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Welcome
The green bond market gains traction, the FRC sharpens its practices, and we
begin a new series looking at different aspects of the UK’s withdrawal from the EU
According to a new report

month we begin a series looking at

commissioned by HSBC, the green

different aspects of Brexit, starting

bond market is expected to hit a new

with trade (see page 64). Look out for

high in 2018 after it broke through

future coverage of Brexit as it might

the US$100bn barrier for the first time

affect immigration, social security

back in November.

and taxation.

Interest globally is gaining traction,

Also in the news, we’ve been

with a broadening choice of fundraising

hearing quite a bit about the Financial

mechanisms for environmentally-friendly

Reporting Council’s expanded powers

products and services emerging

– not least, the substantially increased

from private companies, and not just

penalties it has been imposing of late.

those in the energy sector. As global

On page 18 we look at the extent to

warming continues to hit headlines

which the recent reforms consitute a

and the government explores new

sharpening of teeth.

environmental policy under minister

On the subject of investigations

Michael Gove, we look at this dynamic

into accounting practices, Philip

market, and the pros and cons for

Fisher FCCA follows up on our article

investors in green bonds, on page 36.

in the January edition about ACCA’s

Gove has also been busy preparing

disciplinary proceedings with a real-life

the agriculture sector for Brexit. We look

story of his experience of being subject

at what farmers ought to be thinking

to an ACCA investigation arising from

about in the light of his speeches at

a client complaint. ‘Don’t panic’, and

recent farming conferences.

be reassured by the helpfulness and

Despite covering some Brexit issues

professionalism of the investigating

in AB over the last 18 months, we

officers, is his advice on page 20.

AB

have been holding back so as to offer
insights based on likely outcomes as

Jo Malvern, editor

EU discussions become clearer. This

joanna.malvern@accaglobal.com
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The new face of Birds
Eye has been attracting
headlines. The latest
incarnation of the iconic
captain – part of an £8m
marketing campaign – is
played by Italian actor
Riccardo Acerbi, who
portrays the captain as a
rugged adventurer.

An M&S jumper worn
by Meghan Markle
on her second official
engagement with Prince
Harry sold out online
within 40 minutes of the
retailer tweeting that it
was a £45 bell-sleeve
top from its Autograph
collection.

Disney – which owns
the Star Wars franchise
as well as other iconic
brands – is set to
buy 21st Century Fox
assets from Rupert
Murdoch’s media
empire for US$52.4bn
in a historic Hollywood
merger.

A new Northern Forest,
stretching from Liverpool
to Hull, is to be created.
The government has
announced £5.7m to kickstart the Woodland Trust
and Community Forests
scheme, which it is hoped
will unlock further funding
for the £500m project.
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News roundup
This edition’s stories and infographics from across the globe, as well as a look at the
latest developments and issues affecting the finance profession
Steinhoff crisis

Steinhoff has announced

of bonds in Steinhoff,

UK CEOs paid most

The future of Poundland

that some financial results

booking a substantial loss on

CEO pay at large UK plcs

and Harveys is unclear, with

of subsidiary companies will

the transaction. Lwazi Bam,

exceeds that in comparable

parent Steinhoff corporation

need to be restated and it

chief executive of Deloitte

companies elsewhere in

dealing with accounting

has engaged PwC to review

Africa, said: ‘Deloitte is

Europe, according to a study

irregularities. Its auditor,

accounting irregularities

fully cooperating with the

by Belgium’s Vlerick Business

Deloitte, is being investigated

found by Deloitte in its

regulators and will continue

School. FTSE 100 CEOs are

by regulators in South

audits. The European Central

to fulfil its ethical, legal and

paid on average 94 times

Africa and the Netherlands.

Bank has sold its holding

regulatory obligations.’

more than their company’s
average pay. CEOs at
France’s CAC 40 receive
on average 91 times more,
while those at Germany’s
DAX member companies are
paid 89 times more. In the
Netherlands, the figure is 71
times, 40 times in Sweden
and 37 times in Belgium.

Carillion liquidation
Construction company
Carillion has gone into
compulsory liquidation, with
six PwC partners appointed
as special managers to
support the official receiver.
The move follows three
profit warnings issued
by the company and the
appointment, last July, of
EY to conduct a strategic
review. The Financial Conduct

PwC launches UK drone centre

Authority is conducting
an investigation regarding

Following the success of its global operation based in Poland, PwC has launched a UK drone

‘the timeliness and content

centre. Elaine Whyte, newly appointed UK drones leader at PwC, said: ‘The majority of

of announcements made

organisations are still using drone data at project stage, rather than embedding the technology

by Carillion between

into their strategy. I believe we’ll see drones becoming part of business as usual within the next

7 December 2016 and 10 July

10 years. We’re already seeing early adopters in large-scale capital projects using drone data to

2017’. Carillion has a range of

enhance insight into their investments, allowing for better control of building sites and creating

public sector contracts and its

that definitive golden record of information.’

thousands of sub-contractors
are now at risk of collapse.
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Wasps’ £1.1m error

government as small

Wasps rugby club overstated

business commissioner,

London ranks third in global IPOs

earnings by £1.1m in

with the remit to ensure

A total of 106 companies floated on the London Stock

the year ending June

small businesses are treated

Exchange in 2017, raising £15bn, which represents a 63%

2017. The error was the

fairly and paid promptly.

increase by number of IPOs and an increase of 164% by

result of a shareholder’s

Uppal was appointed in

value of IPOs compared to 2016. As a result, the LSE rose

cash contribution being

October and given extra

strongly through the ranks to become third-largest IPO market

reported as income. It will

powers at the end of last

worldwide in 2017.

now be accounted for as

year to handle complaints

a capital contribution in

from small businesses about

the financial year ending

unfair payment practices.

June 2018. The club, which

The extra powers were

is registered as Wasps

awarded by Margot James

Finance plc, is requesting
bondholders to authorise

2017
Rank Stock exchange

IPO proceeds (US$bn)

1

New York Stock Exchange

29.1

while she was small business

2

Shanghai Stock Exchange

19.7

minister, who said: ‘The

3

London Stock Exchange

15.6

variations to conditions of

small business commissioner

bonds. Chief executive Nick

service will empower small

4

Stock Exchange of Hong Kong

14.7

Eastwood said: ‘We take the

businesses to take action if

5

Shenzen Stock Exchange

12.6

events and circumstances

they are paid late, potentially

surrounding the accounting

delivering a £2.5bn annual

of the cash contribution

boost to the economy.’

extremely seriously and have

2016
Rank Stock exchange

IPO proceeds (US$bn)

implemented various steps

Pay law fines

1

Stock Exchange of Hong Kong

25

to strengthen the robustness

Breaches of the minimum

2

Shanghai Stock Exchange

14.9

of the Group’s reporting and

pay law should lead to

3

New York Stock Exchange

14

accounting procedures.’

much larger fines, the

4

Japan Exchange Group

7.7

5

NASDAQ

7.6

government’s first director of

Pay inequality threat

labour market enforcement,

The Equalities and Human

Sir David Metcalf, has said.

Rights Commission (EHRC)

In an interview with the

has warned that gender

Financial Times, Metcalf

pay inequality could lead

argued that average fines

to ‘unlimited’ fines and to

should rise from twice to

Restaurants shamed

a restaurant’s or takeaway’s

legal convictions. Where

five times the lost wages.

Restaurants, cafes and

declared takings. Dominic

education fails to persuade

‘For the life of me, I can’t

takeaways comprise nearly

Arnold, a Moore Stephens

employers to adopt fair pay

see that double the

one in five ‘named and

partner, said: ‘The next step

policies, the EHRC’s chief

wage arrears, given the

shamed’ tax defaulters,

is that tax evaders will use

executive Rebecca Hilsenrath

probability of inspection is

calculates Moore Stephens.

software to bypass HMRC’s

said: ‘We won’t hesitate to

one in 500 years, is anywhere

The firm suggests that

data checks.’

resort to our more stringent

near enough,’ he said.

HMRC is targeting the

legal powers.’ However,

Following the publication of

sector because it believes it

IFS criticises HMRC

lawyers contacted by the

the latest list of companies

is the most likely to under-

HMRC’s additional powers

Financial Times said the

breaching the minimum

declare income. HMRC

represent a threat to

EHRC had insufficient legal

pay law, EY commented

has automated many of its

taxpayers’ access to justice,

powers to enforce the threat.

that HMRC is focusing

checks on the restaurant

argues the Institute for Fiscal

its resources on large

industry by receiving data

Studies (IFS) in a report

SME commissioner

companies and businesses

from payment terminals,

published by its Tax Law

Paul Uppal has been

in the retail, hospitality and

such as card readers, and

Review Committee. The

appointed by the

hairdressing sectors.

cross-referencing it against

IFS described ‘a dramatic

Source: Mainland China and Hong Kong 2017 Review: IPOs and other
market trends, KPMG
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change in the tone and

Record audit fines

of 2015 and the much smaller

FDIC from imputation-based

content of HMRC’s powers’

The Financial Reporting

£1.4m in 2014. The two

defenses. PwC intends to

over the past two years,

Council (FRC) imposed

largest fines in 2017 – £5.1m

appeal that novel ruling at the

such as an increase in its

record penalties last year on

and £5m – were both against

earliest possible opportunity.

use of the naming and

audit firms for breaches of

PwC for audit failures with

PwC is also pleased with the

shaming of taxpayers. Many

professional conduct rules. It

regard to RSM Tenon and

court’s finding that it did not

of the new powers are

levied penalties of £15m last

Connaught. An independent

cause a substantial portion

‘insufficiently focused and

year, more than doubling the

review published at the end

of the damages the FDIC is

have inadequate safeguards’,

£6.9m imposed in 2016, which

of last year recommended

seeking. PwC looks forward

said the IFS.

itself was a rise on the £4.7m

that the FRC further increase

to the damages phase where

its penalties for serious

the FDIC will bear the burden

audit misconduct. See also

of proof on what remains of

page 18.

its inflated damages claim.’

PwC found negligent

KPMG UK profits fall

PwC was negligent in failing

KPMG’s UK profits fell 19.5%

to detect a $2bn (£1.47bn)

last year, leaving profit per

fraud perpetrated against

partner down from £582,000

its audit client the Colonial

in 2016 to £519,000 in 2017.

Bank, a US federal court has

The profit reduction was

determined. A lawsuit had

partly the result of investment

been brought by the Federal

write-offs. Revenues in the

Deposit Insurance Corp

year rose 5% to £2.17bn.

(FDIC) for losses incurred

Audit revenues grew 10%,

at one of Colonial Bank’s

with the firm becoming the

largest clients, Taylor Bean

leading auditor for FTSE 250

& Whitaker Mortgage Corp

and FTSE 350 companies.

(TBW). TBW had covered

Management consultancy

borrowings from Colonial by

revenues increased by 11%

selling it securities already

and tax advisory by 4%.

‘Nus officitem
rerchit estiore
nunc let
nonsequis
lorem ipsum
sit amet nunc
dolor nos apellia
Helen Brand with (left)
spelitament’

Professor Steve Smith,
vice-chancellor, and
Paul Myners, chancellor,
University of Exeter

statement PwC said: ‘PwC

KPMG revenues grow

is pleased that the court

KPMG’s global revenues grew

Helen Brand, ACCA’s chief executive, received an honorary

properly rejected all of the

by 5% to $26.4bn (£19.66bn)

degree from the University of Exeter in December. Brand, who

claims asserted by Colonial

in 2017. Revenues grew

graduated from the university in 1986, was recognised for her

BancGroup [CBG], as well

by 8.1% in the Asia-Pacific

outstanding contribution to the global accountancy profession

as several of the key claims

region, 4.4% in the Americas

and the links she has helped establish between the university

asserted by the FDIC. The

and 4.0% in Europe, the

and ACCA.

court’s ruling recognises that,

Middle East and Africa. Audit

in addition to those CBG

revenues increased 3.1%

Exeter to forge close ties that have benefited its students

employees who perpetrated

to $10.39bn, tax revenues

and the profession,’ Brand said. ‘We’ve worked together on

the fraud, numerous other

by 5.9% to $5.83bn, and

creating the first MOOC – massive open online course – for

employees at CBG actively

advisory revenues by 6%

accountancy and running internships for Exeter students with

and substantially interfered

to $10.18bn. An additional

key ACCA employers, and we’ve also created links between

with PwC’s audit. The FDIC

37,000 graduates and other

our ACCA China office and the university. So, for me, this

was only able to prevail on

entry-level professionals were

honorary doctorate is given in recognition of the strong

the claim that it did based

engaged in 2017, bringing

relationship between ACCA and the University of Exeter.’

on an earlier novel ruling by

the total global workforce to

the court that immunised the

just under 200,000 people.

Helen Brand receives honorary degree

‘This connection has enabled ACCA and the University of

10

sold to other investors. In a
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EY apprenticeship
EY has announced that its

Accountants in demand for digital tax advice

2018 graduate programme

Research by HMRC shows the majority of small businesses and landlords expect to consult

will offer an apprenticeship

an accountant in order to comply with Making Tax Digital requirements. Of the 2,900 small

to new joiners and existing

businesses and landlords surveyed:

students. Participants will
work towards a professional
accountancy qualification and
a government-accredited,
Level 7 Apprenticeship in

72%

20%

will ask an accountant/
tax agent for advice

13%

will use the
HMRC website

5%

will use the
HMRC helpline

will ask family
and friends

Accountancy and Taxation,
the equivalent of a master’s
degree. The programme
is expected to involve

40%

want guidance on how to
prepare for the new requirements

18%

want reassurance they are carrying
out requirements correctly

16%

want guidance on
using software

around 1,000 graduates and
school leavers by the end
of the year. See more on

last nine years in building

taxes. CFO Dave Wehner

company’s disclosures…

apprenticeships on page 78.

a robust and high-quality

said: ‘Facebook has decided

These enhancements will

audit practice, as confirmed

to move to a local selling

include energy demand

PwC’s India ban

in 2015 by an independent

structure in countries where

sensitivities, implications

PwC has been banned from

monitor appointed by the

we have an office to support

of two degree Celsius

auditing listed companies

US Securities and Exchange

sales to local advertisers.

scenarios, and positioning

in India for two years. The

Commission and the Public

This means that advertising

for a lower-carbon future.’

Securities and Exchange

Company Accounting

revenue supported by our

Board of India (SEBI) said its

Oversight Board.’

local teams will no longer be

AIB sells loan book

recorded by our international

AIB has sold a portfolio

audit of failed IT company
Satyam accepted assurances

Deloitte gets tech

headquarters in Dublin, but

of non-performing loans

from management without

Deloitte is expanding its

will instead be recorded by

issued for properties based

proper checks. PwC’s Indian

legal services practice in

our local company in that

in Northern Ireland and the

network said: ‘The SEBI order

the UK and applying for an

country.’ The change will

UK. A spokesman for the

relates to a fraud that took

Alternative Business Structure

be rolled out this year, for

bank said: ‘The vast majority

place nearly a decade ago

(ABS) licence. The firm’s

completion in the first half

of these loans are in deep

in which we played no part

focus will be on how to use

of 2019.

and long-term arrears. AIB

and had no knowledge of...

technology to automate more

there has been no intentional

legal activities. Matt Ellis,

Exxon tackles CO2

borrowers to inform them

wrongdoing by PW firms

managing partner for tax and

ExxonMobil has agreed

that their loans are being

in the unprecedented

legal, explained: ‘We don’t

to report on the impact

transferred and to confirm

management-perpetrated

want to replicate a traditional

of climate change on its

existing legal and regulatory

fraud at Satyam, nor have we

law firm. By automating

operations and future

protections remain in place.

seen any material evidence

repetitive processes and

earnings. The move

The Bank has reduced its

to the contrary. We believe

completing routine tasks in a

addresses demands from

impaired loans to c. €7.3bn

the order is not in line with

fraction of the time, lawyers

institutional investors and a

from a peak of c. €29bn

the directions of the Hon’ble

will be able to spend more

legal action from the New

over the past three years.’

Bombay High Court order

time on specialist areas.’

York attorney general. In a

It has been reported that

regulatory filing to the US

the portfolio was sold to

of 2010 and so we are

is contacting impacted

confident of getting a stay.

Facebook reorganises

Securities and Exchange

Cerberus, but the fund did

We have, however, learnt

Facebook is restructuring in

Commission, ExxonMobil

not respond to a request for

the lessons of Satyam and

response to complaints that it

said: ‘The board has decided

comment and AIB declined

invested heavily over the

does not pay enough in local

to further enhance the

to confirm or deny this.

AB
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Tomorrow’s world
As PwC’s global assurance leader Richard Sexton prepares to retire, he describes how
the profession has evolved and finds a career in audit is a very different prospect today

I

stood at the front line during massive

2013

communications and entertainment

changes in the profession – from the

Global assurance leader;

sector). He combined client work with

merger-mania of the 1990s to the crisis

joins global leadership team

practice management after being

n Richard Sexton’s almost four
decades as an auditor and accountant,

i

its merger with Coopers & Lybrand in 1998

CV

and was asked to look after the assurance
team for TICE (technology, infocomm,

PwC’s global assurance leader has

appointed head of London assurance

of confidence that followed the 2008
financial crash. But as he contemplates his

2011

in 2002, and after joining the PwC UK

life past PwC when he retires in June, he

Head of reputation and

executive board in 2006.

knows that the biggest changes for the

policy, UK

Time to re-examine

profession are still to come.

2006

But it was the financial crisis that shook the

simple compared with today,’ he says. ‘You

Head of UK assurance; joins

confidence of the profession – as well as the

could understand most things that were

UK executive board

confidence of the general public in auditors

‘In the 1980s, organisations were relatively

going on, and see most of the business.

– and triggered a fundamental rethink of

These days some organisations are so large

2002

how audit is and should be viewed. ‘The

that it’s impossible to see everything.

Head of London assurance

system failed in 2007, there’s no doubt

‘The solution for auditors was to sample

about it,’ he says.

– the challenge there, of course, being to

1998

make sure you sampled from populations

Firm merges with Coopers &

communicating well with each other – we

with similar attributes. So we focused

Lybrand

each thought that someone else had it

‘Regulators and auditors weren’t

on systems and controls. But we’re now

covered. The financial information, when

entering the third data age, where the

1992

it was published, was accurate, but the

power of technology allows us to look at

Becomes partner

liquidity of markets fell from US$60bn to

everything, everywhere. The challenge

effectively zero in the space of a month. It

for the profession is that’s a completely

1980

told us that sometimes as auditors we need

different approach. We’re only just

Joins Price Waterhouse

to think about the unthinkable.’

beginning to understand how things will

as a trainee

change.’
Sexton has remained largely in assurance

In 2011, Sexton was appointed the firm’s
first head of reputation and policy, an
indication of how seriously PwC took the

since he started out in the early 1980s, taking a role in the

need for better communication. Getting across the message

firm’s financial services practice in New York after his training.

of what auditors do – and what audit can and cannot achieve

That particular move had more personal motivations behind it,

– has been a significant challenge, not just for PwC but for the

as his wife was moving there: ‘She would argue that I followed

entire profession, he says.

her.’ Their first son was born back in London in 1988 (two more
followed in London, and the last in Hong Kong).

It has not always been easy – he tells of an occasion when
he was interviewed by Sky News, only to find himself usurped

In 1990 he was asked to help handle Jardine Matheson’s

by a door: ‘The Oscar Pistorius trial jury was due back to give

preparations for its UK listing, which meant regular, lengthy

its verdict, and the channel thought that its viewers would find

trips to Hong Kong. The family moved there in 1992 for four

the door they would come through more interesting than a

years when Sexton, as a newly-appointed partner, was asked

discussion about audit.’

to look after the Jardine Matheson account.
He was back in London when Price Waterhouse completed

Doors aside, he sees the increase in scrutiny around the
profession as an opportunity to engage. ‘Far more people
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‘The need to engage externally is huge – not many people

Tips

really understand what we, or auditors generally, do. We
have to get better at explaining that, and helping people

*

‘I’ve never had a grand plan or a destination in mind.
It worries me when people overthink things because

understand what’s realistic in terms of audit and assurance.’
That means getting across the point that despite the best

they might just miss a golden opportunity. The best

efforts of auditors, corporate failures can happen, albeit

piece of advice I ever received was to find a good

rarely. ‘We have to provide the context. We have to build

reason to say “yes” to opportunities when they come

understanding that 99.99% of the time, the outcome is the

up, because they often work out.’

right one, and that one wrong event doesn’t necessarily
mean that there’s a systematic problem.’

*

’However scary change may feel, including new
technological innovations, have confidence that you as

Staying relevant

an individual have innately human skills you can bring to

The debate about the need to balance effective regulation

the party. The real power of technology comes from the

with the market’s need for reliable and relevant information

combination with the skills and expertise of our people.’

will continue. Regulation in the wake of the crisis shifted
towards processes and away from outcomes; Sexton would

*

‘People’s expectations of work are changing. We need

like to see the balance tip more towards outcomes again.

to help people find and pursue

‘The role of auditors is to make sure

their passions, live healthier

the market is provided with relevant,

lifestyles and provide new

‘Sky News thought
its viewers would
find the door that
the Oscar Pistorius
trial jury would
come through to be
more interesting
than a discussion
about audit’

types of flexibility in the way
they work. We must value
diversity of thought and
experience.’

are interested in what we do. That’s
legitimate, but it’s also a big change
for the profession,’ he says. ‘We
certainly struggled to explain what
we did in the early years, and that

timely and reliable information. How
we get there is important, but if we
are so focused on the way in which
we get there that the result is that
the information is no longer relevant
or timely, that’s a problem. It’s at the
heart of the relevance debate.’
‘Audit doesn’t exist in a vacuum;
it exists because people want
and need trust and confidence
in financial information. That’s a
challenge for all of us in the system,
not just auditors. We all need to

wasn’t only a challenge for us – the

work together.’

Financial Reporting Council had the
same problem. There’s a lot of plumbing involved in auditing

The explosion in big data, automation and developing

that just isn’t visible to the outside world. But we’ve got a lot

technology will of course transform assurance beyond

better at it over the years.

recognition in the coming few years. Sexton talks

Technological revolution and the audit
‘Audit is going through a huge

of data points in milliseconds and

that is fundamentally altering how

period of change. It started with

applies judgment to detect anomalies

we work and relate to one another

data analytics and, as technology

in the general ledger. It’s a significant

presents huge opportunities. We can

continues to evolve, we find that

breakthrough in machines using

help by providing confidence over a

artificial intelligence is playing a really

judgment in areas of complexity –

broader set of risks, data and systems,

significant part in changing the way we

a change as radical as the shift from

processes and controls. Stakeholders

provide assurance.’

listening to music on CDs to streaming

need confidence to make business

it via Spotify.’

decisions that also reflect the broader

‘We’re trialling a revolutionary bot,
called GL.ai, that analyses billions

14

‘The technological revolution

responsibility of business in society.’
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passionately about how technology is changing the world but

‘I worry about the word “accountant” because it translates

also about how the role of accountants and auditors, and the

as “I add numbers up”. I worry about “auditor” too, because

skills they need, will change in tandem.

that has its own connotations. At the centre of this is what

Like a good auditor, he says he has been sceptical about
the argument that STEM (science, technology, engineering

people expect from us.
‘The legacy of the profession is accountants and auditors,

and maths) skills are the solution. ‘We are in the business

and that’s very important; I wouldn’t want to lose it. But

of providing trust – that’s a very human skill. The profession

how we use our skills in the future won’t be the same. It’s

needs subject matter experts, of course, but you also need to

a fascinating opportunity for the profession.’

be human, to balance skills and emotion, and it’s hard to teach

Looking back, what days at the office will Sexton remember

that. There are different ways of developing the soft skills the

the most? He thinks for a moment: ‘Becoming a partner was

profession needs, such as mentoring – and that’s a huge issue

an amazing moment; but for me, the day that is the most

for us as an organisation.’

memorable is always tomorrow. Tomorrow is the day when the

The career of a young accountant joining the firm today will

opportunities are better than today.’

