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Welcome
The challenges facing Fifa as the World Cup kicks off in Russia, Sky Bet’s attempts to 
work with at-risk customers and scrutiny over the Big Four’s market dominance

announces it will no longer bid for 

FTSE 350 audits after repeatedly 

coming second (at the cost of 

£300,000 per bid), on page 60 we look 

at what the potential solutions might 

be for sharing audit and non-audit 

services across the breadth of the 

assurance market. Suggestions include 

spinning off audit services, or creating 

‘supporting auditors’, where smaller 

firms take on the client’s divisions and 

subsidiaries. And page 28 has more 

comment on this.

We also take stock of the 

government’s gender pay gap 

reporting initiative, probing the 

reported numbers and asking how 

far the gathering of the data will help 

improve remuneration inequality. 

The Office for National Statistics has 

implied that richer data, such as details 

of the workforce’s family set-ups, 

education and career breaks, would 

help reveal structural discrimination, 

which could be tackled at source. AB

Jo Malvern, editor

joanna.malvern@accaglobal.com

This month sees the kick-off of the 

World Cup in Russia, but the build-up 

to the tournament has been far from 

slick. Having been mired in scandal, 

governing body Fifa is trying to rebuild 

its reputation and has struggled to 

fill all the sponsorship slots, with 

some advertisers pulling out or 

refusing to renew their contracts. On 

page 36 we look at the impact of the 

financial wins and losses expected from 

the World Cup as Fifa endeavours to 

turn the corner.

‘Doing the right thing’ is also a key 

focus of our interviewee this month, 

Caroline Ackroyd FCCA, director 

of commercial finance at gaming 

company Sky Bet. Tasked with bringing 

together the company’s ‘responsible 

gambling’ initiatives (among other 

activities), Ackroyd describes the 

technological tools the company is 

deploying to identify and work with at-

risk customers. See page 12.

Meanwhile discussion continues at 

government and professional level 

regarding the combined market share 

of the Big Four. As Grant Thornton 
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Maya Beach, Thailand, is 
closing for four months 
to give its coral reefs 
a respite from tourists. 
With over 4,000 visitors 
a day, it is one of many 
places around the world 
– including Venice and 
Dubrovnik – that is being 
swamped by tourists. 

Edinburgh-based startup 
Robotical has won a 
contract for over 2,000 
of its Marty robots from 
South Korean company 
Wise Club. Marty, which 
teaches children to code, 
was also named best new 
product in the Made in 
Scotland awards in April.

Spirits giant Diageo plans 
to transform Scotland’s 
whisky tourism trade with 
a £150m investment. The 
plan includes a Johnnie 
Walker ‘immersive visitor 
experience’ in Edinburgh 
and an upgrade of 
Diageo’s 12 existing 
distillery visitor centres.

More than 40 UK 
businesses have pledged 
to eradicate single-use 
plastics in packaging by 
2025. Members of the  
Plastic Pact – including 
Nestlé and Coca-Cola 
– are responsible for 
over 80% of the UK’s 
supermarket packaging.
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Salary survey 2018
A survey by Accountancy Age has found the average salary in 

accountancy to be 24% higher in industry than in practice.

Practice displayed both the lowest salary of all the 

responses (£11,975) and the highest (£400,000). Industry was 

slightly more balanced, with the lowest salary being £20,000 

and the highest being £225,000.

The difference between other financial benefits received by 

industry accountants and practice accountants is even higher. 

The average value of financial benefits received by industry 

accountants was £13,499, whereas among practitioners this 

amounted to £4,094.

They survey found that the average salary across all 

accountants in the UK is £62,042 a year. This figure accounted 

for salaries from the part-qualified level all the way up to senior 

managers and partners. On average, a UK accountant receives 

the equivalent of £9,110 a year in other financial benefits

Part-qualified accountants who responded to the survey earn 

anywhere between £11,975 and £95,000 a year.

PracticeCorporate/industry

£68,004
Average earnings

£55,030
Lowest and highest salaries

Average value of financial benefits received

£225,000

£20,000

£400,000

£11,975

£13,499

£4,094

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

Kingman FRC review
Sir John Kingman is to lead 

the government’s review into 

the role and governance 

of the Financial Reporting 

Council. Recommendations 

will be submitted to business 

secretary Greg Clark. FRC 

chairman Sir Win Bischoff 

welcomed the review. 

He said: ‘Meeting public 

expectations means using 

our powers effectively, 

working closely with other 

regulators and identifying 

where gaps in those powers 

exist. The review will ensure 

we are best placed to 

support UK efforts to attract 

investment in business for 

the long term.’ Sir John is a 

former second permanent 

secretary at the Treasury 

and is chairman of Legal 

& General.

FRC sanctions
The Financial Reporting 

Council (FRC) has announced 

that it has increased the 

maximum sanction on an 

audit firm to £10m in the 

event of ‘seriously poor audit 

work by a Big Four firm’. 

There will also be greater use 

of non-financial penalties, a 

potential exclusion from the 

accounting profession for 

a minimum of 10 years for 

dishonesty, and sanctions 

that reflect the level of co-

operation by respondents. 

The FRC will also enhance 

monitoring of the six largest 

audit firms, focusing on the 

need to avoid systematic 

deficiencies within firms’ 

networks, disruption in the 

provision of statutory audit 

services and instability in the 

financial sector.

Tyrie queries Big Four
Former Treasury select 

committee chairman Andrew 

Tyrie is the new chairman 

of the Competition and 

Markets Authority. He told 

the House of Commons 

business, energy and 

industrial strategy select 

committee that his priorities 

would include strengthening 

competition in the audit 

market. He warned that the 

Big Four could go down 

to three, ‘and many would 

argue... that what we 

have now constitutes an 

oligopoly’. He also took a 

swing at auditors, saying that 

as audit committee chairman 

for public companies he had 

thought auditors were paid 

‘money for old rope… They 

come in, give us the figures 

we have given them, collect 

a cheque and go home… I 

am sure it is all much better 

now,’ he added.
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Lycamobile leak
HMRC has denied it refused 

to support a tax investigation 

into Lycamobile because 

the company donates to 

the Conservative Party. 

However, that was a factor 

cited by HMRC to French 

tax authorities in an email 

leaked to the BuzzFeed 

website. The leak will now be 

investigated by HMRC. Nicky 

Morgan, chair of the Treasury 

select committee, explained: 

‘Mr [Jon] Thompson [HMRC’s 

CEO] said the information 

about Lycamobile’s political 

donations in the leaked email 

was irrelevant to the decision 

that HMRC had taken about 

the French investigation. 

He called its inclusion “a 

mistake”. I will ask HMRC 

to provide reassurance that 

similar mistakes have not 

been made in response 

to other such requests 

from overseas authorities.’ 

Lycamobile denies any 

wrongdoing and says 

it has not donated to 

the Conservative Party 

since 2016.

FTSE 100 leadership
FTSE 100 companies are 

increasingly searching 

internationally for their 

executive leadership, 

according to the latest 

Robert Half FTSE 100 CEO 

Tracker. In the last three 

years, nearly half (47%) of 

CEO roles were filled from 

outside the UK. Eight new 

FTSE 100 CEO hires this 

year are British citizens, 

while six have come from 

abroad. Some 60% of CEOs 

unlawful act. If we conclude 

that it has done so, we will 

issue an unlawful act notice. 

If they do not comply with 

the notice, we will apply for 

a court order requiring them 

to do so. Breach of this court 

order is punishable upon 

conviction with a level five 

(unlimited) fine.’ See also 

‘Gap analysis’ on page 24.

appointed through internal 

promotion last year were 

British. ‘Globalisation is 

blurring geographic lines for 

mega-companies in the UK 

and abroad, and businesses 

with a global outlook will 

be tomorrow’s dominant 

players,’ said Charlie Grubb, 

UK managing director 

at Robert Half Executive 

Search. Of CEOs today, 40% 

have a financial background, 

down from 55% in 2016.

Insolvencies rise
Corporate insolvency 

numbers in England and 

Wales rose by 13% in the first 

quarter this year over the 

previous quarter. They are 

now at their highest since 

Q1 2014. Over 70% of the 

insolvencies were through 

voluntary liquidations. 

Graham Bushby, head 

of RSM’s restructuring 

advisory practice, said: 

‘While the underlying 

economy is performing 

well at present, Brexit 

uncertainty and nervousness 

around the impact of trade 

wars between the major 

economies are beginning to 

affect confidence levels.’

Pay gaps probed
Companies that fail to 

provide gender pay 

gap reports are to be 

investigated. In a letter to the 

Treasury select committee, 

the Equality and Human 

Rights Commission warned 

that private sector employers 

will be investigated to 

‘establish whether an 

employer has committed an 

Self-employed deal
There needs to be a ‘new 

deal’ for the self-employed, 

argues a report by the 

Demos thinktank, and the 

Association of Independent 

Professionals and the 

Self-Employed. The report 

argues that the steep rise in 

self-employment since 2001 

represents a structural shift 

ACCA set to make impact at WCOA
Future-shaping research from ACCA looking at the role of 

emotional intelligence in finance will be in the spotlight at 

this November’s World Congress of Accountants in Sydney. 

ACCA members – who are entitled to a gold sponsor 

discount for the event – will also be able to explore the 

results of upcoming research on the role of artificial intelligence 

on finance professionals, and China’s Belt and Road initiative. 

Members attending the congress are also invited to a 

reception where they will be able to see their name on ACCA’s 

member wall, currently touring the world to celebrate the 

200,000 member landmark, as well as network with fellow 

members and representatives of ACCA’s Council. 

Much of ACCA’s research is undertaken with partners, 

including KPMG and strategic alliance partner Chartered 

Accountants Australia and New Zealand. This will be 

highlighted as part of ACCA’s theme of ‘partnership’ for 

the event. A packed conference agenda addresses a range of 

issues, and includes high-profile speakers such as former UN 

secretary general Ban Ki-moon, Olympus whistleblower Michael 

Woodford and historian professor Niall Ferguson.

The theme of the congress is Global Challenges/Global 

leaders, with a programme centred around building prosperity 

and acting in the public interest. 

For more, see page 82 or visit accaglobal.com/wcoa.
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The British Virgin Islands is among the British Overseas 
Territories that must reveal the ownership of companies 
registered there from 2020. 

in the UK labour market. 

There are now 4.8 million 

self-employed – almost as 

many as employed in the 

public sector – and they must 

be brought into mainstream 

political discourse, says 

the report, Free Radicals. It 

recommends the creation of 

a statutory defi nition of self-

employment and ensuring 

that Universal Credit and the 

pensions system work for the 

self-employed.

Handling gig workers
Only 17% of UK companies 

have policies in place 

to manage gig workers, 

contractors and freelancers, 

according to a survey 

undertaken by Deloitte. One 

in three business leaders 

said they do not assess or 

manage the performance of 

non-traditional employees. 

This is despite the signifi cant 

growth in use of these 

workers: 42% of UK business 

leaders expect to see a rise 

in the use of contractors by 

2020, 41% in freelancers, 

and 34% in gig workers. 

The fi ndings are contained 

in Deloitte’s Global Human 
Capital Trends 2018 survey.

Corporate structures 
Fewer property owners are 

using corporate structures as 

tax reforms make an impact. 

Government statistics 

published for the Annual 

Tax on Enveloped Dwellings 

(ATED), introduced in 2012, 

show falling numbers of 

owner-occupied properties in 

corporate structures and an 

accompanying decrease in 

tax revenues. Naomi Heaton, 

CEO of London Central 

Portfolio, which compiled 

the fi gures, commented: 

‘Meeting the government 

objective, the ATED has 

increasingly encouraged 

owner-occupiers to hold 

properties in their own 

names or drop them out of 

corporate vehicles.’

Aggressive avoidance
HMRC has published plans 

to tackle aggressive tax 

avoidance, targeting 10,000 

wealthy individuals, including 

entertainers, fund managers 

and consultants. It hopes 

to raise £50m a year by 

examining the use of offshore 

trusts and companies. 

Under the proposals HMRC 

can tax profi ts that have 

arisen offshore if it regards 

an individual as having 

avoided tax liabilities ‘by 

allocating excess profi ts to an 

offshore entity’.

CSR award for FCCA
India CSR, the corporate 

social responsibility network, 

has awarded professor 

Colin Coulson-Thomas 

FCCA with a Lifetime 

Achievement Award for 

his contribution to CSR. 

At the network’s summit in 

April, Coulson-Thomas was 

recognised for his ‘excellent 

contribution to the worlds 

of corporate governance, 

and corporate sustainability 

and responsibility’. India 

CSR said that the academic 

and author had helped 

directors and entrepreneurs 

in over 40 countries to 

improve director, board and 

corporate performance, 

and commended him for his 

‘indomitable spirit to strive 

for creating the difference to 

the greater good’.

IESBA revamps code
The International Ethics 

Standards Board for 

Accountants (IESBA) 

has issued a completely 

rewritten Code of Ethics for 

Professional Accountants. 

The code brings together 

key ethics advances and 

is clearer about how 

accountants should deal with 

ethics and independence 

issues. IESBA chairman Dr 

Stavros Thomadakis said: 

‘This is a groundbreaking 

moment in the public 

interest. The code is now a 

signifi cantly strengthened 

platform, re-engineered 

for greater usability 

while maintaining global 

applicability. It underscores 

the importance of the 

fundamental principles for all 

professional accountants.’

Accountants expelled
There has been a 77% rise 

over the last two years in 

expulsions of accountants 

from the profession because 

of breaches of money-

laundering regulations. 

Islands forced into disclosure
Some of the world’s most secretive offshore fi nancial centres 

will be forced into making public the ownership of companies 

registered in their jurisdictions, following a vote in the House 

of Commons. The Cayman Islands, the British Virgin Islands 

and Bermuda are among the British Overseas Territories 

required to make the information public from 2020. Former UK 

international aid minister Andrew Mitchell led the demand for 

reform, saying: ‘Under the cloak of secrecy, money made from 

modern-day slavery, from the sex trade, from money stolen 

from the African people by corrupt politicians, evil dictators 

and warlords – much of all this is washed through these 

secretive havens.’
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AI gains traction 
As finance leaders are under pressure 

to offer more strategic input, they are 

increasingly looking to automated 

solutions to relieve the burden of the 

traditional compliance and operational 

efficiency. A recent report by research 

company FinancialForce finds that 

more than half (53.3%) of the 1,000 

finance and accounting professionals 

responding to its survey said artificial 

intelligence (AI) is at least ‘somewhat’ 

a high priority for their teams. Over 

a third (38%) have defined plans to 

expand their use of AI over the next 

two years.

The report, The State of Finance, 

found that only half (45.9%) of 

respondents are already using AI. 

Those that do are using it principally 

to improve customer satisfaction.

24.2%

29.1%

20.5%

11.2%

15.0%

A very high priority

Somewhat a high priority

Neither high nor low priority

Somewhat a low priority

A very low priority

Improving customer 
satisfaction 39.2%

Detecting fraud 26.1%

Estimating customers’ 
credit-worthiness 17.2%

Estimating customers’ 
propensity to pay 13.9%

Other 2.0%

Don’t know 1.5%

Areas where AI is 
currently used

This is in contrast with the 

trends across all professions 

of a reduction in regulatory 

action related to laundering. 

Some 935 people across 

the professions were 

fined, 31 reprimanded and 

eight suspended last year, 

down from 1,170 fined, 

454 reprimanded and 10 

suspended in 2016. The 

figures were revealed by 

data analysts Fortytwo Data, 

based on a Treasury report. 

It also found that the UK 

accounts for over 40% of all 

Europe’s suspicious activity 

reports in the legal and 

accountancy sectors.

Capita to raise funds
Public sector outsourcing 

giant Capita is to seek 

£701m from shareholders, 

following the declaration 

of a £513m loss for last 

year, blamed in part on 

changes to accounting 

standards. The company 

is carrying £1.2bn in debt. 

