? How clearly can you 

articulate your views and explain the 

reasons, beliefs and values behind 

your decisions? Can you tell people 

about problems and concerns 

in a constructive rather than a 

demoralising manner?

 Authentic leaders try to be as honest 

and open as possible. That doesn’t 

mean sharing all your frustrations and 

being aggressive. Nor does it mean 

telling others about your worries 

in a way that discourages them. 

Authentic leaders share information 

– but in a way that is productive and 

appropriately positive.

* Balanced decision-making. You 

may already seek out and analyse 

Virgin’s Richard Branson, Apple’s Steve 
Jobs and media tycoon Oprah Winfrey 
are some of the most famous business 
leaders in recent times. What can we 
learn about leadership from them?

I would argue not much. Just because 

they have profile does not mean that we 

either could or should emulate them. 

Research is a much better teacher.

One hot concept among academics 

is the idea of authentic leadership. 

The concept of authenticity probably 

originated with the Greeks: it centres on 

being true to yourself. It implies having 

knowledge about your values, strengths 

and weaknesses – and being able to live 

in accordance with them.

Better results
Authentic leaders not only know their 

own values, beliefs and skills, but 

also make decisions that play to the 

values, beliefs and needs of those 

around them. That may sound rather 

theoretical, but researchers including a 

team led by Arizona State University’s 

Fred Walumbwa have shown that more 

authentic leaders all over the world – in 

Kenya and China, for example, as well 

as the US – tend to get better results. 

Managers who score highly for authentic 

leadership also tend to be rated by their 

line managers as more effective.

Authentic leadership has four 

components or skills. If you would like 

to become a more authentic – and 

therefore successful – leader, consider 

using these four categories, described 

in the rest of this article, as prompts for 

discussion with the people around you.

* Self awareness. To what extent 

can you describe your weaknesses, 

Can you remember 
the last time you 

listened to an 
opposing point of 

view and changed 
your mind?
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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

manager and as a result my career development is 

non-existent and I feel constantly on edge. I’ve now 

heard rumours that another restructure may be on its way 

and I feel that I’ve had enough. How can I exert more control 

over the situation?

A The hard truth is that organisations nowadays must do whatever it takes to 

thrive or even survive. It is therefore entirely your responsibility to look after 

your own career development.

To begin career planning, fi nd job descriptions for the role that would be the next 

step up for you. Go online or ask within your network to get detailed job descriptions 

so that you can analyse the skills, qualifi cations and experience you need to progress.

Then make a plan to gain those skills, qualifi cations and experiences. Seek projects 

in your organisation you would like to do or be part of and then make the case for 

why you should work on them. Use restructures as an opportunity: volunteer to 

join committees or teams engaged with change projects. Even if your role is minor, 

you will gather valuable experience of how organisations change – skills that are 

increasingly prized by employers in an ever-shifting competitive landscape.

By taking charge of your career, you will feel more in control. But be warned: it will 

add to your working week and require drive and persistence on your part.

Finally, accept you may need to look for a new role outside of your current 

employer. If your organisation’s new structure is not able to offer you what you want, 

you must take it on yourself to fi nd the role and the work you desire.

Tips for the top 
Recently I was coaching a manager who was feeling frustrated that he had been 

overlooked for promotion. I pointed out that promotion often depends on two 

factors, which can be described as ‘requirements versus relationships’.

I defi ne requirements as all of the explicitly stated metrics that are used to assess 

personal performance. So that includes the specifi ed goals, targets and objectives 

that you are striving to meet.

However, relationships also matter greatly. Who are the 

key decision-makers in your organisation that can either 

support or derail your bid for promotion? To what extent 

do they know who you are? Do they rate, respect and 

like you too?

Most people are better at either fulfi lling the 

stated requirements of their roles or managing the 

unspoken relationships that are needed for success. 

Be sure to ask for candid feedback and identify where 

you may be weakest so that you can fi gure out how 

best to invest your efforts in future.

Dr Rob’s talent clinic

Q I’ve been in my job for just over 

three years during which time 

the department has restructured 

twice. Each time, I have been 

assigned to work for a new line 

data before making decisions, but 

how often do you ask colleagues 

for opinions that contradict your 

beliefs? Can you remember the 

last time you listened to an 

opposing point of view and 

changed your mind?

 Authentic leaders realise they 

can’t know everything and 

that it’s important to gather 

opinions as well as data. 

Sometimes, leaders tell me their 

teams would speak up if they didn’t 

agree, but in my experience 

that’s rarely the case. The truth is 

that people often feel reluctant 

to speak up, fearing they will be 

seen as critical and unsupportive. 

Strong leaders regularly seek out 

dissenting points of view.

* Moral behaviour. Authentic 

leaders make decisions that are 

principled, honest and honourable 

– even in the face of pressure from 

customers, senior colleagues, 

shareholders or other groups. 

 Every manager in the world believes 

they operate by a strong moral 

code. But when was the last time 

you resisted pressure – financial or 

otherwise – in order to do the right 

thing from a moral point of view? 

To what extent would the people 

in your team say that you make 

decisions that are guided by a set of 

positive standards? AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk
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Strategic mindfulness
Managers need to be conscious of when their mind is impairing their decision-making. 
Tony Grundy explains the dangers of cognitive bias and how to avoid it

consistency (the ‘halo effect’, where 

if the last thing experienced was 

good, the expectation is that what 

comes next will be good too)

* a focus on existing evidence and a 

disregard for absent evidence (‘what 

you see is all there is’)

* greater sensitivity to losses than 

gains (‘loss aversion’)

* decisions too narrowly framed and 

made in isolation of each other.

A key danger of cognitive bias is that 

it is this quick, instinctive and purely 

intuitive thinking that leaves us open to 

being deceived. Social psychologists 

have suggested that clever people can 

be more vulnerable to being fooled, as 

they are more averse to being found to 

have made mistakes, so these become 

‘self-sealing errors’.

Then there is the danger of ‘group 

think’, where the outlying opinions in 

a team become narrowed towards a 

consensus with the core of the team so 

that sound challenges to a particular 

strategy get shouted down. 

Consider also commitment bias, 

where commitment to a course of 

Good corporate decision-making – 
such as investment in new products 
and markets, M&As and organisational 
change – requires in-depth thinking, a 
careful assessment of pros and cons, 
and much evidence. Hard to argue with 
that, but does this model really accord 
with actual management practice?

We know from research that such 

decision-making is frequently flawed 

because it is swayed by a whole variety 

of cognitive biases that board members 

will not be immune to.

Cognitive biases occur when people 

get carried away with what they expect, 

or what they assume to be the case, 

rather than reaching conclusions on 

the basis of a more deductive and 

empirical model of decision-making. 

Cue cognitive bias theory, developed by 

psychologists Amos Tversky and Daniel 

Kahneman in 1974.

In his book Thinking, Fast and 
Slow, Kahneman highlights many 

experimental studies of the biases that 

infect human decision-making. Because 

decision-making relies so heavily on 

intuition, it makes a real difference to 

Clever people can 
be more vulnerable 

to being fooled, 
as they are more 

averse to being 
found to have 

made mistakes

economic performance and should be 

every FD’s concern. 

Some of the characteristics of 

worrying biases that appear to be 

strongly supported by psychological 

experiments include: 

* a sense of cognitive ease (ie ‘I find 

this easy’), associated with illusions 

of truth, pleasure and reduced 

vigilance

* a neglect of ambiguity and the 

suppression of doubt

* a tendency to believe and confirm

* an exaggeration of emotional 
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people tend to default to intuitive, fast 

thinking, as opposed to much more 

ponderous logical and deductive styles. 

But I believe the two styles can come 

together in a third system. For instance, 

you might make an intuitive jump that 

is not haphazard but ordered (‘getting 

your ducks in a row’) yet seems to 

happen in a few blinks. 

Faced with bias, an FD has got to be 

like a holding midfielder in a football 

team, bringing the team and its leader 

back to a deductive model of slower 

and evidence-based decision-making, 

rather than just following the decision 

momentum and merrily turning the 

team’s collective delusions into a happy-

looking set of numbers.

Indeed, the FD needs mental 

flexibility, capable of going with the 

system 1 intuitive approach, slowing 

it down to system 2, while also ready 

to go with my system 3, where the 

action escalates as a non-linear curve: 

as you start to put effort into exploring 

a possible strategy, you are already half 

way to committing to it, as no one wants 

to see wasted effort.

Beware of intuition
We all recognise the importance of 

intuition in decision-making, but it 

is intuition that exposes us most to 

deception. Kahneman warns of the 

‘good and bad news’ about intuition. 

The good news is it is very quick, low-

effort and often reliable; the bad news 

is it can be profoundly dangerous, as it 

may omit important data and is highly 

vulnerable to bias.

He talks in terms of the human mind 

having two, polar-opposite styles of 

thinking: thinking fast (intuitive thinking), 

or ‘system 1’; and thinking slow (logical 

and deductive), or ‘system 2’. He 

suggests with everyday tasks most 

insights seem to come in a flash but are 

a product of a logic chain as well. It can 

help to visualise these as ‘red’, ‘blue’ 

and ‘purple’ thinking, respectively.

I suggest practising strategic 

mindfulness: constantly track the state 

of cognitive flow that the team and 

you are in and learn how to modulate 

it, maybe using these colours. As the 

anchor person you need to guide the 

system 1 and system 3 thinking by 

sometimes bringing it down into the 

slower system 2, or even jolting it to 2 

and 3 if totally stuck in 1. AB

Tony Grundy is a business school 

academic and independent 

strategy consultant
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More information

davidparmenter.com

Time is of the essence
With standard time management tactics reaching the limits of their effectiveness, 
David Parmenter has some new tips and tricks for taming the work monster

had even arrived at the office that 

afternoon, the new procedure was 

in place. He felt so energised by 

his success, he has stayed at home 

every Thursday morning since to 

focus on implementing change. 

Besides these three techniques, I apply 

a number of rules until an important but 

not yet urgent task is done:

* Don’t answer phone calls, texts, 

emails.

* Don’t spend time on social media.

* Make strategic phone calls.

* Write important emails and reports.

Time management is one of your most 

powerful tools. I urge you to face up 

to the distasteful, do jobs within five 

seconds of thinking of them, and vanish, 

once a week, to focus on tasks crucial to 

creating a future for yourself. AB

David Parmenter is a writer and 

presenter on measuring, monitoring 

and managing performance 

In this high-pressure world we live 
in, we are becoming increasingly 
time-poor. The old lessons of time 
management need to be updated to 
reflect the new world that we now 
work in.

Here are some tips for how to 

make the most of your precious time, 

compiled from a range of sources.

* Out, damned spot All of us, 

like William Shakespeare’s Lady 

Macbeth, face issues that won’t go 

away because we avoid confronting 

them. I learnt on a self-development 

course to ask myself, when I wake 

up in the morning, what I don’t want 

to do that day. The subconscious 

will answer you back honestly. Your 

task, when you arrive at work, is to 

do that thing that was unpalatable 

to your subconscious – make that 

call, organise that appointment or 

write that report you have been 

avoiding. Two things will happen: 

the feared task will not be so 

hard to complete, and you will 

feel much lighter as this great 

weight is lifted off you. Try it – I 

hope you find it as useful as I have.