AB

likely look very different from that of the 21-year-old Sexton.
Even the job description might be up for debate, he argues.

Liz Fisher, journalist
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The view from
Paul Connolly FCCA, director, The Tax Shop Group,
ACCA network panel member and keen walker
I was a builder for the first

delivers its services via an

‘Investors are already demanding

10 years of my working

internet portal. It leaves

“climate competent” boards.

life. I always liked the

our clients time to focus on

Demands for “climate competent”

technical side of things and

adding value by talking to

auditors could be next.’

applying a high professional

their customers and growing

Source: ClientEarth

finish. These skills seemed

their businesses.

transferable when I decided

Baldwins expands

to retrain as an accountant.

We have around 60 clients
and expect to grow quickly. These are

Baldwins Accountancy Group has

As a nominal ledger controller at

predominantly small businesses ranging

taken over the Cassons firm, which

Travis Perkins I converted Lotus 1-2-3

from shops and cafes to charities,

has offices in Manchester, Rossendale

appraisal sheets to Excel. It is fair to say

software engineers and even a limo hire

and Haslingden. Baldwins is owned

things have come a long way since then;

company. The largest is a co-operative

by the CogitalGroup private equity

today I use technology to help clients

with a turnover of £1.5m.

firm and is one of the fastest-

streamline their accounting services.

expanding accountancy firms in the

We are growing due to word of

UK. CogitalGroup has 4,700 people

I self-studied via distance learning,

mouth. Our website also helps attract

operating from 150 offices in seven

taking ACCA exams in Shanghai,

new clients, while I frequently speak

countries. Les Nutter, managing partner

New York and Peterborough. I

at local events – my mantra is keep

at Cassons, said: ‘Our personality and

enjoyed travelling and spent a decade

tax simple – and have built strong

values will remain the same. By joining

contracting around the world, qualifying

connections within the local business

Baldwins, our clients will be able to

in 2004 and gaining a practising

and academic community.

access the group’s national teams of

certificate in 2012.

technical and sector specialists.’

I help shape ACCA’s activities in the
I was keen to build a practice that

Bedford, Luton and Northampton areas.

helps eradicate waste and had

As a member of the local network panel,

RSM has reported a 9% increase in

witnessed the growth of subscription-

it is rewarding to help manage events for

UK revenues to £319m in the year

based businesses. The Tax Shop

my fellow members, with a debate on

RSM’s 9% growth

tax avoidance proving memorable.

ending 2017. The firm’s consulting,
human resources and legal services
division increased revenue by 46.6%,
while risk assurance grew by 14.6%,
restructuring advisory by 9.6%, and tax
and advisory by 8.6%. Laurence Longe,
RSM’s chief executive, said: ‘This year’s
excellent financial results clearly show
the commercial benefit of the major
investment that has been made in first
reshaping and then rebranding the firm
following the absorption of the former
Tenon business in 2013.’

We are growing
by word of mouth.
Our website helps
attract new clients,
while I frequently
speak at local
events – my mantra
is keep tax simple

I really enjoy working with such a broad
range of people. I have a compelling
urge to continue developing the
systemisation and educational side of
what I do, and am happy that this will
continue to expand my knowledge.
Walking helps me relax outside of
work. However, there was nothing
relaxing about completing the National
Three Peaks challenge just 14 minutes
inside the 24-hour deadline.
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Feel the fear?
With a bulked-up Financial Reporting Council able to hand out much bigger fines in
prospect, we look at just what level of menace the regulator’s expanded reach poses
In December, the Financial Reporting

The critics also say it doesn’t matter

Council (FRC) announced it had

how many more people the regulator

succeeded in tripling the size of its

hires because the place is stuffed full of

enforcement team over the past five

Big Four escapees at both board and

years, from around 10 to more than 30.

operational levels. For non-believers,

The regulator appears to be on

it’s the regulatory equivalent of marking

the 16 lawyers and legal assistants in the

something of a tear. In its financial year

your own homework, and a number of

team has ever worked for the Big Four’.

to October 2017, the FRC had nearly

articles pointedly refer to the revolving

Thankfully, the Federal Reserve of

doubled its level of fines compared

door – the notion that there’s a forever

New York has already looked into the

with the previous financial year, to

open transfer window where highly

truth of the revolving door accusation,

bring in a substantial £12.8m. Then in

qualified audit professionals leave their

although the Fed investigated banks

November, it released a report by Court

Death Star for the regulators.

and their regulators, rather than auditors

of Appeal judge Christopher Clarke that

A quick look on LinkedIn confirms

suggested the regulator’s ability to fine

that a decent number of current FRC

and theirs. Its 2014 paper The Revolving
Door and Worker Flows in Banking

the large accountancy firms ought to be

Regulation found ‘a positive association

greatly increased – to more than £10m.

between the intensity of strict actions

And right at the end of the year, it

‘The FRC is
going to have
more resources
to undertake its
investigations
in-house and
perhaps the power
to levy greater fines’

revised the corporate governance code
to recommend chairmen should step
down from their role after nine years on
the board, which brings the music to a
stop (albeit in a non-mandatory kind of
a way) for more than 60 UK chairmen,
including 19 at FTSE 100 companies.
The revised code also introduces a
provision that executives of UK-listed
companies must hang on to bonuses
paid as shares for at least five years.

over time… and the net inflows into
the regulatory sector’. It put this down
primarily to the ‘schooling’ effect, by
which bankers, during periods of ‘strict
enforcement’ go into regulation simply
to work out why it’s so complex, while
regulators go into banking because
they can explain it (and probably, that’s
not coincidentally valuable). The paper
doesn’t exactly address the moral
motivations for using the revolving door;
it just works up likely hypotheses. The

So should accountancy firms be

door therefore exists, but not really

worried that the FRC now has the bite to

employees have indeed worked for one

for the reasons critics think, and it’s

match its bark?

of the Big Four firms. Although a huge

possible to argue that, regardless of the

swathe of professional accountants

motives of the people making use of it,

Inherent weaknesses?

(wherever they are now) have at some

the process tends to make regulation

The FRC’s critics say the latest reforms

point worked for the Big Four, it does

tougher on the whole.

are still not enough: the FRC still has

not seem entirely normal that the FRC

neither the financial firepower nor

has so many of them.

the scale to conduct thoroughgoing

18

Fessing up
Robert Bruce talks about the Financial
Reporting Council’s mea culpa over
HBOS, at accaglobal.com/ab/podcasts

There are mitigating factors, though.

As for the line that the FRC is
underfunded and under-resourced, that
may well be true. Its sister agency, the

examinations of audits – of banks in

In the case of the newly expanded

Financial Conduct Authority, has around

particular. And its fines – even if they do

forensic unit, Claudia Mortimore, interim

500 in its enforcement team (although

end up breaching the £10m mark – are

executive counsel for the FRC, says that

admittedly, the FCA is in charge of the

little more than loose change to even

ex-Big Four staff form a ‘minority within

entire financial retail and wholesale

the smallest of the Big Four firms.

the enforcement team’ and that ‘none of

markets) and a budget of £527m.
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2017 revenue. It might be substantial

speed, boosted somewhat limply by

the fines the regulator can levy don’t

from a precedent point of view, but for

the prime minister’s early sally into the

amount to much. The biggest fine it

the critics it counts as barely a bee-sting.

wheatfield of corporate governance. But

It is also empirically undeniable that

most reforms are around the edges and

imposed in 2017 was for PwC’s audit

Firms should certainly be aware

of RSM Tenon Group (which came to

that the FRC is going to have more

the regulator remains cash-poor with

£5.1m after a discount, along with a

resources to undertake its investigations

comparatively few personnel. Not much

discounted £114,750 personal penalty

in-house and perhaps the power to

is likely to change.

for the audit partner involved). That

levy greater fines. On a handful of

amounts to just under 0.14% of PwC’s

other smaller issues it is also gathering

AB

Felicity Hawksley, journalist
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At the sharp end
While you may have heard advice about what to do if facing a professional complaint,
Philip Fisher FCCA shares his real-life experience of going through the process

As an ACCA member working in

The accusation was chilling. According

EMI option to designated individuals.

practice, including for the last 20 years

to the individual, whom I met no more

HMRC questioned the amount paid

as a tax partner, I have always been

than two or three times 15 years before,

by the trustees to acquire shares from

cautious, even for an accountant,

I had conspired to defraud HMRC.

the controlling shareholders but duly
accepted the figures were appropriate.

and I have never had even a sniff of a
complaint – until last year.
Completely out of the blue, an email

To this day, it is unclear with whom

In 2001, two individuals, who between

I was supposed to have conspired.

appeared from ACCA informing me that

them owned all of the shares in a

Similarly, since HMRC could not have

someone whose name I didn’t recognise

relatively small company, wished to set

and did not suffer any loss of tax, the

had registered a complaint, and I would

up an Enterprise Management Incentive

accusation of fraud appears equally

be hearing more from the investigating

(EMI) share option arrangement to

mysterious. ACCA appointed an

officer in due course.

benefit staff (including the future

external investigator to look into it. By

complainant), using some of their own

the time we spoke, she had accepted

and alarming. Surely there had been

shares. It was agreed that this could be

that the allegations of conspiracy to

a mistake and the complaint related

achieved via a brand-new Employee

defraud HMRC were not an issue.

to somebody else? Apparently not. It

Benefit Trust (EBT).

This was simultaneously confusing

transpired that the complaint related

20

Where it all began

Each of the individuals sold an equal

Having agreed the allegations were
wholly without substance, ACCA was

to some tax advice given in 2001 and

number of shares to the EBT, the

concerned that I might have provided

subsequent correspondence with HMRC

trustees of which were appointed by

information to HMRC that was intended

in 2007, while I was a partner in a firm

an independent firm of solicitors. The

to mislead them. Even though the letter

that I left before the end of that year.

shares were immediately put under

in question was written over 10 years
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understanding of the background.

information to HMRC that was intended

*

to mislead them. Even though the letter
in question was written over 10 years

To this day it is
unclear with whom
I was supposed
to have conspired
and the accusation
of fraud appears
equally mysterious

ago, they wished to pursue the matter,
believing it to be in the public interest.
Detailed research eventually established
indisputably that I had not misled
HMRC and had in fact provided a more
information than they initially requested in
an effort to close the matter more quickly.
While you might wonder if ACCA
could have settled this matter without
instigating an official investigation, I can

If you work in practice, notify your
legal team and, if necessary, the one
where you were working when the
matter arose.

*

Your firm will probably need to
notify its insurers and should have
practical experience of dealing with
matters of this type.

*

Consider seeking external legal

*

Cooperate fully with the

only praise the investigating officer, who

support.
investigating officer; it took nearly
three months to close my complaint,

was keen to work collaboratively in an

ever need to deal with a professional

but the matter could have gone on

effort to understand the issues involved

complaint. But if worse comes to worst,

far longer had I not cooperated.

and come to the earliest possible

the following points might be helpful.

conclusion. Eventually, the matter was

*

If you are contacted by ACCA about
a formal complaint, do not panic.

officers are extremely professional

*

Start by finding out the nature of the

and helpful.

*

Speak with the investigating officer

Philip Fisher FCCA, journalist and

as early as possible to ensure mutual

practitioner

closed just under three months after the
initial complaint was instigated.

Lessons for the future
I hope that nobody reading this will

UK_YPRAC_Complaints.indd 21

*

If my case is anything to go by, be
reassured that the investigating
AB

complaint.
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Proud to be an auditor
CA ANZ’s Liz Stamford explains why the value of audit is more crucial than ever, and
how important it is to encourage young people to consider a career in the sector
Liz Stamford is CA ANZ’s audit
and insolvency leader, overseeing
policy and advocacy work in the
audit and assurance areas

Here are some of my reasons for
being #AuditorProud, plus some
initiatives that are sure to get the
message out to the wider world about
the value of auditors.
The most important point is that
the ethics and training of professional
accountants inspire trust. While
soundbites appear to be the order
of the day, people still want accurate
information about the companies and
institutions they rely on and do business
with. They are increasingly recognising
that not everything that is written can be
taken at face value.
Professional accountants rate highly
on the trust index because we are highly
trained and provide practical wisdom.
The value of an accountant’s support
AuditorProud Day was held last

22

Along with other auditors from around

is clear to those who are struggling

year, the third annual ‘social media

the world, members of Chartered

to manage complex and changeable

blitz’, launched by the Center

Accountants Australia and New Zealand

legislation, and sometimes confusing

for Audit Quality, and designed

(CA ANZ) shared their stories of why

expectations of permissible behaviour.

to showcase careers in audit and

they chose a career in auditing, what

Auditors’ reputation for professional

encourage young people to consider

they love about the profession and what

scepticism also garners trust. It is just

a career in the sector.

makes them proud to be an auditor.

part of the profession’s unique set of
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skills that add value to clients. This
increase in the trust we inspire helps

Future skills of auditors

explain the rise in membership of

Liz Stamford joined Andrew Gambier, ACCA’s head of audit and assurance, at ACCA’s

professional accountancy bodies like

Accounting for the Future conference in December to explore the skills and attributes

CA ANZ and ACCA.

future auditors will need as the world changes and technology develops.

While people who use qualified

The session covered how advances in technology and new regulatory demands will

accountants are aware of our value

impact ethical considerations and audit practice, and the mix of traditional skills and

and our ethical approach, which

new skills that might be required in future.

is demanded and monitored by

Watch this and other sessions on demand at accaglobal.com/accountingforthefuture.

our professional bodies, the wider
population often is not. A financial
statement auditor reports to an

entities with broader shareholder

and evaluate whether it matches their

entity’s shareholders, who are often

bases, there will be commentary

expectations.

removed from the business world.

on key audit matters in the public

The shareholders’ representatives,

reports. This commentary will highlight

is more crucial than ever. So join me in

the non-executive directors (and audit

the key matters that the auditor

being #AuditorProud!

committee), are the ones who assess

considered for the audit of that entity,

the level of trust.

and will summarise how the auditor

Recent changes to auditor reports
will broaden awareness of financial

The importance and value of audit

addressed the matter.
How valuable it is for users to be

statement audits. They will now be

able to see areas of key audit attention

easier to understand and will clearly,

and compare them to their own

and up front, highlight the auditor’s

assessment, as well as being able to

independent opinion. For certain

look at some of the detail of the audit

AB

More information
Read latest updates on ACCA’s
strategic alliance with Chartered
Accountants ANZ (CA ANZ) at
accaglobal.com/alliance. The pages
also include information about CPD
opportunities available from CA ANZ.
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Taking the lead
Having the right managing partner in place can make all the difference between success
and failure, says Phil Shohet. So what are the right qualities for heading up a firm?
As we keep hearing, accounting firms

in addition to normal client work.

firms in the independent sector is proof

are facing unprecedented uncertainty.

Managing partners are often reluctant

that these qualities do exist.

We know that firms need to embrace

to give up their client base, which has

the digital revolution, enable the

given them their power and recognition

is coming from all aspects of the firm’s

automation of process-driven activities

in the practice. But the reality is that,

business, including fee generation,

and transform themselves into

although it may be possible to retain

efficiency, productivity, brand awareness

strategic advisers. Brexit is yet another

a small amount of client work, anyone

and, to some extent, internationalisation.

known unknown, and navigating

considering taking on the mantle of

This has highlighted the need for change

clients through the business aspects of

managing partner must be prepared

in the entire organisation and, above all,

political change could be a key marker

to invest the majority of their time in

for better and more strategic people to

of a successful firm.

running the business.

head up the business.

from compliance work to offering value-

Comfort zone

selection process. What is needed is a

added services, practices have become

Some partners will never be

person with commercial acumen and

multi-functional groups where partners

comfortable in anything other than a

a proven track-record in developing

recognise that the best interests of

technical role, and the idea of going

the business. However, what older

the client and the firm lie in pooling

out and generating new business is

and more conservative partners often

knowledge and allowing clients access

anathema. In firms where the balance

want is someone that will let them stay

to every service the firm can provide.

between hunters and farmers is

in their comfort zones. Too often the

heavily biased towards the latter, there

job of managing partner is handed to

of the managing partner change?

will be some hard decisions that cannot

someone who will maintain the status

Clearly they will require different

be made unless the managing partner

quo, rather than someone who can

characteristics from those deemed

has similar powers to a corporate

lead the business forward. Thus many

necessary in the past.

managing director.

managing partners are selected on their

The first stumbling block is the

In order to manage the migration

So how, in this context, will the role

Managing partners need to be

amenability, having neither the skills

job of managing partner is not a part-

dynamic and daring – qualities not

for the job, nor a mandate from their

time position. Too many firms believe

always associated with accountants.

partners to manage the business in any

that this function can be undertaken

Nevertheless, the number of successful

effective and meaningful manner.

In all but the smallest practices, the

24

The pressure for effective management
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The managing partner must have

vague and undefined ‘understanding’,

the authority to manage the business,

so that neither the partners, the staff

Leadership qualities

including the power to impose sanctions

or the hapless individual are aware of
the parameters within which he or she

They must have the support of all the

operates. Without definition and proper

partners and persuade them to accept

designation of powers, the position will

both his or her authority and the fact

not work effectively.

*
*
*
*

Treat everyone as equals.

upon others for under-performance.

*

Make everyone feel part of the same

*

Involve everyone, but keep your

*
*

Trust your subordinates’ judgment.

*

Get rid of persistently disruptive

*
*

Appear to be calm and in control.

that they must work as a team, each
with their own individual roles to play.

People person

The model is perhaps something akin to

In a world dominated by technicians,

a cabinet, but with the prime minister,

the managing partner must be a

or managing partner, having been

‘people person’ with good interpersonal

delegated ultimate power and authority.

skills. Accountancy training may not

The job description of managing

have equipped him or her for this. The

partners varies from firm to firm. In

managing partner must be able to

many cases it does not exist at all in

influence the other partners, who will

any formal fashion, but is simply a

usually have strong individual authority

Lead by example.
Provide continuous encouragement.
Do not dwell on mistakes or
apportion blame.
team – there must be no cliques.
distance.
Ensure there is no hidden agenda
and inform everybody of the
objectives.

and are not used to being told what
to do. However, the managing partner
must also encourage them to play to

individuals.
Have confidence in development
and sales – it is the basis of success.

their own strengths, which is a key factor
if the firm is to grow and prosper.
It is the managing partner’s job to

the managing partner’s role is that of

drive the business forward and this will

a facilitator of change, managing the

inevitably mean change. Unless all of

situation and monitoring colleagues.

the partners and the rest of the firm are

In a modern practice, the skills of
the managing partner are crucial to its

on side, it will be an uphill struggle.

success. Strong and effective leadership

The fundamental measures for
success remain the same. Is the budget

is required to help firms adapt to meet

being delivered and is the firm making

the changing needs of the modern

the budgeted profits? Key issues are

marketplace. The right person must be

therefore strategy and guidance on

at the helm.

AB

overall performance and new investment
(whether in people, IT, premises,

Phil Shohet, senior consultant,

marketing or other priorities) in which

Foulger Underwood
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The great wall of ACCA
Members across the world are contributing their thoughts to our digital wall, which
marks ACCA reaching its 200,000 member milestone, says ACCA president Leo Lee
You will hopefully by now have heard
about our celebrations to mark
ACCA reaching its 200,000 member
milestone, including our wall – the
physical version is touring the world
and a virtual version is available at
200k.accaglobal.com for members to
sign their names.
We’re delighted at what you’ve
written on it so far. The statements
below have appeared on the wall from
members in Australia, Ghana, Malawi,
the UK and Russia respectively.

*

‘It’s refreshing to be part of a global
movement with a global presence,
perspective and reach.’

*

‘Being an ACCA member gives
me the confidence and knowledge
to brighten every corner I find
myself in.’

*

‘I am humbled to be part of this elite

*

‘I am most impressed by the recent

*

‘Congratulations to ACCA for

group of professional accountants.’
changes to the ACCA syllabus.’
maintaining high standards all
these years.’

we have today, and I do hope that

and shapers of the profession – all this

‘Keep up the pace!’

you continue to share your stories

has helped us grow to become the

What remarkable sentiments from you,

throughout this year. And make sure you

global, leading body we are today.

the 0.003% of the global population

tag us – you can follow the journey of

who are part of this diverse, professional

the wall on social media via

great organisation. I initially stood for

and inspirational ACCA family!

@ACCANews and #ACCA200k,

Council and then for president, as I want

as well as finding out more at the

to spend more of my time encouraging

weblink above.

young people to see accountancy as a

*

The comments above were just a few
examples from hundreds that have been
left on our digital wall so far. It’s fantastic

I am so proud to be a part of this

I have been inspired by all of your

valuable career – and to see ACCA as

to see your comments about your

stories, and I would like to share mine

the most valuable path for getting there.

journey to ACCA membership. I’d like

too. I qualified with ACCA in 1979, and

Keep telling us your stories.

to remind you of the invitation to find

in the almost 40 years since, I have

your name and share your thoughts with

seen the world change immeasurably.

Leo Lee FCCA is retired, but formerly

the rest of the ACCA community.

ACCA has changed too: our history of

held various roles at the Securities and

boldness, of thinking ahead and acting

Futures Commission of Hong Kong and

on it, of being the first-movers, leaders

is past president of ACCA Hong Kong

It’s thanks to our talented members
that ACCA enjoys the success that

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

Q

This may not be a very PC, but
any shareholder will tell you it

When I started working, many women
were not allowed to wear trousers to the

is the fiduciary duty of management

office; I was told that this was because

to minimise the tax they pay. Isn’t it

‘girls’ are employed to ‘pretty up the

hypocritical to pretend otherwise?

office’. So before I embark on an equal

A

I agree wholeheartedly that it is

pay rant, let us pause for a moment to

often littered with macho terms – words

hypocritical to pretend that your

reflect on the positive changes that have

rarely associated with women. Why

already hit the workplace.

bother applying for a job that sounds

tax policy is something that it is not. If
a company aims to minimise the taxes

But we clearly have a way to go.

best suited to Arnold Schwarzenegger?

it pays, it should be open about the

The fact that groups of people –

fact. But I struggle with the assumption

whether women or particular ethnic

reporting is undoubtedly a blunt tool, if

underlying your first statement.

minorities – are still routinely paid less

it encourages a richer discussion about

than their white male peers is clearly

why pay gaps persist, then I am all for it.