The leader of the Liberal 

Democrats, Vince Cable, 

said that Capita’s difficulties, 

following the collapse of 

Carillion and profit warnings 

from Interserve and Mitie 

showed that public sector 

procurement rules need to 

change to avoid being ‘over-

dependent on a handful of 

financially fragile companies’.

SLPs targeted
Limited partnerships are set 

to be more tightly regulated 

following a review of Scottish 

limited partnerships (SLPs), 

which found some had been 

used for money laundering. 

The UK government said 

that SLPs had been used to 

move US$80bn out of Russia 

in four years, with 17,000 

SLPs registered at just 10 

addresses. A consultation has 

been launched to consider a 

new regulation, which would 

apply to all forms of limited 

partnership, not just SLPs 

(see also page 56).

Mazars grows fees
Mazars grew its UK fee 

income by 8.5% to £174m 

in the year ending August 

2017. The operating profit 

was £32m, a 3% increase 

over the previous year. 

There was a 23% increase 

in income in the financial 

advisory, accounting and 

outsourcing service lines and 

an 18% rise in the financial 

planning division.

Andersen grows
Andersen Global has 

expanded its UK presence 

by signing a collaboration 

agreement with Mark Davies 

& Associates, a London-

based tax practice. This 

follows a collaboration with 

RBCVAT and the formation of 

an LLP in the UK. Andersen 

Global was established in 

2013 by US firm Andersen 

Tax and now has over 2,500 

professionals in over 89 

locations worldwide.

CFO convicted
Former Autonomy CFO 

Sushovan Hussain has 

been convicted of fraud 

by a California court. The 

prosecution alleged that 

Hussain had been engaged 

in false accounting in 

order to inflate the value 

of Autonomy, which was 

acquired by HP for US$11bn 

in 2011. HP later wrote-

down the value of the 

acquisition by US$8.8bn 

and sold it as part of a 

disposal of its software 

business. In a statement 

HP welcomed the Hussain 

verdict, saying: ‘That Mr 

Hussain attempted to depict 

the fraud as nothing more 

than a misunderstanding 

of international accounting 

rules was, and still remains, 

patently ridiculous – and 

the jury has now held him 

accountable for his role in 

defrauding HP.’ Hussain 

pleaded not guilty and his 

defence lawyer complained 

that some of his evidence 

was ruled impermissible. AB

Paul Gosling, journalist
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CVi

2015
Director of commercial 

finance, Sky Bet
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FD, Coral

2011
Financial controller, Sky, 

setting up a shared services 

centre

2006
Deputy finance director, 

Sky Bet 

2004
Divisional financial controller, 

Sky Bet

2000 
Trainee accountant, Smith & 

Williamson 

A safer bet
Sky Bet director of commercial finance Caroline Ackroyd FCCA says her training 
stands her in good stead to oversee the business of responsible gambling

Sky Betting and Gaming – branded 
Sky Bet – has just run at full gallop 
into one of the biggest corporate 

deals of 2018. In a move that could be 
worth up to £3.4bn, the Leeds-based 
business has been sold to Canada’s Stars 
Group, which owns online card room 
PokerStars, creating the world’s largest 
publicly listed online gaming company.

At the heart of Sky Bet’s winning streak is 

its director of commercial finance Caroline 

Ackroyd FCCA. A winner herself (she was 

named Best FD in the £50m-plus private 

equity company category in the Yorkshire-

based Finance Director Awards in 2016, 

and won the One to Watch Award in the 

Northern Finance Director Awards in 2017), 

she is comfortable with the hectic pace 

of growth and change at Sky Bet, clearly 

enjoying being a key member of a team 

that has turned digital betting and gaming 

into a sure-fire money-spinner. 

Speaking to AB just as the Stars deal 

went through, Ackroyd says: ‘It will mean 

being part of an international gaming 

business, which will bring with it exciting 

new opportunities, not least the ability to 

offer our best-in-class products to 

a global audience. This would have 

been more challenging with little 

or no presence internationally; we 

would have needed to build those 

businesses from scratch.

‘Bringing these high-growth 

companies together will create 

opportunities for our teams to work 

globally. And the commitment to 

keep Yorkshire as the major hub for 

the enlarged group is great news for 

the local area.’ 

She focuses on strategic corporate 

special projects. ‘I guess I don’t have 

a traditional finance role,’ she says. ‘It is a 

finance/operations hybrid.’ 

For instance, it was her job to investigate 

whether to expand the business location 

outside of the UK – the decision was a no. 

Since then she has led on efficiency reviews, 

three-year planning exercises, and building 

the budgets and operational workstreams 

and processes for setting up the German 

operation. She also spent six months of 

2017 with the Italian business, looking at 

how it was working with the Sky brand, 

restructuring operations and giving insights 

from the UK perspective of high growth. 

It has all taken place against a 

background of remarkable financial success. 

Sky Bet’s sale to private equity fund CVC 

Capital Partners at the end of 2014 for 

£800m was a significant moment, and 

Ackroyd worked on corporate readiness. 

She explains: ‘We were part of a big 

organisation and they did the tax and 

treasury work for us. So when we split, we 

had to build those functions, recruiting 

about 30 people for different roles.’

Of late, the essence of her role has been 

forward-looking, ensuring the company is in 

the best shape for, as it turned out, 

the Stars deal, although plenty of 

smart money had been placed on a 

stock-market listing. 

Responsible gambling
As well as getting the business 

sale-ready, Ackroyd has been 

involved in bringing together all the 

initiatives of responsible gambling 

across the organisation as a unified 

programme. ‘We as an organisation 

have to work together because 

responsible gambling touches so 

many areas,’ she says.

‘We want customers 
to spend within their 

own boundaries 
and means. We 

don’t want them 
chasing losses’
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The Gambling Commission is asking betting companies to 

use their data to identify those customers at risk of harm to 

themselves because their gambling could be getting out of 

control. ‘The industry’s stance used to be that we will provide 

customers with tools – cooling-off periods, exclusions and 

deposit limits – and they can manage their spend themselves, 

but now we’re moving to a place where we can’t ignore what 

we see in the data,’ Ackroyd says. 

Sky Bet is building predictive models and calling at-risk 

customers to discuss what the data is showing. ‘We will put a 

block on the account, which forces them to take notice of us,’ 

Ackroyd explains. The next step will be to build tools to nudge 

people with messages about, perhaps, the number of bets 

they have placed in a day, or their total spend compared with 

other periods. ‘That may resonate to change behaviour before 

customers get to extremes,’ she adds. Much of the work on 

ethical gambling is on an industry-wide basis. 

Sky Bet has a long-term strategic focus on safer gambling. 

‘We want customers to spend within their own boundaries and 

means,’ Ackroyd explains. ‘We don’t want them chasing losses. 

We’ve had success stories where we’ve intervened to stop 

people moving to that behaviour.’

Her ACCA background inevitably informs her views. ‘If you are 

a professional, you should be thinking about ethics and social 

responsibility,’ she says. ‘With ACCA you learn that very early.’

Expansion
Becoming big fast can be a challenge, but Ackroyd says 

Sky Bet has managed to retain its culture, partly through 

encouraging staff to talk to each other about what is going on. 

She says the company is data-rich: key performance 

indicators focus on net revenue (gross revenue less any 

winning bonuses paid), net revenue by product, customer 

numbers (including value of stake, and number of bets and 
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Basicsii Tips

* Sky Bet is not so much a bookie as a fintech operation 

– Ackroyd describes the business as a marketing and 

technology company. It employs around 500 people in 

Leeds, working in technology, creating products and 

refining the user experience for the front-end.

* Founded in 2000, the company is a purely online 

business, with 90% of the sports book’s revenues (£712m 

in 2017; £211 average revenue per 

user) transacted through mobile 

phones. The customer profile 

is young, tech-savvy individuals 

placing bets by phone while 

socialising with friends.

* Sky Bet’s businesses include 

betting on sports (mainly football 

and horse racing), gaming (Sky 

Vegas offers casino games, slot 

machines, poker and bingo), odds 

comparison site Oddschecker (a 

standalone business that deals 

with other bookmakers), horse 

racing content site Sporting Life 

(used to acquire customers), and Super 6 (a free to 

play game where correctly predicting the scores in six 

football matches can win up to £1m).

* Sky sold Sky Bet in March 2015 to private equity firm CVC 

Capital for £800m, with Sky retaining a 20% stake and a 

seat on the board. Ackroyd says: ‘They remain interested 

in how we use the brand licence. We try to keep our 

brand close to Sky’s; it has really helped us to grow.’ 

* ‘When at university I assumed the only route into 

accountancy was to go to the Big Four. But in commerce 

there are enjoyable finance roles. I would tell my 

younger self not to make that Big Four assumption.’

* Look at the culture: work with people you enjoy and who 

enthuse you. I enjoy Sky Bet because it is open, and the 

values are clear. And we have great fun.’

While Ackroyd is not a regular Sky Bet customer – ‘If I did 

win, it would be like taking money out of my own pocket,’ 

she jokes – but she will bet on football when socialising with 

fellow directors. ‘My boss is an Aberdeen fan, so I may have 

a bet on their game.’ Her real passion, though, is the horses. 

She picked the winner and the runner-up in this year’s Grand 

National. With that kind of form, it is no wonder she is so 

suited to helping Sky Bet – and its new owner, Stars Group – to 

carry on clearing the business hurdles. AB

Peter Williams, journalist

betting days), and EBITDA (earnings 

before interest, tax, depreciation 

and amortisation).

Up until the Stars acquisition 

the business had been UK-centric, 

but the recent establishment of a 

German operation and the revamp 

of the business in Italy suggest that 

overseas expansion is now a serious 

bet. It isn’t easy, though. ‘They are 

tough markets in which to get going 

because of established competition,’ 

Ackroyd points out. Competitors 

back in the UK are the big bookies 

such as William Hill, Ladbrokes, Coral and Paddy Power, but 

she says Sky Bet is top in terms of number of customers.

Breadth of opportunity 
Reflecting on her career to date, Ackroyd says: ‘I have always 

enjoyed being a member of the wider team with commercial 

influence and involvement in decision-making. The roles have 

given a breadth of opportunity, and the ACCA Qualification – 

with modules such as performance management – underlines 

how we are not traditional finance people. Finance people are 

part of the tribe; we’re not sat in a separate finance function.’ 

The elevated level of integration links to her views on 

leadership. ‘As a leader you have to be trusted and honest,’ 

she says. ‘As well as working with teams and individuals, 

leaders provide autonomy – they let people get on with the 

job and make their own mistakes. We want to feel part of 

something, to feel motivated and to have purpose.

‘Leadership is about personal development, allowing people 

to move on in their careers. Recently I have had two direct 

reports, and both of them have moved on to head of finance 

roles. It is about recognising quickly when people are ready for 

those types of move.’

‘Finance people 
are part of the 

tribe; we’re not 
sat in a separate 
finance function’
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Tax planning dips
The number of corporation tax planning 
schemes being used has fallen by 42% 
in a year. Only 330 businesses notified 
HMRC last year that they are using 
such schemes, compared with 2,860 
businesses four years ago. UHY Hacker 
Young tax partner Clive Gawthorpe 
commented: ‘The corporation tax 
planning scheme is now virtually dead 
– HMRC can legitimately claim to have 
won the war on aggressive tax planning 
by businesses. Once-commonplace 
schemes like employee benefit trusts 
have now almost completely died 
out, with only a very small number 
remaining. Even though the war is won, 
HMRC continues to add to its weaponry. 
These figures really raise the question of 
why that is necessary.’

Business pays 27% of tax
UK businesses contribute 27% of 
total tax revenues, according to 
business organisation the CBI after 
analysing data published by the Office 
for National Statistics. Businesses 
paid £186bn in taxes in 2017/18: 
£57.2bn in corporation tax; £60.3bn 
from employers’ national insurance; 
£27.4bn through business rates; £12.1bn 
in fuel duties; and £28.9bn in other 
business taxes.

The view from
Dinara Hoggarth FCCA, commercial operations director, 
KNect365 Learning (part of Informa), on listening 

We operate nearly 1,000 
courses a year for clients 
within finance, telecoms 
and life sciences. My 

priorities include supporting 

revenue growth (we’re 

targeting 10% growth 

a year), delivering new 

partnerships and sponsoring platform 

improvements.

My finance background is helping us 
achieve operational efficiency and 
productivity. We constantly analyse 

the financial data, looking at the return 

on investment and assessing our key 

performance indicators. As largely a 

volume-driven business, it’s important 

for us to understand how we use our 

resources and where we can divert these 

to generate greater profits.

We’re trying to find the right answers 
to the questions ‘the same for less; 
more for the same; much more for 
more?’ Part of this is about exploring 

new markets and deploying resource 

to match revenue opportunities, which 

involves a different attitude to risk.

The ability to influence people at 
different levels is a crucial part of my 
role. It is important that people hear 

you, that you understand their issues 

and that you demonstrate how you can 

help them. In other words, you have to 

be a good salesperson. But listening is 

also very important. 

Family is important to me. I try to make 

time to swim on a weekly basis with my 

daughter, which helps me relax.  AB

It is important 
that people hear 

you, that you 
understand their 

issues and that you 
demonstrate how 

you can help them

At university I studied 
economics and 
management. I had 

an analytical mind and 

ambitions to succeed, and 

realised that accountancy 

offered opportunities to 

suit both.

I began my ACCA studies while on 
maternity leave. While my university 

degree was very theory-based, the 

ACCA Qualification was totally 

different. It was very practice-

orientated and really prepared me well 

for work. In fact, I was promoted the 

day after passing my final exam. What 

I learnt then still helps me now, from 

financial analysis to efficiency ratios, 

and even business development.

After 14 years at Informa it was time to 
move on. Moving into my current role 

as a commercial operations director last 

October was a result of my commercially 

minded approach when I was in finance, 

where the main focus was on adding 

value to our division. 

38% 
of global executives still believe bribery 
and corrupt practices remain prevalent 
in business, despite US$11bn of financial 
penalties since 2012.
Source: EY  
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Brexit looks likely to restrict the 
large number of migrant workers 
who come to the UK from the EU

Ready for Brexodus?
In the fi nal article in our series on how UK businesses can prepare for Brexit, we look at 
skills migration and how to plan for a labour shortage

The EU migrant workforce in the UK 
makes a hefty contribution to the 
labour force. The roughly 2.4 million 
EU citizens from outside the UK who 
make a living here account for more 
than 7% of the overall workforce and 
outnumber non-EU workers by nearly 
2:1. A fi fth of small businesses have at 
least one EU citizen working for them, 
according to the Federation of Small 
Businesses (FSB).

But even these fi gures understate 

the reliance of some industries on EU 

workers. Agriculture, hotels, catering 

and manufacturing are all heavily 

dependent on the flow from the 

continent. For example, 12.6% of the 

construction labour force (the fi gure 

is 50% in London and the South East) 

originate from outside the UK, with 

recently joined EU member nations such 

as Romania accounting for 5.7% of the 

sector workforce.

Companies cannot predict what type 

of regime will follow Brexit. But this 

does not mean they have to sit on their 

hands and wait. Alison Hutton, leader 

of the global mobility team at Mazars 

Group, says: ‘It would be wise to brace 

for a more restricted supply of workers 

from overseas.’ She points out that net 

migration into the UK has already fallen 

by around a fi fth since the Brexit vote in 

June 2016, a sign that many EU workers 

are looking for jobs elsewhere.

Impact assessment
Companies that employ a signifi cant 

proportion of EU workers would be wise 

to undertake an impact assessment. This 

will help identify staff who may need 

guidance to continue to work in the UK 
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Brexit. ‘Even workers who are entitled to 

this status will have to apply, and many 

will need help from their employer. If 

companies want to reduce the risk of 

losing key workers, this is something 

they should not neglect.’ 

Smaller businesses are particularly 

dependent on mid-skilled workers 

from the EU in areas such as care, 

construction, bookkeeping and 

administration – 47% of all EU workers 

employed by smaller businesses fi ll 

mid-skilled roles, according to the FSB. 