* The five-second rule I am a member 

of a dining club and need to pay 

fees at each dinner I attend. It is 

a task I always leave until I get 

chased up and am embarrassed 

into action. A friend who is a 

successful businessman told me 

about the five-second rule. The 

consciousness holds short-term to-

do actions for about five seconds. 

When you realise that you have 

to do something, you then have 

five seconds to take some action 

accordingly or resign yourself 

to having to think about it 

again some other time. 

I am now a convert to 

the five-second rule.

* Blue-sky Fridays 
Every Friday morning 

I move my laptop 

from my home office 

to the lounge and 

dedicate myself to 

looking at tasks that 

will shape my future. 

You need the 

mental space 

that this provides 

(and perhaps a 

new environment, 

different from your usual 

workspace) to be able to leave 

behind the mundaneness of the day 

job and look at the bigger picture, 

whatever that might be for you. 

I once met a partner in an 

accountancy firm who had attended 

an expensive practice development 

course. Having invested £5,000 in 

training, he had not implemented 

anything. So, one week, he stayed 

at home on the Thursday morning 

and focused on implementing a 

new procedure. Emails were sent 

and phone calls made. Before he 
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Testing, testing, 1, 2, 3…
Adam Deller looks at the proposed changes to the accounting for testing an asset before 
it becomes available for use, which should end the arguments about capitalisation

IAS 16, Property, Plant and Equipment, 
has long been a cornerstone of IFRS 
Standards, being applicable to the 
vast majority of organisations that 
apply the international fi nancial 
reporting standards. 

The International Accounting 

Standards Board (IASB) has identifi ed 

two key areas where there is a diversity 

of application of the capitalisation of 

costs as part of a non-current asset. 

Both these areas are addressed in the 

IASB’s work plan for 2017.

The fi rst area relates to IAS 23, 

Borrowing Costs, rather than IAS 16, 

but is still very much linked to which 

costs are eligible for capitalisation. The 

change was discussed in the May 2017 

edition of Accounting and Business, 

as part of looking at the IASB’s annual 

improvements process, so the topic 

won’t be examined in depth again 

here. In summary, the IASB’s proposed 

change is to look more at the interest 

rates that are eligible for capitalisation, 

rather than whether costs qualify as an 

asset or not.

The second issue relates to the most 

recent exposure draft issued by the 

IASB, in June, which relates to the 

testing of an asset before it becomes 

available for use. Unlike the proposed 

amendment to IAS 23, this exposure 

draft looks specifi cally at whether or not 

items should qualify as an asset.

The question of whether items 

qualify for capitalisation has provoked 

lively discussion in many a company, 

with management and auditors often 

thrashing out whether items can or 

cannot be capitalised in accordance 

with the IAS 16 standard. 

Any debate about whether items are 

of such a capital nature tends to revolve 

around paragraph 16 of IAS 16, which 

states that any costs directly attributable 

to bringing the asset to the location and 

condition necessary for it to be capable 

of operating must be capitalised. This 

phrase requires the application of sound 

judgment as to what costs are directly 

attributable, and whether those costs 

really bring the asset into a state of 

being available for use.

Typical qualifying costs
To provide further assistance, paragraph 

17 gives examples of some of the more 

common costs likely to be classed as 

directly attributable, and so eligible for 

It is possible 
that the revenue 

from the samples 
produced by 

the equipment-
testing could 

exceed the costs
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Example
A mining entity is in the process of constructing and testing equipment that is not yet 

available for use. The details of this are as follows:

Construction cost to date US$300m

Costs associated with the testing 
process to date

US$11m (US$6m testing the equipment, 
US$5m cost of samples produced during 
the testing process)

Proceeds from selling items 
produced during the testing phase US$9m

Revenue US$9m

Cost of sales (US$5m)

Gross profit US$4m

Under the existing IAS 16 treatment, all costs would be capitalised, net of the 

proceeds from selling items produced during the testing phase. This would mean 

the asset would be recorded at a cost of US$302m (US$300m + US$11m - US$9m).

Under the proposed treatment, the asset would be capitalised at US$306m – the 

construction costs plus the US$6m costs associated with testing the equipment.

The US$9m proceeds would be recorded in revenue, with the US$5m costs of 

producing the samples included in the cost of sales. Any samples produced but 

unsold at the reporting date would be included within closing inventory.

The summary below shows the difference in the current and proposed treatment 

under IAS 16.

Statement of financial position Existing treatment Proposed treatment

Property, plant and equipment US$302m US$306m

Statement of profit or loss

entities deducting proceeds only from 

the sale of items produced during the 

testing phase, while others deducted 

all sales proceeds until the asset was 

capable of operating in the manner 

intended by management (ie available 

for use). 

To address these issues, the exposure 

draft proposes two amendments. 

First, paragraph 17(e) will clarify the 

definition of testing, referring to it as ‘an 

assessment of the technical and physical 

performance’ of the asset. The costs 

associated with the testing of an asset 

will still be capitalised in accordance 

with IAS 16.

Profit and loss
Second, and much more importantly, 

it removes the standard’s requirement 

for the net proceeds to be deducted 

from the cost of the item. Instead, the 

exposure draft proposes the insertion 

of an additional paragraph (paragraph 

20A) in IAS 16, stating that any proceeds 

and costs associated with items 

produced in the process of bringing 

an asset to the location and condition 

necessary to be available for use should 

be recognised in profit or loss.

This proposed change will remove 

the need for judgment about which 

proceeds to deduct from an asset and 

whether these should be capped at 

the cost of testing. Instead, all items 

produced during this process would be 

recognised in revenue and cost of sales, 

in accordance with IFRS 15, Revenue 

capitalisation. Within paragraph 17 (e) 

is the statement that is the subject of 

the exposure draft. The current position 

is that examples of directly attributable 

costs should include ‘costs of testing 

whether the asset is functioning properly, 

after deducting the net proceeds 

from selling any items produced while 

bringing the asset to that location and 

condition (such as samples produced 

when testing equipment)’.

For service industries, these costs (and 

therefore this change) are unlikely to be 

significant, but certain manufacturing 

entities, extractive industries and the 

petrochemical industry may have 

to undertake a substantial amount 

of testing of equipment before it is 

deemed to be available for use. 

One of the problems is that it could 

be possible for these proceeds to 

be significant or actually exceed the 

cost of testing. This has led to varying 

treatments, with some believing that the 

entire proceeds should be deducted, 

leading to an overall deduction in the 

asset cost. Others believe that the 

amount of proceeds to be deducted 

from the asset should be capped at the 

testing costs, with the excess going to 

profit or loss.

A further problem is that the IASB 

found that paragraph 17 was being 

applied in several ways, with some 
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from Contracts with Customers, and 

IAS 2, Inventories. No depreciation will 

be incorporated in the cost of the items 

produced, as these will occur before the 

asset is available for use and therefore 

before any depreciation is applied to 

the asset.

The IASB believes that this change is 

the simplest way to remove diversities 

in application, and believes it is more in 

line with the recognition of elements in 

the fi nancial statements.

It also believes that whether or not 

these elements are produced as part 

of the construction process, they 

fundamentally meet the defi nitions of 

income and expenses and should be 

recorded in profi t or loss accordingly. 

Currently an entity’s total revenue could 

be misunderstood (and understated) as 

the sales made during this process are 

net of the cost of the asset rather than 

being included in revenue.

For entities where this is likely to be 

signifi cant, such as businesses in the 

extraction and petrochemical industries, 

the application of this change to the 

standard will be likely to result in 

increases to non-current assets, and 

increases to revenue and cost of sales.

As the example in the box on the 

opposite page shows, it is likely that 

an entity will now record an element 

of profi t in the construction period. As 

the asset value will also be higher, this 

will result in higher depreciation and 

therefore lower profi ts in future periods 

compared with the existing treatment. 

Effectively the proposed change means 

that income generated from these sales 

is recorded immediately rather than 

spread over the life of the asset in the 

form of a lower depreciation expense 

based on the reduced asset cost.

Disclosure
If this narrow-scope amendment were 

to be made to IAS 16, no additional 

disclosures would have to be made 

beyond the existing requirements. 

The IASB believes that the existing 

disclosures in relation to IFRS 15 and 

IAS 2 are suffi cient, and the income or 

expenses relating to items produced 

before the asset is available for use will 

be covered under these.

The proposal under the exposure 

draft is that this amendment will be 

applied retrospectively, but only in 

relation to assets becoming available 

for use on or after the beginning of the 

earliest period presented in the fi nancial 

statements. The cumulative effect of 

initially applying these amendments will 

be recognised as an adjustment to the 

opening balance of retained earnings.

The deadline for comments on the 

exposure draft is 19 October 2017. AB

Adam Deller is a fi nancial reporting 

specialist and lecturer

The change is 
likely to result in 
increases to non-

current assets, 
revenue and cost 

of sales in the 
extraction sector
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received from both NHS and non-NHS 

trade creditors.’ 

The manual also states that IFRS 17, 

Insurance Contracts, IFRIC 22, Foreign 
Currency Transactions and Advance 
Consideration, and IFRIC 23, Uncertainty 
over Income Tax Treatments, have 

been added to the list of standards 

and interpretations not yet applicable. 

The list still includes IFRS 9, Financial 
Instruments, and IFRS 15, Revenue from 
Contracts with Customers, which have 

planned implementation in 2018-19, 

and states that IFRS 16, Leases, is still 

subject to HM Treasury consideration. 

The manual is also clear that early 

adoption is not permitted. 

You can see the 2017/18 manual at bit.

ly/nhs-acc-man.

Money laundering
The Financial Reporting Council 

(FRC) consultation paper and impact 

assessment, Money Laundering 
Guidance, is open for comment until 

8 September. It proposes revision of 

Money Laundering Guidance for UK 
Auditors on UK Legislation (Practice 

Audit and reporting
 

NHS accounting manual
The Department of Health Group 

Accounting Manual 2017 to 2018 (DH 
GAM) has been issued, with a note 

highlighting that it will be updated for 

content that is ‘not yet available, such as 

Treasury Discount Rates’.

The manual only includes detailed 

accounting guidance where Department 

of Health group bodies are: 

* ‘required to depart from IFRS or the 

HM Treasury Financial Reporting 

Manual (FReM) 

* required to make specific 

disclosures in addition to IFRS and 

the FReM 

* required to follow a particular 

accounting treatment to ensure 

consistency across the departmental 

group, or 

* faced with particular circumstances 

that IFRS or the FReM do not 

address’.

The changes and clarifi cations are 

summarised at the beginning of the 

manual and include many areas where 

the guidance for NHS foundation trusts 

extend to include NHS trusts. Some of 

the specifi c changes are: 

* clarification that golden hellos and 

compensation for loss of office 

should no longer be excluded from 

salary in table for the ‘single total 

figure of remuneration’

* clarifications on the disclosure of 

audit fees, including prohibitions 

arising from the Revised Ethical 

Standard 2016

* disclosure requirements for 

contingent liabilities set out in 

the manual

* disclosure requirements for late 

payment of commercial debts set 

out in the manual

* disclosure requirements for better 

payment practice code set out in 

the manual.