There are some shareholders who
want today’s cost base to be as low
as legally possible – these investors
would argue that companies should do

Legend has it
that it was an
accountant who
moved Elizabeth
Barrett Browning
to write: ‘How do I
love thee? Let me
count the ways’

everything they can to avoid paying tax.
However, a growing band of investors
are looking for businesses that are
sustainable over the long-term. And that
means a tax rate that will withstand the
growing scrutiny of global regulators –
but more importantly, that will withstand
the scrutiny of the societies they serve.
I am not arguing that a company
should set its tax policy to please the
readers of the Daily Mail. But consider

So, although gender pay gap

Q

I want to sign up to an internet
dating site. As soon as they find

out I am an accountant will they swipe
left? What should I do?

A

Swipe left? They would have to
be insane. As an accountant, you

tick all the boxes – dedicated to all that
is true and fair, skilled in reconciling
any differences, never losing sight of
the material things in life… It is hard
to imagine a better mix of qualities to
bring to the table.
But how about the basics: inspiring

talking to some of your major investors

romance and delivering that all-

about your tax strategy. Who knows,

ludicrous. The curious thing is that

important good sense of humour? Well,

they might surprise you.

most reasonable employers would

when it comes to love, legend has it

wholeheartedly agree with this. So why

that it was an accountant who moved

does the gender pay gap persist?

Elizabeth Barrett Browning to write:

Q
A

Is current gender pay gap

Academic studies and government

‘How do I love thee? Let me count the

reports abound. They talk of how jobs

ways’. So the love aspect seems pretty

I agree it is a blunt instrument. It

are evaluated – do we value roles that

well covered to me. As for the GSOH,

is so high level that I can imagine

tend to be biased towards a given

given some of the recent financial

many a cynical employer explaining

gender appropriately? Then there is

reports that I have seen, it would be

away awkward numbers through a

the issue of children. Harder to nail

hard to deny that at least some of the

bombast of colourful pie charts and

are some of the more implicit barriers

profession has a sense of humour.

well-rehearsed platitudes. But the fact

to career progression. The language

that it has encouraged you to raise the

used to describe roles or evaluate

profession, I would put it centre stage:

question speaks legions.

performance, for example, is all too

ACCA WLTM...

reporting too blunt an instrument

to drive change?
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Telling it how it is
Watch the second video in a series
looking at what investors want from
corporate reports, at bit.ly/AB-Kattar2

In short, rather than hide your
AB
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Why are we together?
Let’s stop blindly collaborating on everything and think seriously about whether it’s
always the best route, especially for professional services, says Peter Williams
It is currently a universal truth that

two decades, time spent by workers on

collaboration is a driver of business

collaborative activities had increased

success. Complexity, globalisation,

by 50%. A welcome move? Yes, except

competition and digital disruption are

collaborative activities – meetings

all factors cited as reasons why it is

(often virtual, using one of the many

important to work well together.

collaborative online tools), emails, phone

The importance of collaboration

calls – are eating up much of the working

is so accepted that the Organisation

week, leaving little time for critical work

for Economic Co-operation and

that employees must do solo.

Development (OECD) recently studied

For individuals, being perceived as a

how good schoolchildren were at group

good collaborator can become a drain.

working, considering factors such as

In most cases, said Cross, 20% to 35% of

gender, after-school activities and social

value-added collaborations come from

background. Girls, children who play

only 3% to 5% of employees.

sports and those exposed to diversity in

Before accepting the idea that

the classroom appear to do better.

collaboration is always a blessing,

Those results matter less than the

companies need to think about why

motive. OECD general-secretary

they want their people to work this way

Angel Gurria explained the interest:

and whether it is always the best route.

‘In a world that places a growing

This area is particularly tricky for

premium on social skills, education

professional services, which need to

systems need to do much better at

emerge from behind their increasingly

fostering those skills systematically

high-walled silos to work to produce

across the school curriculum.’

high-quality, seamless client advice.

Collaboration’s grip on corporate

Even when collaboration is judged

thinking has mirrored the increasing

as the preferred route to meeting a

influence of millennials. Those who

business objective, the risks should

champion collaboration claim the

be recognised. An ever-present risk is

benefits of pooling talents and

building the right team – whether in

strengths, developing employee

departments, across business areas or,

skills, speeding up problem-solving,
increasing efficiency, and enhancing
employee retention and job satisfaction.
While there is research evidence –
notably from Stanford business school
in 2014 – that even just the perception
of working collectively can help to boost
performance, there is also evidence
that demanding collaboration can be a
burdensome excuse for inaction.
Research led by Robert Cross at the
University of Virginia found that, over

Before accepting
the idea that
collaboration is
always a blessing,
companies need to
think about why
they want people
to work this way

most challenging of all, going outside
the organisation to find partners with
the skills that are lacking in-house.
These collaborative projects need
hard-headed KPIs that measure success
– or otherwise. Collaboration needs
to grow up, and escape the clutches
of warm feelings and over-engineered
software to provide real value.

AB

Peter Williams is an accountant
and journalist
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A two-way relationship
The world of SMPs has been turned upside down but, with their aptitude for the latest
technologies, its youngest recruits can help to transform the sector, says Robert Bruce
How may I direct your call?

Something happens. Something
eases change into business. Nobody

In his latest podcast, Robert Bruce
reflects on the Public Accounts
Committee’s report on HMRC
customer-satisfaction measures, at
accaglobal.com/ab

takes it on board properly. It almost
goes unnoticed. And then you realise
that the world has been turned
upside down. At the moment, it is
happening to small and medium-sized
accountancy practices (SMPs), though

working in one of the largest accounting

they are the people who may not have

firms was bored rigid and billeted to a

noticed it yet.

huge insurance company for six months

Traditionally, these practitioners are

at a time.

famously disgruntled with life. They

It was obvious to me that SMPs were

feel threatened by regulation, which

providing me with terrific knowledge

always seems to be taking their markets

and experience. The difference this

away. They feel ill-prepared in a world

time around with Generation Next is

of rapid technological change. They

it is much more of a two-way process

feel they are not in a happy place. But

– and that is because this generation

what they should be doing is looking

genuinely comes from a different planet.

at what is known as Generation Z – yet

At the end of June this year we will

another of those zippy-but-meaningless

be celebrating 10 years of the iPhone.

generational tags. Better, as ACCA

For the generation coming into

does, to call them Generation Next (see

work now, the world of networking,

page 39), for these are the people to

social connections, understanding

transform the buzz within SMPs.

communities, and all the softer skills

The SMP environment has always

accountants need, are simply a given.

been a good place to be. I did my

It is what they do.

audit work and training at an SMP.

‘SMPs can give people the space to

even if I did keep failing my tax

develop their own ideas,’ says Ben

exams. I worked within large printing

Baruch, head of SME policy at ACCA.

companies, tiny engineering shops in
the midst of far-flung industrial estates,
a stockbroker, a long-established and
venerable horse-racing club, and coffee
brokers in Liverpool. I never swung the
sought-after brewery gig in the West
Country but I did work within a London
company that supplied emergency latenight drinks to what was then known
as clubland. The chairman used to get
quite cross if you hadn’t opened a beer
by 10.30am. Meanwhile, an old friend

30

This is to the SMP world’s advantage.

I had astonishingly useful experience,

For the generation
coming into work
now, the world of
networking, and
all the softer skills
accountants need,
are simply a given.
It is what they do

‘Instead of the hierarchical, pigeonholed structure of large firms, which
can limit experience, people can have
a much more rounded experience
and deal day-to-day with partners
and clients.’
The ACCA report, Generation Next:
managing talent in small and medium
sized practices, shows that over half of
Generation Next people coming into
SMPs want to become entrepreneurs,
and 81% want to set up their own
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business eventually. This is where

Where the challenges lie in the SMP sector

another contrast lies: in my day, the

This is how the ACCA report, Generation Next: managing talent in small and

most popular objective was to become

medium sized practices, describes the challenges: ‘Working for an SMP has long

a finance director. Back then, people

been recognised as providing an excellent foundation to a professional career in the

wanted to be the accounting brains

accounting and finance industry. Nonetheless, attracting, developing and retaining

in a large organisation. Now, people

staff for SMPs comes with its own set of unique challenges. Attrition and turnover

want to gather the experience and

rates in the SMP sector continue to be high in certain markets, not least owing to

knowledge that will enable them to run

increased competition for recruits from other sectors in the profession, all targeting

their own businesses. But the real area

a limited pool of talent. Deregulation and technological disruption are also creating

where the world has been turned upside

a business environment for SMPs with specific implications for talent management.’

down is in the way that young people
coming into SMPs can themselves
aptitude in using them.’ Simple changes

the generations. SMPs may lose some

can be transformational. The report

of their reputation for being disgruntled.

of reverse mentoring is the answer. The

quotes a firm in Singapore that took on

They might even, as the comic writer

transformation of skills and technologies

a graduate who ‘trained the whole team

PG Wodehouse suggested, become

over the last decade can be transferred

to use a lot of time-management apps,

gruntled.

to the SMP’s knowledge base. As

which we didn’t know existed’. It saved

Baruch puts it: ‘They have grown up with

them a fortune.

transform the SMPs.
As the report makes plain, the idea

these technologies and have greater

AB

Robert Bruce is an accountancy

It can be a genuine partnership across

commentator and journalist
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Balancing the intangibles
It is a fallacy to believe that companies cannot be appraised or valued if their balance
sheets do not contain every possible value-creating investment, says Jane Fuller
I picked up the book Capitalism

making them hard to separate from a

Without Capital by Jonathan Haskel

unique blend of activities. There are

and Stian Westlake with enthusiasm.

often no comparable standardised units.
While patents and licences carry rights

The subtitle spoke of the ‘intangible
economy’ and it promised an analysis

that can be traded and enforced, it is

of the intangible assets ‘hidden from

another matter to control who benefits

company balance sheets’.

from many intangible investments, such

But while illuminating the current

as training a skilled workforce. IAS 38,

business zeitgeist, the book ends up

Intangible Assets, calls for assets to be

on the side of the head-shakers who

identifiable, separable and controlled

think that something is broken. At

by the entity – including the future

least it is rather more temperate than

economic benefits.

diatribes against accounting standards

On that basis, intangibles can be

from the likes of accounting academic

capitalised at cost. But how much

Baruch Lev.

benefit is there to a user of accounts in

The idea that companies cannot

seeing a steady stream of spending –

be valued if their balance sheets do

on research for instance – capitalised

not contain every potentially value-

and amortised rather than expensed

creating ‘investment’ (a euphemism for

as incurred? The sums would be similar

spending, in this case) is nonsense. As

and the latter is simpler.

disciples of the economist Benjamin

If a young company is ramping up

Graham would say to the accountants:

investment in its brand, technical

‘Give me information I can anchor on,

know-how and marketing, its income

but leave the speculation to me.’

statement would be flattered by

Modern accounts include plenty

capitalisation of the expenses. But it is

of information that can help with the

cash burn that will determine when it

speculative activity of forecasting

will run out of money if no more funds

future cashflows. For ‘new economy’

can be raised.

companies, it can be found in the

So I wish the UK’s Financial Reporting

income and cashflow statements,

Council and others luck in considering,

and the notes. Even measures of
indebtedness for non-financial
companies have become more
cashflow-orientated, with net
debt:ebitda replacing net debt:net
assets in many cases.
Haskel and Westlake actually
set out the reasons why internally
generated intangible assets are difficult
to value (see also page 58). Market
prices are not readily available and the
assets are typically business-specific,

How much benefit
is there in seeing
a steady stream
of spending
capitalised and
amortised, rather
than expensed
as incurred?

yet again, whether more intangible
assets can be credibly added to the
balance sheet. Enhancing narrative
disclosures would be easier. But neither
approach will tell us for sure whether the
‘investment’ will prove to be gold dust,
or sand through the fingers.

AB

Jane Fuller is a fellow of CFA UK
and serves on the Audit and
Assurance Council of the Financial
Reporting Council

February 2018 Accounting and Business

UK_COM_Fuller.indd 33

33
10/01/2018 13:56

-AFR_ads-Oct17_600dpi.indd 5

12/09/2017 12:47

Paying their dues
It is clear from the latest Paying Taxes report that technology has helped companies
slash their staff tax compliance input, while the total corporate tax take remains stable

Weighing the tax burden

Refunds and audits

The PwC and World Bank report Paying Taxes 2018 looks

The report also assesses the efficiency of post-filing tax

at how a case study company (a medium-sized domestic

systems, using the four metrics shown here.

manufacturer) interacts with tax systems in 190 countries.

Average time taken to…

It assesses tax paid (total tax and contribution rate –
TTCR), number of tax payments required and staff time

18.4

required for tax compliance.

27.8

hours

40.5%

240hrs

24

TTCR

Time to
comply

Number of
payments

16

27.3

correct a
corporation tax
return

complete an
corporation
tax audit

weeks

comply
with a VAT
refund claim

receive
a VAT
refund

hours

weeks

More information
Paying Taxes 2018 looks at how companies interact with tax
systems around the world. Read it at bit.ly/tax-2018

World of difference
The order of the regions has not changed since the previous set of figures, with the Middle East (because of its relatively few
taxes) having the lowest total tax and contribution rate and time to comply figures, and South America the highest.
EU/European Free Trade Area

North America showed

below global average in timeto-comply and TTCR rates.

38.9
%

182

161

Central Asia and Eastern Europe

hours

is the most reformed region since 2004,
doing well on both pre- and post-filing.

hours

the biggest TTCR rise of all and the second
longest time to obtain a VAT refund.
%

39.6
%

Central America and Caribbean saw

42.1

is the best-performing region across
all elements of the post-filing index.

%

hours

%

payments, although VAT introduction in
some parts should affect future results.

24.0

206

33.4

Middle East is still the easiest for tax

numbers, although its time-to-comply
figure was the biggest faller globally.

pre-filing performance but a
below-average post-filing figure.

hours

52.6
%

547

hours

and time-to-comply figures, despite
some recent improvements.

47.1
%

hours

Asia Pacific saw above-average

154

Africa has the second-highest TTCR
South America still has the worst

230

36.4
%

204

hours

285

hours
Total tax and
contribution rate

Staff time taken
to comply
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Green capital

CPD

The rapidly growing market for green bonds
offers investors a straightforward way to boost
their green credentials and opens up new
sources of capital funding for issuers

36
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W

green bond in 2014, it was entering new

What is a green bond?

territory. No automotive business had previously

Like an ordinary bond, a green bond is a fixed income

employed a fundraising tool of this kind. Since then, the

investment through which an investor loans money to a

company has issued two further green bonds, raising

corporate or government entity, which borrows the funds for

US$4.6bn, which is being used to fund new retail finance and

a defined period at a variable or fixed interest rate. Owners of

leasing contracts for low-emission and more fuel-efficient

bonds are therefore creditors of the issuer. Green bonds are so

Toyota and Lexus vehicles.

called because they are used to raise money for projects and

hen vehicle producer Toyota issued its first

The move at once broadened the choice of fundraising
mechanisms for environmentally friendly products and services

activities that have positive environmental or climate benefits,
although the precise definition of ‘green’ is still being shaped.

by private companies, as well as the range of industries
involved in green bond issuances. Previously, only the energy,
transport and infrastructure sectors had made use of the

agreement has been reached on the green bond pricing and

opportunity in a market that has seen considerable growth

interest rates, they have no need to undertake a due diligence

since its launch at around the time of the financial crash in 2008.

process or incur new credit risk. ‘This makes it more accessible

‘Of the projects getting financed, a good proportion are

to all types of industry,’ Buchta says. Usually, investor terms

wind and solar from a utility,’ says Suzanna Buchta, managing

for the green bond are similar to those for the ordinary bond,

director of debt capital markets at Bank of America Merrill

although some claim otherwise. However, this is difficult to

Lynch (BAML). But the industries taking part have been

prove. ‘There is some patchy evidence that green bonds have

gradually diversifying in a market that increased eightfold

more favourable interest than non-green bonds,’ says Jon

between 2013 and 2016, to US$80bn, and continues to grow

Williams, sustainable finance partner at PwC.

rapidly. Excluding bonds issued by organisations looking for

Pros and cons

green bond market is now worth US$100bn – perhaps 2% of

Green bonds offer both advantages and drawbacks for the

the overall bond market.

issuer. On the one hand, the issuer bears extra cost through

From small beginnings in 2007 with an issuance by the

issuing green bonds at the same price as ordinary bonds.

European Investment Bank, green bonds are now a popular

Views on the extra cost differ; some believe it is minimal and

choice for issuers and investors in the public and the private

overstated, but others argue it is a significant consideration.

sector. ‘There’s considerable investor demand, and every
green bond issued has been oversubscribed,’ says Buchta.
Treasury issuances of ordinary bonds have been

‘There are several issuance cash and resource costs, such
as time spent putting together the green bond framework,
the identification and ringfencing of projects, and the need

commonplace for many years. However, green bonds provide

for third-party verification,’ explains Williams. Verification and

new opportunities and advantages for both investor and

reporting can take place in line with either the framework

issuer. For the investor, they are a straightforward way to get

of the Climate Bonds Initiative (a non-profit organisation

involved with greener and cleantech

offering green or climate bonds) or

sectors without too much effort, at

with guidelines in the green bond

least where the issuer operates in

principles developed by BAML.

both brownfield and green sectors

On the plus side, the issuer gains

and issues both types of bonds.

access to new sources of funding.

‘The investors have exposure to the

‘The issuer attracts different

issuer just as they do through any

investors, such as industry and

other bond, and they don’t need
to understand the risks associated
with the sector, be it solar or wind
power, electric vehicles, or whatever.
They get green credentials without
working too hard,’ explains Buchta.
Investors approve a proportion of
their investments as green, and once

‘There’s considerable
investor demand,
and every green
bond issued has
been oversubscribed’

energy companies who wouldn’t
invest in ordinary bonds. These are
“sticky” investors, who buy and
stay with you,’ Williams says. New
investors from the ethical investment
community and asset managers are
also considering companies they
might previously have ignored.
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CPD

Market factfile

*

In first-half 2017, US$55.8bn-worth of green bonds were

*

In Q2 2017, green bond transactions accounted for 3%

issued. The whole-year market for 2017 is likely to reach
US$130bn.
of global bond market transactions; 82 green bond deals
were offered by 74 issuers, 50% of them first-timers.

*

The five biggest issuers in first-half 2017 were France, the
European Investment Bank, German infrastructure bank
KfW, Bank of Beijing, and Dutch electricity utility TenneT.

Source: Climate Bonds Initiative

A further advantage is that green bonds are a funding

The problem is that definitions of green investment have

alternative that allows issuers to meet their environmental,

still not been nailed down despite decades of corporate ESG

social and governance (ESG) policies or comply with

policies. Examples of controversial ‘green’ investments include

environmental legislation without any of the additional cost

dams, which are often ecologically harmful, and coal-fired

imposed by an ordinary bond or bank debt.

power plants that make partial use of biomass fuel. Until the

However, market indicators suggest that green bonds are

ambiguities can be resolved through clear classification, the

not adding volume to the overall bond market but merely

environmental benefit of much green bond investment will

replacing some ordinary bond issuances.

remain in doubt, providing abundant scope for ‘greenwash’.

Green bonds open up an interesting avenue for investors, but

Legislators say that such frameworks are around the corner.

AB

new concerns have emerged. Voluntary initiatives such as the
Task Force for Climate-Related Financial Disclosures are calling
for further consideration of climate factors and risks by investors
and corporates. Meanwhile, legislation on ESG and climate
investment disclosure is looming across the European Union,
potentially further boosting the green bond market.
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Elisabeth Jeffries, journalist
More information
Get CPD units by answering questions on this article at
accaglobal.com/abcpd
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Small is beautiful
The aspirations of the next generation of accounting professionals are challenging small
and medium-sized practices, which need to innovate to compete with the Big Four

W

hat divides the generations can also bring them

feel able to engage with each other, so there is a great

together. A whole narrative has been built

opportunity for the generations to come together, bringing

around how different generations, from the

their own perspectives and preferences, to create better

baby boomers of the post-war period through Generation X,

workplaces and career opportunities, and a more engaged

millennials and Generation Z, have different aspirations and

workforce.

work attitudes. But could it be that the generations have

However, a 2017 Deloitte study of millennials at work

more in common with each other than is generally thought?

outlines how attitudes within a single generation can vary,

And how does any gap affect the accountancy profession,

making it difficult to attribute common characteristics to

particularly those in small and medium-sized practices

diverse groups. In the process, Deloitte debunks a number

(SMPs)?

of common beliefs about this most written-about generation.

Research by recruitment consultancy Robert Walters has
pinpointed technology and early ambition as two areas with a
strong possibility of conflict between generations, especially

In particular, millennials now appear to be more loyal to
employers than previously believed.
Millennials view business more positively, as it can

where an older generation is trying to manage a younger

create more opportunities for them to engage with good

one. Millennials are frustrated with outdated technology and

causes, although business doesn’t fully realise its potential

feel that older workers do not understand the new way of

to alleviate some of the biggest challenges. Intriguingly,

doing things. For their part, the older generations tire of the

technology is not always seen as a positive. For some,

younger colleagues’ demands for rapid career progression.

technology encourages creative thinking and provides

What employers and workers of all ages agree on is that

opportunities to develop new skills; but for others it is a

different expectations of workplace culture, with younger
workers looking for a less formal working environment, is also
a significant source of conflict.
The good news from Robert Walters is that all workers

threat to jobs and creates a sterile workplace.
Could it be that millennials are growing up and adopting a
more realistic attitude to the workplace? Or have they been
shocked into a more conservative outlook by wider events?
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Gen Next job satisfaction at SMPs

of accountancy leaders to analyse the impact that those aged
between 16 and 36 (a group ACCA calls Generation Next)

Ireland

will have on the accountancy profession, focusing on those

2%

working in SMPs. The analysis, published in its Generation

16%

Next: managing talent in small and medium sized practices

25%

41%

17%

attitudes can vary within a generational group.