‘The reliance on EU workers in this mid-

skilled area partly refl ects the historic 

weakness of the technical education 

system in the UK,’ says Sonali Parekh, 

head of policy at the FSB. ‘Keeping hold 

of these workers will be important for 

many smaller businesses.’

Businesses that have limited migration 

expertise in their HR departments, or 

no HR team at all, may need to develop 

this or seek external support. This will 

be especially important over the long 

term if the UK moves towards a visa-

and help management understand what 

the likely vacancies and skills gaps will 

be should a signifi cant number of their 

employees leave the UK. Nor is this 

an issue just for EU workers: the rights 

of non-EU workers might be affected 

by Brexit as previous working-visa 

arrangements with non-EU countries 

may also come into question.  

The UK government has been working 

to minimise disruption, announcing 

earlier this year that EU citizens in the 

UK will continue to enjoy the right 

to equal treatment for conditions of 

employment and work during the 

transition period between Brexit day on 

29 March 2019 and 31 December 2020. 

Employees – EU and non-EU alike – 

who have been in the UK for at least 

fi ve years qualify for permanent resident 

status. Furthermore, the UK government 

has guaranteed that EU citizens arriving 

before Brexit will be allowed to stay until 

they meet the fi ve-year yardstick and 

thus qualify to stay indefi nitely.

This doesn’t mean companies don’t 

need to act. First, many workers may 

need help in navigating the immigration 

process. ‘The UK is redesigning 

the immigration system with a new 

settled-status designation to replace 

permanent resident,’ explains Joe 

Owen, a senior researcher at the 

Institute for Government, who is leading 

the institute’s work into preparations for 

‘In the event of 
annual sector 

quotas, companies 
will need to get 

used to speaking 
up for their 

interests on a 
regular basis’

Resilience in doubt
The fi nancial services sector furnishes more than 3% of the UK’s total jobs, employing 

1.1 million people, accounts for 7% of total national output and contributes 11% of 

the total tax take. Yet a recent ACCA report on the Brexit impact on fi nancial services 

fi nds that fi nancial skills are at a premium. Despite limited resource capacity, many 

fi nancial services businesses are content with their Brexit-planning capabilities, 

with just over half of respondents rating themselves as ‘good’ or ‘very good’. 

Nevertheless, a signifi cant minority say their capabilities in meeting the Brexit risks 

and opportunities ahead are limited (14% rate their capabilities as poor), suggesting 

a lack of strategic change management expertise. For more, read the ACCA report 

Brexit impact on fi nancial services at bit.ly/ACCA-Brexit-FS.

Net numbers nosedive

Source: Offi ce for National Statistics
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Never too small to lobby
As ministers attempt to forge a set of post-Brexit rules that reconcile the desire of 

many UK citizens for curbs on immigration with the desire of UK businesses for free 

access to foreign workers, business can still influence the outcome. ‘Even modest-

sized companies can play a role in shaping the system and ensuring that it causes 

minimal disruption to their business model,’ says Joe Owen, a senior researcher at 

the Institute for Government.

The process is being guided by the Migration Advisory Committee, an 

independent public body that advises the government on migration issues. ‘If 

companies have concerns, this is one place they can make their voice heard in a way 

that can feed into government policy,’ says Owen. Other routes include contacting 

local MPs and participating in Home Office roundtable meetings. 

For SMEs, Owen recommends forming alliances with companies in the same sector 

or region and/or with similar interests. This may end up being an ongoing lobbying 

effort. ‘It is possible that the final outcome will be a system with quotas for various 

sectors that are updated annually,’ Owen says. ‘If so, companies will need to get 

used to speaking up for their interests on a regular basis.’

To lobby effectively, companies need to get used to marshalling the most 

compelling data and arguments, says Owen – something that companies with 

sufficient capacity would be wise to start developing now. SMEs with only a few 

workers can still make their voice heard through the Federation of Small Businesses, 

which has been actively lobbying on their behalf. 

Supporters of Brexit may argue that some transitional difficulties for businesses 

may be a price worth paying for boosting employment opportunities for UK citizens 

and increasing national control over immigration.

improve efficiency in sales, marketing 

and servicing client requests. ‘All 

businesses should have in place a 

great CRM system and contemporary 

communication tools including a good 

mailing house and/or online marketing 

tools,’ he adds. 

Training
Training also has an important role to 

play. Cross-training existing employees 

in different roles can lift productivity 

and reduce the need to add to the 

payroll. FSB spokesperson Alan Soady 

points to apprenticeships, ‘which have 

the potential to play a part in helping to 

plug the skills gap in small businesses.’ 

The mid-skilled roles occupied by 

so many EU migrants typically require 

specialist, sometimes technical, skills 

and training, which apprenticeships are 

based system for European workers. 

This may not be feasible for smaller 

businesses, with limited headcounts, 

although, according to the FSB, 95% 

of small businesses don’t recruit from 

outside the European Economic Area. 

‘This is generally more bureaucracy than 

more modestly sized firms can cope 

with,’ says Parekh.  

In any event, companies should 

prepare for a labour drought. Those 

that wait until shortages emerge could 

be forced to offer higher wages or scale 

back output or services. 

Technology
Companies in some industries cannot 

always rely on being able to attract 

a sufficient number of home-grown 

workers, says Hutton. Locals consider 

many positions unattractive for the 

work involved or the rates of pay. ‘One 

solution might be to step up investment 

in automation,’ she says. ‘I suspect that 

Brexit could provide a push towards 

greater automation in several sectors.’ 

Companies have traditionally 

responded to labour scarcity by 

seeking to boost productivity. For 

larger businesses, this may take the 

form of investing more heavily in 

robotics and artificial intelligence. 

Automation is already starting to take 

root in the labour-intensive construction 

sector, where EU workers play a 

prominent role. 

But there are plenty of labour-

saving technologies available to 

even the smallest business, says 

John Ashcroft, chief executive of Pro 

Manchester, which represents the 

business community in the North 

West. ‘A wide variety of software 

operations are available, especially in 

online accounting, invoicing, payment 

and debt management,’ he says. 

Companies can also turn to customer 

relationship management (CRM) 

technology, using data analysis to 

well suited to preparing individuals to 

perform, according to the FSB. 

The UK government recently 

introduced a scheme to boost 

apprenticeships, with a 0.5% training 

levy on businesses with wage bills over 

£3m a year. But many experts believe 

more will be needed to fill any gap 

left by a shrinkage in EU workers. The 

number of apprenticeships has fallen by 

about 40% in the six months since the 

levy was introduced, possibly because 

companies are rejigging current training 

to fit the system rather than boosting 

their training spend. But, however 

the apprenticeship system evolves, 

training – for large and small businesses 

alike – will be crucial to averting skills 

shortages if immigration is restricted. AB

Dijana Suljovic, journalist
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Too good to be true
Tangled logic, unintelligible formulas and stories of growth without capital investment 
– Rob Bayliss and Mark Robson warn of what to be wary about in financial forecasts

around and you realise that everything 

might not be in such great shape after 

all. Everything could be fine but when 

should you start to feel frightened?

Here are some things to watch out for 

in financial forecasts.

We’ve all been there. It’s the night 
before signing the big deal. The 
board is happy, the bank is happy, 
and even the lawyers are happy. 
You’re a finance director on top of 
the world; you and your team have 

burned the midnight oil and everything 
seems to be in great shape. 

Or is it? You decide to look again at 

those forecasts. You didn’t put them 

together and don’t know all the details. 

You open the model and start to dig 
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starting with assumptions clearly 

labelled and collected up in one place, 

where they can be easily identified and 

changed. You and your readers need to 

be able to follow the logic and if that 

logic flows in many tangles in many 

directions, who will have any faith that 

it works?

Long Excel formulas
We’ve all seen Excel files with formulas 

that stretch across three lines and are 

unintelligible to anyone, including 

the person who proudly created it. 

Building a forecast isn’t the time to 

show off how good your Excel skills are. 

Challenge yourself, or your team, to 

make your formulas as simple, rather 

than as complex, as possible. Take one 

small logic step at a time. Excel lines 

are cheap and you should usually use 

more of them.

Signs of an untidy mind
The list of things to be wary of could 

carry on for some time but here are a 

few more danger signs:

* Random colours and formatting 
throughout the spreadsheet. They 

may be meaningful to you but 

will anyone else understand the 

significance? Use too many colours 

and they lose their power.

* Formulas you can’t fill left to right. 

Trends that carry on forever
If you are reviewing someone else’s 

model, you can assume that the model’s 

growth rates, profit margins, working 

capital ratios and asset spending have 

been played with until the spreadsheet 

nicely churns out cash and repays debt. 

But is it realistic to conclude that these 

trends will continue forever?

No ability to stress-test
The model might ‘work’ – cashflows are 

fine, debt is paid down, key ratios are 

within their limits. But a valuable model 

provides insight into what happens 

if things shift: how far would the key 

inputs have to move before the picture 

changed? If your financial model doesn’t 

have easy-to-find boxes to flex key 

assumptions then you aren’t getting 

much to show for the blood and sweat 

that went into putting it together.

The devil is in the detail
Granularity is important: break your 

forecasts down. For instance, how much 

of your revenue is contracted in? Unless 

the reader can see the layers, they are 

unlikely to believe the total.

Forecasting underinvestment
Imagine a hardware chain that told you 

it could double sales without having 

to spend anything on its stores, or 

a distribution centre that kept adding 

volumes without adding physical space: 

growth costs money. Capital will be 

needed to keep the business expanding. 

Constraints on people or trucks or shops 

will mean you need more of them and 

will need to spend. Too often, forecasts 

miss this consistency of story. The model 

should include a few key ratios that talk 

about asset intensity or the utilisation of 

people or machinery.

Excel spaghetti
Forecasts should read from top to 

bottom and left to right like a book, 

The spreadsheet that forecasts five 

sets of 12 months, with an annual 

subtotal slotted between, is another 

warning sign. Each new year leads 

to a new formula, and each new 

formula leads to a greater risk of an 

error somewhere.

* Circular references. Excel can get 

so hung up on these that it stops 

calculating any file that you have 

open. Experienced modellers know 

how to manage circular logic without 

building circular references into 

formulas, so a circular reference 

rings instant alarm bells.

* Poor model notes or labelling. 

There is so much that needs to 

be explained in a model. Key 

calculation steps floating around 

with no narrative is a bad sign.

* Macros. Although these can be 

clever, they can also hide important 

things in ways impenetrable to 

the average reader, turning the 

model into a real ‘black box’. There 

probably isn’t much that your model 

needs them for. We’d expect an 

experienced modeller to think 

carefully before relying on them.

It’s all eminently fixable
None of the issues outlined above 

guarantees that there will be a 

modelling or forecasting error, but 

experienced modellers have been 

around the block enough times to 

know that if we see a model that has 

more than a few of these, we’re bound 

to encounter deeper problems, both 

with the numbers and the processes 

they should support. The issues above 

are our modelling equivalent of a 

canary in a coal mine. AB

Rob Bayliss and Mark Robson are 

part of a team at Grant Thornton UK 

that pulls together beautiful forecasts 

for clients who have important 

decisions to make

If your financial 
model doesn’t flex 
key assumptions, 
you aren’t getting 
much to show for 

the blood and sweat 
that went into 

putting it together
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Ramping up the tax take

 2011/12 2012/13 2013/14 2014/15 2015/16

Additional yield £24.3m £47m £85m £138.1m £248m

Source: HMRC

Nothing personal?
HMRC has enjoyed striking success in driving up the tax take through investigations 
and non-compliance campaigns, but SMEs have been hit harder than corporates

resulted in different tactics than the 

broad-brush approach often adopted in 

the past. One of the most successful has 

been HMRC’s taskforces, which carry out 

concentrated compliance campaigns in 

specific sectors and geographical areas 

where there is evidence of widespread 

tax evasion. 

Tax taskforces
Since 2011, HMRC has set up more than 

140 tax taskforces, looking into sectors 

and regions as diverse as taxi firms in 

Yorkshire, fast-food outlets in Scotland 

and businesses in the South East of 

England that have failed to submit 

statutory returns. The taskforces carry 

out unannounced visits to businesses 

and work closely with other departments 

to pool knowledge and expertise. 

The campaigns are heavily advertised 

on the assumption that businesses 

hearing of a concerted campaign 

against tax evasion in their sector, or 

learning of other businesses in the 

same sector being prosecuted, will be 

deterred from attempting evasion.

The taskforces have been highly 

successful in increasing the tax take, 

recovering more than a cumulative 

£500m in the first five years of their 

operation (see table). While, by their 

nature, the taskforces catch mostly 

smaller businesses in their net, it is 

arguable whether this is a conscious 

decision on the part of HMRC or a 

by-product of the compliance route it 

has chosen. HMRC has said that it does 

not specifically target SMEs and that 

its sector taskforces look at taxpayers 

across the scale, from individuals to 

large businesses.

Small and medium-sized businesses in 
the UK may be forgiven for beginning 
to feel slightly paranoid that someone 
is out to get them – and that someone 
is the taxman. Over the past few years, 
stories have appeared regularly in the 
business press highlighting the growing 
tax yield that HMRC is gathering from 
SMEs. More than one headline has 
suggested that HMRC has ‘SMEs in 
its sights’, on the basis that smaller 
companies are less likely – and less 
able – than larger companies to push 
back against tax investigations. 

But is this really the case? Let’s begin 

with the figures. According to UHY 

Hacker Young, HMRC collected an 

additional £474m in corporation tax 

from small firms as a result of avoidance 

investigations in 2016/17, a 5% increase 

on the previous year. The firm points 

out that additional corporation tax 

raised from investigations into large 

companies fell by 25% in 2016. 

Figures obtained by online finance 

platform Funding Options show a 21% 

rise in the number of attempts made by 

HMRC to shut down small businesses 

for unpaid taxes in 2017: 4,710 winding-

up petitions were sent out to business 

owners during the year, compared with 

3,906 in 2016 – a five-year high. 

And tax investigation specialist PfP 

says an extra £3.4bn in underpaid VAT 

Recent decisions 
have done nothing 

to dampen the 
suspicion that 

HMRC has SMEs 
squarely – and 

unfairly – in 
its sights

was collected by HMRC from small firms 

in the year to April 2017, accounting for 

49% of the entire additional tax take, 

compared with 45% the year before.

When all this is pulled together, it 

suggests a greater level of interest 

from HMRC in the tax affairs of SMEs. 

The question, though, is whether this 

focus is intentional or a consequence of 

HMRC’s new ways of working. 

The UK’s tax gap – the gulf between 

the tax that is due and the tax that 

is collected – has been a matter of 

concern for successive governments. In 

his spending review in 2010, the then 

chancellor, George Osborne, set a 

target to increase tax revenues by some 

£7bn a year through a concerted effort 

to tackle non-compliance. 

HMRC’s non-compliance efforts have 
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Businesses must register to take part 

in the card transaction programme, 

and last year a disclosure campaign 

launched by HMRC gave businesses the 

‘opportunity to bring their tax affairs up 

to date’ if they accept card payments. 

Grounds for suspicion
A number of recent decisions have 

done nothing to dampen the suspicion 

that HMRC has SMEs squarely – and 

unfairly – in its sights. 

In January this year, 

for example, HMRC 

stopped accepting 

payments of tax 

via personal credit 

card – an important 

payment option for 

small businesses, which 

may struggle to access 

loans, overdrafts and 

flexible funding. 

There are also concerns 

that HMRC campaigns 

can be overzealous. For 

example, research by 

Moore Stephens found 

that 53% of HMRC’s 

penalties against 

businesses 

There is no doubt that HMRC is more 

organised than before. In 2016 its local 

compliance unit, which was responsible 

for managing non-compliance by SMEs, 

was split into two separate directorates: 

* Wealthy and Mid-Sized Business 

Compliance 

* Individuals and Small Business 

Compliance. 