The Better Payment Practice Code is 

similar to that for large companies with 

specifi c requirements to disclose targets 

and actual payments. The paragraphs 

state that the note should report 

‘compliance with the better payment 

practice code in respect of invoices 

The FRC 
consultation 

paper and impact 
assessment, 

Money Laundering 
Guidance, is open 

for comment

Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a roundup 
of the latest developments in audit, fi nancial reporting, tax and law
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New requirements for academies
The Academies Accounts Direction 2016 to 2017, the reference pack for academy 

trusts preparing and submitting financial statements to the Education and Skills 

Funding Agency for the year ending 31 August 2017, includes several specific new 

requirements. These include disclosures relating to:

* financial instruments within accounting policies 

* Equality Act 2010 (Specific Duties and Public Authorities) Regulations 2017 

* the apprenticeship levy

* consideration regarding accounting for land and buildings.

See more at bit.ly/academies-acc.

Note 12 ), and its incorporation as 

an Appendix to ISA (UK ) 250 Section 
A Revised: Consideration of Laws 
and Regulations in an Audit of 
Financial Statements.

The FRC highlights that a number 

of detailed sections will be deleted 

from the guidance. The paper also 

highlights the following sections, which 

have been updated to take account of 

Money Laundering, Terrorist Financing 
and Transfer of Funds (Information of 
the Payer) Regulations 2017 and the 

National Crime Agency’s role: 

* legislative and regulatory framework 

* local public audit 

* changes to UK anti-money 

laundering authorities. 

You can find the consultation at bit.ly/

frc-aml.

Tax 

Gift Aid
Charities detailed guidance notes on 
how the tax system operates has been 

updated with a new Annex. Annex ix: 
Gift Aid donor intermediaries sets out 

the Gift Aid declaration ‘authorisation’ 

process. It aims to introduce a simpler 

process for digital giving and to 

simplify the Gift Aid process for donors, 

intermediaries and charities. 

The guidance highlights that the 

‘authorisation process enables a donor 

intermediary to obtain authorisation from 

a donor to create Gift Aid declarations 

on the donor’s behalf for that donor’s 

gifts in the rest of the tax year’. This will 

allow an intermediary to ask permission 

to create Gift Aid declarations on the 

donor’s behalf in respect of all donations 

to all charities made via their platform in 

the rest of the tax year.

The process requires the donor 

intermediary to request ‘permission 

from the donor to create Gift Aid 

declaration on that donor’s behalf for 

the rest of the tax year’.

Donors will receive from the 

intermediary an annual statement that 

will be issued by 31 May following the 

end of the tax year and will cover all 

donations made for which Gift Aid 

applies. The exception to this is where 

the total value of donations in that tax 

year is £20 or less, or where only one 

Gift Aided donation is made in the tax 

year, in which case the annual statement 

from the intermediary is optional. 

Practitioners may wish to update their 

self-assessment client letters to include 

the above. More at bit.ly/char-guide. 

Deliberate tax defaulters
HMRC has published the list of 

deliberate tax defaulters. These are 

companies and individuals where the 

additional amount of tax is over £25,000 

and they have incurred a penalty 

because ‘they’ve either:

* deliberately provided one or more 

inaccurate documents to HMRC,

* deliberately failed to comply with 

an HMRC obligation, or

* committed a VAT or excise 

wrongdoing’.

As you would expect, the penalties are 

over 75% of the tax due. As a reminder, 

HMRC states that ‘where a penalty 

arises because of a lack of reasonable 

care, the level of the penalty will 

depend on the reasons for the error and 

the potential lost revenue (PLR). The PLR 

is an additional amount of tax that is 

due or payable as a result of correcting 

the inaccuracy.
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Understanding 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 the risk 

publications at bit.ly/fco-update.

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/fco-guides.

FCO Political and Economic Updates provide information for UK businesses on 

how to identify opportunities and guard against political and economic risks when 

trading overseas. More at bit.ly/fco-update.

For example:

* if a penalty arises because of a lack 

of reasonable care, the penalty will 

be between 0% and 30% of the 

extra tax due

* if the error is deliberate, the penalty 

will be between 20% and 70% of the 

extra tax due

* if the error is deliberate and 

concealed, the penalty will be 

between 30% and 100% of the extra 

tax due.

The penalty can be reduced if you or 

your client tells HMRC about the error. 

HMRC may make further reductions 

depending on the quality of the 

disclosure. Penalties can be reduced by:

* telling HMRC about the errors

* helping HMRC work out what extra 

tax is due

* giving HMRC access to check 

the figures.

You can see the list of deliberate tax 

defaulters at bit.ly/hmrc-defaulters and 

guidance on penalties at bit.ly/pen-hmrc.

Tax avoidance
HMRC has highlighted, in Spotlight 
38 VAT: supply splitting tax avoidance 
schemes, that VAT schemes that 

suggest splitting a single transaction 

into multiple transactions to reduce the 

VAT owed is regarded as tax avoidance. 

It states that ‘HMRC considers that such 

arrangements should be taxed as a 

single supply where:

* multiple suppliers are used where 

the same elements could be 

provided by one supplier

* the customer has no opportunity 

to decline to take one of the 

individual elements.’

More at bit.ly/hmrc-spot.

Self-assessment filing
The 30 October filing deadline is fast 

approaching for those who are paper 

filing. Although HMRC would prefer 

online filing, for some of the software 

issues highlighted in Self Assessment 
Individual Exclusions for online filing – 
2016/17, taxpayers have the option to 

revert to paper filing up to 31 January. 

A reasonable excuse claim should 

accompany the paper return when 

relying on this.

More at bit.ly/hmrc-sa-tech.

Law

Auto-enrolment
As previously highlighted, from October 

new employers, which will include all 

new limited companies, will have instant 

pension duties and obligations. These 

businesses will need to put pension plans 

in place. Advisers should update new 

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 

a pension scheme will still have a legal 

requirement to complete a declaration 

of compliance online within five months 

of their duties start date. 

You can find the guidance at bit.ly/

tpr-first and bit.ly/tpr-bus-adv.

Modern slavery
The reporting requirement under 

Section 54 of the Modern Slavery Act 
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2015 enters its second year, with many 

reports being made now. The reporting 

requirement applies to any entity that 

fulfi ls the following four criteria:

* it is a commercial organisation

* it supplies goods or services

* it carries on part of its business in 

the UK 

* it has total, global turnover of £36m 

or more.

The report should be made within six 

months of the fi nancial year end. The 

Homes and Communities Agency has 

published its second report, which 

contains sections on policy, statement, 

actions to date, supply chain and due 

diligence report, public reporting and 

plans for the coming year. More at bit.ly/

gov-msa15. 

AML: high-value dealers
The regulations and guidance issued 

by HMRC highlight the changes to 

the supervision process for high-

value dealers. They state that HMRC 

supervises high-value dealers and a 

business ‘must not make or accept 

high-value payments unless they are 

registered with HMRC’. They also stress 

that a business ‘must inform HMRC 

of the names of the compliance and 

nominated offi cers within 14 days of the 

appointment and if there is a change 

in the post holder’, and that a business 

‘must not accept or make a high-value 

cash payment until they have registered 

as a high-value dealer’.

High-value dealers are defi ned as 

a ‘fi rm or sole practitioner, who or 

whose employees make or accept 

cash payments of €10,000 or more, or 

its equivalent in another currency in 

exchange for goods, including when 

this payment is made into your bank 

account or to a third party for your 

benefi t. It does not include payment 

made for services. Where a payment is 

made for goods and services, such as 

fi tting a bathroom, the transaction is 

only in scope if the goods are valued at 

more than €10,000 or the equivalent in 

another currency.’ If a business is only 

ever paid large amounts by credit card, 

debit card or cheque, it does not need 

to register.

The guidance lists the high-value 

dealer sub-sectors. It also includes core 

minimum obligations for the dealers as 

well as suggested actions that should 

be taken. 

Under the record-keeping section 

these are:

Core obligations: you must retain: 

* copies of the evidence obtained 

of a customer’s identity for 

five years after the end of the 

business relationship 

* details of customer transactions 

for five years from the date of 

the transaction 

* details of actions taken in respect 

of internal and external suspicion 

reports 

* details of information considered 

by the nominated officer in respect 

of an internal report, where the 

nominated officer does not make a 

suspicious activity report 

* copies of the evidence obtained if 

you are relied on by another person 

to carry out customer due diligence, 

for five years from the date of the 

agreement; the agreement should 

be in writing. 

You must also maintain: 

* a written record of your risk 

assessment 

* a written record of your policies, 

controls and procedure.

Actions required: the points below are 

to be kept under regular review: 

* maintain appropriate systems for 

retaining records 

* making records available when 

required, within the specified 

timescales. 

See bit.ly/gov-mlr and bit.ly/gov-ml-sup.

Risk assessment
The Health and Safety Executive, as 

well as producing guidance for low- 

and high-risk businesses, has a suite of 

example risk assessments suitable for 

general and specifi c business types. 

They are designed to assist small and 

medium-sized businesses in retail, 

motor, construction and entertainment, 

as well as specifi c entities such as 

fl at-management companies. These 

are designed to help get the business 

thinking about their risk assessment and 

what they need to do. They consider 

hazards and steps to control the risks.

The example risk assessment for 

a fl at-management company on 

the maintenance of fl ats provides a 

scenario and highlights the hazards 

the business faces before looking at 

what is being done already and any 

The 30 October 
filing deadline is 
fast approaching 

for those who are 
paper filing
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MTD delayed
In July the government announced that 

implementation of Making Tax Digital 

for non-VAT taxes will now be delayed 

until 2020. Thank you to all the members 

who submitted their valuable opinions 

to ACCA during the government’s 

consultation. Please do let us know your 

opinion on the Finance Bill when it is 

published. See also page 8. 

further action that is required. It uses the 

approach above and is set out under 

the following headings. 

* What are the hazards? 

* Who might be harmed and how? 

* What are you already doing? 

* What further action is necessary?

* Action by whom? 

* Action by when? 

* Done.

Find out more at bit.ly/hse-sample.

Export

Canada
Customs Information Paper 10 
(2017): trading between the EU and 
Canada sets out the guidance on the 

preferential arrangements section of the 

Comprehensive Economic and Trade 

Agreement between the European 

Union and Canada.

In the registration and proof of origin 

sections it is highlighted that those with 

exports with a value of over €6,000 will 

need to ensure that they are on the 

registered exporters database. HMRC 

has pre-registered all UK exporters 

holding a valid Economic Operator 

Registration and Identification (EORI) 

number who exported goods to Canada 

from 1 December 2015 to 1 December 

2016. Those not on the list can use 

their ‘approved exporter number’ 

for a transition period ending on 

31 December 2017. 

The guidance, including the required 

declarations, is at bit.ly/gov-eu-canada. 

Article 50
The government has announced that 

the UK will continue with ‘Duty Free 

Quota Free access for Least Developed 

Countries’ on all goods exported to the 

UK, other than arms and ammunition, 

when the UK leaves the European 

Union (EU). 

The government website on exiting 

the EU contains the Terms of reference 
for the Article 50 negotiations 
between the United Kingdom and 
the European Union as well as details 

of the latest announcements and 

proposals on UK frameworks, such as 

the public consultation on the UK’s 

future legal framework for imposing 

and implementing sanctions and the 

latest guidance – for example, Status of 
EU nationals in the UK: what you need 
to know.