Refreshingly, the study reveals that young professionals see

1%

practice as a platform for long-term career success. They may

13%

46%

35%

4%

be mobile but they are ‘stickier’ than their Generation Next
peers in other sectors, especially at the start of their career.
The assertions that this generation is looking for something
beyond just pay still hold true with those in SMPs. They are
attracted to employers that go beyond offering just pay and

Mauritius

0%

report, backs up the Deloitte findings but emphasises how

Thinking ahead

Malaysia

progression opportunities to include job security and work
flexibility. They also want to learn and develop new skills, a

6%

36%
40%

19%

potentially pivotal aptitude for SMPs as they seek to compete
with the opportunities offered by the Big Four firms – the most
popular destination for those looking to leave the SMP sector.
As Ben Baruch, head of SME policy at ACCA and author of
the Generation Next study, says: ‘These trends clearly have

Pakistan

8%

implications and place new pressures on SMPs to rethink how
they attract, develop and retain young talent. Employers must

20%
26%

6%

39%

acknowledge that this goes beyond the pay cheque; it’s the
whole package that matters.
‘For Generation Next, the key to retention is development:
93% agree that the availability of opportunities to learn
and develop skills is key to remaining with an employer.’ As

Singapore

5%

Baruch observes, this generation is split on whether those
development opportunities are available at their SMP: globally

18%

38%
34%

5%

41% say their employer does not have enough roles available
to allow for career progression, and 34% say their employer
offers insufficient opportunity to achieve career goals.
So, there is work to be done by SMPs to attract and retain
this generation. They need to not only offer a viable career

UK

2%

path that provides progression backed up by training and

8%

development, but also get the message out there that they

25%
23%

Not satisfied at all
Not satisfied
Neutral
Satisfied
Very satisfied

40

ACCA has drilled deeper into its study on the next generation

are able to do so. As John Lim, assurance, HR and training

42%

partner at PKF Singapore, says, his practice had previously
had difficulties attracting graduates but began engaging with
local universities ‘to make our presence known, otherwise
younger people will only know the names of the Big Four’.
Lim says that giving talks and providing an internship
programme through these channels ‘helped to make our
name known and as a result more students got to know us
through word of mouth’.
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Eilis Quinlan FCCA, senior partner of Quinlan & Co in
Ireland, says that becoming a registered training practice
might help some SMP employers to stand out from the
crowd. ‘I think the benefits of structured development should

Top factors making SMPs attractive
Opportunity to learn and develop skills

93%
94%

be made very obvious to students and the reasons why they
should go with a registered training practice.’ To some extent,
this is aligned with ensuring effective communication of the
benefits that professionals gain from the breadth of finance

Career progression opportunities

90%
92%

experience available in the SMP sector.
However, others see the virtue in being a smaller practice,
one that can create a very different culture from the large
firms or corporates. Thomas Lee, a partner at Lee, Au &

Financial remuneration

86%
88%

Co in Hong Kong, argues that SMPs in Hong Kong are in a
strong competitive position, compared with other sectors,
for attracting talent. ‘Being part of a smaller team where
everyone gets on and learns from each other is exciting to

Interesting work

86%
87%

younger people,’ Lee says. ‘We are a boutique firm with a
pool of multiple talents, and our culture is very warm and
friendly. We have a strong mentoring culture and practice so
that new recruits will not work alone by themselves.’

Job security

86%
83%

Flexibility is key
Flexibility and work-life balance will always figure large
when looking at how to attract Generation Next, and many

SMPs

All sectors

practices have taken this on board. Mark Gold FCCA, a
partner at Silver Levene in the UK, says: ‘We encourage
work-life balance; we’re very much a family-orientated firm.

profession, a view that was broadly aligned with the global

The whole team, from junior to senior members of staff, are a

average response. But the flip side is that 80% of Generation

really close bunch.’

Next employees in SMPs agree that technology will enable

Fiona MacNamara FCCA, a senior manager in PKF

finance professionals to focus on higher value-added activity.

O’Connor, Leddy & Holmes in Ireland, agrees that flexibility

This is a balancing act that requires all generations to pull

offered by SMPs can be a key attraction. ‘I have the option

together and find common ground.

to work at home one day a week, and they offer that

As Lee says, his firm is keen to learn from the younger

flexibility to a number of employees. This helps retain more

generation, which involves providing younger staff with a

qualified staff.’

degree of freedom and flexibility: ‘We always try to find a

MacNamara also believes it is important that SMP

new way of doing things,’ he says. ‘It’s about exploring new

employers offer flexibility to younger professionals studying

business opportunities and developing new services for

outside of their day-to-day role. ‘We recently took on

clients. It’s also giving staff the freedom to explore their own

someone who had discovered that she could complete her

projects, and, if you like, supporting entrepreneurialism, which

qualification at night while working for us in the daytime.’

benefits us and benefits them.’

AB

However, it is technology that could prove to be the most
significant area as SMPs seek to remain relevant to new
generations. Technology is a double-edged sword. It can help
SMPs develop new services and place them at the cutting
edge of innovation. But it can also replace many jobs, often
those that new entrants would have carried out in the past.
According to the ACCA study, 50% of Generation Next
employees working for SMPs believe that technology will
replace many entry-level roles in the accounting and finance

Philip Smith, journalist
More information
Find out how ACCA’s Ethics and Professional Skills module,
introduced into the qualification in 2017, is helping ensure
finance professionals of the future are equipped with the
skills needed by employers in the 21st century workplace, at
future.accaglobal.com/
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Grab the roadmap
CFOs in technologically innovative industries are out of the room when their
colleagues are making decisions about early-stage R&D

as business partners, they seem to have a blind

D

and ACCA found that R&D managers believe the finance

spot over research and development (R&D). This

team’s involvement in early-stage project evaluation may stop

is strange given the importance of investment for strategic

or slow down authorisation. The report, The CFOs’ guide to

direction and financial performance.

technology roadmapping, noted that: ‘Finance should not

espite the idea that CFOs are increasingly acting

The absence may be caused by a belief that CFOs don’t
have the skills or background to make a meaningful
contribution to project selection. Or they may just
have been overlooked in the first place.

42

Research by the Institute of Management Accountants (IMA)

be invited to be involved in the early stages because they
are less likely to encourage highly risky projects.’ R&D want
some projects to fail, as it proves that their selection
was ambitious.
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The study focuses on the capital-intensive semiconductor
industry – which globally spent US$56.4bn on R&D in

Drawing up the map

2015. While the finance team is absent when projects are

Step 1 CFOs should use TRs as a tool to ensure the business

selected, it participates in the development stage of project

has a disciplined, standardised and consistent approach to

evaluation. In semiconductor companies, after the proof of

evaluating early-stage projects. Understanding which projects

concept has been established, CFOs prepare a business case

are high risk and which are low will enable business to invest

to decide whether to continue to fund development or to

across the risk range to achieve the desired rate of return.

terminate. Then one of finance’s favourite methodologies –

Step 2 CFOs can use the TR to facilitate a dialogue with

the discount cashflow analysis – is deployed as part of the

C-suite colleagues using five questions: What is the problem?

decision process.

Why should we invest in this solution? Is the timing right?

However, the research stage is so high risk and speculative

Have alternative funding sources been considered? What are

that a net present value (NPV) calculation is considered

the risks? This should overcome the problem described by

a waste of time. A CFO of one of the largest integrated

one R&D executive as ‘developing a Cadillac when a Chevy

device manufacturers explained: ‘You don’t typically do NPV

would have done’.

calculations on research because it is highly speculative

Step 3 Ongoing performance evaluation is a crucial role for

and high risk. At some point, probably five years from when

CFOs in R&D where engineers and scientists are likely to be

we think it will be in production, we will start doing a more

overly optimistic and biased about their work, and may not

formal analysis on it. By then you are starting to look at

flag up difficulties or setbacks that threaten the project. The

whether it will turn into something you can get a return on.’

CFO can use the TR to identify projects that should be shut
down or that require extra resources in the short term to

Gradual shift

achieve a successful conclusion.

Although few CFOs are currently
involved in the early stages of
project evaluation, the report

Industry-specific and organised

suggests that in several leading
firms there is a gradual shift in
thinking about their role. They
see that role as evolving into
one in which the CFO can help
the organisation to take a more
disciplined approach to project
evaluation. For instance, one CFO
explained that the role should
focus on facilitating better project
evaluation processes, which requires

industry-wide by the International

The CFO can use the
technology roadmap
to identify projects
that should be shut
down or that require
extra resources in
the short term

the CFO to be prepared to ask

Roadmapping Committee (IRC), a
TR is designed to prevent technical
roadblocks and identify growth
opportunities. A decision-support
tool, TR helps identify the risk of a
particular R&D path.
The problem is that for CFOs
without a scientific/technical
background much of the TR appears
indecipherable. But Moll argues the
TR is accessible to CFOs through

difficult questions: ‘I don’t want

visual maps, allowing users to

finance people telling the technology people, “we should go

understand industry forecasts and investment opportunities

and do that technology”. That is not their job.’

for a specific technology. A colour scheme gives a rapid

He said that even when a CFO agrees with a strategy,

overview: colour 1 means a solution exists; 2 – interim

they should challenge it. The problem, he says, is that

solutions are known; 3 – manufacturable solutions are known;

executives often believe they understand the organisation’s

4 – manufacturable solutions are not known. Once finance

risk tolerance. Questioning can help to reveal the different

understands TRs, Moll says, it can use a three-step process to

attitudes that those involved in project evaluation hold

integrate them into a project appraisal process (see box).

towards risk.
Report author Jodie Moll PhD, senior lecturer in accounting
at Manchester University, argues that an industry technology

By grabbing the TR, CFOs can use their skills to minimise
the chances of their company’s R&D being dysfunctional. It’s
time CFOs were back in the room from the start.

AB

roadmap (TR) would provide a basis for the CFO to work with
R&D right at the early stages of project evaluation.

Peter Williams, journalist
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Setting confidence levels
While low levels of confidence can be problematic, very high levels may not be ideal
either. Our talent doctor Rob Yeung analyses the evidence on how to get it right
How confident would you say you are
on a scale of 1 to 10? Suppose that a
1 means that you experience immense
anxiety and self-doubt and a 10 on

Confidence boost
Watch Dr Rob Yeung’s video on
achieving the right level of confidence
at bit.ly/Y-confidence

the other hand indicates that you are
supremely comfortable in all areas of

may reduce people’s ability to succeed:

your life. What score would you assign

for example, overconfidence may make

to yourself?

them less able, or less willing, to learn

Clearly, low levels of confidence can
be problematic. People with low self-

An important research study led by

confidence may have trouble speaking

Stanford University scientist Emily Pronin

up at work, making an impact during job

suggested that up to 80% of people

interviews and so on.

consistently rate themselves as better

However, very high levels of

CPD

from their own mistakes.

than average across a wide variety of

confidence may not be ideal either. For

skills and domains of knowledge. Clearly,

example, studies by researchers such as

that’s statistically impossible. So the

Randall Colvin at Northeastern University

likelihood is that most of us overestimate

in Boston, US, suggest that highly

ourselves in some respects.

confident individuals typically make a

The only way to find out how good

good first impression; however, over

you really are is to seek feedback

time they have a tendency to talk about

from knowledgeable colleagues – ask

themselves and dominate conversations

them for candid comments about your

so much that they may alienate people.

performance.

A fine balance

or explaining your behaviour or you will

In my latest book Confidence 2.0:

come across as defensive and closed-

The New Science of Self-Confidence,

minded. If you are genuinely committed

I review research evidence looking

to enhancing your performance, you

at the relationship between people’s

must accept the validity of people’s

confidence and their performance.

views; it is your responsibility to develop

In both social as well as professional

your skills and change your behaviour

situations, there may be an inverted-U

until others agree they have seen real

relationship between confidence and

changes in how you perform.

However, be certain to avoid justifying

Very high levels
of confidence
may reduce
people’s ability
to succeed; their
overconfidence
may make them
less willing to learn

performance. People who have very low

to boost people’s confidence and

by improving their confidence. However,

performance in high-pressure situations

the benefits of improved confidence

is visualisation. Effective visualisation,

may peak at around a score of 6 or 7

however, is not just a case of imagining

out of 10. After that, there may be an

what it would look like to perform

inverse relationship between further

strongly in a presentation or meeting.

confidence and performance. In other
words, very high levels of confidence

44

One technique that has been shown

confidence can boost their performance

In one scientific study, volunteers
were recruited to participate in a
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mock interview. All of the participants

Dr Rob’s talent clinic

were given a booklet of 10 interview

Q

questions and asked to write down
answers to questions such as ‘Tell
me about yourself’ and ‘What are

I joined my current employer
seven months ago. The first

three months were very difficult

your major strengths?’

and my line manager extended my

Next, half of the participants

probation period. Three months later,

were told to visualise themselves

he agreed to move me onto a permanent contract,

answering the 10 questions. The

but he was clearly reluctant to do so. I still feel that he

other half were asked to sit

is intensely critical of me and I’m very unhappy. How long

quietly for a similar length of time.

A

When the participants were then
interviewed, those who had practised

do I need to stick with the job before I can move on?
There is no right answer as to how long you must stay in a job
before moving on. I have known individuals who have stayed for as

visualisation reported feeling less

little as a few months. Typically, they could show a track record of exemplary results

nervous. Perhaps more importantly,

and were lured away by executive search firms offering significantly larger or more

these visualising participants were also

exciting opportunities that justified changing jobs so quickly. More usually, though,

rated more highly by the interviewers.

many employers think it is acceptable for prospective candidates to move on after

Before you start visualising though,

around a year or 18 months, so long as they can tell a compelling story about what

bear in mind two major caveats. The

they learned and accomplished.

study suggests that visualisation works

However, if I were coaching you, I would suggest that you first make a more
determined attempt to resolve the issues with your existing line manager and

beforehand. Simply envisioning a

colleagues. You say that your line manager was ‘reluctant’ to keep you on: what

successful interview, presentation or

reasons did he give exactly? If you cannot answer that question with a list of the

meeting won’t work.

problematic actions or inactions that your line manager perceives you to have

In addition, the participants who

committed, then I would argue that you have yet to identify his underlying concerns.

visualised a successful interview spent

Set up a meeting with your line manager and give him the opportunity to talk about

between 10 and 20 minutes imagining

what he thinks are your weaknesses and wrongdoings. Avoid trying to explain or

how a successful interview would look

defend yourself. Simply listen and take copious notes. This way, you may still be able to

and feel. It wasn’t merely a technique

rectify the issues, improve your working relationships and maybe even enjoy your job.

that they did in seconds or a few
minutes. It took a real investment of

Tips for the top

time to be beneficial.

It is often said that your first month or so at a new company is a critical time, which

AB

CPD

when you have done proper preparation

will determine your career trajectory within the organisation. To set yourself up for
Dr Rob Yeung is an organisational

long-term success, adopt the following approach during your first month:

psychologist at leadership consulting

*

firm Talentspace: talentspace.co.uk.

Avoid assuming anything. There is rarely only one correct way of doing things.
The way you are used to working may be different from what is considered

Until 28 February AB readers can get

correct in your new team. Your colleagues will tolerate more questions from you

20% off the cost of his new book by

during your first weeks.

redeeming the code CONFIDENCE at
guardianbookshop.com.

*

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

problems that need fixing, remember that you are
a newcomer. You must build up your credibility

More information
Dr Rob tweets @robyeung

Keep your ideas to yourself. Even if you can see

over time before your colleagues will take your
recommendations seriously.

*

Focus on being likeable. Even if you are quite
introverted by nature, make it a priority to
socialise and get to know your colleagues. Success
at work requires not only technical skills but strong
working relationships too.
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Reach for the stars
Important lessons can be learned from NASA about team values, even if you’re
not in the business of space exploration, says Paul Sean Hill

N

ASA’s mission control

team performance by taking the

is known for building

steps outlined (see ‘Small steps

generation after generation

for man’, left).

of high-performing teams that have
protected astronauts while achieving
stunning successes in space. The
real key to preserving that level of
performance has always been less
about rocket science and more
about the culture and leadership
values we stewarded in those
teams as fiercely as we protected
the astronauts.

Rather than waiting
for your own
brush with failure
and searching
for ideas, use our
transformation to set
out on your own

However, like managers anywhere,

real and necessary business and personnel-management
responsibilities. We often fell into management practices that
were not only inconsistent with our own enabling culture and
values but that also led to preventable mistakes and failures.
As NASA discovered after the three accidents that
cost astronauts’ lives, the good intentions of proven
senior managers were not enough to prevent top-down
management practices from masking the warning signs that
precede failure.
After more than 40 years developing such incredible

on their own when their teams
struggle to understand how this hightrust environment can help them. Do
what we did and explore the ideas
that great thinkers have already made
available. Mission control’s leadership
team transformation was helped
tremendously in this way through
management-team roundtable

as we were promoted away
from the rocket science, our days became consumed with

Fortunately, leaders aren’t left
to invent the underlying ideas

reviews of the following books:

*

What Got You Here Won’t Get You There, Marshall

*

The Speed of Trust: The One Thing that Changes

*
*

Good to Great: Why Some Companies Make the Leap...

*

Built to Last: Successful Habits of Visionary Companies,

Goldsmith
Everything, Stephen M.R. Covey
Leading Change, John P. Kotter
and Others Don’t, Jim Collins
Jim Collins and Jerry I. Porras

The key is open and thorough dialogue to internalise the ideas
and apply them to your behaviours and management practices

working-level teams in the mission control room, we learned to

through open team discussion. Then make management-

deliberately apply the key cultural and leadership values in our

practice changes that are specifically intended to continue

management roles. And just like in mission control, reflecting

the leadership transformation. In time, just like the high-trust

the values in our behaviors and management practices

leadership environment itself, the willingness to critically

delivered similar results: highly-reliable decision-making and

evaluate ongoing practices and an openness to change can

top performance in critical situations.

take root as part of the culture at all levels of an organisation.

Rather than waiting for your own brush with failure and

Failure is always an option, and so is choosing to lead your

searching for ideas, use our transformation to set out on

team into a leadership environment that helps them avoid

your own. Leverage the cultural and leadership values

catastrophe and pull off miracles. Like mission control, you can

that are key to mission control’s success, both in flying in

take them there.

space and in management practices. After all, the real
destination has nothing to do with rocket science; it is to

Lead deliberately and lead well. It ain’t rocket science. It’s
much more difficult and much more important.

AB

enable a leadership environment that inherently strengthens
your performance.
Any management team can repeat our transformation,
leverage the mission control values and enhance their
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Paul Sean Hill is a former NASA flight director, retired director of
mission operations for human spaceflight, and author of Mission
Control Management, published by NB Books
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Small steps for man
Create a high-trust environment

*

Align the team to a common
purpose and prioritise
strategies and decisions on
how well they contribute to the
team’s success.

*

Practise full transparency in all
discussions and decision-making,
from the leader to the team,
among peers on the team, and
in the team’s interaction with
the leader. All cards are face up
on the table for the full team in
every decision.

*

Allow and expect every member
of the team to engage on
every subject.

Train how you fly, fly how you train

*

Say what you mean. There
can be no unmentionable or
undiscussable concerns. Rely
on the alignment to purpose
and values to preserve full
transparency and get through
any uncomfortable discussions.

*

Do what you say. Take deliberate
action based on the conclusions
reached in this high-trust team.

Reinforce values and trust

*

Discuss the need for transparency,
value alignment and engagement
across the team.

*

Deliberately assess individual
and team behaviours and
management practices against
these values.

*

Explore new ideas and remain
open to behaviour changes
that enhance this high-trust
environment.
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Knowing when to stop
With our virtual world turning working hours and office attendance into an altogether
more fluid affair, David Parmenter offers guidance on how not to be a workaholic
Some of the greatest discoveries ever

are heroes working nonstop for

made have been the byproduct of

14 hours, but in reality we are going
nowhere quickly. Always take breaks.

workaholics, but there are also many

*

people out there who just can’t stop
working, regardless of the quality of

performing staff. These driven
employees will at some point burn

the output.
While at the extremes this can be

out, and then you get the surprise

a very serious condition, there are a

resignation. When running General

number of borderline workaholics who

Electric, Jack Welch extracted

could benefit from taking a step back

every bit of value out of staff and

and re-assessing their priorities.

managers. But at the same time, he

Borderline workaholics in

would enable staff who had already

management positions can be

collected a pile of ‘I owe you’ chits

dangerous, as they will suck their staff

to take time out to recover their

into the vortex of their meaningless

by the fleeting moment of pleasure?

work-life balance before pressing

pursuits. They can be the worst

Here are some mitigating steps to take

on.

managers but the best talkers.

if you feel that you’re heading down the

But on your death bed, will all the
meaningless deadlines that drove you,

slippery slope.

*

*

Look for a safe haven. Schedule
more time in your diary for finding

Look at deadlines carefully before

and nurturing relationships, hobbies

committing to them. Are they going

and sports that will make your life

nobody read, mean that at your funeral

to make a difference? Are they

more meaningful. This is particularly

there will be an outpouring of respect?

connected with the organisation’s

important when you are faced

critical success factors? If not, they

with redundancy. It happened to

might not be that important.

Sir Winston Churchill on three

Ensure your team has regular

occasions. Each time he cocooned

meetings somewhere outside

himself at his secluded residence at

those reports you worked on at 3am that

Many of us are task-driven. We
are motivated to succeed no matter
how stupid or meaningless the target
is. We feel we will get a great deal

*

of satisfaction from it and yet, on

the office. You get a different

completion, were we not disappointed

perspective when you get together

The next time a deadline comes

in cafes or other public spaces. Get

up, make sure it is going to mean

away from your prison and mingle

something. Otherwise it is far better to

with real life.

go home earlier and visit that elderly

Avoid working through lunch. Eating

neighbour or help charge someone’s car

‘al desko’ signals that you are not

battery. It is these gifts of time that will

on top of things, or worse, lack

be remembered, that will make your life

perspective. You need a break in

richer and more meaningful.

Avoid working
through lunch.
Eating ‘al desko’
signals that you
are not on top of
things, or worse,
lack perspective

*

Chartwell in Kent.

AB

times when you feel that is the last
thing you can afford to do – again,

David Parmenter is a writer and

to get a clearer perspective on the

presenter on measuring, monitoring and

issue at hand. Consider scheduling

managing performance

lunches with people you either
need to work with better or should
network with. We may all think we

48

Take special care of your high-

More information
davidparmenter.com
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Deferred tax is back
In the light of the IASB’s focus on producing more useful information for investors,
deferred tax seems at odds with this approach. Adam Deller outlines the debate
liability in the statement of financial

plan of the International Accounting

position and its tax base. Therefore

Standards Board (IASB) is ‘Better

deferred tax assets or liabilities are

communication in financial reporting’.

recognised if they represent the future

In the past few months, this column

tax consequences of events that are

has considered the varying ways the

already in existence.

IASB is applying this – to the disclosure

The concept and practical application

project, the definition of materiality,

of deferred tax has been a source of

the format of primary financial

much debate and criticism for many

statements and the proposed changes

years. Academics Arjan Brouwer and

to the Conceptual Framework.