Better IT systems and use of data 

has also helped to improve HMRC’s 

compliance performance. A card 

transaction programme, for example, 

which was introduced in 2013, has 

allowed HMRC to 

broaden its investigations 

to include more non-cash 

businesses by monitoring 

payments made to 

businesses by credit and 

debit card. HMRC 

then cross-

references this 

data with its 

own database 

to look for 

discrepancies 

between revenue 

collected 

and revenue 

disclosed 

through a 

tax return. 

for late VAT filings or payments were 

overturned last year – 8,288 of the 

15,664 internal review cases held were 

overturned. Some SMEs have good 

reasons for paying VAT late, but HMRC, 

says Moore Stephens, has a ‘guilty 

until proven innocent’ approach, hence 

the large number of cases that are 

subsequently overturned.

Overall, HMRC collected £28.9bn 

through all its compliance activities in 

2016 – 40% more than in 2011. As its 

compliance methods and access to data 

and analytics improves, more smaller 

companies will inevitably be caught in 

its net. Winding-up orders are still 

relatively unusual (and a last 

resort), but HMRC has other 

weapons in its armoury – 

from hefty fines to the 

power to seize business 

assets. Its compliance 

methods are more 

sophisticated than 

ever, and that means 

that SMEs have nowhere 

to hide. AB

Liz Fisher, journalist

23June 2018 Accounting and Business

UK_YCORP_HMRC.indd   23 10/05/2018   15:04



Gap analysis
The information gleaned from the government’s pay gap reporting requirements 
indicates the extent of inequality but doesn’t offer insights into why the gap exists

The results from the first round of 
mandatory gender pay gap reporting 
are now out. Neither the process nor 
the results seem to have gone well. 

Just over 10,000 companies reported 

on time  – 1,000 on the last day – and 

1,500 missed the deadline. The UK 

officially now has (for companies of 250 

employees or more) a national median 

gender pay gap of 18.4%. More than 

three-quarters (78%) of companies pay 

men more and there is not a single sector 

where women earn more than men, 

although some companies reported 

a statistically surprising gap (0% for 

both the mean and the median seems 

curious). The profession with probably 

the most female graduates – teaching – 

is one of the worst offenders. 

It is now possible, using tools on the 

government’s website and elsewhere, to 

enter the name of a company and get 

information on its gender pay gap. With 

a lot of data on a lot of companies, both 

public and private, can the government 

consider this exercise a success, making 

significant strides towards workplace 

equality in the age of #metoo?

Insight or no insight?
Minister for Women Victoria Atkins 

thinks so. In a statement to parliament, 

she said: ‘These new regulations have 

shone a light on the injustice that has 

existed for too long and created a new 

conversation.’ Kate Andrews at the 

Institute of Economic Affairs disagrees. 

Despite the influx of new data, ‘the 

government’s new pay gap reporting 

measures fail to provide any meaningful 

insight into equal or fair pay for men and 

women,’ she wrote. So who is right?

In the government’s corner is Sucheta 

Nadkarni, director of the Wo+Men’s 

Leadership Centre at Cambridge’s Judge 

Business School. For Nadkarni, despite 

obvious flaws, the data is ‘a useful first 

step in taking broad stock of the gravity 

of this issue across different organisations 

and industries’. In other words, now we 

know the general size and shape of the 

problem, we can start to narrow towards 

solutions. But for Andrews, the flaws in 

the data not only outweigh its usefulness 

but also provide a potentially misleading 

picture that may skew employment 

incentives – such as encouraging 

companies to prioritise hiring men into 

lower paid positions. Clearly, this isn’t 

what the government was aiming for.

It’s certainly true that the data is not as 

useful as it might be. Most importantly, 

it does not offer insight into pay for 

equal work – there is no information on 

whether men are paid more for doing 

comparable work to women. Part-time 

and full-time workers are also lumped 

together. This is problematic because 

part-time workers are paid less and are 

more likely to be women. You could 

argue that lumping part- and full-time 

workers together doesn’t conceal 

anything but shows there are structural 

discrimination problems elsewhere  

– a gender ‘care’ gap, if you like.

Julian Jessop, chief economist at the 

Institute of Economics, says the pay 

gap reporting ‘is not fit for purpose’ 

and does not seek to isolate areas of 

structural discrimination 

– such as availability 

of childcare – that is 

holding women back. 

If the government 

will insist on 

companies 
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two-thirds of the reasons why men are 

paid more than women, but the data the 

government has asked for as part of the 

new mandatory reporting requirements 

doesn’t give that insight.

The ONS says that it would be 

useful to add ‘information on family 

structures, education and career breaks’: 

how many years a person spent in 

school, what caring responsibilities 

they have, how many children they 

have and what age the children are – 

all much richer data than the soup of 

fairly general numbers the government 

has asked for. More data on more 

detailed areas would help to reveal 

the – likely many – strands of structural 

discrimination so that they can be 

addressed at source. 

The ultimate test of usefulness is 

whether the data the government 

asks companies for holds the answer 

to closing the gap. So far, this doesn’t 

seem to be the case; it appears only to 

tell us things we already know.

Gathering rich data is much 

easier than it used to be, as is cross-

referencing that data with the many 

other sources of information that the 

reporting on these terms, he says, 

gender pay gap reporting should be 

‘rolled back’ to ‘cut the compliance 

burden and discourage short-term 

measures to manipulate the data’.

One of most interesting takes on 

gender pay gap reporting came well 

before the deadline, in January, from the 

Office for National Statistics (ONS). Its 

paper, Understanding the Gender Pay 
Gap in the UK, uses data from the 2017 
Annual Survey of Hours and Earnings to 

model various characteristics of working 

life that affect pay, including age, 

tenure, occupation, sector and region. 

A decomposition analysis of that data 

revealed: ‘Of the difference between 

the log of men’s and women’s earnings, 

36.1% can be explained by the difference 

in characteristics included in the model.’ 

The ONS modelling used more detailed 

characteristics than the 

government’s slightly 

cruder reporting 

requirements. 

The ONS report 

indicates 

that we 

don’t know 

government collects about people 

throughout their lifetimes. 

We know that, from a strictly 

technical perspective, more equal 

companies are more successful. 

It could, therefore, be the role 

of influential shareholders 

to press companies to 

investigate thoroughly 

where the other two-thirds 

of their pay gap arise 

and ask them what they 

plan to do next. AB

Felicity Hawksley, 

journalist

It would be useful 
to add detail on 

family structures, 
education and 

career breaks – 
richer data than 
the government 

has asked for
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Crowd-pleasers
If crowdfunding platforms aren’t being sufficiently rigorous with the information they 
give to investors, should we regulate them more strictly or just improve enforcement?

properly applied could solve many of 

the apparent problems. 

Under current FCA regulations, retail 

investors (excluding sophisticated and 

high net worth individuals) can invest 

10% of their investable assets (excluding 

house, pension and life insurance) into 

equity crowdfunding. Tall describes this 

as ‘a tickbox exercise’, adding: ‘The 

authorised person [the platform] has no 

obligation to confirm the investor is not 

A one-page document filed at 
Companies House in the middle 
of April 2018 marked the end of 
Sustainable Power, when shareholders 
of the company, which had raised 
£1.8m in 2014 through crowdfunding, 
voted for a voluntary liquidation. 
After the business – which designed 
highly efficient boilers – ran into 
difficulties, investors claimed that it had 
exaggerated commercial interest. 

Such stories raise the risk of giving 

internet-based crowdfunding platforms 

a bad name, with inevitable calls for 

better – ie tougher – regulation from the 

Financial Conduct Authority (FCA) and 

the European Commission. 

Lawyer Richard Tall, corporate partner 

at Faegre Baker Daniels, says that what 

the crowdfunding platform sector needs 

is good practice to drive out the poor. 

He believes that existing regulation 
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promotion under section 21 of the 

Financial Services and Markets Act 

2000. Under section 21, an authorised 

person – in this case, the crowdfunding 

platform – must ensure the fundraising 

information is fair, clear and not 

misleading. ‘The regulatory system 

would not need to change if the 

crowdfunding platform were doing what 

it was meant to be doing,’ says Tall. 

‘Fair, clear and not misleading means 

scratching the surface of the offering 

company and saying, yes, we have 

checked it out to a degree.’

This is happening. For instance, the 

Crowdcube platform’s due diligence 

charter says Crowdcube ‘approves 

every pitch on the platform to ensure it 

is fair, clear and not misleading’. And it 

promises to act with integrity, diligence 

and transparency. It also sets out the 

due diligence that it performs pre-live, 

during the live pitch and post-funding. 

That addresses Tall’s point that it is 

not enough for crowdfunding platforms 

to rely on standard-form risk factors 

that state no due diligence has been 

performed. Tall says: ‘The FCA needs to 

make it clear to the platforms that where 

there is not a lot of public information 

available, it is incumbent on them to 

disclose what is going on.’

He is clear on next steps: ‘If I were 

the regulator, I would issue some 

investing more than 10%. They just tick 

that box and that gives them access to 

crowdfunding sites.’

Julia Groves, partner and head of 

crowdfunding at investment manager 

Downing, says a distinction must be 

made between ‘wildly different’ types 

of crowdfunding – debt and equity. 

‘Lending accounted for 90% of the 

UK crowdfunding market in 2016,’ she 

points out, ‘and here more bank-style 

due diligence can be done, with assets 

to value, cover ratios to test and, in 

some cases, security on offer.

‘Equity is for earlier-stage businesses; 

the vast majority raise cash under EIS 

[the Enterprise Investment Scheme tax 

break], and statistically we know the 

majority will fail.’ She says little due 

diligence can be done, as the startups 

are often pre-profit, sometimes even 

pre-revenue. ‘These companies have 

a limited track record, few assets and 

can be hard to value, and as a result 

there is not much due diligence that any 

financial adviser could do.’

Far end of the risk spectrum
Due diligence in equity focuses on 

management team, sector, product and 

intellectual property. John Auckland is 

founder of TribeFirst, a crowdfunding 

communications agency that has 

helped raise £4m for over 20 companies 

on different platforms. He says: 

‘Crowdfunding shouldn’t be trying to 

act like an entry-level IPO [initial public 

offering], because it’s at the far end of 

the risk spectrum, outstripped perhaps 

only by gambling. I would much rather 

time and effort went into educating 

investors and ensuring they are aware 

of the risks while still being sure the 

obvious scams and cons are picked up.’

On the other side of the equation is 

the company seeking to raise finance. 

Corporate communication – the 

information that is published on the 

crowdfunding platform – is a financial 

guidance on what is expected within 

the framework of existing rules. If the 

industry does not want to play ball, then 

issue new rules.’

The FCA says: ‘We want a sector that 

can innovate, compete and challenge 

established firms and business 

models without putting consumers 

at unacceptable risk. We will finalise 

the proposed new rules and publish 

them for consultation in 2018.’ And the 

European Commission has recently 

promised to help boost the market 

by setting up a passporting scheme 

to protect investors with shared rules 

covering disclosure, risk management 

and coherent supervision. How that will 

impact the UK post-Brexit is unknown. 

The industry would fight heavy 

regulation. A Crowdcube spokesperson 

says: ‘While we welcome the FCA’s 

ongoing scheduled review, we believe 

existing regulation strikes the right 

balance between investor protection 

and supporting a vital source of 

investment for the UK’s vibrant SME 

market.’ There is a fear that adding to 

the costs of raising capital would reduce 

to a trickle the flow of companies that 

can raise funds this way, stifling the UK 

startup scene. 

‘If you want a more regulated 

investment, invest in listed companies,’ 

says Auckland, adding: ‘If an investor 

dislikes the limited disclosure and light-

touch due diligence approach inherent in 

crowdfunding, perhaps it’s not the right 

asset class for them to be investing in.’ 

For Groves the key is transparency 

and regulation. She says: ‘The first rule 

of regulation is disclosure. If we don’t 

do enough to satisfy the regulators, we 

are going to end up being restricted on 

who can invest in what. Platforms have 

a responsibility to provide the level of 

disclosure that allows investors and their 

advisers to assess risk and return.’ AB

Peter Williams, journalist

‘If you want a 
more regulated 

investment, 
invest in listed 

companies’
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‘Component 
audits’, technical 

and unfashionable 
as they are, could 

provide the wedge 
to keep open choice 

and competition

Grasping the audit prize 
What is the solution to the perennial problem of quoted companies and PIEs always 
opting for Big Four auditors? Peter Williams hunts for a viable answer

go through the reality of audit, working 

with market structures using existing 

audit tools. 

Large businesses could be required 

by regulators to use non-Big Four 

firms as component auditors. A long-

standing, long-accepted concept, the 

component auditor is engaged to work 

on ‘components’ – parts of – the group 

audit. Components, technical and 

unfashionable as they are, could provide 

the wedge to keep open – and even 

increase – choice and competition.

Rules could ensure component 

auditors got a decent percentage of 

the business – which could increase 

over time (this could be defined by a 

combination of turnover, profit, legal 

entity or business division).

Audit committees would be relieved 

of responsibility for appointing non-Big 

Four; smaller audit firms would show 

themselves competent and would win 

work; and regulators could gain comfort 

that capital markets weren’t standing on 

a small, isolated assurance base.

Objectors may suggest costs would 

rise to facilitate planning, improve inter-

firm communication and calm increased 

concerns over quality. But these risks 

should not be any greater than with 

present intra-firm arrangements.

Component auditors offer a 

minimally-invasive solution to those 

seeking to improve the sclerotic audit 

market. Unlike the Bear Hunt family – 

who run away when they actually find a 

bear – some courage may be required 

to grasp the prize. AB

Peter Williams is an accountant 

and journalist

In the popular children’s book We’re 
Going on a Bear Hunt, whenever the 
children reach an obstacle – such as a 
deep, cold river or thick, oozy mud – 
up goes the chant: ‘We can’t go over 
it, we can’t go under it, we’ve got to 
go through it!’ 

City regulators could take a lesson 

from Bear Hunt as they look nervously 

at the state of the audit market. Despite 

audit rotation and ever-tighter rules on 

providing non-audit work, the Big Four’s 

vice-like grip on the quoted company 

and PIE (public interest entity) market 

remains unwavering (see also page 64). 

MPs scrutinising the collapse of 

Carillion perceive a cosy club of the Big 

Four parcelling out big goodies among 

themselves while neglecting the public 

interest. The headline-grabbing option 

to end that neglect is to break up the Big 

Four. A cursory glance suggests this is a 

non-starter: the firms went from the Big 

Eight via merger (and Arthur Andersen’s 

collapse) to the Big Four decades ago 

and turning back the clock won’t work.

How would it be done? Split off the 

audit arms from the rest of the business; 

but how would having four big utility 

auditors help? Or break up the firms 

by geography or specialism? That 

would hobble them and do nothing for 

stakeholders – years of legal challenge 

would ensue before achieving a goal 

not worth the fight.

One path has already been trodden: 

to allow businesses to choose the 

non-Big Four. But the experience of 

audit rotation to date proves audit 

committees simply won’t take the risk. 

Going over the legal structure or under 

the geographical reach is futile. But let’s 
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Raise the issues

Contact us with your concerns at 
abeditor@accaglobal.com

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

all the usual valuation tricks. To do this, 

investors want to see a business ‘through 

management’s eyes’ – its business 

model, underlying growth rates, anything 

that helps to hone those assumptions.

So, frustrating though it may be for 

the profession, investors might not be as 

contradictory as they seem.

QDo you think the new insurance 
standard works?

A In all honesty, I don’t know. While 

conceptually, I understand what the 

IASB is trying to do, in practice, will it 

deliver the information investors need? I 

am cautiously optimistic but I don’t think 

we’ll know for certain until we have a 

bunch of reports in front of us.