The EU principles that it is negotiating 

from include that there should be a 

single financial settlement related to:

* the union budget

*  the termination of the membership 

of the UK of all bodies or institutions 

established by the treaties

*  the participation of the UK in 

specific funds and facilities related 

to the union policies 

* the withdrawal agreement should 

protect the rights of EU27 citizens, 

UK nationals and their family 

members who, at the date of 

entry into force of the withdrawal 

agreement, have enjoyed rights 

relating to free movement under 

union law, as well as rights that are 

in the process of being obtained 

and the rights the enjoyment of 

which will intervene at a later date 

–- for example, pension rights.

You can follow the European 

Commission commentary at bit.ly/ec-

brexit-neg. AB

More information

The Technical Advisory team can be 
contacted on 020 7059 5920 or at 
advisory@accaglobal.com. The team 
provides business, technical and 
ethical advice for ACCA members
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Hide and seek
While tax avoidance continues to be in the government’s sights as it attempts to close 
the tax gap, the time has come to fi nd the resources to tackle evasion head on

At £36bn, it is little wonder that the 
government, and HMRC in particular, 
is keen to reduce the so-call ‘tax 
gap’. This is the latest estimate (from 
2014/15) of how much money should 
be coming into the public purse but, for 
various reasons, isn’t. It has fuelled the 
argument that everyone, from individual 
taxpayers to large corporations, should 
be paying their fair share.

But while most of the tax collection 

headlines have been rooted fi rmly in 

tackling avoidance (think Google tax 

and the recent attempt to increase NIC 

for the self-employed), there is still a 

signifi cant level of evasion that is starting 

to look as if it is being left in the ‘too 

diffi cult to tackle’ box.

According to the latest fi gures 

produced by HMRC, tax avoidance 

accounted for £2.2bn of the overall 

£36bn. There is also the £5.2bn that 

HMRC defi nes as ‘legal interpretation’. 

This is the same amount that is 

attributed to ‘evasion’, but one should 

also include £6.2bn lost to the ‘hidden 

economy’, and perhaps also the £3.6bn 

in ‘non-payment’. This latter fi gure 

might represent a ‘can’t pay, won’t 

pay’ attitude, whereas evasion and the 

hidden economy represent a ‘can pay, 

but won’t anyway’ stance.

Yet the focus remains on avoidance, 

which experts believe represents a softer 

target, albeit a visible one. And HMRC 

has been pretty successful in tackling 

it – back in 2010/11, the avoidance fi gure 

‘Tax evasion 
isn’t a victimless 

crime: it steals 
money from vital 

public services 
and it undermines 

honest traders’

terms has risen from £3.8bn in 2009/10 

to £5.2bn in 2014/15.

‘We have been saying for a while that 

the government needs to focus much 

more on those that are evading tax and 

not the soft targets who are actually in 

the system,’ says ACCA’s head of tax 

Chas Roy-Chowdhury. ‘It is a real shame 

that the government hasn’t got to grips 

with those who are evading rather 

than those who are getting it wrong or 

perceived to be entering into schemes 

and tax mitigation plans.’ He cites the 

infamous case of HSBC’s Swiss banking 

arm, where leaked documents relating to 

hundreds of UK customers implied that 

the bank was being used for evasion. But 

only one customer was prosecuted. 

Roy-Chowdhury adds that, with 

the introduction of the Professional 
Conduct in Relation to Taxation code, 

tax avoidance should be taken out of 

the equation, allowing HMRC to switch 

resources to the fi ght against evasion. 

Indeed, there are signs that this is 

happening: law fi rm Pinsent Masons 

recently commented on the 10% 

increase of investment in HMRC’s fraud 

investigation service staff (from £186m 

stood at £3.5bn (0.7% of theoretical 

total tax liabilities), but by 2014/15 this 

had fallen to £2.2bn (0.4%).

Meanwhile, evasion would appear to 

be stuck in the 0.9% to 1.0% range of 

the overall tax take, and in pure cash 
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in 2015/16 to £204m in 2016/17). This 

increase, says Pinsent Masons, is in part 

the reaction to the Criminal Finances 

Act, which makes the failure to prevent 

tax evasion a criminal offence.

And technology is increasingly coming 

into play – HMRC’s $45m Connect 

computer system is quietly sifting 

through data to identify potential tax 

dodgers. And no doubt, data received 

under international tax treaties will 

deliver more grist to the mill. 

However, RSM’s George Bull is 

sympathetic to HMRC’s plight: ‘Anything 

that can bring the overall tax gap down 

would be worth doing, but you would 

look to get the best payback. However, 

you can’t go on quarrying into just one 

element [tax avoidance] indefinitely. 

There’s an injustice in that tax evaders 

aren’t seen to be treated the same.’

Bull explains that the profile of tax 

evaders can be broken down into 

two groups – a large number of small 

situations and a limited number of 

high-value, well organised, criminal 

organisations that can hide their tracks. 

Both groups would be very resource- 

intensive for the taxman to tackle. 

a pro-Brexit line, saying that the party 

would improve HMRC’s capabilities to 

stamp down on smuggling, ‘including 

by improving our policing of the border 

as we leave the European Union’. The 

manifesto also promised to take further 

action on online VAT fraud. Both of these 

are sensible targets given that the VAT 

and excise duty ‘gap’ stands at £15.5bn.

But with changes at the very top of 

HMRC – director of counter-avoidance 

David Richardson has taken over from 

Jennie Granger as director general of 

customer compliance, but only on an 

interim basis – there is a question mark 

over recruitment at all levels. With the 

closure of local offices and a move to 

centralise resources, together with the 

organisational changes resulting from 

Making Tax Digital, it is possible that, 

with the best will in the world, resources 

will not be enough to take evasion out of 

the ‘too difficult’ box. AB

Philip Smith, journalist.

Not that HMRC is sitting on its hands. At 

the beginning of the year, it published 

details of its successful cases that had 

been prosecuted in 2016. Its criminal 

investigations led to 679 individuals 

being convicted for their part in tax 

crimes, with sentences totalling more 

than 730 years. Some of those involved 

were accountants. 

No victimless crime
Simon York, director of HMRC’s Fraud 

Investigation Service, said at the time: 

‘Tax evasion isn’t a victimless crime: it 

is stealing money from our vital public 

services and it undermines honest 

traders. We’re working hard to take the 

profit out of organised crime, create a 

level playing field for honest businesses, 

and use the full range of our powers 

and capability to ensure that no one is 

beyond our reach.’

The Conservative’s 2017 manifesto 

was relatively reticent on the matter, 

dedicating five sentences to it, and 

inevitably lumping avoidance in with 

evasion under the heading ‘Stopping tax 

evasion’. The Tories promised vigorous 

action, and even managed to pull out 

59September 2017 Accounting and Business

C
PD

UK_T_TaxCPD.indd   59 12/07/2017   12:21

www.accaglobal.com/abcpd


Brexit impact on the EU
* Regulation The UK is the largest capital market in the EU. Since 2000, the EU’s 

objective to create a single capital market for Europe has raised issues of the 

balance between regulation at European level and at member state level. The 

departure from the EU of the single largest market, along with a key national 

authority in the FRC, raises questions about whether that balance should change. 

In financial reporting, the key EU body is the European Securities and Markets 

Authority (ESMA). The European Commission is reconsidering the role of ESMA, 

along with the other bodies in banking and insurance regulation.

* Financial statement regulation The FRC has participants on the EFRAG board 

and in its technical expert group, helping to shape the advice EFRAG gives 

the European Commission on endorsement of IFRS Standards. The FRC has 

supported positive endorsement advice, as has the UK government via its 

participation in the Accounting Regulatory Committee, where member states 

vote on endorsement. The absence of a strong supporter of global standards in 

Europe could alter the outcomes of endorsement after 2019. 

* IFRS Standards The UK has been a proponent of a more principle-based 

approach to financial reporting that leaves some flexibility for companies to 

apply IFRS Standards in the most appropriate way for them. There may therefore 

be some rebalancing between that approach and the rules-based approach 

more common in other member states.

Post-Brexit reporting
With the UK’s exit from the European Union due to take place in 2019, Richard Martin 
flags up some of the financial reporting issues that businesses should be aware of

become part of UK law before 2019. 

The endorsement of IFRS 17, 

Insurance Contracts, is controversial 

among some European insurers. It was 

published in May, with application from 

1 January 2021, so its endorsement 

could fall either side of Brexit. 

Clarity will be needed from the 

authorities – the government or the 

Financial Reporting Council (FRC) – in 

plenty of time on these pipeline issues.

After Brexit, UK involvement in 

the EU’s endorsement mechanism is 

likely to change. The UK’s significant 

contributions to the European Financial 

Reporting Advisory Group (EFRAG) 

may be reduced or eliminated. Some 

new system of financial reporting will 

be needed for listed companies to 

replace current EU regulation. Possible 

approaches include:

* stop applying IFRS Standards and 

develop separate UK standards

* continue with EU-endorsed IFRS 

Standards

* apply IFRS Standards directly 

as issued by the International 

Accounting Standards Board (IASB) 

* continue with IFRS Standards using 

a UK endorsement mechanism.

About the only thing that is reasonably 
certain about the UK’s departure 
from the EU is the date: March 2019, 
according to EU law. Almost everything 
else remains deeply unclear, so the 
impact of Brexit on business for now 
can be no more than a best guess. The 
risks and uncertainties that result from 
this lack of clarity may well need to be 
reflected in corporate reports. But will 
the rules change post-Brexit?

First of all, the good news. The impact 

of Brexit on UK reporting regulations 

seems limited. Listed companies 

reporting under IFRS Standards must do 

so by EU regulation, but this is expected 

to be incorporated into UK law via the 

EU repeal bill. The EU requirements for 

non-financial and financial reporting by 

all other entities are in the Accounting 

Directive, which has been incorporated 

into UK law already. 

Less reassuring are the uncertainties 

over some items in the pipeline. While 

the UK has implemented the reporting 

of country-by-country (CBC) basis tax to 

HMRC under the OECD base erosion 

and profit shifting (BEPS) agreement, 

two draft EU directives currently being 

discussed may take time to complete: 

the public reporting of tax on a CBC 

basis, and the common corporate 

tax base (which includes a common 

accounting base). Their transposition into 

national legislation by member states 

is some way off, so it is unlikely they will 
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The fi rst would seem to run counter to 

UK policy since 2000 and to a generally 

more global approach to commercial 

issues post-Brexit. The second would 

seem unsatisfactory once the UK has 

no infl uence over EU endorsement. 

The third might seem unattractive for 

its loss of national control. However, 

the general policy of UK authorities 

as possible, and non-endorsement 

of standards should be avoided. 

Endorsement should be a binary 

choice, with no additions or deletions. 

These were UK policy goals in the 

years before 2003 when the EU 

endorsement mechanism and EFRAG 

were developed. 

For non-fi nancial and fi nancial 

reporting by other companies, any 

changes post-Brexit would be entirely 

a matter for the current UK system: 

the FRC for accounting standards; 

government and parliament for the law 

unaffected by EU developments. 