Ewout Naarding produced a research

In November 2017, the IASB held

CPD

The central theme of the current work

paper at the forum that questions the

its annual research forum. Most of

decision not to re-examine IAS 12,

the discussion unsurprisingly centred

especially in the light of the IASB’s focus

around topics linked to this principle of

on better communication. Here are

improved communication. An interesting

some of the arguments raised in this

addition to the research topics was a

discussion and other concerns raised

discussion on deferred tax. This was

over the treatment of deferred tax.

an unexpected topic, as the IASB has
decided not to change IAS 12, Income

Consistency in recognition

Taxes, in respect of deferred tax and it

As deferred tax is defined by looking

sits nowhere in the current work plan.

at the carrying amount of an asset or

IAS 12 covers the accounting

liability in relation to its tax base. This

treatment for both current and deferred

shows a focus on financial position in

tax. Current tax relates to the entries to

the application of deferred tax. Having

be made in respect of the estimated tax

a financial position focus is consistent

liability from the current year’s tax return

with the Conceptual Framework, even

to be filed. Deferred tax arises where

though this focus is not always popular,

there are taxable temporary differences

particularly with accounting students,

in the carrying amount of an asset or

who often struggle with the definitions
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surrounding which tax base to apply
to items.
In addition, it could be questioned
whether deferred tax assets and deferred
tax liabilities really satisfy the definitions
of assets and liabilities. The proposed
definitions according to the Conceptual
Framework exposure draft are:

*

an asset is a present economic
resource controlled by the entity as
a result of past events

*

a liability is a present obligation of

From a matching perspective, this

resource as a result of past events.

makes sense, as the entity will never

Cases can be made to show that

be able to recognise the fair value gain

deferred tax assets and liabilities do

recorded without incurring tax on that

meet these definitions, but equally

gain. While this makes sense from a

cases could also be made to question

matching perspective, does the entity

whether entities do indeed have present

have a present obligation to transfer an

obligations in terms of deferred tax

economic resource? If the entity has no

liabilities recognised.

intention to sell the asset, it could be

CPD

One of the most common deferred
tax liabilities arises from the differences

argued that it doesn’t.
Instead of showing the deferred

between the depreciation charged on

tax as a liability, commentators have

a non-current asset compared to the

suggested simply showing the gain net

capital allowances given for that asset.

of tax. This would have the effect of

In situations where capital allowances

only recording the net gain to the entity,

exceed the depreciation charged, this

and not reflecting a liability. This is

will result in a deferred tax liability. The

currently not in line with the accounting

principle behind this is a sound one,

treatments for non-current assets or

as the entity will receive fewer capital

tax so cannot be done, but it could

allowances in the future, resulting in

be argued that as the payment of the

higher tax charges. This tax will only

liability is very unlikely, the presence of a

be payable based on the entity’s future

deferred tax liability may be misleading.

profits, so critics often suggest that

This seems to represent a slight

there is no present obligation to settle

conflict with some key principles in

this liability, as the entity may not make

the Conceptual Framework: not to

any taxable profits.

recognise any potential tax impacts on a

A much more contentious issue

remeasurement gain would show a gain

revolves around adjustments to fair

but omit any potential costs associated

value. An entity using either the

with the gain. Recognising a liability with

revaluation model for a non-current

a low probability of any payment may

asset, or a parent company making

also not represent relevant information.

fair value adjustments to assets on

50

tax liability would therefore be created.

the entity to transfer an economic

The Conceptual Framework exposure

the acquisition of a subsidiary, may

draft does state that ‘users of financial

recognise a fair value gain if the asset

statements may, in some cases, not find

value increases. This would increase the

it useful for an entity to recognise assets

difference between the carrying amount

and liabilities with very low probabilities

of the asset and its tax base. A deferred

of inflows and outflows of economic
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benefits’, which could be argued to be

significantly overstated in the financial

to assume that most users are more

the case here with the deferred tax on

statements. This also puts IAS 12 in

interested in the current tax position

revaluation gains.

conflict with other standards, such as

and any future cash impacts relating to

IAS 37, Provisions, Contingent Liabilities

tax. The current deferred tax disclosures

does seem to suggest that the

and Contingent Assets, which states that

do not show this information clearly.

recognition of some liabilities with a

long-term provisions must be discounted

From the deferred tax accounting and

low probability of outflow is not useful,

to reflect the time value of money.

disclosures under IAS 12, users would

While the Conceptual Framework

IAS 12 explicitly states that a deferred

There is often a weak relationship

tax liability must be recognised for all

between deferred tax balances and

future cash impact, the estimated timing

temporary timing differences. While a

future cashflows. Deferred tax items are

of that impact or the likelihood of the

deferred tax liability must be recognised

often very long term, or the settlement

event arising.

not be able to assess whether there is a

wherever the carrying amount exceeds

deferred tax accounting isn’t fit for

a probability criterion attached to it,

purpose and that it provides limited

stating that there must be sufficient
projected future taxable profits to be
able to recognise the deferred tax asset.
The IASB has already addressed
this issue in relation to its work on the
Conceptual Framework, stating that
there is asymmetric prudence within
certain accounting standards, and that
this should be allowed to remain.

CPD

Some commentators believe that

the tax base, a deferred tax asset has

usefulness. They often argue that users

Some believe
that deferred tax
accounting isn’t
fit for purpose and
that it provides
limited usefulness
to investors

would be more interested in an entity’s
tax policies and governance rather than
the deferred tax information. Given the
IASB’s focus on useful disclosure, the
disclosures around tax seem to be an
area that could be looked at further.
While the removal of deferred tax
is likely to remain wishful thinking for
accounts preparers and accounting

Consistency in measurement

students everywhere, there are surely
enough inconsistencies between IAS 12

Many deferred tax items, particularly
liabilities, are long term and will

of the liability may have a very low

and other areas of corporate reporting

be settled in over 12 months. The

probability if it arises from fair value

for the IASB to consider taking action.

Conceptual Framework exposure draft

gains. In the light of the IASB’s focus

Maybe the topic’s inclusion within the

states that fair value should reflect the

on producing more useful information,

research forum could lead to just that.

time value of money. Under IAS 12, the

deferred tax does seem at odds with

discounting of deferred tax items is

this approach. It is questionable as to

Adam Deller is a financial reporting

explicitly prohibited.

how much value the accounting for and

specialist and lecturer

The reasoning behind this is because
it could be inherently complex to do

disclosures surrounding deferred tax
produces for investors.

and may not provide useful information.

When it comes to the information

While this may well be true, it may mean

investors regard as useful in relation

that deferred tax liabilities could be

to tax, it would appear reasonable

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

and their advisers problems, including
measuring directors’ loans at present

simplifies the definition of a financial
institution.

ISA 250

value, to be adopted early. At the time

The intangible assets paragraphs have

International Standard on Auditing (UK)

of issue of FRED 67 the FRC said that it

changed from the original FRED 67. For

250 (Revised): Section A – Consideration

recognised that the revised treatment

example, paragraph 18.8 regarding the

of Laws and Regulations in an Audit

of directors’ loans should be able to be

recognition of intangible assets states:

of Financial Statements is effective

applied now and that early adoption

‘Intangible assets acquired in a business

for audits of financial statements for

before the consultation and finalisation

combination shall be recognised

periods commencing on or after 15

of the changes will save many

separately from goodwill when all the

December 2017. It highlights the

businesses the problems of applying

following three conditions are satisfied:

auditor’s responsibility to report to

the present value rule for one year and

a) the recognition criteria set out in

regulators regarding money laundering,

reversing it in the next. The FRC also

paragraph 18.4 [the entity shall

terrorist financing and proceeds of

stated that businesses with periods

recognise an intangible asset as an

crime legislation in the UK.

beginning on or after 1 January 2016

asset if, and only if: (a) it is probable

(so 31 December 2016 year-ends) could

that the expected future economic

adopt the treatment as set out in FRED

benefits that are attributable to the

Preliminary announcements

67, with small entities to be exempted

asset will flow to the entity; and (b)

Bulletin: The Auditor’s Association

from paragraph 11.13, which contained

the cost or value of the asset can be

with Preliminary Announcements

the present value treatment.

It can be found at bit.ly/isa-250-rev.

The amendments highlight that the

brings guidance for auditors together,

measured reliably] are met
b) the intangible asset arises from

reflecting UK listing rules, ISAs, guidance

directors loans’ change, and also the Gift

from the European Securities and

Aid tax effect changes in FRED 68 can

Markets Authority and UK Corporate

be applied early (see AB, November/

(ie capable of being separated or

Governance Code requirements. It can

December 2017: bit.ly/tu-nov17). The

divided from the entity and sold,

be found at bit.ly/frc-bull-pre.

other amendments apply for accounting

transferred, licensed, rented or

periods beginning on or after 1 January

exchanged either individually or

2019, with early application permitted

together with a related contract,

Reporting

provided that all amendments are

FRS 102 amendments

applied at the same time.
The other principal amendments to

As previously highlighted, when issuing

contractual or other legal rights
c) the intangible asset is separable

asset or liability).’
This opening part of the paragraph is
unchanged from FRED 67. However,

FRED 67 the Financial Reporting Council

FRS 102 are that it:

the next part of paragraph 18 in FRED

(FRC) allowed for certain pre-publication

*

requires fewer intangible assets to

67 stated: ‘An entity may additionally

be separated from goodwill in a

choose to recognise any or all intangible

business combination

assets separately from goodwill for

permits investment property

which only condition (a) above is met.

rented to another group entity to

When an entity chooses to recognise

Financial Reporting Standard applicable

be measured by reference to cost

such intangible assets separately

in the UK and Republic of Ireland;

rather than fair value

from goodwill it shall apply that policy

expands the circumstances in

consistently to the relevant class of

which a financial instrument may be

intangible assets.’

amendments to FRS 102 to be applied
early ahead of the issuing of the final
amendment publications. It has now
issued Amendments to FRS 102: The

Triennial review 2017; Incremental
improvements and clarifications.

*
*

As a reminder, the FRC allowed
changes in areas that caused businesses

52

*

measured at amortised cost, rather
than fair value

This has been amended and now
states: ‘An entity may additionally choose
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to recognise intangible assets separately
from goodwill for which condition (a) and
only one of (b) or (c) above is met. When
an entity chooses to recognise such
additional intangible assets, this policy
shall be applied to all intangible assets in
the same class (ie having a similar nature,
function or use in the business), and must
be applied consistently to all business
combinations. Licences are an example
of a category of intangible asset that may
be treated as a separate class, however,
further subdivision may be appropriate,
for example, where different types of
licences have different functions within

Late-payment reporting

the business.’ See more on intangibles

As highlighted nearly a year ago, large businesses are required to prepare and

on page 58.

publish information about their payment practices and performance in relation

If you have considered adopting

to qualifying contracts for each six-month reporting period. The first reports from

changes early relying on FRED 67 you

large businesses with financial years beginning 1 May 2017, 1 June 2017 and 1 July

will need to consider the final changes

2017 have been published. The next ones due are from those with a financial year

as highlighted above, as there are

starting 1 August 2017. These businesses will report for the period 1 August 2017

differences that may alter your reporting

to 31 January 2018, with the report being published by 2 March 2018. Significant

treatment. You can find the changes at

numbers of reports are expected for those large businesses with a financial year

bit.ly/frc-frs102-amend.

1 January 2018 to 31 December 2018; the first report will cover the period 1 January
2018 to 30 June 2018, with the reports being published by 30 July 2018.

Charitable incorporated
organisation (CIO)

You can search for businesses that have made reports at bit.ly/gov-bus-pay. The
guidance for large businesses is at bit.ly/gov-pay-prac.

The conversion regulations and other
secondary legislation under the
As a reminder, there are four common

Charities Act are now in force. The

The Charity Commission has

regulations provide for a charitable

announced a phased conversion

types of charity structure:

company or community interest

timetable. It will accept applications from
the following dates for those charities

*
*

CIO – association or foundation

company to convert to a CIO.

*
*

unincorporated association

The conversion process enables
the charity to continue to exist but in

converting from a charitable company to
a charitable incorporated organisation:

a different legal form. Charities can
keep their existing name and charity

charitable company (limited by
guarantee)
trust.

You can find more at bit.ly/gov-

Date

Annual income

as a CIO is not a company and follows

Now

Less than £12,500

SI 2017/1232, the Charitable

the Charities Act requirements rather

1 March 2018

Between £12,500
and £25,000

Incorporated Organisations (Conversion)

1 May 2018

Between £25,000
and £100,000

2018), are at bit.ly/cio-reg2017. SI

1 June 2018

Between £100,000
and £250,000

Organisations (Consequential

1 July 2018

Between £250,000
and £500,000

ly/SI2017-1231 and SI 2017/1233, the

1 August 2018

Greater than
£500,000

(England and Wales) Order, is at bit.ly/

number. High conversion is anticipated,

than those for the Companies Act.
Therefore, a CIO doesn’t have to

cio-leg. The secondary legislation

register with and send accounts to
Companies House; it sends accounts
only to the Charity Commission.
Conversion may be of greatest interest
to smaller company charities that
would follow Charity Act reporting
requirements only, if they convert.

Regulations (in force from 1 January
2017/1231, the Charitable Incorporated
Amendments) Order, is available at bit.
Index of Company Names (Listed Bodies)
SI2017-1233.
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Tax

set of compatible software programs that

Justice of the European Union (CJEU)

must be able to:

ruling in the case of Shield and

*

record and preserve electronic

Sons Partnership has been issued.

records in an electronic form

The long-running case concerned

provide to HMRC information and

the exclusion of farmers from the

returns from the electronic records

agricultural flat-rate scheme when they

for Tax Practitioners. These will reflect

in an electronic form and by using

recover substantially more by using

legislative changes such as to the EU

the API platform

the flat-rate scheme than the input

receive information from HMRC.’

tax claimable through VAT registration.

Engagement letters
ACCA and other members of the Joint
Profession Engagement Letter working
party are revising Engagement Letters

General Data Protection Regulation
(GDPR). You can read the working party

*
*

The consultation can be accessed at bit.

The CJEU ruled that:

statement at bit.ly/ACCA-advisory.

ly/gov-vat-draft.
If the above is relevant to you,

Directive 2006/112/EC of

Making Tax Digital and VAT

you may also be interested in the

28 November 2006 on the

HMRC issued consultation documents

consultation Making Tax Digital: interest

common system of value added

in late December, with a closing date

harmonisation and sanctions for late

tax must be interpreted as laying

just after the 31 January self-assessment

payment, which is open for comment

down exhaustively all the cases in

return date (9 February), on amendments

until 2 March. It can be found at bit.ly/

which a member state may exclude

to the VAT regulations and a VAT notice

mtd-consult.

a farmer from the common flat-rate

1. ‘Article 296(2) of Council

Please do send your comments

relating to how records should be

scheme for farmers.

retained and how VAT returns, using

to the government and also to ACCA

compatible software, should be filed.

at advisory@accaglobal.com with the

2006/112 must be interpreted as

heading ‘MTD consultation’.

meaning that farmers who are

The notice highlights that
businesses with a turnover above £85,000

2. Article 296(2) of Directive

found to be recovering substantially

will be required to ensure that they keep

Tax cases: VAT

more as members of the common

records using ‘functional compatible

The Tax and Chancery tribunal

flat-rate scheme for farmers than

software’. This is ‘a software program or

decision applying the Court of

they would if they were subject
to the normal value added tax
arrangements or the simplified

Scottish tax rates

value added tax arrangements
cannot constitute a category of

The proposed Scottish rates and bands for 2018/19 are:

farmers within the meaning of
Bands

Band name

Rates (%)

Over £11,850-£13,850

Starter rate

19

The upper tier tribunal ruling

Over £13,850-£24,000

Basic rate

20

following the CJEU decision

Over £24,000-£44,273

Intermediate rate

21

Higher rate

41

Over £44,273-£150,000
Personal allowance is reduced by £1 for every
£2 earned over £100,000

(that recovering more under
the scheme did not constitute
a different category of farmer)
allowed for the flat-rate scheme to
be reinstated from the date it was

Above £150,000
Personal allowance is reduced by £1 for every £2
earned over £100,000

that provision.’

Top rate

46

withdrawn by HMRC (2012), awarded
costs to Shield and Sons and
directed that Shield and Sons apply the

These apply where the employer is in receipt of a notice of coding from HMRC

4% flat-rate addition invoices to VAT-

indicating the person is a Scottish tax payer. HMRC had previously issued tax code

registered customers retrospectively

information notices (SBR, SD0 and SD1) mirroring the basic, higher and top rates in

as if the scheme had not been

England and Wales for 2017/18. HMRC can issue SD2 to SD8 tax code information. It

withdrawn.

may be worthwhile checking payroll software and liaising with your software supplier
regarding these changes.

You can find this decision at bit.ly/govshield-sons and other decisions at bit.ly/
gov-trib-dec.

54
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Law
Probate
You can find out the latest news
regarding the developments on
the ACCA application, together
with how to obtain the free factsheets,
at bit.ly/acca-legal.

GDPR
The Information Commissioner’s Office
(ICO) has two General Data Protection
Regulation (GDPR) checklists – one for
data controllers and another for data
processors – which organisations should
consider during their preparations for
GDPR. The checklists are available at
bit.ly/ico-gdpr-check.
The GDPR uses the special term

accountant is a data controller in relation

Export

to the personal data in the accounts.

‘controller’ for an organisation that

This is because accountants and similar

Trade remedies

transmits, stores or processes personal

providers of professional services

As highlighted last month (bit.ly/tu-

information. This applies to service

work under a range of professional

jan18), the Department for International

organisations that receive personal

obligations which oblige them to take

Trade is preparing the UK trade

information in a secondary capacity.

responsibility for the personal data they

remedies framework in readiness for the

process. For example, if the accountants

UK leaving the European Union.

The GDPR also uses the special term
‘processor’ for an organisation where

detects malpractice whilst doing the

personal information flows through a

firm’s accounts he may, depending on its

Comments need to be sent by 30 March

system that the organisation controls

nature, be required under his monitoring

and ACCA will comment on behalf of

– for example, third-party computing

obligations to report the malpractice

members. You can send comments

service providers such as cloud

to the police or other authorities. In

to advisory@accaglobal.com with the

service providers.

doing so an accountant would not be

subject line ‘trade remedies’.

Both the concept of controller and

You can find more at bit.ly/dit-eu-rem.

acting on the client’s instructions but in

processor are essentially unchanged

accordance with its own professional

Global Growth Service

under GDPR from the Data Protection

obligations and therefore as a data

The Department for International

Act (DPA) definitions. Any entity that is

controller in his own right.

Trade (DIT) is piloting a support

a controller under the DPA is likely to

‘Where specialist service providers are

continue to be a controller under the

processing data in accordance with their

Service. It is designed to help

GDPR and any entity that is a processor

own professional obligations they will

globally ambitious businesses with

under the DPA is likely to continue to be

always be acting as the data controller

a turnover of £5m to £40m and

a processor under the GDPR.

and cannot agree to hand over or share

fewer than 250 employees to drive

data controller obligations with the

their growth through changes in

client in this context.’

export performance, helping them

As a reminder of the distinctions,
past guidance was issued by the ICO
in What is the difference between a

A series of webinars can be viewed at

initiative called the Global Growth

to capitalise on the growth potential

data controller and a data processor?,

bit.ly/ACCA-gdpr-web. As you will see

available overseas. DIT will work

available at bit.ly/ico-diffs. It highlights,

from the engagement letter note above,

directly with ACCA members, both

in the section on sub-contractors,

ACCA will be producing guidance

practitioners and those working

agents and consultants, the following:

for members. Please do send your

in business. If you would like to find

suggestions on the type of guidance you

out more please visit bit.ly/ACCA-

require to advisory@accaglobal.com.

advisory.

‘A firm uses an accountant to do its
books. When acting for his client, the

AB
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Pathology of reporting
The Financial Reporting Lab is exploring best practice in reporting via experimentation
and real-life testing, and has come to the attention of regulators around the world
High-quality financial reporting is

To date, the Lab has worked with

for the benefit of both users and

more than 65 companies, 60 investment

preparers. It makes sense, then, that

organisations and 300 retail investors,

both sides contribute to improving the

and published 16 reports on a range

process and the output.

of governance and financial reporting

Until relatively recently, the difficulty

topics. Its reports identify the practices

with this has been finding a way to

that investors find useful and encourage

allow users and preparers to have a

companies to adopt them if possible.
The Lab’s reports come out
under the brand of the FRC, which,
Fitz-Gerald says, adds credibility but
also provides reassurance that the Lab’s

‘We value any
time at all that
companies and
investors can
spare – even half
an hour helps’

recommendations are consistent with
financial reporting requirements. Even
so, in the world of financial reporting the
Lab’s status is an unusual one. ‘We are
fixed within the FRC but not a regulatory
part of it,’ he explains. ‘We don’t set
rules, or enforce them. Our mission is
to understand reporting challenges and
explore ways to overcome them.’
The success of the Lab depends heave

Calling for contributors

constructive conversation. The Financial

investors. Initially, says Fitz-Gerald, there

The Financial Reporting Lab is inviting

Reporting Lab has changed all that.

was concern that taking part would

analysts, investors and companies of

The Lab was set up (and is funded by)

involve too big a time commitment

all sizes to contribute to its next study,

the Financial Reporting Council (FRC)

but, in the event, participants have

on effective reporting on performance.

in 2011 ‘to provide an environment

found the process both interesting and

The project will explore how companies

where investors and companies can

valuable. ‘We often see companies

measure their performance against their

come together to develop pragmatic

taking part in one project after

strategic objectives and will consider

solutions to today’s reporting needs’.

another – repeat customers, if you like,’

financial and non-financial metrics,

It is a safe meeting place for investors

Fitz-Gerald says. ‘They find it’s a great

and how measures can be presented

and preparers to collaborate, sharing

way to meet and talk with investors, and

in a way that is most useful to investor

problems and real-world solutions.

it also gives them advanced sight of

decision-making. The Lab would

Companies use the Lab to test new

our recommendations.’

particularly like to hear from companies

reporting formats with investors,

that are making changes to their

while investors suggest areas where

Half an hour will do

performance metrics.

management can add value through the

‘The time commitment is a lot less than

information they provide. ‘The purpose,

companies think,’ he adds. ‘The usual

involved in the study, email

in a nutshell, was to provide market-led

format is an interview of 90 minutes

financialreportinglab@frc.org.uk.

solutions to reporting issues,’ says its

with each participant to gather their

director, Phil Fitz-Gerald.

views, and after that we bring everyone

If you are interested in getting

56

on the contribution of companies and
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together for a roundtable so we can

might implement the ESEF requirements

share and discuss ideas. But we value

now, as well as consider what reporting

any time at all that companies and

might look like in the future.’

investors can afford – even if they only
have half an hour to spare, that helps.’
The Lab aims to innovate where

Work on the Lab’s next project, on
performance measures, is currently
under way (see box on opposite).

possible in financial reporting, but also

The Lab’s agenda is very much set by

to review the practical application of

companies and investors; a steering

reporting requirements. One of the

group of representatives from every

Lab’s most recent reports, for example,

part of the reporting process – auditors,

looked at risk and viability – specifically,

design agencies, professional bodies,

how companies are reporting on their

investors and academics, among others

principal risks, whether the information

– advises the Lab on the reporting

is useful to investors, and how investors

issues it might want to examine.

are using the viability statement, which
was introduced in 2014.

The Lab also actively welcomes
suggestions from the wider community.

‘We found that risk reporting has

‘We run a survey every three or four

improved since the financial crisis and

years, asking people to pick subjects

become more detailed,’ says Fitz-

for us to cover,’ Fitz-Gerald says.