However, in the absence of a unifying 

standard, the global insurance industry 

is basically a no-go area for vast 

swathes of investors. There are simply 

not enough hours in the day for an 

international portfolio manager to wade 

through the rules that govern each 

territory’s reporting. So for the sake of 

happy capital markets, I hope that, as 

implementation approaches, all involved 

will have a good huddle to make the 

disclosures as useful as they can be (see 

also Jane Fuller, AB, May 2018). AB

Alison Thomas is a consultant

Q What do you think about 
stakeholder reporting?

A Do you mean reporting 

to investors about your 

management of, or reputation with, 

key stakeholders? Or are you more 

interested in communicating with 

various stakeholder groups? Actually, 

either way, I think it a good idea.

Investors need to understand if your 

business model is in place. If managing 

key stakeholder groups is part of the 

game plan – and unless you operate 

on the moon, it will be – then providing 

insight into the health of those 

relationships gives confidence in the 

sustainability of your performance.  

Similarly, having open lines of 

communication with key stakeholder 

groups is a sensible idea too. It helps 

them to understand where you’re 

heading and how they can join the 

ride. It can reassure them about your 

financial strength and give them the 

confidence they need to commit 

resources to your relationship.

But please don’t think this means that 

you should communicate with everyone 

through the annual report. Cramming 

all stakeholder communications into 

one report will either create a monster 

document that no one can bench-press, 

or one that will touch on everything but 

explain absolutely nothing.  

So although some employees, 

suppliers and maybe even customers 

will find your report and accounts 

helpful, don’t think that’s stakeholder 

reporting all sewn up. Tailored 

communication makes all the difference. 

What’s important to each group? Listen, 

then communicate accordingly. 

In the absence 
of a unifying 

standard, the 
global insurance 

industry is basically 
a no-go area for 
vast swathes of 

investors

QIn one breath, investors say 
they want comparable financial 

data. In the next, they bleat on about 
‘through management’s eyes’. How can 
I reconcile those demands?

AIt does seem like having one’s 

cake and eating it, but in this case 

I think the investors are right, and it is 

the accountants who need to adapt. 

Professional investors are typically paid 

to create portfolios that meet certain 

predefined risk and return objectives – 

aggressive growth, value and the like. 

To find companies that fit the bill, they 

usually start by screening the investable 

universe (often many thousands of 

stocks) using financial metrics that reflect 

their portfolio goals. So, for value names, 

they may screen using price-to-book or 

cashflow, or enterprise value to EBITDA)

To screen a universe of stocks like that, 

you need comparable data. Screening 

produces a buy-list of contenders for 

inclusion in the portfolio. This is when 

the sleeve-rolling begins: when investors 

build models, see how sensitive those 

models are to changes in key variables – 

Beyond GAAP

Watch investor John Kattar talking 
about alternative performance 
measures at bit.ly/AB-Kattar5
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Talking past each other
Be in no doubt that users of annual reports do really care about them, but they would 
like less boilerplate and the numbers to tally between front and back, says Jane Fuller

said he sometimes hunted in vain for a 

pound sign in a sea of text. A good, or 

rather bad, example lies in the so-far 

disappointing viability statements. Too 

often they lack quantifiable information 

about company-specific ‘what ifs?’

Numbers in the front half should 

tally with those in the back. Some 

cashflow statements start with a number 

that comes at you out of the blue, 

for instance. As for the gap between 

adjusted profits and the IFRS figures, 

the directors who notionally write the 

report should tell us upfront what has 

been counted out, and provide a full 

justification in the financial review. 

After all, the chief executive’s bonus 

is probably tied to the adjusted (often 

much higher) number.

Sections that are ripe for an editor’s 

red pen include those on governance 

and remuneration. On business 

models, adherence to the integrated 

reporting framework can help but too 

often results in either duplication or 

unnecessary complexity. Principal risks 

should be prioritised and shorn of all 

boilerplate language.

Clearly I could go on – and it is hoped 

that this group of users will indeed do 

so in meetings with finance directors 

and other corporate leaders. AB

Jane Fuller is a fellow of CFA UK 

and serves on the Audit and 

Assurance Council of the Financial 

Reporting Council

If any company directors think that 
users of accounts don’t care about 
annual reports, they should have sat 
in on a meeting I attended recently 
with representatives of institutional 
and retail shareholders, and financial 
analysts. They do. 

But while most of their needs for 

financial information are met in the 

‘back half’ of the annual report, thanks 

to IFRS Standards, they are less happy 

with the mushrooming of pages in 

the ‘front half’ – or, more likely, the 

front two-thirds.

The sad thing is that companies are 

trying hard to satisfy all the audiences 

that they think – and that UK and 

EU regulators tell them – have to be 

served by a document designed to 

report to the owners of the business 

and, by natural extension, other capital 

providers such as lenders.

The result is a lot more verbiage than 

is necessary and a dilution of purpose. 

The annual report should tell us what 

the company set out to do during the 

year, whether or not it achieved it, and if 

it had to change tack. 

This does not mean environmental, 

social and governance issues are 

irrelevant. On the contrary: an 

increasing number of investors are 

paying attention to them. But they 

do so in the context of risks that the 

company faces (reputational as well 

as operational), whether it is well run 

(having women at the top is an antidote 

to groupthink) and whether natural and 

intellectual assets have been enhanced 

or depleted. 

They like numbers, even in these ‘non-

financial’ areas. One discussant ruefully 

Companies 
are trying hard 

to satisfy all 
audiences. The 

result is a lot more 
verbiage than 

necessary and a 
dilution of purpose

Telling it how it is

Watch investor John Kattar explain 
what investors want from corporate 
reports, at bit.ly/AB-Kattar1
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Leading together
Leo Lee celebrates the two-year anniversary of the alliance between ACCA and 
Chartered Accountants ANZ and the many benefits it has brought to members

For those of you who can attend, the 

World Congress will be an excellent 

opportunity to come together with 

CA ANZ, to take stock of the things that 

we have achieved so far and to think 

about where we can go next.

It’s our global connectivity that helps 

us to lead and shape the profession, and 

I am excited to see where this strategic 

alliance takes us next. AB

Leo Lee FCCA is retired, but 

formerly held various roles at the 

Securities and Futures Commission of 

Hong Kong and is past president of 

ACCA Hong Kong

This month marks two years of the 
strategic alliance between ACCA and 
CA ANZ. How the time has flown.

When we first came together in 2016, 

I remember the excitement I felt about 

this strengthened relationship – as 

someone from the Asia Pacific region, 

I was enthusiastic about the many 

ways that ACCA and CA ANZ could 

collaborate in this region, and the 

benefits that this provided to members 

around the world.

In the months since, and particularly 

in my time so far as president, I have 

witnessed these benefits in action. It has 

been so satisfying to see members from 

ACCA and CA ANZ coming together for 

discussions, events and projects.

Our members have formed networks 

and connections, our bodies have 

been working together on new and 

thought-provoking pieces of research, 

and I have joined my counterpart Jane 

Stanton from CA ANZ in presenting a 

unified voice to key stakeholders on 

issues important to the future of the 

global profession.

We now work together on Accountancy 
Futures, a twice-yearly magazine that 

looks at critical issues facing tomorrow’s 

finance professionals, and showcases 

the research and insights research work 

carried out by both bodies. The latest 

edition came out recently and you 

can find it at accaglobal.com/alliance. 

Together, we are able to lead the way as 

the global accountancy profession faces 

the many challenges and opportunities 

of a rapidly changing world.

It is particularly fitting that this year’s 

World Congress of Accountants will be 

in Sydney, Australia, in November. I can’t 

think of a better setting to bring our 

members together, with ACCA as a gold 

sponsor and CA ANZ as co-host. CPA 

Australia is the other co-host. And with a 

conference theme of ‘Global Challenges/

Global Leaders’, I think we will have 

plenty of insights and experiences to 

share with delegates. 

We will be taking this opportunity 

to present some joint research into 

the technological advances most 

likely to disrupt the profession in the 

coming years. There will also be special 

opportunities for ACCA members – 

see the back page of this edition and 

accaglobal.com/wcoa for more.
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Artistic licence

Hear Robert Bruce’s podcast on 
balancing arts and science interests at  
accaglobal.com/ab/podcasts

STEM-ing the tide
The UK’s growing preoccupation with STEM subjects should not come at the expense 
of the arts – and continued diversity across the economy, says Robert Bruce

to appear progressive insisted that 

the nation’s sluggish economy could 

only be reformed if the life scientific 

could triumph.

A battleground of two cultures was 

defined. Those with a background in 

humanities, it was said, held back the 

thinking of those with a background 

in science. People with arts degrees 

wandered lonely as a cloud, whereas 

those from the rigour of science could 

take part in what incoming prime 

minister Harold Wilson in 1964 referred 

to as ‘the white heat of technology’. 

Neither side triumphed. But the 

arguments continue. And the culture 

seems unchanged. A great scientist dies 

and attracts tributes that would rival a 

demi-god of the rock world. But at the 

same time most bright folk would say 

they had never got beyond the first 

few pages of Stephen Hawking’s Brief 
History of Time. 

And there is another underlying 

reason for the disparity that leads to 

a lack of diversity. Money has come to 

dominate the popular arguments over 

what people should study at university. 

Politicians tend to see what has become 

known as STEM – science, technology, 

engineering and mathematics – as 

where resources should go. And they try 

to nudge the world in that direction by 

financial means. 

So it comes as no surprise to hear the 

Creative Industries Federation reporting 

that last year the entries for GCSEs in 

It’s a paradox of our times that the 
more the business world asserts that 
diversity is what makes everything 
flourish, the more narrow-minded 
it becomes. 

It is partly the effect of the current 

use of technology. The digital world has 

concentrated everyone on drilling down 

narrow routes to the richness of specific 

information and views. And at the same 

time, this process, which elsewhere in 

business would be disparaged as silo 

vision, becomes the norm. 

The internet is the wonder of our 

times. But its nature encourages people 

to seek only specifics. The traditional 

format of a broadsheet newspaper 

allowed space for the eye to roam and 

notice entirely unexpected connections.

The internet provides a richness of 

information and news but it is viewed 

down a blinkered lens. A worldview that 

takes in the sheer diversity of what is 

happening all around us is much harder 

to achieve. And this is why the eagerly 

sought culture of diversity, of people 

and ideas, is so hard to bring to fruition. 

People do like to pigeonhole, which 

is the enemy of diversity. Back they 

come every time to whichever old 

cliché they prefer. Years ago, one of 

the accountancy bodies decided to 

hold an evening of chamber music in 

the hope that it might shift outside 

perceptions of accountants. I asked the 

chief executive why he had chosen the 

type of music to be played. ‘Mozart’, 

he said. ‘Accountants love Mozart. His 

music is all about maths.’ We were 

back to the cultural arguments that 

were prominent in the immediate 

post-war era. Then, people who wanted 

Money has come 
to dominate the 

popular arguments 
over what people 

should study at 
university 
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Diversity: survive and thrive
This is one of the conclusions of the ACCA report on corporate governance, Tenets 
of good corporate governance: ‘If a business makes a deliberate effort to be a part 

of the society it operates within, it will increase its chance of surviving and, better still, 

thriving. This should be relevant for any businesses, irrespective of the place where 

they operate, or business type or size. Furthermore, they are more likely to attract 

investments which, for the most part, look for businesses that will create value on a 

sustainable basis and attract the best employees’. See next month’s AB for more.

The Rockefeller art collection 
auctioned off at Christie’s New 
York in May fetched £611m.

however you measure it, a huge part of 

the economy. But the money that fl oods 

into the art world, like the recent auctions 

of the Rockefeller collection, comes from 

Asia, and a global marketplace. And the 

embedding of the arts in UK culture is 

being actively cut back. It still suffers from 

creative subjects fell by 47,000. It also 

becomes a focus for arguments about 

relative remuneration. Emolument, a 

consultancy, produces fi gures that show 

that a science graduate earns the higher 

salary at the outset of their post-degree 

career, but that 15 years down the line 

the arts graduates have overtaken them.  

There is no doubt about the need to 

encourage diversity as the way to future 

prosperity. ACCA’s recent report Tenets 
of good corporate governance makes 

that plain. The UK is a creative place, 

a world leader in the arts. The arts is, 

the rather amorphous image of the arts 

as somehow not really being an industry. 

We need to see the whole picture, and 

then bid a lot of money for it. AB

Robert Bruce is an accountancy 

commentator and journalist
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More information

Download the report The Financial 
Complexity Index 2018: Meeting the global 
challenge of local accounting and tax 
compliance at tmf-group.com/FCI2018
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Complex compliance 
A study of 94 jurisdictions ranks the Cayman Islands as the most straightforward for 
businesses to achieve fi nancial compliance and China as the most complex 

The world’s toughest 
Ease of compliance is a key factor when 

setting up a business overseas. TMI Group’s 

Financial Complexity Index 2018 puts China 

in the unwanted top-of-the-table spot for 

complexity, although Hong Kong was ranked 

91st out of the 94 jurisdictions covered. The 

Cayman Islands was ranked least complex, 

followed by fellow offshore locations the 

British Virgin Islands and Jersey.

Complexity basket by region
TMF Group’s experts were asked to rank in order of importance the 

following areas of complexity that would face an international company 

when setting up in their local market.

Four pillars of complexity
The survey covered 50 jurisdictions in EMEA, 25 in the Americas and 

19 in Asia Pacifi c. The complexity ratings covered elements such as 

accounting and tax regulations, fi nancial reporting requirements, 

VAT and corporate income tax registrations, the risks associated 

with non-compliance, and the impact of technology on compliance, 

aggregated into the four overarching parameters listed in the graphic.

Most and least complex by each complexity parameter

Top 10 most complex jurisdictions for 
accounting and tax compliance
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Cup that runneth over
The team that wins the 2018 World Cup will receive US$38m in prize money after Fifa boosted 

the prize payouts to record levels. A total prize money pool of US$400m represents a 12% 

increase on the US$358m paid out to teams in 2014, when winners Germany received US$35m.

The money is paid to each nation’s football association, which in turn will have negotiated 

financial agreements with their own players connected to appearance fees, success-related 

pay, sponsorships and commercial activities.

Gianni Infantino says the prize money increase represents ‘a positive sign in terms of the 

healthy financial situation of Fifa’, despite the organisation’s ongoing losses.

Each competing team is being paid US$1.5m to cover their tournament preparation costs. 

Once in Russia, each of the 32 teams is guaranteed a participation fee of US$8m. Progressing 

to the first knockout stage boosts that to US$12m, while a quarter-final finish is worth US$16m.

The two teams competing in the play-off for third place will share US$46m, with the victor 

taking home US$24m. The beaten team in the tournament final can console themselves with a 

US$28m prize payout – a US$3m advance on Argentina’s prize money as beaten 2014 finalists.

Russian roulette
The World Cup is a money-spinner for Fifa, but scandal and politics threaten to 
scupper the football governing body’s bonanza from this month’s tournament in Russia

Fifa’s decision to award Russia the 2018 World Cup 
has the potential to hit football’s governing body 
where it hurts the most – in the pocket. When the 

tournament kicks off in Moscow on 14 June, it is hoped 
that the excitement of the event will 
overshadow problems off the pitch 
that could make the tournament a 
major financial and PR headache.

High-profile names Castrol and 

Johnson & Johnson pulled out of 

sponsoring an event that has been 

tainted since Fifa’s controversial 

2010 award of the 2018 and 2022 

tournaments to Russia and Qatar 

respectively. Sony and Emirates 

decided not to renew their contracts 

when they expired at the end of the 

tournament in Brazil in 2014.

Claims of state-sponsored doping 

in Russia and the diplomatic rift 

with the West have contributed to a toxic mix that has put 

off a number of potential sponsors. Many senior dignitaries 

from the West will not be attending, leaving well-connected 

Russian businessmen, many of whom helped build the 

tournament infrastructure, to enjoy the event. To compound 

the commercial difficulties, the US failed to qualify for the 

tournament. Sports industry analysts say that Western business 

groups are also looking to avoid the potential reputational 

damage of being associated with a 

scandal-hit organisation.