Issues for Ireland
The accounting standards for non-

IFRS companies are shared by the UK 

and Ireland. Changes to the FRC’s 

standards will no longer be constrained 

by the Accounting Directive post-

Brexit. In the longer term, if revisions 

are made that are incompatible 

with the directive, or if the directive 

changes, it may no longer be possible 

to apply FRS 102 and the other 

standards in Ireland, and some new 

arrangement would be needed. AB

Richard Martin is ACCA’s head of 

corporate reporting 

If there has to be 
a UK endorsement 

mechanism, 
it should be 

as efficient as 
possible, and 

non-endorsement  
should be avoided

over the last decade or so has been to 

ensure that IFRS Standards as issued 

by the IASB are endorsed by the EU. 

In ACCA’s view, the global standards 

ideally should be adopted by national 

authorities as issued by the IASB and in 

a timely way. The fourth would have the 

advantage of ultimate national control 

but would mean less cost effi ciency and 

delays arising from the need to reassess 

the issues debated at the IASB. 

If there has to be a UK endorsement 

mechanism, it should be as effi cient 
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‘Weak’ fraud response
The Home Office has failed to take 

sufficient steps to tackle online fraud, 

argues a report from the National Audit 

Office. Online fraud is under-reported 

and there is a lack of information-

sharing between government, industry 

and law-enforcement agencies, it says.  

Without adequate data, the Home 

Office is unaware if its response is 

adequate. The NAO adds that there 

is no clear mechanism for identifying, 

developing and sharing good practice 

to prevent people becoming victims. 

Its report recognises that the Home 

Office faces a challenge in influencing 

banks and law enforcement bodies to 

take on responsibility for preventing and 

reducing fraud. ‘Online fraud is now the 

most common crime in England and 

Wales and demands an urgent response,’ 

said its head Amyas Morse.

Mayoral complexity
Local government has become more 

complex in the advent of combined 

authorities with directly elected mayors, 

and it is unclear if the reform will lead 

to increased investment and improved 

economic performance, the NAO warns. 

It adds that there is a risk local councillors 

will have limited capacity to oversee and 

scrutinise combined authorities. 

The view from
David Ward ACCA, finance manager, development,  
at Havebury Housing Partnership, and sports fan

Homes and Communities 

Agency. I appraise 

proposed projects for 

financial viability, which 

helps inform Havebury’s 

decisions about which 

schemes to develop.

I appreciate the value of good CPD. 
I am still learning, and the CPD articles 

in this magazine and also linked from 

AB Direct help ensure my training is 

relevant to my role.

The ACCA Qualification has been a 
massive support. It is a recognised 

qualification and brand that has 

provided a platform for me to further 

my career. I am open to working in the 

private sector one day and, thanks to 

ACCA, I know I have the skills to make 

that move.

I am enjoying being on the Suffolk 
Members’ Network Panel. I feel 

proud to represent ACCA members 

across the region. We work hard to 

provide relevant events and networking 

opportunities. I benefit personally from 

collaborating with other accountants at 

different stages of their careers.

Outside work, sport helps me relax. 
I play cricket for my local village club 

during the summer and enjoy watching 

the New England Patriots rule the world 

of American football in the winter.  AB

I am proud to 
represent ACCA 

members. The 
Suffolk Members’ 

Network Panel 
works hard to 

provide networking 
opportunities

My grandad was an 
accountant, and it was one 
of the only career paths I 
considered from an early 
age. At Coventry University 

I gained a first-class degree 

with honours in accounting 

and finance before joining 

Havebury’s finance graduate scheme 

in 2012. I completed my ACCA 

Qualification – with no retakes – in 2015.

Havebury is a medium-sized housing 
association managing 6,000 properties 
around Bury St Edmunds. Its graduate 

scheme gave me good experience 

across different roles. For two years I 

covered monthly management reports 

and year-end processes, including 

working as part of the team to 

implement FRS 102, liaising with budget 

holders and helping people across the 

business understand the numbers. 

I am now working as a finance 
manager for our development team. 
Havebury develops affordable homes 

with subsidies from the government’s 

6.03% 
Increase in public sector 
wages since 2012, 
compared to the rise in 

average house prices 
of 31.12% over the 
same period
Source: eMoov 
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Resource therapist
Long-term demonstrable value, competitive dialogue and patient engagement are key 
remedies in Matt Gaunt’s prescription for improving NHS efficiency and effectiveness

London, and when I left in 1999 it was 

operating in 100 stores, covering 75% of 

the population. I was the finance guy for 

what became Tesco.com.’

But when the global financial crash hit, 

Gaunt questioned whether retail gave 

him enough job satisfaction. ‘I came 

to the conclusion that I was not really 

driven purely by delivering the profit 

motive,’ he recalls. ‘My last experience 

in supermarkets was weathering the 

crash in 2008. What we had done in 

Matt Gaunt FCCA is one of the people 
NHS England relies on as a key link 
between money and healthcare. As 
chief finance and contracting officer 
for the Greater Preston and Chorley 
& South Ribble clinical commissioning 
groups (CCGs), he purchases 
treatment for about 400,000 people in 
central Lancashire.

One of the notable career moments 

he recalls reaches back over 20 years 

ago. ‘In 1996 I was working for Tesco as 

a logistician,’ he explains. ‘I was asked to 

look at a little operation called the home 

delivery service. When I started, there 

were seven of us doing some strange 

thing called internet-based shopping. 

It wasn’t truly internet-based because 

people used the computer to sign on 

and send an order, which was printed 

out at our end and then typed in through 

another system for a delivery. 

‘But this became Tesco.com. When 

I started, it was in one store in west 
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2016
CFO, NHS Greater Preston and 

Chorley & South Ribble CCGs; 

deputy CFO from 2013

2005
Home and leisure business development 

manager, Asda-Walmart 

1996
Head of finance, Tesco.com

1992
Qualified with ACCA

CVi

of tendering for a specified treatment 

may not produce the best outcomes, 

either in terms of cost efficiency or, more 

importantly, for the health of the patient. 

Collaboration across the system is key. 

Gaunt is therefore involved in what is 

called competitive dialogue.

‘We are getting together in one room 

everyone who can possibly provide this, 

and we set out the outcomes we are 

expecting,’ he explains. ‘So we don’t 

say, for example, we want a service that 

is 8am to 8pm, in 16 locations, in four 

towns and cities, that does this, this and 

this. Instead we set out who will use 

the service, how they should be able 

supermarkets was getting a lot of stuff to 

people that they didn’t really need and, 

with the benefit of hindsight, probably 

couldn’t afford. In complete contrast, in 

my role at the NHS you deliver service 

change over months rather than days, 

and you look for truly sustainable 

solutions that will have demonstrable 

value to patients and taxpayers.’

Today Gaunt leads a team that buys 

healthcare from hospitals, general 

practices, pharmacies and other 

providers. They deal with more than 

100 contracts, two large hospital trusts, 

60-plus GPs and some private sector 

contractors. He is also constantly trying 

to improve the service, enabling a 

stretched NHS to deliver more efficiently 

and effectively. 

That said, Matt stresses the collective 

nature of NHS improvement work – he 

is one of about 200 commissioners in 

England dealing with a similar number 

of FDs in provider trusts. So while each 

person has a crucial role, they have to 

work together to achieve change.

Going private
So how does he feel about the private 

sector’s increasing role in NHS provision? 

‘It’s not about how I feel,’ he says. ‘As 

a health commissioner, it’s about the 

capacity and constraints within the 

NHS, and the opportunity that working 

with the private sector provides. The 

private sector can offer a different way 

of doing things. And if we do need to 

commission services from the private 

sector, that will only happen after 

transparent procurement processes that 

are rules-driven.’ 

Gaunt is concerned, though, by the 

risk of the private sector ‘cherry-picking’ 

profitable contracts and leaving the NHS 

to deliver the most difficult and costly 

parts. ‘So it’s about achieving a balance 

of provision,’ he explains. 

What is evident to many within the 

NHS, though, is that a simple process 

to access it and the outcomes that we 

expect to alleviate the conditions they 

suffer from. We come up with a model 

that delivers it.’

Potential bidders then collaborate with 

other providers to propose an approach 

that works best for patients, while also 

being affordable. ‘You still have a bid 

process, but you are not being very 

prescriptive. You leave the bidders to 

work out for themselves the best way to 

meet patient needs. Then you choose 

the best one.’

The NHS needs to focus increasingly 

on illness prevention. This means doing 

more than giving patients a consultation 

or operation; it can mean advising them 

that it is up to them to change their 

behaviour if they want to be healthier.

‘A lot of this is about engagement,’ 

he says. ‘We need to have an honest 

dialogue with patients about what we 

can achieve. A&E services are often 

overwhelmed with people who may 

not need emergency care but don’t 

know where else to go. We need to 

be really good at signposting patients, 

and helping them make lifestyle and 

treatment choices that take account of 

the acuity of their symptoms, treatment 

risks and underlying health.

‘We have a very transactional system 

and need to focus on value. How 

effective is the intervention? What is 

the patient experience? Is the risk of a 

treatment outweighed by the potential 

health benefit? That, together, is value, 

and what the patient really cares about. 

It means that we have to be much better 

planned, with earlier collaboration.’

Former health secretary Frank Dobson 

once likened NHS reform to turning 

round a supertanker. One difference, 

though, is that while a tanker has one 

pilot, the NHS has hundreds – each, 

like Gaunt, doing their best to make the 

system work better for patients. AB

Paul Gosling, journalist

‘You deliver service 
change over months 

not days, and look 
for truly sustainable 

solutions that 
will have value 
to patients and 

taxpayers’
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Well informed?

Visit bit.ly/ACCA-in-practice for 
resources and information for ACCA 
members in practice

Baker Tilly loses to FRC
Baker Tilly has failed in its application 

for judicial review of a Financial 

Reporting Council (FRC) decision to 

pursue a formal complaint against 

the firm. The court held that the FRC 

had conducted its assessment of the 

complaint correctly. However, the Court 

of Appeal decided that the FRC should 

clarify its wording on what constitutes 

‘non-trivial failure’ and ‘misconduct’. 

The case arose from a complaint by the 

FRC regarding to Baker Tilly’s 2007 audit 

of the Tanfield Group. Baker Tilly signed 

an unqualified audit of the group, but 

doubts were later cast on the value of 

goodwill on the accounts of an acquired 

company, Snorkel.

Mitie splits from Deloitte
Public service outsourcing contractor 

Mitie has launched a tender exercise 

to replace existing auditor Deloitte, 

ending a 30-year audit relationship. 

Mitie announced a £58m loss in the 

year ending March after taking an £88m 

write-down following an external review 

of its accounting policies. The company 

made a £92m profit last year. Both Mitie 

and Deloitte declined to comment. Pret 

A Manger is also changing its auditor: 

KPMG resigned the contract in advance 

of an expected New York IPO.

The view from
Laura Duggan FCCA, research and development tax 
director and co-founder of R&D Tax Solutions

improved client service 

and personal flexibility 

made me decide to 

co-found our company. 

Now, three years later, the 

business is thriving. 

We have seven full-time 
and two part-time staff, and we 
continue to grow. We have a lot of 

engineering and software clients who 

want to automate processes and work 

more efficiently. R&D tax credits support 

this by returning £26 for every £100 of 

R&D spend. We pair with accountants 

and advisers to offer a bolt-on service. 

We are not in direct competition and 

are now looking at other specialist taxes 

beyond R&D that focus on innovation 

and creativity.

Brexit is both a threat and an 
opportunity. We need to be ready for 

change, but it is not going to be quick. 