Gerald. ‘But what’s most important to

‘Performance measures was the most

investors is understanding how risk

popular choice to come out of our most

evolves over time.’ As for the viability

recent survey. It feels like there’s a lot for

statement, it found that while the

us to cover, but it’s important to create

introduction of the viability process was

a balance between not doing too much,

helpful to a company’s understanding

so we don’t lose our impact, and doing

of and appetite for risk, investors often

as much as we can.’

consider the statement to be of limited

The Lab assesses the impact of its

use. The report includes suggestions of

work carefully. ‘We have carried out

how it could be made more useful.

more implementation studies recently,

Another recent report is the latest

which helps us see how many of our

in the Lab’s ‘deep dives’ into the

recommendations are put into practice,’

future of corporate reporting, which

says Fitz-Gerald. ‘A recent study on

looked at the use of the XBRL global

dividend reporting looked at FTSE 350

reporting language standard as a way of

reporting and the extent to which our

meeting digital reporting needs; future

recommendations have been adopted.

reports will look at blockchain, artificial

That’s been very useful.’

intelligence and virtual reality.
A new European single electronic

The Lab model has proved so
successful that there is a move to set

format (ESEF) for digital corporate

up a European corporate reporting

reporting will be introduced from 2020.

equivalent. ‘We would certainly be very

The report urges regulators, investors,

supportive of that,’ says Fitz-Gerald. ‘It’s

companies and technology providers

very useful to share ideas, as well as to

to work together to help realise the

share the workload.’

AB

potential of XBRL, recommending that a
single committee be formed, including
representatives from regulators and
government, to drive digital reporting in
the UK. Fitz-Gerald says: ‘UK companies
need to starting thinking about how they

Liz Fisher, journalist
More information
Find out more about the Lab, including
its published reports, at frc.org.uk/Lab

February 2018 Accounting and Business

UK_T_FRClab.indd 57

57
16/01/2018 15:04

Due recognition
Financial reporting is struggling to keep pace with the way companies operate – a
problem reflected in the patchy treatment of intangible assets. Richard Martin explains
There is a large and widening gap

as corporate assets on the balance

between the market values of

sheet. Accordingly, we should not get

met, the accumulation of the cost of the

companies and their book values.

carried away and conclude it would

investment begins only at that point,

Companies’ net book values may,

be a good idea if financial statements

and any past expenditure getting it to

according to one estimate, account

started revaluing brands or a company’s

that point must remain written off.

for just 15% of market capitalisation.

workforce from year to year.

CPD

On the other hand, if intangibles

This is the ‘intangibles gap’ that some

But what about the intangibles that

are purchased directly or as part of

assume is made up of intangibles that

financial statements can recognise? The

a business combination, they may

accounting doesn’t recognise as assets.

current IFRS Standards deal with similar

be recognised as an asset at their

The gap correlates with the modern

intangibles very differently, depending

fair value at the date of acquisition.

trend in many economies away from

on whether they are internally

As a result, under IFRS 3, Business

investment in property, plant and

generated or are purchased/acquired in

Combinations, not only are licences and

equipment and inventory, and towards

a business combination.

R&D recognised, but customer-related

building businesses around intangible

Internally generated intangibles are

intangibles such as brands, relationships

items such as brands, know-how,

restricted to the development costs of

and customer lists are also often

software or workforce talent.

new products and services – everything

included on the balance sheet.

While financial statements have never

else has to be written off as incurred,

Two examples should suffice to

claimed to be business valuations,

whether that is research, marketing

indicate the current state of affairs. In

the extent of the difference raises the

campaigns or staff training.

2016 Samsung spent heavily on R&D

question of whether current financial

In IAS 38, Intangible Assets, there

but recognised less than 5% of that

statements recognise fewer intangible

are six tests to meet before even

spend as an asset; therefore 95% of

assets than they should.

development costs can be recognised

the company’s R&D spend seemingly

as an asset. This gives considerable

added no value. And pharma company

may not even be controlled by an entity,

discretion to companies that spend on

Novartis spent over US$9bn on internal

their costs are difficult to track and

research and development (R&D) as to

R&D (none of which was capitalised)

their values hard to assess – all very

the degree to which development costs

while including over US$38bn of

good reasons for not recognising them

are expensed.

acquired product-related intangibles.

Of course, many of these intangibles

58

Finally, even when the six tests are
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Calling it what it is

In short, all does not seem well with

systems for wider corporate reporting

ACCA has been doing research to get

IAS 38. The indications are that many

encourage companies to talk about

a better picture of the situation, looking

companies that should capitalise do

the development of new products and

at listed companies worldwide that

not do so, and that some of those that

processes in their reports. For instance

have used IFRS since 2005. While the

do should not. So you might conclude

the Integrated Reporting Framework

study is not yet complete, some early

that reporting outside of the financial

emphasises the need to look beyond
financial and manufactured capital to

only a distinct minority report any R&D

the development of intellectual and

expenditure at all. Most companies

human capital and their contribution to

either don’t spend to improve their
products or services, or (more likely) call
it something else.
Of the companies in the sample that
do disclose R&D, 62% write all of it off
as an expense; only 38% report it as
any kind of asset. This implies that all
that expensed spend creates no value
for the company, which seems unlikely.

the business’ value creation.

The indications
are that many
companies that
should capitalise
R&D do not, and
that some of those
that do should not

So there seems to be another issue
besides the intangibles gap. The R&D
costs of new products and processes are
intangible assets and should already be
helping to fill the gap, but there may be
much less than there should be.
The International Accounting
Standards Board (IASB), which sets

Alternatively, the tests in IAS 38 have set

IFRS Standards, should be addressing

the bar so high it is difficult to recognise

the implications, the anomalies in the
accounting for intangibles and whether

assets. Or perhaps management finds
immediate write-off the most convenient

statements will be more effective at

or not standards are overly restrictive on

way of accounting, and the six tests

communicating the development of a

the recognition of certain intangibles.

allow them to do this every time.

business in terms of R&D.

The indications from the research are

Certainly the research shows that

that most of these companies could

there is a good deal of coverage of

capitalise to some extent.

the issues in the narrative sections of

Indeed the decision to capitalise or

corporate reporting
More information

the annual report. There seems little
difference in the quantity of reporting

than those set out in IAS 38. So, for

between the ‘expensers’ and the

example, we find that larger companies

‘capitalisers’. The former do not say

tend not to capitalise, as do those where

much more in the front half of the

R&D is most material and, significantly,

annual report to make up for the lack of

where there is an association with

assets in the financial statements.
Some of the requirements or

Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
Watch on demand the session on
this topic in ACCA’s Accounting for
the Future conference, at accaglobal.
com/accountingforthefuture
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Richard Martin, ACCA head of

not seems to be driven by factors other

earnings management.

CPD

findings have emerged. For a start,
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Payback time
The government has cracked down on disguised renumeration schemes designed to
avoid tax and NI bills, leaving those who took part with potentially huge bills to pay

60

Time and sympathy are running out

insurance (NI) payments. Web forums

of disguised remuneration loans paid

for those who have benefited from

are awash with debate on contractor

to self-employed contractors is not until

a particular payment scheme set up

websites. Many are finding the new

1 October 2019, which should give all

to avoid large tax bills. But if they

rules very difficult to understand; those

those involved plenty of time to review

don’t get a move on and declare their

that do understand them fear they may

their particular situations and make

position, they could be faced with even

not be able to afford their tax liabilities.

payments if required.

larger tax bills or the distinct possibility

Some believe they may lose their family

of bankruptcy.

homes or worse.

That said, there have been regular
updates from the government, with

It is a situation that is proving to

However, loans taken out from

be a real headache for the legions of

employee benefit trusts (EBTs) have

to tackle particular situations, so it is

contractors who entered into schemes

been in the government’s tax avoidance

perhaps not surprising there is still a

that set up loans from employee benefit

sights for some time now. And the

level of confusion. For instance, the

trusts to circumvent PAYE and national

deadline to provide HMRC with details

autumn Budget last November revealed

additional consultations and legislation
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the results of consultation on how close

that some of these individuals will

are caught by the legislation. They

companies have been used to facilitate

become insolvent as a result.

may have taken out loans many years

this form of disguised remuneration.

‘There has been a lot of debate and

ago, changed their roles and taken on

discussion about how unfair this is going

employed positions with a much more

were announced in the 2016 Budget,

to be, but individuals were basically

conventional payment structure – or

have now been enacted, including a

trying to do something that, out and

even retired, as the legislation can

new charge on loans made after 5 April

out, would avoid paying tax,’ says Chas

retrospectively look at loans taken out

1999 through disguised remuneration

Roy-Chowdhury, head of tax at ACCA.

from 1999, nearly two decades ago.

schemes that remain outstanding

‘I think it is quite right that we have a

on 5 April 2019. In the 2017 autumn

cut-off date in 2019 when the loans have

to talk to HMRC as soon as possible to

Budget, the government said it

to be repaid, and I think that if people

schedule a repayment or settlement,

would legislate in the Finance Bill

need to sell their houses and other

rather than waiting until the deadline

2017-18 to ‘put beyond doubt… that

assets then they will have to do that.’

in 2019.

But the majority of changes, which

Part 7A of Income Tax (Earnings and

Roy-Chowdhury urges those affected

This may seem like a harsh attitude,

Disguised remuneration avoidance

Pensions) Act 2003 applies regardless

especially as many will have entered

schemes are used by employers and

of whether contributions to disguised

these schemes many years ago in good

individuals to avoid income tax and

remuneration avoidance schemes

faith, but the reality is that, as Roy-

NI contributions. Although there

should previously have been taxed as

are various types, they normally

employment income’.

result in a loan from a third party

This latest Budget also confirmed
that the government would legislate
to ensure that the liabilities arising
from the loan charge are collected
from the ‘appropriate person’ where
the employer is located offshore.
So, it is clear that the government
has no intention of letting up
on these schemes, no matter how
they were set up.

on such terms that mean it is unlikely

‘It is often the
case in tax that if
something seems
too good to be true,
then usually it is.
This is a situation
of having your cake
and eating it’

to ever be repaid.
To prevent attempts to exploit the
new loan charge announced in the
2016 Budget, a targeted anti-avoidance
rule would ensure further avoidance
schemes don’t work.
HMRC warned back in August
2017 that attempts to avoid the new
legislation would fail. It said then that
scheme users were being told that they

Big numbers

could sign documents saying the sums
they had received from their scheme

There are some big numbers
behind the moves. The government

Chowdhury observes, people may not

were not loans at all, and therefore would

anticipates that between 2018

have been able to afford these assets,

not fall under the loan charge legislation.

and 2020, the legislation will bring

such as the family home, if they had

But as HMRC said at the time: ‘Renaming

in an additional £1.88bn in tax

been paying PAYE and NI contributions

something now doesn’t change what

receipts. It is also anticipated that

on their income in the first place.

happened in the past. Attempting

the legislation will hit up to 40,000

‘The rest of us have had to buy our

individuals who have entered into

homes after paying these taxes,’ says

disguised remuneration schemes,

Roy-Chowdhury.

together with up to 10,000 self-

to describe a loan as something
else doesn’t mean it’s not a loan.’
In short, the only way to avoid

‘If they have been badly advised, they

the new loan charge is by making a

should take action against those that

genuine repayment of the loan balance

And bluntly, the government

advised them,’ he suggests. ‘It is often

or settling the tax liability with HMRC

has revealed that ‘some of these

the case in tax that if something seems

in advance. Any repayments connected

individuals will be unable to repay

too good to be true, then usually it is.

to a new tax avoidance arrangement

the loans, agree a settlement with

This is one of those situations of having

will be ignored and the loan charge will

HMRC before 5 April 2019, or pay

your cake and eating it.’

still apply.

employed individuals.

the loan charge arising on 5 April
2019’. The government anticipates

AB

There is a risk, though, that many
individuals are not aware that they

Philip Smith, journalist
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40%
of companies globally

The view from
Tanya O’Brien FCCA, European financial reporting
manager, Honda Motor Europe, on adapting to change

expect to hire more
people in 2018, up

A university friend at EY

contractors and specialists

11 percentage points

inspired me to become

at the busiest times.

from 2017 and the

an accountant. Since

highest level in a decade.

qualifying, my career has

There are many challenges

Source: Grant Thornton International

been a series of adventures.

on the horizon. I foresee

Business Report

I have enjoyed roles in a

a rise in complexity

variety of businesses in the

in dealing with group

Toys R Us pension deal

UK and Europe, including in

reporting because of the

the engineering, construction, natural

implementation of new International

Toys R Us has negotiated a solution

resources, media, professional

Financial Reporting Standards. We

with the UK’s Pension Protection Fund

services, executive search and

might also see an increased workload

(PPF) that enables the company to be

manufacturing sectors.

due to changing local legislation
across Europe.

restructured. The PPF sought £9m to be
paid early this year into the company’s

I enjoy working for the global brand

defined benefit pension fund, but

that is Honda. Part of my current role is

Working for Honda presents so

the company will instead pay slightly

consolidating the financial statements

many varied opportunities. I enjoy

more – £9.8m – into the fund over a

of Honda’s 40 European entities.

the global reach, the opportunity

longer period, ending 2020. However,

The European group is complex and

to meet people from different

that assumes the company continues

diverse, consisting of manufacturing,

cultures and backgrounds, and the

to trade. The global Toys R Us chain

logistics, sales, financial services and

encouragement to strive for continual

is being restricted, with the US and

the European head office. The process

progression. Honda’s culture is one

Canadian subsidiaries voluntarily filing

concludes with the Honda Motor

of innovation. I relish the opportunity

for Chapter 11 protection. The company

Europe consolidated financial reports

to learn new skills, to understand

said: ‘We are confident that this financial

being filed with Companies House.

complex structures and to adapt to the
inevitable change.

restructuring is the best path forward.’

FRC sanctions
The Financial Reporting Council has

During our peak period the team
increases from three or four people

I love the flexibility that the ACCA

to 15. We engage a number of

Qualification offers. It has equipped

imposed a £50,000 fine – discounted

me with the skills and knowledge

to £11,250 – on Kevin Silverwood,

to be successful in what is an ever-

the former financial management

changing environment.

controller of Tech Data. He has also
been excluded from the accountancy
profession for four years. Silverwood
admitted to six allegations that his
conduct fell below the standards
required with relation to the preparation
of Tech Data’s financial statements
for the financial years ending January
2012 and 2013. The discount reflected
Silverwood’s financial circumstances.

I relish the
opportunity to
learn new skills,
to understand
complex structures
and to adapt to the
inevitable change

Last year I was thrilled to receive an
Outstanding Contribution Award from
ACCA. I have served as a member of
ACCA’s Corporate Sector Network
Panel for 10 years, promoting ACCA
at careers fairs and in universities, as
well as within large corporate sector
organisations. I have also represented
ACCA on technical matters, such as
narrative reporting.
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A world of borders
The post-Brexit trading world will be particularly problematic for the 130,000 or so UK
companies whose only export market is the EU. We explain the key trading challenges
Right now, life should feel blissfully

as a result, exports and imports will have

Anything to declare?

simple – relatively, anyway – for

to cross a trade border. ‘There are whole

Customs declarations will be nothing

companies that trade with EU states.

series of technicalities that companies

new to companies that export beyond

There is currently no trade border with

trading with EU members will have

the EU. But for the 130,000 or so

the EU, making selling goods there as

to adjust to,’ says Mike Josypenko,

companies that trade solely within the

straightforward as it is within the UK

senior director of special projects at

EU, the inconveniences may come as a

itself. But as a result, tens of thousands

the Institute of Export and International

shock. HMRC estimates that the number

of UK companies are unaware of the

Trade. ‘The preparations will be highly

of customs declarations filed annually

complications and annoyances posed

technical and can’t be done overnight,

will surge from 55 million to 255 million

by trading across borders.

so forward planning is of the essence.’

after Brexit. This will raise challenges for

Even if the UK manages to strike a

So what steps do companies need to

free-trade deal with the EU, the country

take to ready themselves for this new

seems likely to leave the single market;

rebordered world?

which companies need to prepare.
Most companies will decide to
outsource the completion of these
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declarations to freight forwarding

a subsequent AB article, but exporters

its refund could create a cashﬂow

companies, which function like travel

and importers may also need to start

problem. The ongoing post-Brexit trade

agents for international shipments. Even

considering the possibility that they will

negotiations with the EU may well throw

so, companies will need to collate the

be compelled to pay VAT at the border.

up a solution, but in the meantime

data that will go on these forms, starting

At present, trade between EU member

companies would be well advised to

with the classification of goods. Each

nations does not attract VAT. After

consider the cashﬂow implications of

traded item needs to be assigned an

Brexit, this could very well change, with

paying VAT on EU imports.

eight-to-10-digit code that determines

companies forced to pay VAT at the rate

the customs duty. ‘This is very easy to

of the importing country.
This would entitle a company

shorten the duration of the cash drain,

of UK customs, excise and international

to a refund when it makes its VAT

or searching for alternative UK-based

trade at PwC. ‘So companies can reduce

ﬁling, which most businesses do

suppliers. Companies may also wish to

the chances of error by undertaking

once a quarter. However, the timing

set up deferment accounts with HMRC,

classification exercises to cleanse and

gap between the tax payment and

so they can pay duties later rather than

get wrong,’ says Matthew Clark, head

at the border, which can be challenging.

update their data ahead of Brexit.’
Companies will also need to detail
the precise origin of their goods, which
may be no mean feat for products that
have inputs from around the world. All
this could require software upgrades for
many companies. ‘And given that each
customs form can cost between £30 and
£150 to complete, including submissions
on both sides of the border, companies
that ship small individual items may wish
to adjust their delivery systems to send
more in bulk,’ warns Clark.
We will address tax in more detail in

64

Preparations could include ﬁling VAT
returns monthly rather than quarterly to

For the many first-time exporters that

Companies will
need to prove how
many non-British
inputs are in their
goods – a lengthy
process for products
with thousands
of inputs

Brexit will produce, now may also be a
good time to become certified as an
authorised economic operator (AEO) – a
global system that offers faster border
clearance to trusted traders.
To gain AEO certification, companies
need authorisation from their national
customs authority – in the UK’s case
HMRC. ‘To qualify, a company needs
to prove it has strong compliance
procedures and high levels of security,’
says Josypenko. ‘In return they get
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access to simplification,
which means their

Don’t wait till the ink dries

goods are less likely to

The precise outcome of talks between the UK and EU may be hard to

be held up at borders.

predict but it is sure to impose a bewildering series of changes on many

This could be especially

UK companies. Given the complexity of the response required, businesses
cannot afford to wait until the exact nature of the new regime is known.

beneficial for ﬁrms producing

This is the first article in a series on Brexit challenges. Over the next few editions,

sensitive products – such as food,
drink and pharmaceuticals, which are

AB will look at some of the ways in which companies can start adjusting to the new

most likely to be stopped at borders

post-Brexit world. Follow this series to find out more about:

for inspections.’

*
*
*
*
*

Getting the AEO stamp of approval
isn’t easy and can take up to a year. If
there is a pre-Brexit stampede, it could
take HMRC even longer, so once again,
advanced planning is essential.

Know your supply chain
The implications of Brexit on the

handling the technicalities of trade (this edition of AB)
why and how to set up an EU bridgehead
immigration, visas and other labour market concerns
Brexit implications for social security obligations
corporate taxation for companies trading with the EU.

designed to ensure that only goods

so early action is recommended.
Commercial obligations are often laid

that are sufficiently ‘British’ qualify

supply chains of UK companies could

down contractually years in advance. A

for preferential treatment. As a result

be profound. Leaving aside potential

UK company may have agreed to supply

companies will need to assess and

duties and VAT payments from EU

goods over several years at a certain

prove how many non-British inputs went

inputs, UK companies will need to

price. Fulfilling these obligations may

into their goods. This can be a lengthy

plan for potential delays in their supply

become more complex or impossible

and complicated process for companies

chain in the event that goods are held

depending on the outcome of the Brexit

whose products contain thousands of

up at the border. This is especially

deal. ‘Our legal team has been helping

inputs, and so is not something that

crucial in an era of just-in-time delivery

companies consider Brexit clauses

should be left to the last minute.

– which ensures that goods arrive only

within certain contracts, indicating that

as needed, minimising the cost of

they reserve the right to dissolve or

40% and 60%, says Clark. ‘Companies

inventory. Josypenko explains: ‘Imagine

modify the contract if changes in the

that discover their goods are, for

that a company in the UK can get inputs

international trading system make this

example, around 38% British, may

from Germany in 36 hours at present;

necessary,’ says Clark.

wish to shift suppliers to get them

they may need to add an extra 24

The rule of origin is often between

over the lower hurdle,’ he says. ‘If the

Added to this, many contracts

hours to that. As a result, companies

between UK and EU companies may

mark is set at 60%, bigger changes in

may need to look into holding larger

soon become incomplete if they fail

the chain may be needed. But at least

inventories in order to prevent

to allocate the obligations involved

companies will be more prepared if

production delays.’

in shipping goods across a border.

they have done the analysis and looked

Some commercial relationships may

International commercial terms, or

at their options in advance.’

become unviable once the analysis has

‘incoterms’, may have to be added

There will be a lot of uncertainty

been done, warns Clark. ‘Finding this

to spell out the obligations of the

surrounding the new trading regime.

out early and looking for solutions will

importer and exporter of goods.

But companies that have conducted

be crucial to avoiding disruptions or

‘Failing to do this could lead to costly

a detailed analysis of their supply

damaging profit margins,’ he advises.

misunderstandings, since either the

chains and planned for the worst-

importer or exporter may expect the

case outcome stand a better chance

double taxation and a VAT cash-drain

other party to shoulder the cost of the

of mitigating the negative impacts

from imports could be to set up a

duties,’ says Josypenko.

from Brexit. They may even be able

One way to reduce the threat of

customs warehouse – a storage location

to steal a march on less well-prepared

It remains to be seen if the UK will

domestic rivals.

for goods destined for export and which

manage to agree a new trade deal

therefore attract no tax obligation.

with the EU. If it does, it will inevitably

Approval can take up to eight months,

contain a rule-of-origin clause –

AB

Dijana Suljovic, journalist
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Down on the farm
With the impact of Brexit on British farming finally starting to become clearer,
Pat Tomlinson considers the possible ways forward for the agricultural sector
It has been over 18 months since the

high standards (and thus costs) for UK

referendum, and we still know very

farmers while allowing in poorer-quality

January speech, Gove said the 2019

little about the likely impact of Brexit

food from other countries.

Basic Payment Scheme will operate

on the UK economy, let alone farming.

Second, as we cannot predict future

However, in January, Michael Gove,

exchange rates, farmers cannot count on

larger payments and a transition period

the minister for environment, food and

the price advantage conferred by a weak

to 2024 will be introduced, after which

rural affairs, set out some of his vision

pound continuing for the long term.

the new subsidy regime will take effect.

for the future, shedding a little light on

Third, in relation to immigrant labour,

exactly as it does now, and a cap for

This is better than we could have

a possible way forward for the sector.