Fifa has been striving to restore 

its reputation following the scandals 

associated with the reign of its 

former president Sepp Blatter. But 

for now at least, Fifa’s brand remains 

toxic, with court cases in New York 

last year presenting a picture of 

widespread bribery and corruption.

As Accounting and Business 
went to press, Fifa had filled only 

14 of the total 34 sponsorship slots 

available, although 12 of the 14 

slots in the top two sponsorship 

tiers (the most lucrative) had gone. 

Adidas, Coca-Cola, Gazprom, Qatar Airways and Visa figure 

among the seven takers to date of the eight top-tier slots, and 

Budweiser and McDonald’s are among the five takers of the six 

second-tier slots. The third and lowest tier of sponsorship has 

In previous 
tournaments, 

the vast majority 
of advertisers 

have been signed 
up at least 18 

months before 
the first match
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Fifa’s finances
According to its latest accounts (for the 2017 financial year), 

Fifa reported a net loss of US$192m. Total revenue for the 

2015-18 financial period is forecast to be US$5,656m – a rise of 

5% on the previous cycle – and 98% of total budgeted revenue 

for the financial cycle has been contracted. 

The sale of television broadcasting rights represents the 

biggest source of revenue (53%), followed by marketing rights 

(26%), and hospitality rights and ticketing (10%).

In line with IFRS 15, Revenue from Contracts with Customers, 

US$614m was recognised as the annual revenue for 2017, up 

from US$544m in 2015 and US$502m in 2016.

Unlike previous accounting practices, IFRS 15 leads to a 

later pattern of revenue recognition because the main driver 

of Fifa’s revenue – the World Cup – takes place at the end of 

each four-year cycle.

most absentees. In previous tournaments, the vast majority of 

advertisers have been signed up at least 18 months before the 

first match.

The US$2.6bn profit generated by the World Cup in Brazil 

cemented Fifa’s position as one of the wealthiest governing 

bodies in world sport. Income for the 2014 tournament 

included US$2.4bn in TV rights fees, US$1.6bn in sponsorship 

and US$527m in ticket sales.

But Fifa believes it is getting back on track. On the 

publication of its 2017 financial year report, its president, 

Gianni Infantino, declared: ‘We had committed to restoring 

trust in the organisation and boosting investments for the 

development of football worldwide. This is now a reality. 

Today, Fifa’s financial situation is very solid thanks to the 

growing interest from our partners.’

While the chances of Fifa making 2014-scale returns on 

this year’s World Cup seem remote, the body has secured 
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World Cup 2018 in numbers

64
Number of games to be 

played in 32 days

1930
First tournament (Uruguay)

Number of stadiums hosting matches

32
Number of

teams competing

3.2bn
Total at-home 

audience for 2014 
tournament

Tournament with highest total 
attendance (US, 1994)

Most tournaments a player has played 
in (Antonio Carbajal, Mexico, 1950-66; 
and Lothar Matthäus, Germany, 1982-98)

12 
Most goals in 
a tournament 

match 
(Austria 7-5 
Switzerland, 

1954)

Most goals scored 
by a player at a 

tournament (Miroslav 
Klose, Germany)

Most World 
Cup wins 

(Brazil)

3,568,567

5

16

5

12

crucial fi nancial backing and support from several Chinese 

companies. Smartphone maker Vivo has agreed a deal said to 

be worth around €65m a year to sponsor Fifa tournaments up 

to the 2022 World Cup, real estate and leisure conglomerate 

Wanda reportedly took up a deal worth US$80m a year, while 

consumer electronics brand Hisense signed for an undisclosed 

amount. Electric-powered scooter company Yadea and China 

Mengniu Dairy have also completed sponsorship deals.

Simon Chadwick, professor of sports enterprise at Salford 

Business School in the UK, says: 

‘Fifa acknowledges that Chinese 

companies have plugged its 

fi nances at a time when it is 

struggling fi nancially. But there is 

also acknowledgement in China that 

companies have taken advantage 

of Fifa’s precarious situation. China 

aims to become a leading football 

nation by 2050. There is a desire 

to exert pressure and infl uence on 

the organisation to host a World 

Cup. China also wants the likes of 

Wanda and Vivo to be part of the 

global narrative, in the same way 

as McDonald’s and Coca-Cola. 

Sponsoring the World Cup helps achieve these aims.’

According to Fifa’s annual reports, revenues from 

commercial and marketing deals related to the 2018 World 

Cup were US$246m in 2015, down from US$404m in 2013. A 

lack of sponsors, alongside the huge legal costs related to 

corruption probes, contributed to Fifa reporting a US$391m 

pre-tax loss in 2016. The organisation posted a restated 

US$117m shortfall for 2015.

The football body’s accounts for 2017 show a net loss of 

US$192m, although they also reveal that 98% of revenue 

contracts have been signed for the full-cycle budget for 

2015-18. Reserves have fallen from US$1.34bn in 2015 to 

US$1.05bn in 2016 and US$930m in 2017.

However the new revenue standard implemented by the 

governing body (IFRS 15) means the vast majority of revenue 

and expenses related to the tournament will be allocated to 

the current fi nancial year, which ought to produce a very large 

surplus in the next set of accounts.

The Russian government has confi rmed that the cost of 

hosting the event has risen to US$11.8bn. The funding comes 

mainly from the federal budget, which makes up 57.6% of 

the sum. A further 28.8% was raised by private and state-run 

companies, and 13.6% comes from regional government 

budgets. St Petersburg’s stadium alone cost around US$70m, 

seven times the original estimate; it opened nine years late 

and caused controversy over lax labour laws and the use of 

low-paid North Korean labourers.

While Fifa doesn’t have to pay any of these costs, analysts 

believe the tournament will not perform as well as in 2014. So 

the 2018 accounts will make for fascinating reading when they 

are released next year. Before then, the focus will be on Russia 

and the dramas that unfold during an extravaganza of football, 

off the pitch as much as on it. AB

Alex Miller, journalist

‘There is 
acknowledgement 

in China that 
companies have 
taken advantage 

of Fifa’s precarious 
situation’
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The CFO’s risk imperatives 
CFOs and their finance teams need to:

* recognise the benefits of getting involved in managing 

complex, strategic risks across the organisation, and not 

limit themselves to financial reporting risk only

* work collaboratively with others across the organisation to 

understand and manage risk (for example, with strategy 

teams, operations and customer-centric teams)

* drive the use of analytics to help identify and manage 

risks, embracing new tools and technologies to do so

* assess risks to manage potential downside impacts 

and to identify and capitalise on opportunities to drive 

commercial advantage for the organisation.

Risk’s reward
In this fourth article in a series by ACCA and PwC on the digital CFO, we look at how 
technology can help put the CFO front and centre of the organisation’s risk strategy

Disruption in today’s business environment offers CFOs 
an opportunity to reappraise their organisation’s risk 
agenda and the role they can play in shaping it. 

Although enterprise risk management is the responsibility 

of the board as a whole, CFOs have a big role to play. CEOs, 

according to PwC research, see cybersecurity as the top risk, 

and it is one that impacts CFOs directly, as cyber attacks can 

damage the integrity of data and financial reporting. With 

many organisations subject to greater regulatory complexity 

and external scrutiny over their operations and societal 

impact, the CFO’s perspective is key in finding ways to turn 

compliance burdens into brand advantages.

Pressures to report business performance more quickly 

and in new formats also require CFO leadership. The move 

to the cloud and the rise of social media both present new 

technology and reputational risks that must be understood 

and managed. What’s more, future business growth is 

strongly linked to technology-enabled product enhancement. 

Customer demand is stimulated by variety, personalisation and 

affordability, and the underpinning strategies here depend 

heavily on data analysis and artificial intelligence. 

CFOs need to present a holistic view of the organisation’s 

risk exposure in communications with C-suite colleagues. They 

need to show an understanding of key emerging risks, their 

relationship to core business goals, and the processes in place 

to track and report on risk and business performance. Risk 

management techniques also need to be less reactive and 

focus more strongly on planning for a positive outcome. This 

type of proactive risk management depends on the effective 

use of data and analytics to identify trends more quickly and 

improve the understanding of what is driving them.

Impact analysis
Making data (financial and non-financial) widely available is 

also key in breaking down barriers and giving better insights 

into performance. Organisations need to consider the societal 

impact of not just large but also seemingly small decisions. 

External parties are increasingly interested in the impact of 

corporate decision-making on infrastructure, employment, tax 

contribution and climate change. 

CFOs are uniquely positioned to be at the centre of the data 

and analytics agenda. When the finance function is responsible 

for data governance, it brings a shared and consistent view 

of data for decision-making to the organisation. Similarly, the 

skills necessary for performing data analysis and developing 

insights can be found within the finance team. 

By aligning risk management with strategic performance, 

CFOs and their finance teams can reinforce the importance 

of the CFO role and help establish an intelligent risk culture 

throughout the organisation. AB

Jamie Lyon, head of corporate sector for ACCA, in 

collaboration with Brian Furness of PwC, and Jens Madrian, 

CFO/COO of Reactive Technologies
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Innovation is key
CFOs must go beyond the numbers and tough financial questions – championing 
innovation is now a key function of their role, says Mithran Doraisamy

Chief financial officers must drive innovation. This 
is particularly important in this so-called fourth 
industrial revolution that is led by rapidly maturing 

and converging technology. Driving innovation, as opposed 
to merely enabling or supporting it, means that CFOs should 
be held responsible, even though someone else in the 
business may be ultimately accountable for it. CFOs must 
also fully immerse themselves in innovation. Boards and chief 
executives should judge them by the corporate innovation 
output as well as the CFO’s own innovation outcomes. 

Is this an odd assertion? Consider that CFOs are the 

stewards of profitable long-term growth and are the first of 

their peers to grasp the financial trends and implications 

across the company. They are also the first to understand 

key financial risks and opportunities, and they hold the purse 

strings for investment that could combat disruption and 

provide new opportunity.

In addition, CFOs are often closest to the market and 

understand market expectations and the boundaries that will 

guide trade-offs. They also run the planning and budgeting 

processes for both profit and loss budgeting and capital 

expenditure, which affect how innovation is encouraged and 

funded in corporations. Further, they are often also in charge 

of corporate strategy and/or IT, both core drivers of innovation.

In a stable environment, many CFOs can afford to adopt a 

laissez-faire approach to innovation. However, the uncertainty 

of the current environment does not allow them to adopt a 

passive position. Their peers are 

calling out for leadership and CFOs 

must respond accordingly. There are 

five ways of doing so.

First, develop a balanced and 

aligned portfolio of innovation 

initiatives. Innovation is often 

viewed as being disruptive and 

transformational, a high-reward 

activity that is typically high risk. 

There is a role for the CFO to ensure 

the risk and rewards are balanced. 

This covers both the type and extent 

of innovation initiatives.

Innovation types cover all parts of 

the business model and value chain, from products, brands 

and online channels to new engagement and revenue models. 

These types of innovation affect both revenue and cost.

Then there are different extents of innovation. Initiatives that 

feature just one or two types of innovation and are close to 

what the business is currently doing are generally seen as core 

or adjacent innovation, of an evolutionary nature, and offering 

lower risk and lower return.

Initiatives that stretch a business further away from its core 

capabilities typically feature multiple types of innovation. 

These are disruptive or revolutionary and can transform 

industries, but can be harder to execute.

CFOs should ensure that the balance of such initiatives 

reflects the circumstances of the company, with appropriate 

focus on the areas of need, such as new customer 

engagement models. While the corporate strategy typically 

serves as a guardrail, CFOs often need to set targets at a 

more discrete level to ensure that the most important types of 

innovation for the company are pursued.

Supportive climate
Initiatives aside, innovation also requires an approach and 

an ecosystem to support it. The approach could involve 

deploying a variety of methods, such as agile design thinking, 

hackathons and accelerators; the ecosystem may include 

ensuring that the collaboration platforms are in place.

While the innovation officer may be accountable for 

constructing the innovation 

ecosystem and portfolio, the CFO 

has a legitimate and important role 

in providing guidance and support. 

Setting targets for each category 

of innovation by business unit and 

function is one way a CFO can 

ensure that the right mix of initiatives 

are present and that new revenue, 

new business models and lower-

cost models are being pursued 

across the business.

Second, deploy nimble funding 

processes that support innovation. 

Funding is one of the biggest 

With innovation 
being vital, it’s time 

for all CFOs to make 
the leap from 

bean counters to 
bean sprouters
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banes of the lives 

of innovators. Some 

of the issues arise from 

legitimate concerns, as 

innovation funding should not 

be a bottomless well. However, 

others present real challenges, 

particularly regarding the rigidity and 

annualised nature of funding.

CFOs need to ensure that funding processes 

are in sync with contemporary short-cycle 

approaches to innovation and development. This 

means setting funding stage gates that match the agile 

methods being used, and leaving sufficient funding for 

iterations once the minimum viable product is produced. New 

approaches to funding agile projects are being refined, and the 

CFO should determine what works best for their organisation.

Transparent but nuanced funding rules are set for the 

different types and extents of innovation. For example, CFOs 

may choose to ask business units to self-fund all evolutionary 

innovation out of budgets on the basis that much of the 

innovation should generate same-year returns. But they 

may hold special funding aside for the bigger bets: the 

revolutionary innovation.

There are no set answers for funding innovation, but CFOs 

need to structure it carefully to promote innovation with the 

appropriate level of governance.

Thirdly, focus on securing the portfolio benefits. Ultimately, 

innovation is expected to create real value. But this applies at 

the portfolio level and not on a per project basis, where there 

needs to be sufficient licence to fail fast on smaller projects. 

This fosters a culture of risk-taking and leverages learning for 

future successes.

The focus on securing benefits must therefore be nuanced 

appropriately to achieve both the financial and other 

objectives around risk-taking and culture. For early stage 

innovation, the focus should be on the indicators of progress, 

while for later-stage innovation, when funding and resource 

levels rise, a focus on outcomes is key.

Again, there are no rules for CFOs to follow. However, 

financial returns fall squarely within the CFO’s mandate and 

they are expected to pay particular attention to this.

The fourth way of demonstrating leadership is by 

transforming the finance function. As a function, finance has 

been widely disrupted over the past 20 years, particularly with 

the introduction of enterprise resource management systems, 

and outsourcing and offshoring.

Nonetheless, the maturing and 

convergence of technology holds much promise 

for further improving the efficiency and value of the 

finance function. It is imperative that CFOs innovate their 

own function to maximise the value of their role as well as to 

show innovation leadership.

A technology such as robotic process automation drives the 

automation of manual processes in financial processing areas 

and, critically, can offer returns on investment. Blockchain also 

has the potential to streamline trust-based transactions and 

offer productivity benefits.

Non-technological innovation can yield significant 

improvements too. In large companies, simplifying the 

budgeting process (sometimes a bloated six-month process 

that sucks energy out of an entire organisation) can improve 

outcomes and release energy for more creative endeavours.

As for increasing value, analytics (typically cloud-based) 

and cognitive technologies (artificial intelligence) provide 

significant opportunities for finance to offer new insights into 

the business that were hitherto unavailable. This can extend 

from growth and cost trends to risk management.

Finally, be hyper-aware and ask strategic questions. If one 

of the biggest issues for innovators is funding, then the other 

main problem is trying to convince uninitiated executives of 

future opportunities and getting them to focus beyond current 

issues. CFOs have been part of this challenge.

In this rapidly changing landscape of new business models 

and new-use cases for maturing technology, CFOs can add 

the most value by being hyper-aware of external environments 

and trends. This will allow them to move beyond asking the 

tough financial questions; it will enable them to seek more 

holistic solutions and innovations, and test whether the best 

innovation approaches are being deployed.