R&D tax credits are available in most 

European countries, as well as Canada, 

New Zealand and parts of Africa. Many 

of my clients are forward-thinking and 

there will be opportunities for them to 

contribute to a strong UK economy.

I hate failure! It’s the biggest learning 

opportunity, but I do my best to learn 

and correct before failure happens. 

Thankfully, my career has given me the 

confidence to succeed and I am excited 

about what the future holds. AB

Brexit is both a 
threat and an 

opportunity. We 
need to be ready for 
change, but it is not 

going to be quick

As a child, when my father’s 
accountant visited, I was 
told to keep out of the 
way while they discussed 
‘grown-up things’. This 

pricked my curiosity. After 

completing an accountancy 

degree at university, I 

worked at several of the UK’s top 

accountancy firms.

I continued to learn, completing my 
ACCA and CTA qualifications within 
three years. The ACCA Qualification 

goes far beyond a good, basic 

grounding and now, 10-plus years later,  

I am still using elements of what I 

learned back then.

I was fortunate to work for two great 
businesses before setting up R&D Tax 
Solutions in 2014. After several years 

at Baker Tilly, I returned to Cowgill 

Holloway as a senior tax manager.

I began to specialise in research and 
development (R&D) tax planning and 
creative taxes in 2008. A desire for 

us$224tn
The size of the gap in the world’s six 
largest pension systems – the US, UK, 

Japan, Netherlands, Canada 
and Australia – expected 
by 2050. This rises to 
US$400 trillion if you 
include China and India.
Source: World 
Economic Forum 
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Time to think bigTime to think bigTime to think big
Innovation is not just for large fi rms with matching budgets. Even if you haven’t got 
Big Four resources, you can still move your practice forwards

dashboard. Green’s clients can use 

the forecaster to see what their future 

liabilities will be for the next fi ve years. 

The fi nancial performance review 

allows them to easily understand how 

their business has been performing 

year on year. And the prosperity 

dashboard provides accurate up-to-date 

information and tracks the business’s 

progression towards set goals. 

Kenyon sums up: ‘This software 

allows clients to make quicker and 

better informed decisions regarding 

the performance, direction and 

sustainability of their businesses.’ 

SRK Accounting has offi ces in London’s 

Soho and Birmingham’s Jewellery 

Quarter. SRK partner Yasser Khan admits 

that competition is intense and that the 

fi rm has to continually innovate. 

Khan says: ‘We’ve developed a 

helpdesk where clients can submit 

questions and get answers quickly. This 

year we have added a Core-4 service to 

our packages, which means clients can 

now collaborate and knowledge-share 

in a private Facebook group, sign up 

to best practice webinars, formulate 

a vision board, and have access to a 

business advisory panel. Soon we will 

what extra we can do for our clients.’

Another fi rm looking to deliver more 

value to clients is Cwmbran-based 

Green & Co, which has spent over 

two years researching and developing 

its own software suite to help clients 

manage their tax and fi nances better. 

Green partner Barrie Kenyon says: 

‘It is extremely important to invest in 

innovation. Without it, you stand still and 

risk not solving clients’ problems in the 

most effi cient and cost-effective way.’

The Green software suite comprises 

an income tax forecaster, a fi nancial 

performance review and a prosperity 

Farnell Clarke, an independent fi rm 
of accountants in Norwich, won the 
trophy for most innovative practice at 
the British Accountancy Awards last 
year. ‘Beating Deloitte in the country-
wide category was fairly mind blowing,’ 
says the fi rm’s founder and director 
Will Farnell. ‘Innovation was a new 
theme for the awards in 2016, but for 
us it’s been business as usual since we 
started in 2007.’

For fi rms like Farnell Clarke, the use 

of cloud technology is now the norm, 

rather than innovation. True innovation 

goes beyond using the latest tools to 

streamline systems and processes. It is 

about keeping your use of technology 

fresh and taking a risk by investing in 

developing your own software.

Roll your own
Farnell Clarke could not fi nd practice 

management software to do everything 

it needed, so it built its own, rolling it 

out in February. Farnell says: ‘It allows 

us to manage client jobs, as you would 

expect, but we are now also building 

in new functionality to enhance client 

experience. Some of this was to fi x past 

issues, but we are now looking to see 

‘We do things 
differently because 
it makes no sense 
to be the same as 

everyone else’
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and recruitment. ‘As we are based in 

a small city and a rural county, one of 

our biggest challenges is recruiting and 

retaining talent, so we have to offer 

something special to millennials. We 

do things differently because it makes 

no sense to be the same as everyone 

else,’ Farnell explains. 

The fi rm’s offi ce, which is close to the 

airport, has themed meeting rooms 

including Beach Hut, Quayside and 

Library, as well as soundproofed booths 

and private work pods to encourage 

agile working and team collaboration. 

There is even an inhouse pub, the Tax 

& Pounds, which opens to staff at 4pm 

every Friday, which clients can also use. 

also have an app allowing clients to get 

advice on the move, a feedback portal 

and boot camps for small businesses.’

Up-close and personnel
Technology can go a long way towards 

improving the client experience and 

adding value, but innovative fi rms 

do not stop there. Last November 

Farnell Clarke partnered with an HR 

specialist and started offering a range 

of personnel services to its SME 

clients. And when it comes to client 

onboarding, the fi rm strives to make 

those all-important fi rst impressions 

really count. Farnell says: ‘Our welcome-

on-board team works with every new 

client for three to six months to allow for 

a smooth and effi cient introduction to 

the practice, providing regular, intense 

support before handing over to a 

dedicated account-handling team.’

The fi rm has also adopted an 

innovative approach to staff retention 

Cultural alignment
Truly innovative fi rms typically foster 

a culture of innovation. At Farnell 

Clarke, for instance, ‘Because no team 

members have private offi ces, there is a 

great fl ow of ideas within the business, 

and no idea is viewed as a bad idea,’ 

says Farnell. ‘Staff are encouraged 

to suggest new ways of working, 

developing customer relationships and 

ideas for team-building, whether that’s 

a new process for client handling or a 

charity fundraiser.’

And at SRK Accounting there is 

a weekly staff workshop to discuss 

internal processes and ideas 

for adding value. ‘The staff are 

empowered to come up with their 

own ideas as well as tasked with 

implementing those of the partners 

so that they can see the value for 

themselves,’ says Khan. AB

Iwona Tokc-Wilde, journalist
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Taming the monsters
With many firms failing to tackle the Jekyll and Hyde characters in the leadership team, 
it’s time for more robust performance reviews for those at the top, says Derek Smith

These are traits that rely heavily on 

the impact of leadership teams who 

recognise that the real imperatives 

for success are that individuals 

are prepared to surrender their 

individuality and create an environment 

of interdependence rather than 

independence. Only then can they 

achieve synergies and leverage.

To achieve this requires valuable and 

productive feedback and development 

plans for all in the leadership role, as well 

as rest of the team. This is a key element 

I sometimes wonder if, when the 
Scottish author Robert Louis Stevenson 
first penned The Strange Case of Dr 
Jekyll and Mr Hyde it was an accountant 
rather than a lawyer who was at the 
centre of the piece. The 1886 work is 
about a lawyer, Gabriel John Utterson, 
who investigates strange occurrences 
between his old friend Dr Henry 
Jekyll and the evil Edward Hyde. The 
real impact of the work is that it has 
become a part of the language, with the 
very phrase ‘Jekyll and Hyde’ coming 
to mean a person who is vastly different 
in moral character from one 
situation to the next.

There are many accountancy 

practices where at least one 

member of the leadership team is 

viewed by the others as ‘difficult’ or ‘a 

problem’. The most common theme is 

that little or nothing has been done to 

address the issue. Key to any leadership 

model is the need to get buy-in to the 

strategy or vision, and to act as a role 

model for the behaviours framework of 

the organisation. Yet often the difficult 

individuals fall outside of the normal 

checks and balances that are there to 

ensure that this doesn’t happen.

In many firms the leadership does not 

necessarily conform to the established 

systems used by the rest of the team, or 

appraisals of the leadership team either 

exclude the most senior members or 

pay lip service to the process. 

While rightly proud of their technical 

skills, all too often leaders appoint 

themselves to the reviewing role 

with little or no understanding of the 

process. Rarely have they received any 

real training in how to undertake such 

reviews, and rarely as a result do they 

achieve the benefits they seek. 

Inconsistent approach
The outcome of this is that any form 

of change is more challenging, as the 

firm is not necessarily changing in a 

uniform fashion. For many firms the 

transition to Making Tax Digital or the 

adoption of such standards as FRS 102 

is rendered far more difficult because of 

the disparate systems and approaches 

that are in place.

Successful firms are those that create 

and maintain sustainable financial 

performance. They also normally create 

and maintain a learning environment. 
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More information

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

Ongoing success will only be 

achieved by those who recognise 

the need to ensure their teams are 

developed, motivated and energised 

and understand that this will not 

happen with lacklustre and autocratic 

leadership styles. The habits and 

behaviours of the past will no longer be 

acceptable if they do not stand up to 

reasonable scrutiny.

There’s a real need for perspective 

and this depends, among many other 

factors, on recognising the changes 

that are taking place. They need to be 

reflected in the performance review 

process, particularly for those involved 

in leadership roles. The essential style 

in the achievement of real success and 

yet is so often neglected or not fully 

exploited in practice. 

That we live in changing times is 

pretty self-evident – for the profession, 

this means not only technological 

developments but also a significant 

change of approach to our major asset, 

our people. Today, transparency and 

personal involvement are essential 

ingredients in capturing the imagination 

and talents of a contented and 

productive team.

and nature of the leadership role has 

frequently changed in terms of the 

structure, governance, strategy and 

service offering of practices, and yet 

many have done little or nothing to 

ensure this is reflected in the behaviour 

and approach of the leadership team. 

Often only lip service is paid to the task 

of reviewing or appraising partners or 

leaders at a senior level – while the most 

junior member of the team is reviewed 

comprehensively on a regular basis.

For some, the explanation is that 

partners or leaders are too small a group, 

or that their relationships are too close, 

to review individuals effectively. In these 

cases, external consultants can be useful. 

The objective input of an independent 

third party can help resolve issues that 

haven’t been addressed for years.

While Jekyll and Hyde might be a 

suitable description of the behaviours 

of some in leadership teams, perhaps 

a greater concern is the danger of 

creating a Frankenstein model. In this 

case, the body (the team) are only poorly 

connected to the head (the leadership 

team), with those at the head not being 

part of any review process. AB

Derek Smith is a senior consultant at 

Foulger Underwood Associates
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Back to basics

In the latest in our series of ‘all you needed to know but were too afraid to ask’, 
Chris Pamplin talks about the duties of an expert witness

In all developed systems of law, the 
evidence of expert witnesses can be 
crucial to the outcome of a dispute. 
Nowhere is this more the case than 
in the UK, where expert evidence has 
been used in court cases since at least 
the 15th century. Nowadays it may 
be required in arbitrations, before 
specialist tribunals, and for public or 
parliamentary inquiries, as well as in 
civil, family and criminal proceedings.

An expert witness is an individual 

who makes their specialist knowledge 

and experience available to a court to 

help it understand the issues of a case 

and so reach a just decision. There is 

no definition under English law as to 

the qualities an expert witness should 

have. It is for the courts to make a 

judgment of the individual’s qualities on 

a case-by-case basis, and to weigh the 

expert’s evidence. 