Gove does recognise the need for a

hoped, as there won’t be a 1980s-style

Here’s what we know so far.

flexible migration policy and access

New Zealand cliff-edge removal of

to seasonal agricultural labour. There

subsidies. Instead, subsidies will reduce

fundamentals that will impact farming’s

is reason to be optimistic here, as

and be targeted at the environment.

fortunes as a result of Brexit: the price

there are so many other sectors of the

So although the Brexit farming fog

of what is produced; the costs of

UK economy that also rely heavily on

has not completely lifted, you can feel

producing it; the availability of labour;

immigrant labour.

the sun trying to peek through. The

There are three-and-a-bit

and farming subsidies (the ‘bit’).

next major clues will come from the

First, Gove thinks it would be foolish
to lower UK standards of animal
welfare and food provenance, and
wants to capture more premium export
markets. It would be nice to think
that UK consumers are a discerning
bunch, but some of the nation’s food
is indeed purchased on price. The
implication of Gove’s stance is that the
lower-quality food needed by many UK
consumers because of limited budgets
will be provided by other countries.
It short, it seems as if Gove is driving

66

Finally, the ‘bit’: subsidies. In his

‘command paper’, due to be released

Gove seems to
be driving high
standards (and
thus costs) for
UK farmers while
allowing in poorerquality food from
other countries

this spring. In the meantime, those
running large farming businesses can
look at potential options to negate
the impact of a subsidy cap from 2020
onwards – but don’t forget that the
benefit of this may only last a few years.
We are perhaps at (or at least
reaching) the end of the beginning.

AB

Pat Tomlinson, director in the specialist
farming team of accountancy practice
Albert Goodman
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Unmeasurable?
On one side are the enthusiasts of the marketing department, on the other the
sceptical accountant. Neil Bendle considers the knotty problem of brand valuation
According to Forbes magazine, the

often abused. Valuable customers

value of the Apple brand is US$170bn,

are alienated by annoying trick fees.

Measuring marketing

a figure that is considerably more than

Businesses suffer economic losses as

the sum of the worldwide revenues

profitable customers vow never to use

*

of the Big Four accountancy firms

them again, while financial reports show

combined. Yet the Apple brand,

short-term profits as the fees trickle in.

despite propelling the company to

As a marketing professor and an

Remember that marketing assets
exist and drive the success of many
businesses.

*

Management accounts can record
any assets that managers choose.

the top of the list of the world’s most

accountant I see both sides of the

Help marketers create reports to

valuable companies, makes little

problem. I emphasise to marketers that

manage their marketing assets.

impression on its financial statements.

accountants aren’t refusing to value

Many marketers would like to change

marketing assets out of spite. Concerns

*

Acknowledge problems inherent
in financial accounting’s current

this, and other similar examples, but

over the accuracy of marketing asset

approach (even if you think it’s the

accountants are unpersuaded by the

valuations are genuine. Brand valuation

least bad option).

need for change. Brands undoubtedly

has spawned a host of consultancies,

have value – the latest annual report for

but disparate methodologies among

multinational brewer Molson Coors, for

these organisations mean there is

to understand their strengths and

example, mentions brands 317 times,

no widespread agreement as to the

weaknesses.

and what would Unilever be without its

value of a brand. Indeed, marketers

well-known brands? But it is one thing to

themselves sometimes despair of

recognise the importance of brands and

accurately valuing marketing assets.

quite another to value them accurately.

Marketing’s complaint undoubtedly

*
*

Don’t assume marketing is a soft
skill. Analyse marketing metrics

Encourage marketers to use
measures consistently. If you don’t
believe marketers’ reports, help to
improve them.

has some validity. The best defence

Marketing’s complaint

of the current approach of treating

It’s not just in the treatment of brands

marketing investments as expenses

There are other inconsistencies,

that marketers feel shortchanged by

can probably best be expressed in

too. When companies are acquired,

financial accounting. The assets that

a repurposing of Winston Churchill’s

they may put purchased brands on

marketers generate and deploy typically

assessment of democracy: the way

the balance sheet. Kellogg Company,

aren’t reported in financial statements.

that marketing assets are treated is the

for example, reports the values of its

Marketers often invest in developing

worst possible approach – apart from

Keebler green-jacketed elf mascots

relationships with customers – banks,

the alternatives.

and its moustachioed Pringles man

for example, shower students with gifts,

(both purchased brands), but not the

expecting a long-term payoff – yet

difference between market and book

internally generated brand associated

financial accounting typically treats such

value suggests that more of what makes

with Frosties mascot Tony the Tiger.

investments as an expense. How should

a business valuable is being missed

the bank’s relationship with students

by financial reporting. Respected

as ratio analysis systemically biased,

be valued?

academics, such as Baruch Lev at New

depending on whether assets were

York University, argue that financial

acquired or generated internally. This

as expenses discourages long-term

statements are increasingly irrelevant –

in turn leads to the ‘moribund effect’:

marketing strategies, rewarding instead

read his book (co-written with Feng Gu)

purchased brands live on the balance

the short-term gimmicks that give

The End of Accounting and the Path

sheet at historic costs. Yet it isn’t clear

marketers a bad name. Furthermore,

Forward for Investors and Managers for

what useful information a brand’s value

unrecorded marketing assets are

the complete critique.

conveys when it was acquired years ago.

Treating marketing investments

68

Let’s consider a few facts. The growing

This makes analytical techniques such
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get involved with the Marketing
Accountability Standards Board (MASB),
an organisation that brings together
major companies, business schools
and professional bodies to improve
the measurement of marketing and
to help marketers work effectively
with finance professionals. Measurement
is possible, as I explain in my book (cowritten with Paul Farris, Phillip Pfeifer
and David Reibstein) Marketing Metrics:
The Manager’s Guide to Measuring
Marketing Performance.
Accountants can benefit from
understanding the value that marketing
creates. Although measuring marketing
is difficult, accountants should be
aware that there are numerous metrics
– and technology is making it easier.
Marketing isn’t all creative genius and
three-Martini lunches.
Marketers for their part tend to miss
the difference between internal and
external reporting. They often don’t
realise that marketing assets can already
be reported internally. Accountants abet
this misunderstanding: why frighten
marketers by mentioning GAAP when
discussing internal reporting, given that
external reporting rules shouldn’t drive
internal reporting anyhow?
Some of marketing’s complaints can
be assuaged through better internal
reporting. Management accounting
serves management needs, so tell your
chief marketing officer that marketing
assets can be formally tracked internally.
Improved internal reporting methods
may even create greater confidence
Apple’s brand is valued at US$170bn,
but the company’s balance sheet
largely ignores it

around the valuation of marketing assets
for external reporting.
Both marketing and accounting are
critical to business success. By working

Getting closer

we can take steps today to ensure that

together we can do better – to the

Accounting for marketing assets, indeed

marketing and accounting work better

benefit of everyone.

most intangibles, is a challenging

together (see box).

exercise. As a profession, however, we

We can start by educating marketers

AB

Neil Bendle FCCA, associate professor

can work together to make progress in

and accountants about the problems

of marketing, Ivey Business School,

financial accounting, and as individuals

each side faces. Marketers can

Western University, Canada
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Quest for the best
To attract the right talent, you need to be realistic, have a strong employer value
proposition and choose your recruitment agency with care, says Adrian O’Connor
The jobs market for accountants is

make the effort to understand – and

and listening to the advice of your

going through a whirlwind of change

be willing to communicate – your

chosen agency is important. Its only

and this is having a big impact on

employer brand and EVP. A recruitment

goal should be to find you the best

recruiters. We keep hearing about the

consultancy often represents the first

candidate at the right price within the

skills shortage, which is in part created

‘direct’ conversation between an

specified timescale.

by the need for professional back-

employer and its future talent, and

office accountants well versed in the

so there must be a high level of trust

recruitment and interview process as

latest technology for processing, data

to ensure the right brand values are

you would any other business project:

management and data analytics. At the

delivered. The recruiter should be able

with clear timelines, a well-defined set

same time there is an increasing need

to gauge which people will fit culturally

of responsibilities and deliverables, and

for finance professionals who can act as

within the business, and only put

a clear completion date. This will allow

strategic advisers to the business.

forward those who have the relevant

all parties to know what is expected and

In terms of the hiring process itself,

qualities. The image that the recruiter

enable diaries to be managed. It will

every company will benefit from having

presents to each potential candidate

also provide a structured approach to

a strong employer value proposition

should be an extension of the standards

the process and give the candidate a

(EVP) to attract the best talent (see box).

the applicant will expect from the

positive view of the brand. This extends

This is likely be a key, if not the deciding,

employer once they are taken on.

to good-quality feedback from both

Communication is a two-way street

factor for financial professionals looking

As an employer, you need to run the

the employer and jobseeker so that

to make their next career move.
As a recruitment manager, having
realistic expectations of who you are

All about EVPs

trying to hire is crucial. It sounds obvious,

*

but it’s often overlooked. Don’t try and

A company’s employer value proposition (EVP) is the unique set of benefits the
employer offers in return for an employee’s skills, capabilities and experience.

bring in a like-for-like replacement if an

It encompasses everything a business is doing to attract and retain employees.

employee is leaving. Rather, think back

This includes hard benefits such as remuneration, as well as ‘softer’ elements

to what that individual was like two years

such as clearly defined company values and culture. Together these constitute

ago – particularly if they are moving to a

the ‘employer brand’.

more senior position in another company
– and be pragmatic: identify someone

*

who has 60% of the skills required but
who will take the opportunity to learn on
the job and then stay.

*

efficient agency will use its contacts and

an employer and its future talent, so your recruitment partners need to be
also the importance of communicating it effectively.

*

for one that understands the issues
you face and can offer solutions. An

A recruitment consultancy is often the conduit for the first conversation between
chosen carefully – and briefed to understand not only the value of your EVP, but

speed things up, but it’s important to
are little more than CV factories, so look

channels such as company websites, advertising and the interview process, as
well as internal channels such as intranets and newsletters.

Appointing a recruitment agency can
find the right one. Some consultancies

Once defined, EVPs are communicated to potential employees through hiring

According to research from CareerArc, only 57% of companies have an employer
brand strategy in place, yet 75% of job seekers say they consider an employer’s
brand before even applying for a job.

*

An EVP should not exist in isolation but should engage with the consumer
brand and its business objectives. It must reflect the company’s core values, and

expertise and take a targeted approach

employer branding should be part of an integrated and holistic programme that

to talent attraction.

runs throughout the organisation.

Any agency you work with should

70
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The recruiter
should be able to
gauge who will fit
in culturally with
the business, and
only put forward
those with the
relevant qualities

everyone knows where they stand.
Finally, when recruiting financial

and it is not always realistic to expect

competitive rate within a tight market –

them to work to lengthy timescales.

the challenge is not insurmountable. And

professionals, there is a real need to

While there is every reason to think that

ultimately, it is good news for the health

be thorough yet quick. The market is

the much-hyped war for talent is pushing

and continued growth and wealth of the

competitive and time kills all deals.

accountants’ remuneration packages

accountancy profession as a whole.

While you may have a compelling offer,

upwards – and that this might pose more

so do your competitors. Candidates

of a challenge for recruitment managers

Adrian O’Connor is founder of Global

have far more choice than they used to,

as they bid to secure the best talent at a

Accounting Network
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Bank Base Rates

Date
4.6.98
8.10.98
5.11.98
10.12.98
7.1.99
4.2.99
8.4.99
10.6.99
8.9.99
4.11.99
13.1.00
10.2.00
8.2.01
5.4.01
10.5.01
2.8.01
18.9.01
4.10.01
8.11.01
6.2.03
10.7.03
10.7.03

Rate
7.50%
7.25%
6.75%
6.25%
6.00%
5.50%
5.25%
5.00%
5.25%
5.50%
5.75%
6.00%
5.75%
5.50%
5.25%
5.00%
4.75%
4.50%
4.00%
3.75%
3.50%
3.50%

Date
6.11.03
5.2.04
6.5.04
10.6.04
5.8.04
4.8.05
3.8.06
9.11.06
11.1.07
10.5.07
5.7.07
6.12.07
7.2.08
10.4.08
8.10.08
6.11.08
4.12.08
8.1.09
5.2.09
5.3.09
4.8.16
2.11.17

Mortgage Rates

Date
1.10.01
1.11.01
1.12.01
1.3.03
1.8.03
1.12.03
1.3.04
1.6.04
1.7.04
1.9.04
1.9.05
1.9.06
1.12.06
1.2.07

Rate
6.50%
6.25%
5.75%
5.65%
5.50%
5.75%
6.00%
6.25%
6.50%
6.75%
6.50%
6.75%
7.00%
7.25%

Rate
3.75%
4.00%
4.25%
4.50%
4.75%
4.50%
4.75%
5.00%
5.25%
5.50%
5.75%
5.50%
5.25%
5.00%
4.50%
3.00%
2.00%
1.50%
1.00%
0.50%
0.25%
0.50%

Source: Barclays

Date
1.6.07
1.8.07
1.1.08
1.3.08
1.5.08
1.11.08
1.12.08
1.1.09
1.2.09
1.3.09
1.4.09
4.1.11
1.10.16
1.12.17

Rate
7.50%
7.75%
7.50%
7.25%
7.00%
6.50%
5.00%
4.75%
4.50%
4.00%
3.50%
3.99%
3.74%
3.99%

Existing Borrowers - Source: Halifax

Retail Prices Index

January
February
March
April
May
June
July
August
September
October
November
December

2002
173.3
173.8
174.5
175.7
176.2
176.2
175.9
176.4
177.6
177.9
178.2
178.5

2003
178.4
179.3
179.9
181.2
181.5
181.3
181.3
181.6
182.5
182.6
182.7
183.5

13th January 1987 = 100

2004
183.1
183.8
184.6
185.7
186.5
186.8
186.8
187.4
188.1
188.6
189.0
189.9

% Annual Inflation

January
February
March
April
May
June
July
August
September
October
November
December

2012
3.9%
3.7%
3.6%
3.5%
3.1%
2.8%
3.2%
2.9%
2.6%
3.2%
3.0%
3.1%

2013
3.3%
3.2%
3.3%
2.9%
3.1%
3.3%
3.1%
3.3%
3.2%
2.6%
2.6%
2.7%

2005
188.9
189.6
190.5
191.6
192.0
192.2
192.2
192.6
193.1
193.3
193.6
194.1

2014
2.8%
2.7%
2.5%
2.5%
2.4%
2.6%
2.5%
2.4%
2.3%
2.3%
2.0%
1.6%

2006
193.4
194.2
195.0
196.5
197.7
198.5
198.5
199.2
200.1
200.4
201.1
202.7

Feb 2018

Figures compiled on 9 Jan 2018

2007
201.6
203.1
204.4
205.4
206.2
207.3
206.1
207.3
208.0
208.9
209.7
210.9

2015
1.1%
1.0%
0.9%
0.9%
1.0%
1.0%
1.0%
1.1%
0.8%
0.7%
1.1%
1.2%

2008
209.8
211.4
212.1
214.0
215.1
216.8
216.5
217.2
218.4
217.7
216.0
212.9

2016
1.3%
1.3%
1.6%
1.3%
1.4%
1.6%
1.9%
1.8%
2.0%
2.0%
2.2%
2.5%

HM Revenue & Customs Rates
“OFFICIAL RATE”*

Effective Date
1.3.09
6.4.10
6.4.14
6.4.15
6.4.17

Rate
4.75%
4.00%
3.25%
3.00%
2.50%

*Benefits in Kind: Loans to employees
earning £8,500+ - official rate of interest.
Official rate for loans in foreign currencies: Yen:
3.9% w.e.f. 6.6.94; Swiss F: 5.5% w.e.f. 6.7.94
(previously 5.7% w.e.f. 6.6.94).

INTEREST ON UNPAID / OVERPAID
INHERITANCE TAX

Effective Date
29.9.09
23.8.16
21.11.17

Rate
3.00%/0.50%
2.75%/0.50%
3.00%/0.50%

up to £100K
£100K+ 0-1 mth
£100K+ 1-3 mth
£100K+ 3-6 mth
£100K+ 6-9 mth
£100K+ 9-12 mth

w.e.f. 6.3.09
0.00% (0.00%)
0.00% (0.00%)
0.75% (0.00%)
0.75% (0.00%)
0.75% (0.00%)
0.75% (0.00%)

2009
210.1
211.4
211.3
211.5
212.8
213.4
213.4
214.4
215.3
216.0
216.6
218.0

2017
2.6%
3.2%
3.1%
3.5%
3.7%
3.5%
3.6%
3.9%
3.9%
4.0%
3.9%

Source: ONS

INTEREST ON LATE PAID
INCOME TAX, CGT, STAMP DUTY
AND STAMP DUTY RESERVE

Effective Date
27.1.09
24.3.09
29.9.09
23.8.16
21.11.17

Rate
3.50%
2.50%
3.00%
2.75%
3.00%

Effective Date
6.11.08
6.12.08
6.1.09
27.1.09
29.9.09

Rate
2.25%
1.50%
0.75%
0.00%
0.50%

INTEREST ON OVERPAID
INCOME TAX, CGT, STAMP DUTY
AND STAMP DUTY RESERVE

Certificates of Tax Deposit

w.e.f. 6.2.09
0.00% (0.00%)
0.00% (0.00%)
1.00% (0.50%)
1.00% (0.50%)
1.00% (0.50%)
0.75% (0.25%)

w.e.f. 9.1.09
0.00% (0.00%)
0.00% (0.00%)
1.50% (0.75%)
1.25% (0.50%)
1.25% (0.50%)
1.25% (0.50%)

Encashment rates shown in brackets. Above rates are paid gross but are liable to tax.

Late Payment of Commercial Debts

From
1.7.16
1.1.17

LIBOR
January
February
March
April
May
June
July
August
September
October
November
December

To
31.12.16
30.6.17

Rate
8.50%
8.25%

From
1.7.17
1.1.18

To
30.12.17
30.6.18

Rate
8.25%
8.50%

The Late Payment of Commercial Debts (Interest) Act 1998
For contracts from 1.11.98 to 6.8.02 the rate applying is the Bank of England
Base Rate that was in place on the day the debt came overdue plus 8%.

2014
0.52%
0.52%
0.52%
0.53%
0.53%
0.55%
0.56%
0.56%
0.56%
0.55%
0.55%
0.56%

2015 2016
0.56% 0.59%
0.56% 0.59%
0.57% 0.59%
0.57% 0.59%
0.57% 0.59%
0.58% 0.56%
0.58% 0.49%
0.59% 0.39%
0.58% 0.38%
0.58% 0.40%
0.57% 0.38%
0.59% 0.37%

2017
0.36%
0.36%
0.34%
0.33%
0.29%
0.31%
0.29%
0.28%
0.34%
0.40%
0.52%
0.52%

3 MONTH INTERBANK - closing rate on last day of month

The Late Payment of Commercial Debts (Interest) Regulations 2002
For contracts from 7.8.02 the rate is set for a six month period by taking the
Bank of England Base Rate on 30 June and 31 December and adding 8%.

Courts
ENGLISH COURTS

2010
217.9
219.2
220.7
222.8
223.6
224.1
223.6
224.5
225.3
225.8
226.8
228.4

2011
229.0
231.3
232.5
234.4
235.2
235.2
234.7
236.1
237.9
238.0
238.5
239.4

2012
238.0
239.9
240.8
242.5
242.4
241.8
242.1
243.0
244.2
245.6
245.6
246.8

2013
245.8
247.6
248.7
249.5
250.0
249.7
249.7
251.0
251.9
251.9
252.1
253.4

2014
252.6
254.2
254.8
255.7
255.9
256.3
256.0
257.0
257.6
257.7
257.1
257.5

2015
255.4
256.7
257.1
258.0
258.5
258.9
258.6
259.8
259.6
259.5
259.8
260.6

2016
258.8
260.0
261.1
261.4
262.1
263.1
263.4
264.4
264.9
264.8
265.5
267.1

2017
265.5
268.4
269.3
270.6
271.7
272.3
272.9
274.7
275.1
275.3
275.8

Source: ONS

% Change Average Weekly Earnings
2013
1.0%
0.6%
-0.7%
4.3%
2.0%
1.0%
0.8%
0.6%
0.8%
1.0%
0.6%
1.6%

January
February
March
April
May
June
July
August
September
October
November
December

Whole GB economy unadjusted
*Provisional

2014
1.5%
2.3%
1.8%
-1.4%
0.6%
0.4%
0.5%
0.8%
1.5%
2.0%
1.8%
2.7%

2013
519.8
524.3
530.6
540.6
543.2
550.8
556.7
550.5
553.1
558.5
565.3
553.6

2014
560.2
577.4
575.6
577.5
601.2
603.1
614.0
602.0
605.3
600.4
606.9
600.2

All Houses (January 1983 = 100)

Exchange Rates

2011
2012
2013
2014
2015
2016
2017

YEN
133
132
143
172
178
161
139

MARCH
US$ SFr
1.60 1.47
1.60 1.44
1.52 1.44
1.67 1.47
1.48 1.44
1.44 1.38
1.25 1.25

2016
2.8%
1.2%
2.3%
3.0%
2.4%
2.4%
2.6%
2.1%
2.6%
2.9%
3.1%
1.9%

2017
1.7%
2.4%
2.6%
1.3%
2.1%
2.9%
1.7%
2.4%
3.0%
2.4%*

2015
615.3
615.4
620.0
642.6
643.0
659.9
657.1
665.6
656.3
660.6
659.2
660.2

2016
680.0
667.8
688.9
692.9
699.1
717.8
708.6
692.5
692.5
701.0
702.1
704.7

2017
705.4
699.5
708.1
718.8
723.5
722.1
723.6
727.9
725.1
726.0
727.1
712.3

Figures include bonuses and arrears
Source: ONS

House Price Index

January
February
March
April
May
June
July
August
September
October
November
December

2015
1.4%
0.6%
4.4%
2.9%
2.9%
2.2%
3.8%
3.3%
2.2%
2.0%
2.2%
1.9%

Source: Halifax

on last working day

€
1.13
1.20
1.18
1.21
1.38
1.26
1.17

2011
2012
2013
2014
2015
2016
2017

DECEMBER
YEN US$ SFr
120 1.55 1.45
139 1.62 1.48
173 1.65 1.47
186 1.56 1.54
178 1.48 1.47
143 1.23 1.25
151 1.35 1.32

Income Support Mortgage Rate

Effective Date Rate

17.6.07
12.8.07
13.1.08

7.08%
7.33%
7.08%

Effective Date Rate

16.3.08
18.5.08
16.11.08

6.83%
6.58%
6.08%

€
1.20
1.23
1.20
1.28
1.36
1.17
1.13

Effective Date Rate

1.10.10
6.7.15
18.6.17

3.63%
3.12%
2.61%

From 1.10.10 the standard interest rate will be the BoE published
monthly avge mortgage interest rate. Can claim mortgage interest
on, up to £200,000 of the motgage. Waiting period 39 weeks.

SCOTTISH COURTS

Decrees: Court of Session & Sheriff Courts 8% w.e.f. 1.4.93 (previously
Judgment Debts: High Court (& w.e.f. 1.7.91 County Courts) 8% w.e.f.
15% w.e.f. 16.8.85).
1.4.93 (previously 15% w.e.f. 16.4.85).