With innovation being so vital to future success, it’s time for 

all CFOs to make the leap from being bean counters to bean 

sprouters. CEOs, board members and shareholders would be 

wise to insist on this transformation. AB

Mithran Doraisamy FCA, consultant
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The moral maze
In law, corporations are people, yet they feel no empathy, guilt or remorse. Tim Dean 
considers whether they could, in fact, helpfully be described as psychopaths 

Psychopaths – those extremely rare people such as 
US serial killer Ted Bundy – are typically intelligent, 
personable and disinhibited, and have an alluring aura 

of confidence. Yet they also lack feelings of empathy, guilt 
and remorse. That seemingly minor emotional quirk has a 
dramatic impact on the way they behave, often leading to 
anti-social behaviour. In fact, psychopaths are around 25 
times more likely to serve prison time than non-psychopaths. 

However, psychopaths are not incapable of moral reasoning. 

Multiple studies have found they are particularly adept at 

certain types of moral thinking, particularly those that balance 

the consequences of actions. So where non-psychopaths 

might experience revulsion at intentionally killing one person 

to save the lives of several others, psychopaths are far more 

likely to dispassionately favour the needs of the many over the 

needs of the few. They make good utilitarians.

The other thing psychopaths are good at is ‘pretending’ 

to be good. Even without feeling genuine empathy, they 

can behave in seemingly altruistic ways, although closer 

examination shows they do so only when they believe they 

have something to gain. They might help someone only 

because they expect future reciprocation, or work to build 

trust so they can exploit it down the track. Psychopaths also 

make great Machiavellians, able to cleverly negotiate Game 
of Thrones-style political environments. This is why they are 

often thought of as morally deficient: a judgment of moral 

character looks beyond an individual’s actions to determine 

their intentions and feeling. 

Corporate character
Now consider a corporation. 

Composed of many people, it is 

legally treated as a person too 

so that it can do things like own 

property, open bank accounts and 

buy and sell goods in its own right. 

Yet we also relate to corporations 

as if they are singular entities, 

rather than agglomerations of 

workers. Sometimes we even 

anthropomorphise the corporation 

– ‘hating’ a phone company, ‘liking’ 

a bank or wondering if a health insurer has its customers’ best 

interests at heart. But when the machinery of psychology is 

used to judge a corporation’s moral character, it can start 

looking a lot like a psychopath, as law professor Joel Bakan 

argues in his book and film The Corporation.

For a start, corporations feel no empathy, guilt or remorse. 

And many are explicitly established to generate a profit, so 

they primarily serve their own interests. Many of the altruistic 

acts committed by corporations may seem primarily motivated 

by a desire to cultivate a positive image with their customers.

What, then, do we make of a corporation that does things we 

consider bad even if they’re legal – such as selling a product 

known to be addictive and deadly, dispensing with loyal staff 

in favour of outsourcing to countries with far lower labour 

standards, or cutting costs by lowering safety rules? Right now 

energy companies are being criticised for hastening climate 

change that could impact millions of lives. And multinational 

corporations are being condemned for profit shifting and tax 

dodging. So this is far from an armchair concern; it has real 

effects on how we expect corporations to behave.

Mr and Ms Corporate
One approach is to swallow the corporations-as-people 

analogy whole and treat them as fully fledged moral persons. 

After all, if morality governs the actions of rational beings and 

if corporations effectively act as rational beings, then why 

shouldn’t morality govern the actions of corporations? 

In the words of US philosopher 

Peter French, who championed this 

idea in the 1970s, ‘corporations can 

be full-fledged moral persons and 

have whatever privileges, rights and 

duties as are, in the normal course of 

affairs, accorded to moral persons’. 

So when a corporation pollutes, it’s 

a bad corporation and deserves to 

be punished, just as an individual 

rolling a barrel of toxic waste into a 

waterway would be. 

It’s a view embraced by many. But 

the analogy with ‘real’ moral persons 

breaks down pretty quickly. For one 

Lying isn’t illegal. 
Neither is being 

rude, cheating on 
your partner or 
leaving the pub 

before it’s your turn 
to buy a round
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thing, we can write a corporation into existence by creating 

a charter, but no protesters rise up to call us monsters when 

we ‘kill’ it by dissolving the corporation entirely. And while it 

makes some sense to say a corporation has interests, values 

and goals, it makes less sense to say it has thoughts and 

feelings or ‘cares’ about any of these interests, values or goals. 

As Australian philosopher RE Ewin has written: 

‘Corporations, unlike the people who run them, have no 

emotional life. Corporations operate at the level of reason and 

requirement, but they do not get angry at being mistreated, 

they are not sickened by tales of the squalor in which some 

people have to live, and, generally, they simply do not have 

the emotional life required of a being that is to care about 

things as things must be cared about if one is to possess a 

virtue.’ This is why some people consider corporations to be 

moral actors only in a limited sense, with rights and duties that 

extend only as far as their legal obligations, but no further. 

Lying isn’t illegal. Neither is being rude, cheating on your 

partner or leaving the pub before it’s your turn to buy a round. 

Many acts are legal yet immoral, so you have to think about 

whether you’re happy with the idea that corporations are 

bound in their behaviour only by the strictures of the law.

Some have been very happy with that arrangement. Milton 

Friedman famously wrote: ‘There is one and only one social 

responsibility of business – to use its resources and engage 

in activities designed to increase its profits so long as it stays 

within the rules of the game.’ So it’s a big no-no for executives 

to go off on ethical crusades that put a dent into profits.

The weakness in this argument is the same one that exists 

in many of Friedman’s arguments: it’s predicated on the idea 

that ethics is about maximising our ability to satisfy our desires 

and that an open market is the optimal way to do so, thus free 

markets are inherently ethical – a fairly contestable argument.

Machiavelli Inc
Even if corporations don’t have full moral agency, people do. 

And people work for corporations, write their charters, fill 

executive chairs and own their shares. They are moral agents 

and can influence the corporation from within, such as by 

embracing the triple-bottom-line accounting framework.

People also interact with corporations, buy their products 

and seek their services. Even if we view corporations as moral 

agents, it doesn’t necessarily change how we should interact 

with them. We can still choose to reject one corporation and 

do business with another if we prefer its values. 

Corporations are prudent to take these things into 

consideration and adjust their practices as necessary. We 

shouldn’t fool ourselves that all corporations engaging in 

charity work or promoting environmental sustainability are 

doing it out of pure magnanimity. But it might be worth 

ignoring their intentions if the outcomes are to our liking. 

So as long as corporations act rationally and in accordance 

with the law, and we can choose to interact with those that 

reflect our own values, it may not matter if they are chasing 

their own self-interest. Corporations aren’t people, so perhaps 

we should judge them for what they are, rather than what 

psychology tells us they are. AB

Tim Dean is a Sydney-based philosopher and writer with a PhD 

in ethics from the University of New South Wales
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Better networking

Watch Dr Rob Yeung’s video on 
networking tips for everybody at  
bit.ly/Y-networking

Building your profile
As you progress through your career, you need to draw on different skillsets to gain more 
senior roles. Our talent doctor Rob Yeung offers advice on networking to get ahead

One way to raise your profile is to 

get involved in industry groups and 

associations. If you work in, for example, 

the pharmaceutical or construction 

sectors, then don’t just join the relevant 

industry body, make it a priority to 

contribute too. Volunteer to take a 

lead role in organising industry events. 

Offer to take part in panel discussions. 

Put together presentations on notable 

projects you have completed within 

your organisation. Approach people you 

admire and ask them to speak at such 

events too.

Sharing your perspective
Get in touch with the editors of 

relevant magazines and newsletters, 

and offer to share your perspective on 

an industry-wide issue or opportunity. 

Even if you cannot write for professional 

publications, at least show that you have 

an intelligent point of view on the more 

business-minded social networks, such 

as LinkedIn and Twitter.

Alternatively, consider creating your 

own small-scale events. Invite several 

close contacts together for a discussion 

on a topic you would all find useful. 

Then expand the size of the group by 

asking each individual to bring with 

them at least one other person who is 

new to the others. That way, you use 

people that you know to introduce you 

to other professionals.

Building a public profile in itself may 

afford you some further opportunities. 

As you start out on your career journey, 
getting your first handful of promotions 
should be relatively straightforward. 
If you do your work dependably and 
take enough initiative to be recognised 
as a helpful contributor to the team, 
you should quickly ascend within your 
organisation’s hierarchy.

Moving from junior into middle 

management often requires a slightly 

different skillset. One key behaviour 

related to faster promotion is internal 

networking: establishing relationships 

across your organisation to enable you 

to draw upon the resources of other 

teams and departments.

Transitioning from middle into senior 

management may require yet another 

shift of focus. Business school research 

suggests that your progress at this point 

can be accelerated by building your 

external profile: making yourself known 

and establishing positive relationships 

with other professionals outside of your 

organisation, both within your sector or 

industry and outside of it.

When I am coaching individuals 

who are seeking a more senior 

role, I find that most understand 

intellectually the need to build their 

external profiles, but have sometimes 

found excuses for not doing so. If 

you are genuinely keen to succeed, 

consider the conclusions reached by 

researchers in a wide-ranging review 

of studies on profile building. Carter 

Gibson and colleagues at the University 

of Oklahoma found that networking 

externally ‘leads to increased 

visibility and power, job performance, 

organisational access to strategic 

information, and career success’.

Establish 
relationships 

across your 
organisation to 

enable you to draw 
upon the resources 
of other teams and 

departments
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More information

Dr Rob tweets @robyeung

If you have a question for the talent 
clinic, email abeditor@accaglobal.com

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

to spend time with my family. Two of my colleagues 

have been promoted ahead of me, but I know I’m 

technically just as good as them. What can I do to secure 

that next promotion?

A It’s a universal truth that people like to work with people they like. 

Imagine a hypothetical situation: you need a plumber to fi x a leaky 

tap. You know two plumbers who seem to do equally good work, but you’re on much 

friendlier terms with one. Who would you call fi rst? Most managers in the workplace 

try to make fair decisions that are in the best interests of the business and as many 

people as possible. But managers are only human and tend to be swayed by who 

they like more. If your manager thinks that both you and one of your colleagues are 

more or less equally qualifi ed – but your manager likes your colleague more – then 

of course your colleague will get promoted.

Sometimes managers are unfair and promote favoured individuals even when 

those candidates may actually be poor at their jobs. But the point is still the same: 

having good relationships with colleagues and decision-makers really matters.

That may be an uncomfortable reality, but rather than gripe about the unfairness 

of life at work, I’m afraid you must make a choice. Are you willing to invest at least 

some time socialising with your colleagues, and building strong personal and 

professional relationships with them? Or are you willing to sacrifi ce – or at least 

deprioritise – your career advancement to put your family fi rst? That’s a decision that 

only you can make.

Tips for the top
I often advise frustrated job hunters who are applying for jobs, but not being invited 

to interviews. One reason for this is overreach: applying for roles for which they 

don’t have the skills, qualifi cations or experience. Unfortunately, people rarely spot 

overreach in themselves.

If you are sending out applications but not getting at least some interviews, 

then seek help. Ask a knowledgeable associate who knows about your industry to 

comment on the strength of your written applications. However, I 

do emphasise that this should be a well-informed individual 

who can offer you proper business insight rather than 

merely a supportive friend who will offer you sympathy.

If together you decide that you are a suffi ciently 

strong candidate, then rewrite your CV and 

supporting documents. Avoid simply listing all of your 

duties and responsibilities. Edit your applications to 

remove mention of the less important work you do. 

Then highlight major achievements by adding more 

detail about them so that employers take notice of you.

Dr Rob’s talent clinic 

Q I work in a company where 

most people socialise and go 

drinking together frequently outside 

of work. I like my colleagues, but I 

have young children and would prefer 

For example, people may invite you to 

participate in further public forums or 

even approach you with job offers.

However, the most successful 

profi le builders use their visibility 

to cultivate new relationships 

with other individuals. When you 

are speaking at a conference or 

contributing to a panel discussion, 

everyone in the audience should 

be receptive to you. So use the 

time immediately after such events 

to approach people you would like to 

know better.

When you do initiate conversations 

with new people, aim simply to build 

a degree of rapport and get to know 

them. Avoid promoting yourself too 

assertively. Instead, spend more 

time listening than talking. Focus on 

other people’s needs and interests. 

What brings them to the event? What 

challenges are they facing?

Not everyone will want to stay in 

touch with you. But if you keep track 

of people and make an effort to stay in 

touch, you will turn at least some of the 

people you meet into useful contacts, 

allies or even friends. Together, you 

may be able to share industry insights, 

best practices, recommendations and 

occasional career opportunities too. 

Building your profi le and network of 

external relationships may not be an 

explicit part of your job description, but 

that does not make it any less essential 

to your career success. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk
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Culture shock
One of the biggest achievements for any corporate leader is instilling a culture that 
can deliver long-term value creation, but there are few shortcuts for getting there

Since the financial crisis there have 

been efforts to codify good corporate 

culture. ACCA has recently launched a 

tool to help organisations assess their 

culture and initiate a positive change 

(see bit.ly/ACCA-GovTool).

Elsewhere, Win Bischoff, chairman of 

UK governance regulator the Financial 

Good corporate culture is crucial to 
the success of most companies, as it 
encourages behaviour that supports 
the achievement of organisational 
objectives. But one of the biggest 
challenges for business leaders is 
successfully nurturing a culture over 
the long term.

Getting it wrong can prove disastrous. 

Many of the banking collapses of the 

global financial crisis a decade ago 

can be traced to a failure to implement 

effective processes and procedures 

aligned with corporate objectives. 

Bankers’ bonuses were the most 

obvious demonstration of this mismatch.
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dividend again once the final hurdle of 

a settlement with the US Department 

of Justice over the selling of residential 

mortgage-backed securities is agreed.

Focusing on strengths
Emerging markets-focused bank 

Standard Chartered may have 

weathered the global financial crisis, 

but when Andy Halford joined as CFO 

in 2014, the former finance head at 

telecoms giant Vodafone had to address 

a cultural problem of a different kind.

The bank had been fined US$640m 

by US regulators two years earlier for 

breaching sanctions on Iran and was 

handed a further fine of US$300m 

over lapses in its money-laundering 

procedures a month after he joined.

With CEO Bill Winters, he pressed on 

with redefining the culture of the bank 

by addressing its focus and clarity of 

purpose. ‘That meant assessing what 

the bank was good at, and not good at, 

and communicating that to our 85,000 

people,’ Halford says.

He adds that the next goal was 

redefining behaviour through a common 

set of standards by asking: ‘What are the 

values that we applaud. What are the 

values that we won’t tolerate? That was 

a very important part of the turnaround 

story.’ After two annual losses, the bank 

has now returned to profit.

Reporting Council (FRC), is leading a 

push to improve corporate culture in 

companies and financial institutions. 

The FRC’s 2016 report Corporate 
Culture and the Role of Boards helped 

shape the FRC’s proposals for the new 

UK corporate governance code, which 

require a company’s purpose, strategy 

and values to be aligned with its culture.

Bischoff’s track record in the financial 

service industry is exemplary. He is 

one of the best-known leaders in the 

sector, having been chairman or chief 

executive of some of the biggest banks 

around, including Citigroup, Schroders, 

Lloyds Banking Group and JP Morgan 

Securities (the European arm of the Wall 

Street investment bank). He says that a 

concerted effort is required to ‘improve 

trust in the motivations and integrity 

of business’. He also believes that a 

change of culture is needed because 

‘rules and regulations will not on their 

own deliver productive behaviours over 

the long term’. 

RBS rebuilt
When Ewen Stevenson became CFO of 

Royal Bank of Scotland in 2014, he faced 

the unenviable task of having to rebuild 

the culture of the bank, which was one 

of the big losers in the global financial 

crisis, partly by reducing the its reliance 

on a bonus-driven culture.

He describes the process he and 

CEO Ross McEwan have undertaken to 

improve culture as one of ‘re-engaging 

and refocusing’ the bank, which was 

bailed out to the tune of £45bn by UK 

taxpayers, who still own 72% of it.

‘If you look generally at the trust 

metrics of the bank, they have been 

steadily improving,’ McEwan says. ‘In 

the retail bank we have moved away 

from the bonus culture, with no impact 

at all on the underlying performance of 

the business.’