The fundamental characteristic of 

expert evidence is that it is based on 

opinion. Good-quality expert evidence 

must provide enough detail to allow the 

judge to determine that the expert’s 

opinions are well founded. This will 

often include: 

* factual evidence obtained by the 

witness that needs expertise to be 

presented and interpreted  

* factual evidence that, while 

not requiring expertise to be 

understood, is inextricably linked to 

evidence that does  

especially important when faced 

with cross-examination (fairly rare) 

* a demeanour that is likely to inspire 

confidence, particularly in court 

appearances. 

An expert also needs to be wary of 

expressing any opinion on allegations 

of negligence on the part of anyone 

who may be involved in a dispute. The 

opinions they give should relate solely 

to the facts of the case.

The fees experts charge are largely 

market-driven. However, fees in cases 

that are paid for from public funds are 

subject to Ministry of Justice caps. 

This means they are around half those 

usually charged in civil cases. 

The UK Register of Expert Witnesses 

conducts a biannual survey on expert 

fees among its members. Its current 

average report-writing rates for non-

legal aid work for accountants is £241 

an hour.

Expert witness work can be a 

rewarding adjunct, both intellectually 

and financially, to an existing 

professional workload. However, anyone 

considering entering the fray should 

ensure they understand the nature 

of the role, the expert’s duties and 

ethical considerations.  AB

Chris Pamplin is editor of the UK 

Register of Expert Witnesses website 

(ukrew.org.uk) and consults on 

supporting expert witnesses

* explanations of technical terms 

* opinions based on the facts cited in 

the case.  

The overriding duty of an expert witness 

is to the court – to be truthful, thorough 

in technical reasoning, honest in 

opinion and complete in their coverage 

of relevant matters. This applies to 

written reports as well as to evidence 

given in court. The expert also has a 

responsibility to the client to exercise 

due care over the investigations and to 

provide opinions that are soundly based. 

To fulfil these duties, experts must 

also be up to date with current thinking 

and developments in their field, and 

familiar with the rules of the various civil, 

family and criminal courts. 

Who makes the grade?
Expert evidence must be – and should 

be seen to be – independent, objective 

and unbiased. In particular, an expert 

witness must not be biased towards the 

party responsible for paying the bills.

An expert witness should also have: 

* a sound knowledge of the subject 

matter in dispute and, usually, 

practical experience of it  

* powers of analytical reasoning  

* an ability to communicate findings 

and opinions clearly and concisely  

* the flexibility of mind to modify 

opinions in the light of fresh 

evidence or counter-arguments, 

and an ability to think on their feet, 
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Where to go
If you are thinking of selling abroad, lots of guidance is available on the government website. 

Visit great.gov.uk to:

* access online advice on exporting

* fi nd export opportunities for your products and services 

* fi nd an online marketplace suited to your products 

* search and register for events in your area and webinars

* create your profi le on the fi nd-a-buyer service (fi nd-a-buyer.export.great.gov.uk) to promote 

your products and services to international buyers.

Find out about the fi nance and insurance available for international trade at gov.uk/uk-

export-fi nance. Over 80% of businesses are unaware of the loans, insurance policies and bank 

guarantees designed to enable international trade to take place as easily and securely as 

possible. The government, through UK Export Finance, provides support in this area.

Need help accessing international markets? There’s a support network near you. Contact 

an international trade adviser in your area at contactus.trade.gov.uk/offi ce-fi nder, or call the 

business support helpline on 0300 456 3565.

Do you have queries on exporting intellectual property? Visit the Intellectual Property Offi ce 

website, bit.ly/gov-IP-offi ce, for guidance on applying for IP protection overseas and on 

extending UK IP rights abroad. It also publishes country-specifi c IP protection guides.

Great exportationGreat exportation
ACCA UK’s partnership with the Department for International Trade will help 
members succeed with all areas of their export ambitions

ACCA UK has become a 
partner of the Department 
for International Trade’s 
(DIT) ‘Exporting Is GREAT’ 
campaign. The campaign’s 
aim is to signifi cantly 
increase the number of 
UK businesses selling 
internationally. The DIT will 
be supporting businesses 
throughout all stages of the 
process, from identifying 
opportunities through 
to winning international 
contracts.

As a fi rst stage of the 

partnership between the 

two bodies, ACCA UK is 

making members aware 

of the support available 

to companies looking to 

trade internationally, via the 

campaign website (see box). 

ACCA’s UK members can 

also help their clients and 

business partners access the 

trade fi nance and insurance 

made available by UK Export 

Finance (see box). These 

products help companies 

selling overseas ensure their 

offer is competitive, while also 

supporting working capital 

and protecting themselves 

from payment risk.

‘We are delighted to 

be working with the DIT,’ 

says John Williams, head 

of ACCA UK. ‘ACCA’s 

recent consultation on the 

government’s industrial 

strategy saw a clear demand 

from members for more 

support for SMEs on 

international trade.

‘As the UK begins to form 

new trading relationships 

with the EU and the rest of 

the world, it is important for 

companies to be aware of 

the opportunities,’ Williams 

adds. ‘We are committed to 

working with government 

and business, including our 

ACCA global network, to 

ensure our members receive 

the support and guidance 

they need to thrive.’ AB
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What’s on your mind?
A spring series of focus groups has revealed some of the more significant 
preoccupations of ACCA members – uncertainty and technology top the list

Twenty-four wide-ranging 
meetings with ACCA 
members over the last few 
months have revealed their 
concerns about careers 
and future skills, the 
government’s Making Tax 
Digital (MTD) initiative, 
technology, and keeping 
up with regulatory and 
technical change. 

Members have also 

expressed their concerns 

over the uncertainty being 

caused by fast-changing 

political and social 

economic environments, 

and over evolving markets 

and customer demands.

Across the board, 

whether in practice or 

commerce, members say 

they are spending a lot 

of time thinking about 

their career path and the 

impact of new roles being 

introduced in their practice 

or finance function. How can 

they recruit the right people? 

Do they know what it is 

that they actually need for 

the future? 

Practice accountants 

spoke of looking beyond 

graduates for new recruits – 

some are considering school 

leavers, which may include 

apprentices. But the younger 

generation of employees 

have different needs, and 

this impacts on firms’ 

strategies and approaches. 

These changing employee 

expectations have also 

caused practitioners to 

struggle with getting staff to 

plot out paths to partnership, 

as younger accountants are 

often less inclined to make 

the commitment required. 

Accountants in business 

are concerned that there 

is a growing ‘skills void’ in 

finance functions created 

by outsourcing, making 

it hard to develop and 

promote people.

Changing technology
Fast-evolving technology is 

a challenge for members in 

practice and business alike. 

Making Tax Digital (MTD) 

continues to be a significant 

concern for practitioners. 

They are having to think very 

seriously and fundamentally 

about how their practices will 

operate when MTD comes 

into effect between 2019 

and 2020.

They are looking at their 

client base to understand 

what clients’ 

needs will be 

in the future. 

While some are 

positive about 

MTD pushing 

clients to keep 

better records 

and how that 

will drive them 

to collaborate 

more with their 

advisers, 

others have 

concerns. 

What do you do 

with clients 

who won’t 

follow your 

fundamental change requires 

consideration of staffing 

and a strategic approach to 

accounting technology.

As for technological 

pressures on ACCA 

members in the 

corporate 

environment, 

they speak of 

a sense of 
Accountants 
in business 

are concerned 
that there is a 
growing ‘skills 

void’ in finance 
functions created 

by outsourcing

processes? Can you put 

a system in place that will 

automate the collection 

of more client data – and 

how will that impact your 

pricing models? Such 

frustration about the 

legacy reporting and 

financial systems they 

use, with meaningful data 

hard to come by. They also 

cite project management, 

strategy and operations as 

significant challenges.

ACCA’s role
As for their professional 

body, members generally 

agreed that the ACCA 

brand image has improved 

and is well respected in 

the workplace. They were 

positive about the broad 

and adaptable nature of 

the ACCA Qualification, but 
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Who, what, where?
ACCA met with nearly 200 members across 24 meetings to 

discuss their thoughts on a number of topics in spring 2017. 

Areas of discussion this year included skills and careers, 

technology, HMRC, the economy and the support members 

receive from ACCA. The meetings took place in Aberdeen, 

Birmingham, Bristol, Cambridge, Cardiff, Glasgow, Harrow, 

Leeds, Leicester, London, Manchester, Newcastle and Reading.

ACCA must not rest on its 

laurels, they said. Internal 

auditors, for example, 

want to see ACCA create a 

‘conversion path’ into their 

discipline. The demand 

for IT, leadership, project 

management and other 

skills means that members 

need the qualification 

to continue evolving to 

create a grounding for 

multi-skilled, modern 

accountants. ACCA’s 

products and 

services were 

also discussed. 

also an area of interest 

for members, including 

around apprenticeships (see 

page 22). And members 

asked ACCA to continue its 

lobbying of HMRC, including 

on poor communication and 

the taxman’s often over-

aggressive stance with clients.

Brexit unknowns
Finally, Brexit brings about 

a whole range of ‘known 

and unknown unknowns’. As 

external and internal clients 

require more support in the 

next few years, members 

hope that ACCA will be at 

the forefront of discussions 

and providing support as 

it develops. 

Professional accountants 

have great responsibility to 

help grow their business, 

and that of their clients, 

while navigating an ever-

changing landscape. 

These member focus 

groups are key in helping 

members through their 

journeys. AB

Kevin Reed, journalist

Webinars were 

widely praised, with many 

members requesting more 

of them. They also asked for 

more communication, 

particularly around careers. 

Recruitment support was 

More information

Hear ACCA’s response to the discussions in a webinar on  
13 October. Go to accaglobal.com/focusgroups 2017
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Events

De-mystifying IT Audit 
ACCA UK’s Internal Audit 

Network is running a series of 

seven webinars on the theme 

of de-mystifying IT audit for 

business auditors. 

The series features two 

main presenters – Vincent 

Mulligan FCCA (IT audit 

consultant at Eisteoir 

Consulting) and Mike (Partner 

at Haines Watts) – and other 

specialist guest presenters. 

Other webinars are:

* Integrating IT audit 

into the business audit, 

5 September

* How to audit 

cybersecurity, 10 October 

* General data privacy 

regulations, 16 November.

Search ‘De-mystifying IT 

audit for business auditors’ 

on members.accaglobal.com 

to find each webinar.

Get more from your business 
6 September, Croydon, free

LinkedIn is probably the 

most underused marketing 

tool in today’s business 

world. It allows you to 

connect with your ideal 

prospects, form relationships 

and develop conversations 

and, most importantly, sales. 

It can reach your prospective 

decision-maker faster than 

any other marketing strategy. 

By positioning yourself as 

the thought leader in your 

industry, your ideal client 

will find you. This event will 

address these topics and 

help you make best use of 

your time with LinkedIn.

Public services summit 2017
17 October, London, £249, or 

£199 before 17 September 

Hear from sector leaders and 

discuss the challenges and 

future landscape while taking 

of tax-efficient investing; 

ensuring old defined 

benefit arrangements 

remain appropriate for your 

circumstances; and the 

mechanisms and allowances 

available to minimise the tax 

you have to pay.