NORTHERN IRISH COURTS
Funds in Court: Special Rate (persons under disability) 0.5% w.e.f.
1.7.09 (previously 1.5% w.e.f. 1.6.09). Basic Rate (payment into court) Judgment Debts: High Court: 8% w.e.f. 19.4.93 (previously 15% w.e.f.
2.9.85). County Court 8% w.e.f. 19.4.93 (previously 15% w.e.f. 19.5.85).
0.1% w.e.f. 6.6.16 (previously 0.3% w.e.f. 1.7.09).
Interest on amounts awarded in Magistrate Courts 7% w.e.f. 3.9.84.
Interest in Personal Injury cases: Future Earnings - none. Pain &
Suffering - 2%. Special Damages: same as “Special Rate” - see Funds ADMINISTRATION OF ESTATES
in Court above (½ Special Rate payable from date of accident to date England & Wales: Interest on General Legacies: 0.1% w.e.f. 6.6.16 (previously 0.3% w.e.f. 1.7.09). Interest on Statutory Legacies (for deaths
of judgment).
before 1 October 2014): 6% w.e.f. 1.10.83 (previously 7% w.e.f.

Interest Rate on Confiscation Orders in Crown & Magistrates Courts: 15.9.77): Interest on Fixed Net Sums (for deaths from 1 October 2014):
Bank of England rate at date of death (currently 0.50%) w.e.f. 2.11.17.
same rate as applies to High Court Judgment Debts.

All rates and terms are subject to change without notice and should be checked before finalising any arrangement. No liability can be accepted for any direct or
consequential loss arising from the use of, or reliance upon, this information. Readers who are not financial professionals should seek expert advice.

Data specially compiled for

by www.moneyfactsgroup.co.uk

The UK’s largest provider of savings and mortgage data

Tel: 01603 476476

The view from
Clare D’Agostino FCCA, head of financial shared
services, corporate finance, HMRC

3%

I lead HMRC’s financial

might also need to be

shared services team, an

organisational changes,

The amount by which Sajid Javid,

internal provider of HMRC’s

and all this is not easy

housing, communities and local

transactional services. My

to prepare for as a

government minister, says local

typical day involves lots of

department. Engagement

authorities can now increase council

meetings, including project

with senior stakeholders and

tax without a referendum.

boards, leadership meetings

understanding their own

with our chief financial

business challenges is quite

accountant, and business process

tricky, but I’m passionate about what

Grenfell: KPMG resigns

re-engineering workshops. The work we

our new system will give us, including an

KPMG has resigned as a special adviser

are doing on stakeholder management

e-invoicing solution and the capability

to the inquiry investigating the failures

is significant, and my days are taken

to use self-serve ordering.

that caused 71 people to die in the

up with ensuring we engage fully and
properly with our staff.

Grenfell tower block fire. The firm had
HMRC is a great place to work and

been criticised in a letter signed by 70

the family friendly policies and work-

politicians, academics and campaigners,

We are about to embark on the

life balance are excellent. What isn’t

who argued that KPMG had a conflict

implementation of a new purchase

so good are the building conditions,

of interest because three companies

to pay (P2P) system, SAP Ariba. My

particularly here in Worthing. We are

examined by the inquiry had been

financial shared services team will see

housed in a government building

KPMG clients. A KPMG spokesman said:

a huge business change as a result. I

built during the war and used as a

‘Whilst we are confident that no conflicts

liaise closely with the Cabinet office on

temporary hospital. This isn’t ideal and

exist between our role advising the

a regular basis, having helped to roll

the facilities go wrong quite regularly.

inquiry and our work for other clients, we

out some P2P design principles across

Looking forward, HMRC has a huge

recognise that strength of opinion about

central government.

transformation programme to move to

our role risks undermining confidence

regional hubs with 21st-century working

in the inquiry. We will waive our fees for

Our P2P project is really ground-

conditions and furniture. I’m really

our work undertaken to date.’

breaking, but it will mean we need

looking forward to that.

Councils must change

to work in quite different way. There

I liaise closely with
the Cabinet office
on a regular basis,
having helped to
roll out some P2P
design principles
across central
government

My advice to people beginning their

Councils need to adopt a bold

career – and it’s easier said than done

‘changemaking’ approach to their

– is to find an employer who supports

leadership of local areas in ways that

your accountancy training, and

focus on the core values of creativity,

understands the time and effort it will

collaboration and self-determination.

take on your part. The work experience

This argument is put forward by the

is a huge part of the ACCA Qualification

influential New Local Government

and shouldn’t be underestimated.

Network in its report A changemaking
vision for local government. ‘Years

My biggest achievement – other than

of austerity, combined with rising

qualifying – is that I was nominated

demand, are challenging the traditional

for the Collaboration Award at the

structures and practices of local

Government Finance and Internal Audit

government,’ the report says.

Event 2017.
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The bear necessities
It turns out that working with cuddly toys is no child’s play. It involves innovative thinking
and complex business models, as Build-A-Bear FD Christian Cook FCCA explains
Build-A-Bear’s selling point is that

experience to a US-owned business.’

of the shopping mall rather than being

customers can build the toy; the

The job also appealed because of the

a traditional store: same footfall, lower

retailer is also helping build the

requirement for broad shoulders. ‘My

property cost.

career of its finance director. When

role is greater than that of a typical

Christian Cook FCCA joined Build-

FD,’ he says. ‘For instance, it includes

open three stores within Fenwick, the

A-Bear in 2015 as finance director,

working with my managing director on

department store chain. And he has

UK and Europe, the parent company

running European operations.’

also worked on opening a store in the

was implementing a new strategy

74

Responsibility also extends to

In the last year, Cook has helped to

Shanghai Disney Resort, a task he took

following the hiring of the new group

looking after real estate and evaluating

on within six months of his arrival at

CEO in 2013.

different opportunities to grow. For

Build-A-Bear, supporting finance, HR,

‘I was interested in being part of the

example, the company is introducing

merchandise and operation.

changes from a European perspective,’

the concept of concourse units; these

Key performance indicators (KPIs) for

says Cook, ‘bringing my retail

are mini-outlets located in the middle

Cook are sales and margins. Salaries are

Accounting and Business February 2018
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the largest variable cost, so he keeps a
close eye on payroll. The biggest fixed

i

Up a notch

Basics

The idea of supporting the business is
crucial to Cook. ‘I wanted to take all my

cost is property. In terms of sales, ‘we
look weekly at the number of toys’ skins

2006

years of retail experience and move it

and attachments sold.’

The year Build-A-Bear arrived in the

up a notch.’ For him, it is a given that

The company is currently rolling out

UK, following the purchase of two

financial control and reporting is robust.

a new store format – termed Discovery

businesses, Amsbra and the Bear

‘You make the difference strengthening

Store – colourful, with a clear walk-

Factory, part of iconic toy store Hamleys.

the connection between the finance
and non-finance parts of the business,

through of the bear-building stages.
And now, near the entrance of the

US$364m

working with the rest of the business in

Bluewater store in Kent where the

Group revenue. UK and Europe

delivering the strategy,’ he says. ‘Both

interview takes place, in pride of place

operations comprise 60 company-

the finance and the business goals and

is a machine that churns the filling, like

owned managed stores in UK, Ireland

objectives have to be delivered.’

oversized candyfloss, that the ‘bear

and Denmark, plus an online store, all

builders’ use to stuff the toys. As well as

totalling 20% of group revenue.

That includes driving performance,
efficiencies and operations. ‘The
grounding you have with the ACCA

store upgrades in a bid to broaden its
appeal, the company has expanded its

400 stores in six countries

Qualification gives you that ability to

range through licensed products.

In US, Canada, Denmark, Ireland,

engage with the business,’ Cook says.

Puerto Rico and China. There are

‘Besides accounting, there is more call

Giving the UK perspective

also franchise stores in areas in Africa

now than ever for the other skills that

Cook spends time talking to the

and elsewhere in Asia, Europe, Middle

ACCA gives you – law, technology,

US agreeing budgets for the year,

East and Mexico.

business insight, project planning.’
Although there are no definitive

discussing the quarterly forecasts

timelines, ultimately Cook has his

and monthly sales plans, as well as
formulating longer term strategic

evidence that the traditional shopping-

sights set on an MD or CEO role. ‘I

plans. He also works with the US-

mall-based traffic is declining.

am more than a numbers person,’ he

based departments such as legal, IT

‘Consumers’ shopping habits are

says. ‘People describe me as not a

and systems, tax and merchandising. ‘I

evolving, doing more online including

typical accountant; I like being with

provide a UK perspective for areas they

buying on mobile devices,’ Cook says.

the business, understanding and

need to look at, and we work out how

The company has responded with a

contributing to what goes on behind

best to get the required work done.’

new website, launched at the end of

the numbers.’

The company recognises cultural

September 2017, offering exclusive

differences, preferences and habits
between consumers in different

To really get to know the business

online licensed deals.

accountants in retail should, Cook says,

Cook has also played a part in the

get out of the office and into the stores.

markets. ‘In the US the stores are bigger

company-wide introduction of an ERP

He’s stuffed the bears at Build-A-Bear

and cheaper than in the UK,’ says Cook.

system, which is due to go live this

and has worked the shopfloor for all his

‘UK consumers are ahead in embracing

month. Other systems – from the stores

employers. He encourages his team to

online shopping, and the UK has

and merchandising – feed seamlessly

go out and do the same, especially over

embraced contactless technology; in

into the new ERP, data is secured faster

busy Christmas periods.

the US chip-and-pin is still not standard.

and the manual workload should reduce.

We highlight those nuances and feed

‘The new system is better in finding

Reflecting on his two decades’
experience, he says: ‘The simplest thing

information to act on rather than data

about retail is that if you have the right

to interpret,’ says Cook. ‘A key for the

product at the price that customers are

standard: the look of the stores and

finance team is that you are a support

prepared to pay, then they’ll buy it. And

the product lines across continents and

function for the rest of the team,’ he

the best retailers differentiate through

the release of a blockbuster animation

says. ‘I need to make it easy for non-

their customer service. That includes us

movie with its licensed character will

finance people to know where to look

and our experience.’

spark interest in the stores.

and help them with the actions they

them into planning.’
However, some elements are

Globally the company is seeing

need to take.’

AB
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Back to basics
In the latest in our series ‘all you needed to know but were to afraid to ask’,
John Kattar dispels some of the myths surrounding the investment community
Investment professionals come in for

are important signals that affect

bit of stick, but this might be due to a

everything a company does, from

lack of understanding of some areas.

raising capital to attracting talent.

As a life-long investor myself, I’m
going to try to set the record straight.

*

Myth 3: Short-selling is evil.

Jargon buster
John Kattar dispels some of the
mystery around the investment world
in a video series: bit.ly/ACCA-playlist

Shorting is the practice of borrowing

Here is some clarification on a few of the

and then selling a stock in the hope

markets. But EMH does not say

fundamentals.

that it can be bought back again at

that markets are fair, merely that

*

Myth 1: All investors are equal. The

a lower price. Many people think

they are really good at absorbing

term ‘investor’ is used as a catch-all

it leads to higher volatility and

information. This means that the

term for anyone who puts money

crashing prices, so much so that

better the information provided by

to work. However, they are not a

it was partially and temporarily

management and the accounting

homogenous group – far from it.

banned in the US and UK during the

community, the more prices will

The term ‘investor’ covers a wide

last financial crisis. However, most

reflect the underlying reality of
the situation.

spectrum of activity, from those

*

who try to outperform an index

CPD

(active managers) to those who
invest in line with particular stock
those who create algorithms to
identify stocks that share particular
characteristics (the algos) to those
who devour annual reports, industry
reviews, macro data – anything
that will allow them to predict with
some degree of confidence the

*

a simple rationale for this when
he said that active investors in
the aggregate cannot outperform
the market because they are the
market. However, what is true in the
aggregate is not necessarily true in
the particular. The evidence is mixed
whether an individual investor –

future performance of an entity (the

even one operating in less well-

fundamental bunch).

researched areas such as small cap
– can consistently beat the market.

Myth 2: Investors are only

*

interested in making money. This

studies concluded that this only

is only partly true. Most investors

made matters worse, by restricting

are certainly primarily interested

liquidity and price discovery. There

investing for very short holding

in making money, but there is an

is little difference between short and

periods, measured in seconds or

increasingly significant group that

traditional sellers. Indeed, shorts

minutes, and often without human

has other goals, such as those

probably reduce market volatility

intervention. As with short-selling,

who invest in companies that are

because they tend to be contrarians

critics claim it restricts liquidity and

environmentally or socially aware.

who buy at the bottom and sell into

price discovery; they also say it

But even those not within that

stock market bubbles.

provides an unfair advantage. But I

Myth 4: Markets are not efficient.

say that by itself HFT merely speeds

The efficient market hypothesis

up price discovery and enhances

are a key link in allocating capital

(EMH) has been heavily criticised

liquidity, which theoretically helps

to the most promising companies

recently, mainly by those who think

all market participants. The problem

in the economy. Stock prices

there is little rhyme or reason in

is that some exchanges have

tranche serve a valuable purpose:
through price discovery, investors

76

underperform. Well, sort of. Nobel
laureate William Sharpe provided

Using accounts
is not the same
as being able to
create a set of
financials. I drive
a car. I cannot
build an engine

indices (the passive crowd); from

Myth 5: Active investors always

*

Myth 6: High-frequency trading
(HFT) is a bad thing. HFT is

Accounting and Business February 2018
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*

sanctioned rules that benefit HFT at

In our defence, I would argue that

in the financial calendar as it once

the expense of everyone else. This

we shouldn’t have to be as familiar

was. That doesn’t mean that we

undermines investor confidence in

with the minutiae of accounting as

don’t value both audited financial

markets, which is very bad.

a professional. Being able to use

statements and narrative reports.

Myth 7: Investors know about

accounts is not the same as being

Both are key to making informed

accounting: There are investors who

able to create a set of financials. I

decisions about a company’s value,

are trained accountants; but they

drive a car. I cannot build an engine.

and hence its stock price. It is

Myth 8: Investors don’t read annual

true that many investors use data

reports: Investors are bombarded

intermediaries (such as FactSet and

with information. For many, the

Capital IQ) to access companies’

are in the minority. The rest of us are
at best gifted amateurs, trained to
strip down balance sheets and build
up income statements,
but far from being
technical experts.

*

release of the annual report

financial data. They provide a one-

is not as big a

stop-shop for accessing corporate

milestone

data and normalise financials to
make them easier to compare.
But there is a limit to the amount
of insight that can be gleaned. To
really get behind the numbers, you
need to go to the source: to the
annual report.

AB

John Kattar is a
professional investor

CPD

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Grow your workforce
ACCA’s groundbreaking apprenticeship pathways can help SMEs boost
competitiveness, increase productivity and improve employee retention rates
All businesses, and small

among employers about the

of Small Businesses (FSB),

as well. The FSB reports that

and medium-sized entities

benefits they can bring.

half of SMEs say that

two-thirds of SMEs retain

having an apprentice has

their apprentice when their

(SMEs) in particular,

The Confederation of

are under pressure to

British Industry and Pearson

had a positive impact on

apprenticeship ends, while

ensure that they have the

report that although three-

their business; 77% say it

57% of employers report that

professionals they need

quarters of businesses

boosts competitiveness;

many of their apprentices

to deal with the impact of

want to introduce highly

and 76% report a rise in

move into management roles

Brexit and other challenges.

skilled roles, 61% fear they

productivity. More than

within their organisations.

Apprenticeships can be the

wouldn’t be able to fill them.

nine in 10 employers

This level of retention saves

first step towards recruiting

Investing in employer-led

offering apprenticeships

on hiring costs in the long

the managers and directors

apprenticeships can help to

say their workforce is more

term by reducing the need

of the future.

bridge this gap and open

motivated, too.

for continued recruitment,

The Apprenticeship

up access to the finance

‘If you have better talent,

meaning finances can be

Levy, introduced in April

profession, providing

you have a better business,’

reserved for other essential

2017, means businesses

employers with a far larger

explains Nick Jeffrey,

aspects of business.

with a payroll of more than

talent pool to recruit from in

ACCA’s regional head of

£3m contribute 0.5% of

the process.

policy for Europe and the

Help is at hand

Americas. ‘You have more

The new Professional

their total paybill towards

With minimal investment,

apprenticeship costs. Yet

businesses can develop

productive people who are

Accountant Apprenticeship

while there have been

workplace-ready individuals

motivated and it becomes a

Level 7 offers the first

more than 1.1 million

via apprenticeships while

virtuous circle.’

funded pathway to

apprenticeship starts since

allowing them to gain the

Apprentices tend to be

May 2015, there is still

qualifications they need.

more loyal and value career

status. Also fundable via

widespread uncertainty

According to the Federation

development opportunities

the Apprenticeship Levy

chartered accountant

is ACCA’s Accounting
Technician Apprenticeship
(Level 4). Businesses can take
strategic decisions based on
the knowledge that it will be
beneficial in the long-term.
Apprenticeship pathways can
therefore be closely aligned
to employer talent strategies
and used to develop staff at
all levels.
To find out more about
accounting apprenticeships
and the possibilities for your
business, visit accaglobal.
com/apprenticeships or
email apprenticeships@
accaglobal.com.
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Connect. Inspire. Influence.

Update your
networks
1.

Log in to MyACCA

2.

Select ‘update your contact and
employment details’

3.

Select ‘general details’

4.

Review your ‘employment based’
and ‘regional network’

ACCA’s 38 regional and six sector-specific member
networks allow you to connect with, inspire and
influence other accountants across the UK.

AB magazine:
go digital!
Read on an app or online

Try the app and change your format
preferences at accaglobal.com/ab

UK_A_apprenticeshipsSMEs.indd
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Upcoming events
ACCA has a broad programme of over 200 events and webinars this year, providing
you with CPD, valuable technical updates and excellent networking opportunities
ACCA offers a range of
events, which provide
networking opportunities

1. Log in to MyACCA
(portal.accaglobal.com).
2. Select ‘Update your

Accountex heads north
On 6 March nearly 1,000 accountancy professionals from

as well as valuable updates.

contact and employment

across the north of England will attend the first ever Accountex

Many fall within one of three

details’.

Summit North. Taking place at Manchester Central, keynote

categories shaping the

3. Select ‘General details’.

sessions include a panel debate on the changing face of

profession today – trade,

4. Review your

accountancy practices, hosted by Glenn Collins, ACCA UK’s

talent or technology.
Thirty-eight regional and

‘employment-based’
and ‘regional’ network.

head of technical advisory.
The event will also feature an exhibition area where suppliers

six sector-specific networks

A selection of ACCA events

will showcase accountancy products and services, while three

help shape and host many of

is highlighted below. You can

dedicated break-out theatres will cover the latest trends and

these events. To ensure you

also use the CPD Resource

hot topics in interactive sessions. Topics will include Making Tax

receive appropriate event

Finder on ACCA’s website

Digital, technology, cloud, pensions and pricing.

information, check if you are

– accaglobal.com/cpd-

enrolled in the appropriate

resources – and search by

You can find more details and register for your free place at

network(s) by following these

event title or your postcode

accountexsummitnorth.co.uk.

simple steps:

to find events close to you.

Attendance provides up to eight hours of CPD accreditation.

Celebrate International Women’s Day
ACCA is hosting a series of events across the UK that will
highlight the role of women in business and finance, to mark
International Women’s Day on 8 March:

*

‘Becoming a bishop and other tales of the unexpected’,

*

‘Inspiring women’, with Commonwealth Games medallist

*
*

‘Climbing back’, 8 March, Reading

5 March, Guildford
Stephanie Inglis, 8 March, Glasgow
‘Better to be bold than boring’, 8 March, Bristol.

Other events are also scheduled to be held in Cardiff and
London. Search accaglobal.com/cpd-resources for details.
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Events

GDPR – what you need
to know

Re-generate with a splash

22 February, Liverpool, free

15 February, Manchester, free

Ahead of the implementation

The theme of this event

of the new GDPR regulations

is property and finance.

in May, join us for an update

Attendees will gain an

on changes for small and

insight into current and

medium-sized entities, sole

future developments across

traders and partnerships;

Manchester, and receive the

the potential investment

latest updates on stamp duty

that might be required to

and property tax from Julian

implement the changes;

Beat the barriers to trade

Curnuck, chief financial

advice on keeping costs to

ACCA and Halo Financial are collaborating on a series of

and operating officer at

a minimum; the cost of non-

events entitled ‘Beating the barriers to trade: mastering

regeneration company Urban

compliance; and common

governance and risk management’, aimed at SMEs.

Splash and Jerry Craggs of

security pitfalls.

tax advisers Craggs & Co.

Leading experts from across government and industry
will highlight the steps required to prepare businesses for

St David’s Day business

international expansion, providing insight into the key barriers

Developing an

breakfast

to trade, and the associated risks and new opportunities

entrepreneurial mindset

1 March, Cardiff, £30 (tables

presented by expanding overseas.

21 February, Aberdeen, free

of 10, £300)

How do we get a more

Join us for a full Welsh

entrepreneurial mindset?

breakfast, bucks fizz

Who better to ask than

reception and keynote

entrepreneurs themselves.

address at one of the most

What lessons have they

popular events in our

learned from the process,

calendar in Wales. Early

*
*
*
*
*
*

and do entrepreneurs

booking is advised.

5 February, Cobham, Surrey
6 February, The Adelphi (ACCA headquarters), London
19 February, Harrow, London
27 February, Ashford, Kent
20 February, Newcastle
28 February, Leicester.

Professional courses

think differently from

£1,389 (members who book

the rest of us? If so,

Isle of Man annual dinner

how can we incorporate

2 March, Douglas, £55 (table

Employee benefits

eligible for a £100 discount)

entrepreneurial thinking into

of 10, £550)

2 March, London, £519

Attendees can gain 21

our daily lives? Delegates

Our flagship event will

This practical refresher

CPD units by attending

will get a tour of social

have an informal feel, with

covers benefits,

our flagship event for

enterprise Elevator and hear

minimum speeches and

P11Ds, PAYE and NI

accountants in business.

what qualities it looks for in

plenty of time for networking

contributions, illustrates

Choose 11 out of 29

its entrepreneurs.

and enjoying yourself!

changes and highlights

sessions; mix and match

planning opportunities. It

between business and

will examine topical issues

finance, taxation and

such as IR35 in the public

law, and professional

Join us live, for free, on 7 February at 1.00pm, or register to

sector, dynamic notices

development.

watch the webinar on demand, for our latest look at ACCA’s

of coding and the new NI

priorities across the UK and how to benefit from our activities

position on apprenticeships.

now open for ACCA’s

for members.

It offers eight CPD units.

autumn update, which

Webinar: ACCA in the UK

before 15 February are

Booking is also

takes place in Manchester

In addition, with the HMRC self-assessment deadline having
just passed, ACCA subject expert Jason Piper will provide an

Spring update

on 25-27 October.

update on tax issues, including Making Tax Digital, technology

15-17 March, The Belfry,

Members can save £100

and Brexit.

Birmingham, residential

if bookings are made

£1,689, non-residential

before 25 September.
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