Communicating confidently 
26 September, St Asaph, free

This two-hour session will 

provide you with lots of 

practical tips on how to 

appear confident and ensure 

that your knowledge and 

skills are recognised and 

appreciated. This session 

is particularly suitable for 

professionals who are  

uneasy with the idea of  

self-promotion.

West Wales dinner
26 September, Parc y 

Scarlets, individual bookings, 

£45; tables of 10, £400 

away practical solutions 

for your employer – see 

advertisement opposite. 

Your career journey 
13 September, Norwich, free

Your move to your next job 

starts well before you apply 

for your dream role, and 

what you are doing now 

could significantly affect 

your future. This event will 

focus on your personal 

brand – including your 

digital presence, CV and 

communication before the 

interview – and offer tips for 

interview preparation and 

success in the interview itself.

Tax-efficient investing
13 September, Worthing, free

Chartered financial planner 

and pension transfer 

specialist Richard Cohen 

we will take attendees 

through the importance 

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 is coming up
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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

More information

Join us for a night of 

entertainment and 

networking with three 

key names in Welsh and 

international rugby – Ken 

Owens, Robin McBryde and 

Nigel Owens. You can hear 

their views and inside stories 

on the Scarlets’ Pro12 win, 

Wales’ summer tour and the 

Lions’ tour 2017. This is a 

great opportunity for you to 

ask your rugby questions.

Ask an Expert: FD of 
Network Rail
18 October, Milton Keynes, 

£15

Network Rail is the not-

for-dividend owner and 

operator of Britain’s railway 

infrastructure. Following 

reclassification as an arm’s-

length central government 

Residential conference for 
practitioners
16-18 November, The 

Queens Hotel, Leeds, £739, 

or £696 before 16 August.

Autumn updates for 
practitioners
£129 per conference 

(multiple-booking discounts 

are available)

* Accounting and auditing 

conference, London, 

4 November, including 

FRS 102 updates

* Autumn update for 

practitioners: taxation 

conference, London, 

9 December.  AB

body in 2014, it retains the 

commercial and operational 

freedom to manage Britain’s 

railway infrastructure within 

regulatory and control 

frameworks. Hear from 

Anit Chandarana, FD of 

Network Rail, when he 

is interviewed by Glenn 

Collins, head of advisory 

at ACCA, in this chatshow- 

style event. 

Glasgow business lunch
17 November, Glasgow, 

individual bookings, £35; 

tables of 10 and 12, £300 

and £360 (all plus VAT)

The ACCA Glasgow 

business lunch is back for 

2017. Guests will enjoy a 

three-course lunch with 

wine, and a talk from one of 

Scotland’s most successful 

businessmen, Jim McColl 

OBE, founding partner, 

chairman and CEO of 

investment company Clyde 

Blowers. 

Professional courses

Charity finance conference 
10 October, Jury’s Inn, 

Birmingham, £263, or £243 

before 10 September.

Autumn update for 
accountants 
26-28 October, The Midland 

Hotel, Manchester, £1,689, 

or £1,580 for booking made 

before 26 September.
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Members first
ACCA is placing members at the centre of a whole host of exciting developments, 
boosting our satisfaction rates, reports chief executive Helen Brand

ACCA has made great 
progress in the past year in 
delivering enhanced member 
value. Research, careers, 
member engagement – 
these are just some of the 
areas where we’ve been 
particularly active. And 
there’s more to come.

One of ACCA’s greatest 

strengths is the breadth 

and depth of our global 

membership. Whatever the 

topic, we can draw on the 

perspectives of thousands 

of ACCA professional 

accountants to give 

unparalleled insight into 

national, regional and global 

challenges. This ability to 

synthesise our members’ 

views is the starting point for 

all the ‘professional insight’ 

reports we produce. It gives 

our output real resonance 

and impact with employers, 

regulators, governments and 

other influencers.

Some of our most 

impactful reports over 

the past year have been 

shaped by members. Our 

Professional Accountants – 
the future report – released 

as an exclusive to members 

last June (see AB, June 2016) 

– identified the professional 

quotients our members 

will need in the future and 

has fed directly into the 

innovations we announced to 

the ACCA Qualification last 

year (see AB, October 2016). 

Because the experiences 

and insights of members 

have been at the heart of 

these developments, they 

have had a great reception. 

In the latest global employer 

survey we undertook earlier 

this year, 61% of employers 

said they felt even more 

favourable towards ACCA 

and what we provide as a 

result of our qualification 

advances. The developments 

– including our 

global move to 

four sittings a 

year – have also 

contributed 

to the highest 

global member 

satisfaction 

scores in recent 

years, with a 

record 92% 

of employers 

telling us that 

ACCA provides 

relevant skills for their 

business and 92% describing 

ACCA as a world-class 

organisation.

Using feedback from 

members, we’ve also 

produced one of the 

largest studies ever on 

the expectations of future 

finance leaders, in our 

report on ‘generation 

next’ (see AB, July 2016). 

This groundbreaking and 

much-publicised research 

draws on the views of over 

19,000 ACCA members and 

students under the age of 36. 

To give members easier 

access to all this insight, we 

launched a new professional 

insights hub, at accaglobal.

com/insights, where our 

reports are packaged in an 

easy-to-digest way. We’ve 

also introduced a feedback 

feature so we can refine 

our insights.

CA ANZ alliance
We’ve extended our global 

influence even further 

through our groundbreaking 

strategic alliance with 

Chartered Accountants 

Australia and New Zealand 

(CA ANZ). This exciting 

partnership, announced last 

June (see AB, June 2016), 

resulted in a number of 

new initiatives, including 

impactful global research 

on public attitudes to tax 

across the G20 nations, a 

jointly branded corporate 

culture toolkit, and fresh 

support and opportunities for 

members of both ACCA and 

CA ANZ, including access 

to membership of the other 

body for eligible members.

Jobs board takes off
We’ve also seen impressive 

growth in usage – from both 

employers and members 

seeking new opportunities 

– of our ACCA Careers job 

board. Job postings have 

grown rapidly over the past 

six months, rising to 64,000 

a month in June. This is 

generating over 150,000 

jobs by email every week, 

with 8% of applications from 

ACCA members and students 

resulting in a job offer. With 

links with major agencies 

like Hays, Michael Page 

and Randstad and global 

employers such as HSBC and 

PwC, ACCA Careers is now 

one of the largest and most 

used accountancy jobsites in 

the world.

Feeding back
We’re very conscious of our 

accountability to members. 

We’ve introduced Council-

led member engagement 

webinars, designed to give 

members more frequent 

updates on ACCA’s strategic 

progress and enable them to 

A record 92% of 
employers have 

told us that ACCA 
provides relevant 

skills for their 
business and 

92% describe us 
as world class 
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What do you think about ACCA?

Members satisfi ed with ACCA (2016: 71%) 

‘ACCA offers value for money’ (2016: 59%)

‘ACCA is an innovative and forward-thinking 
organisation’ (2016: 67%)

‘ACCA is committed to high standards of 
qualifi cation’ (2016: 75%)

Employers who say ACCA provides relevant 
skills for their business (2016: 87%)

‘ACCA shapes the agenda of the accountancy 
profession’ (2016: 60%)

Employers who say ACCA is a world-class 
organisation (2016: 90%)

76%

71%

64%

64%

82%

92%

92%

hear from ACCA’s leadership. 

These have been well 

received and are giving us 

greater insight into how we 

can best serve our members.

Over the past year, we’ve 

also put signifi cant effort 

into encouraging members 

to have their say at ACCA’s 

annual general meeting 

(AGM). This is important 

because it strengthens the 

mandate of ACCA’s Council 

to take strategic decisions 

they’ve been elected by 

members to make. The 

2016 AGM saw us double 

the numbers of members 

who voted, to over 10,000 

– a record level. We’re keen 

to maintain and extend 

this high level of input at 

this year’s AGM, which 

will be taking place on 30 

November – please look 

out for your invitation from 

Electoral Reform Services to 

cast your vote.

More satisfaction
We’re pleased to see that 

all these efforts are being 

appreciated. In the past 

year, we’ve been able to 

deliver a signifi cant uplift in 

satisfaction through focused 

effort – especially through 

our priority of enhancing 

member value and its 

associated coordinated 

initiatives across key markets.

Member satisfaction saw 

the largest annual increase of 

all customer groups, up 5.4% 

since last year to 76.4%, with 

improvement seen across 

all our markets. This is the 

highest score in fi ve years.

Higher ratings in how 

members perceive their 

relationship with ACCA has 

driven this score up, as well 

as increased agreement 

that ACCA offers value for 

money (up 5% to 64%) and 

that we are an innovative and 

forward-thinking organisation 

(up 4% to 71%). 

Perceptions that ACCA is 

committed to high standards 

of qualifi cation also rose 

(up 7% to 82%), driven by 

positive reactions from 

members to our ‘Professional 

accountants – the future’ 

work. There has also been a 

rise in the view that ACCA 

shapes the agenda of the 

accountancy profession (up 

4% to 64%).

Delivering member value 

will be one of our strategic 

priorities for 2017/18, with 

a view to building better 

support and even greater 

member pride.

We’re continuing to 

innovate, with a new Africa 

edition of AB magazine 

and the design and content 

enhancements we’ve made 

across the entire AB series. 

We hope you continue to like 

what you see. AB
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Ethics spotlight
The next edition of AB will focus on the issue of ethics in a 

new technological era, with a number of articles on this hot 

topic. Our coverage will include an overview of ACCA’s Ethics 
and trust in a digital age report – which explores the ethical 

and trust implications of, for example, big data and artifi cial 

intelligence – and details of ACCA’s Ethics and Professional 

Skills module, to be launched on 31 October.

Collaboration starts at the top: ACCA president 
Brian McEnery with CA ANZ president Cassandra Crowley

The next steps
ACCA and CA ANZ are marking the fi rst anniversary of their 
strategic alliance with a series of joint initiatives

ACCA and Chartered 
Accountants Australia and 
New Zealand (CA ANZ) 
are marking the one-year 
anniversary of their strategic 
alliance by planning a series 
of professional insight 
reports and technical 
studies that will contribute 
to the development of the 
profession and business 
around the world.

With global trade and 

business in the headlines, 

from Belt and Road to 

sustainable development, 

ACCA and CA ANZ’s 

collaborations include:

* research on the digital 

world and its impact on 

the profession

* issues around ethics and 

trust in a digital age, 

including the launch 

of new research, and 

related events (see the 

box below) 

* a paper on financial 

reporting for non-

executive directors on 

boards globally 

* academic roundtables 

designed to promote 

and support the reach 

of selected professional 

insight reports

* exploring innovative 

ways of providing CPD 

opportunities linked to 

research, insights and 

policy initiatives

* responses to international 

consultations and 

exposure drafts.

Since the alliance was 

announced in June 2016, 

ACCA and CA ANZ have 

been working together on 

research and global events 

with the International 

Federation of Accountants 

(IFAC) about the tax system 

in G20 nations (see AB, June 

2017), co-sponsored research 

with the ASEAN Federation 

of Accountants on small and 

medium-sized businesses, 

launched a corporate culture 

toolkit, and announced 

the co-location of staff in 

London, Singapore, Kuala 

Lumpur and Hong Kong. AB
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