The bank has now returned to profit 

and is expected to start paying a 

At broadcaster Sky, great strides have 

been made to build a culture that is not 

just resilient to change, but goes further, 

becoming in the words of economist 

Nassim Taleb ‘anti-fragile’. Rob Collie, 

Sky’s director of group finance delivery, 

says the approach enables the group 

to make continual improvements in a 

volatile, fast-changing environment.

Collie says a key element of the 

anti-fragile strategy is a process of 

rotating finance people every two years 

‘so that they can cope with change’. 

He says that as well as the rotation 

being a win-win for the individuals, who 

become used to change, it improves the 

effectiveness of finance teams, because 

they develop more ‘touch points’ 

with the rest of the organisation. ‘The 

cumulative effect of this approach can 

reap huge benefits for a business like 

Sky, which experiences a huge amount 

of change,’ he says.

Innovate and thrive
Angelina Kouznetsova, head of fintech 

at EY, says that companies should 

develop an innovation culture in 

order to thrive in a disruptive world. 

‘The advancement of technology 

is transforming how organisations 

are expected to engage with their 

customers and how they operate. 

‘Innovation can help them to grow 

and improve their business models. 

However, there are always internal 

barriers to innovation, with organisations 

required to be willing to innovate, 

otherwise new ideas are too easy to 

dismiss and are never implemented.’

Kouznetsova adds that although there 

are a number of critical elements for 

developing an innovation culture in a 

company, one of the most important 

is that there must be C-suite executive 

buy-in and full support from the top of 

the organisation. AB

 

Lawrie Holmes, journalist 

‘Rules and 
regulations will 

not on their own 
deliver productive 

behaviours over the 
long term’
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Media headline

Ipsa pellore periaturui optamus, nest, 
soluptat quaspis solorum fugia nis 
dero www.accaglobal.com/ab

The accountant’s curse
Uncertainty is a much tougher variable to deal with than its cousin, risk. Tony Grundy 
suggests how to address this ‘clear and present danger’ 

on the less obvious as well as 

the obvious assumptions that they 

are making.

*    Dare to think about disruptive events 

that can lead to a different ‘state of 

the world’.

* Tell the story backwards (how did a 

particular outcome come about?) 

and forwards (what transitional 

events and amplifying factors 

conspired to produce that result?).

* Go back to the original plans and 

projections, and rework them as 

part of an impact analysis. 

Finance teams can apply this process to 

key plans, major decisions and projects, 

as well as to external developments. AB

Tony Grundy is author of Dynamic 
Competitive Strategy: Turning Strategy 
Upside Down

In the Harry Potter books and films, 
our hero faces the constant threat 
of evil and destruction from his 

dark enemy, Lord Voldemort. While 
at times Potter’s world seems tranquil 
and beneficent, Voldemort may at any 
moment emerge from the shadows. 
As Voldemort is to Harry Potter, so 
uncertainty is to Muggle accountants. 

Accountants act as the guardians 

of shareholder value, quantifying the 

changing value of a business. But how 

can accountants do that effectively if 

business plans can be blown away so 

easily by uncertainty in its many forms – 

political, economic, market, competitive, 

financial and organisational?

Whereas risks arise in situations 

that have a number of quantifiable 

probabilities, uncertainty applies in 

situations that have only a few. Since 

prehistoric times, humans have had to 

deal with uncertainty, fighting sabre-

tooth tigers and the neighbours, 

coping with floods, crop failures and 

plague. But when money was invented, 

uncertainties became systemic – that 

is, they operate within a complex and 

dynamic interactive system that is 

potentially ‘wicked’. 

But like all other sources of ambiguity 

in business, economics and finance, 

there are indicators to help deal with 

it. Take Brexit: while future outcomes 

are unpredictable, that doesn’t mean 

the dynamic conditions at play can’t be 

sensed, understood and then modelled 

– using indicators. 

There are five key steps you can take 

to do this:

* Identify the key beliefs and 

assumptions about the future – not 

Distrust forecasts 
that are obvious 

extrapolations, and 
dare to consider 

disruptive events 
that can lead to 

a different ‘state 
of the world’

only the most obvious, but 

also the less obvious that are 

tacit and may be taken for 

granted.

* Rate these for certainty and 

importance – and as part of 

the process, also imagine 

scenarios where your 

assumptions work out and 

where they don’t.

* Consider the 

interdependency of your 

assumptions. You could 

draw a diagram of how they 

are connected. 

* Imagine the dynamics – how 

one thing could lead to 

another and set off other 

causal chains.

*    Imagine one or more 

dynamic, future scenarios.

In addition, when dealing with 

uncertainty, senior finance staff 

should consider the following tips:

*    Distrust all forecasts that are obvious, 

linear extrapolations. 

*    During the planning process, 

encourage the top team to reflect 
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Proof of concept

See Adam Deller’s video on the IASB’s 
Conceptual Framework project at  
bit.ly/ConceptFwork

The profit recycling killer
Adam Deller looks at the concerns over IFRS 9, the new kid on the equity investment 
classification block that has put an end to the recycling of gains and losses in the P&L

Moving house is a stressful experience. 
There is a new neighbourhood to adapt 
to, and inevitable challenges with the 
new home. In all the upheaval, people 
often look back and wonder if life 
would have been easier left as it was. 

It’s the same with financial reporting. 

A project to move a standard forward 

can rumble on for years, and then when 

changes arrive, they involve inevitable 

growing pains and a longing for an easier 

life, for the rules that we all knew, even 

if we didn’t love them. IFRS 9, Financial 
Instruments, is one of those standards 

that is likely to cause its adopters pain 

and heartache for some years to come.

Issued in July 2014, IFRS 9 came into 

effect on 1 January 2018, replacing 

IAS 39, Financial Instruments: 
Recognition and Measurement. Any 

loss (P&L). Alternatively, if the intention 

was not to hold the item for short-

term trading, it would be classified as 

available for sale (AFS), with the gains or 

losses listed under other comprehensive 

income (OCI) on the entity’s income 

statement and held in an equity reserve.

In the new neighbourhood, there are 

some similarities. In many ways, these 

two categories remain, albeit AFS assets 

are now classified as fair value through 

other comprehensive income (FVOCI). 

The classification criteria have changed, 

however. Now, FVPL is the default, and 

companies must irrevocably designate 

an item as FVOCI if the investment is 

intended to be long term.

The concerns
Those stakeholders that have taken 

a look at their new equity investment 

surroundings have two main concerns. 

First, they believe the default FVPL 

position may not reflect the business 

model of long-term investors. The 

standard involving financial instruments 

inevitably leads to a wide and varied 

discussion, and the current area of 

concern for numerous stakeholders 

revolves around the classification of 

equity investments.

The European Commission has asked 

the European Financial Reporting 

Advisory Group (EFRAG) to research 

the topic further, and it has produced 

a discussion paper. Sue Lloyd, vice-

chair of the International Accounting 

Standards Board (IASB), has recently 

released a response to this issue on 

behalf of the IASB. This article will look 

at the concerns and the IASB’s response.

The change
In the old neighbourhood, under IAS 39, 

there were two distinct classifications 

for equity investments. If the investment 

was held for short-term trading, it would 

be classified as fair value through profit 

or loss (FVPL), with gains or losses going 

through the statement of profit and 
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FVOCI category is not designed 

for investments held for value 

appreciation or dividend payments.

* Recycling can provide a confusing 

presentation of performance. 

Consistent with its belief that the 

FVOCI designation should cover 

only strategic investments, the IASB 

says that any gains or losses arising 

from such investments are not part 

of an investor’s performance. It adds 

that recycling shows an incomplete 

picture of performance, as only 

impairments and any assets that are 

sold would be recorded in the P&L.

 A big concern over the practice 

of recycling is that investors could 

choose to sell ‘good’ assets to record 

profits in the P&L while keeping 

hold of loss-making investments to 

mask any poor performance. The 

IASB believes this displays a lack of 

prudence, and points to academic 

research that proves companies 

have previously used the recycling 

rules on AFS investments as a way of 

managing earnings and smoothing 

profits. The IASB believes this 

research shows that the recognition 

of gains or losses in the P&L as they 

arise is necessary to prevent this 

tactic of earnings management.

second concern is to do with the rules 

surrounding the ‘recycling’ of any FVOCI 

gains or losses. 

Previously when an AFS asset was 

sold, the gain or loss would be taken 

out of OCI and recognised in profi t and 

loss. Under the new IFRS 9 rules, this is 

not the case with FVOCI instruments. 

Some feel this makes FVOCI unlikely to 

be an appealing alternative to AFS, as 

this inability to transfer the accounting 

to P&L in the event of the sale of an 

AFS asset may mean the investor’s 

performance is not properly refl ected.

In the face of these concerns, some 

have suggested that long-term investors 

may be less likely to hold equity 

investments on a long-term basis, and 

that the IFRS 9 requirements should 

be changed accordingly.

The architect’s response
As the creator of this brave new fi nancial 

instruments world, the IASB believes 

the new IFRS 9 classifi cation rules are 

correct for the following reasons.

* Reporting value changes in the 

P&L gives better information 

about value creation over time. 

The IASB believes that, as the goal 

of any long-term investor is value 

appreciation, the default position 

of treating equity investments as 

FVPL must be the correct one. As 

the P&L is recognised as the primary 

statement of performance, its annual 

recording of gains and losses is a 

better reflection of the economic 

reality than recording one large 

‘recycled’ gain after an asset has 

been held for many years in OCI. 

 The IASB also points out that 

some investors hold shares in a 

company for strategic reasons, such 

as access to particular supplies or 

strengthening relationships, rather 

than simply gains in value. That is 

why the alternative to hold items as 

FVOCI remains. The IASB says the 

Some companies 
used the recycling 

rules on AFS 
investments as a 
way of managing 

earnings and 
smoothing profits
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More information

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

More information

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

The IASB’s take on IFRS 9 can be 
found at bit.ly/IFRS-IFRS9, and the 
EFRAG paper at bit.ly/EFRAG-IFRS9

suggestion that if IFRS 9 were to allow 

recycling, then an impairment model 

would also be appropriate from a 

conceptual standpoint.

The EFRAG findings seem to support 

the IASB’s belief that the number of 

companies holding large amounts of 

AFS is relatively small. 

One of the main findings of the initial 

EFRAG research is that the majority 

of the respondents do not expect to 

modify their holding period for equities 

following the introduction of IFRS 9 

at the start of this year. It is also worth 

noting that those who do intend to 

modify their holding period are doing 

so because they believe that gains or 

losses from these investments are part 

of their performance, and they see the 

new IFRS 9 rules as a mismatch.

The new community?
There is still work to be done in 

establishing the new financial reporting 

environment. EFRAG will collate the 

responses from the discussion paper 

and deliver technical advice to the 

European Commission. 

The IASB continues to believe that the 

principles of IFRS 9 are correct, although 

it does not claim that they are perfect. 

It believes the post-implementation 

* Reintroducing a recycling rule 

would make it necessary to add an 

impairment test. Under the AFS 

rules in IAS 39, an asset would be 

classed as impaired if it underwent 

‘significant and prolonged decline’. 

This led to a wide variety of 

applications, often resulting in 

impairment being recognised too 

late and inadequately. The IASB 

has designed the FVOCI category 

in IFRS 9 without recycling so that 

no gains or losses are recorded in 

the P&L, meaning no impairment 

rules are required. Similarly, no 

impairment rules are required for 

FVPL assets, as the gains or losses 

are automatically recorded in P&L.

* Relatively few companies hold 

significant AFS equity investments. 

The IASB’s research concluded 

that only a relatively small group of 

companies, primarily in insurance 

and utilities, hold significant 

holdings of equity investments.

The surveyors
Asked by the European Commission 

to conduct research on these matters. 

EFRAG has released a discussion paper, 

inviting further comments. One of the 

things arising from the paper is the 

review of IFRS 9, which is expected 

to begin two years after the standard 

has been applied, is the correct place 

to address any concerns. If this review 

finds that IFRS 9 has indeed had a 

detrimental effect on equity investment, 

then this will be taken seriously and 

reviewed at that stage.

It is unlikely that any consensus will 

be reached any time soon, and this 

is part of the inevitable fallout from 

the release of such a large, complex 

standard. These discussions are all part 

of the process, and should continue to 

contribute towards the pursuit of more 

robust and effective standards. 

One thing, though, is for sure: IFRS 9 

is here to stay. There may be a period 

of settling into the new neighbourhood, 

but it is likely that we will have to adapt 

to our new surroundings – at least for 

the next few years. AB

Adam Deller is a financial reporting 

specialist and lecturer
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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 and law

remuneration arrangement. Optional 

remuneration arrangements (salary 

sacrifice) is where an employee gives 

up the right, or future right, to salary 

or the right to some other form of cash 

remuneration in return for the benefit. 

Where a salary sacrifice arrangement 

existed before 6 April 2017, the benefit 

calculation can continue as before unless 

the arrangement was varied, renewed or 

modified (with exemptions for statutory 

sick pay, maternity, paternity, adoption 

or shared parental pay). 

It is recognised that a number of 

pre-6 April 2017 schemes will have 

been varied, renewed or modified 

and a large number of the existing 

arrangements set up before 6 April 2017 

will automatically be subject to the new 

rules from 6 April 2018. HMRC provides 

the following simple illustration in its 

guidance: ‘An employer operates a 

flexible benefits scheme under which 

employees give up the right to receive 

salary in return for free car parking 

near their workplace. Employees have 

to sign up for 12 months’ car parking. 

An employee enters into a 12-month 

salary sacrifice arrangement starting on 

1 January 2017. The benefit will continue 

to be exempt until the contract comes 

to an end on 31 December 2017. The 

contract starting on 1 January 2018 will 

fall within the new rules.’

More at bit.ly/P11D-guide.

PAYE
After 5 July, you can’t apply for a PAYE 

settlement agreement (PSA) for the 2017 

to 2018 tax year. As a reminder, a PSA 

allows an employer to make one annual 

payment to cover all the tax and national 

Audit and reporting

Listed entities
The European Single Electronic Format 

(ESEF) requires all listed companies in 

Europe to file their annual reports in 

XHTML by 2020. This will be a significant 

change to the current (largely non-

tagged PDF) reporting that currently 

exists. See bit.ly/esef-guide.

Limited partnerships
The consultation ‘Limited 

Partnerships: Reform of Limited 

Partnership Law’ closes on 23 July. 

It highlights continued compliance 

concerns with the 48,000 limited 

partnerships on the register, including 

about 31,000 registered in Scotland 

(‘Scottish limited partnerships’), and 

suggests possible solutions. More at  

bit.ly/limpar-cons.

Tax 

MTD and VAT
In its recent Public Accounts Committee 

outing and following communication, 

HMRC has provided some clarity around 

the future of Making Tax Digital (MTD) 

for Business. While the non-VAT parts 

are not mandated for business changes 

before 2020 at the earliest, it is clear that 

MTD will be mandated for VAT for those 

businesses with income above the VAT 

threshold from April 2019.

ACCA has partnered with Bloomsbury 

Professional and will provide members 

with free practical guidance on MTD 

VAT implementation from the summer 

of 2018. Future publications will 

highlight when it is available.

Accelerated CGT
The consultation ‘Capital Gains Tax: 

Payment window for residential property 

gains’ closes on 6 June. It highlights 

that legislation will be introduced in the 

2018 to 2019 Finance Bill, to take effect 

from April 2020, and considers how from 

April 2020 a payment will be made on 

account for residential property CGT 

gains. See bit.ly/cgt-cons. 

It is highlighted that payment will be 

due within 30 days of the completion of 

the disposal, with penalties and interest 

applying. The proposed changes mainly 

affect those disposing of a second 

home or rental property in the UK and 

abroad, but also extends to land and 

certain options. It is also highlighted 

that ‘Payment on account calculations 

will apply to all forms of gain, including 

ATED-related gains (gains on disposals 

where the annual tax on enveloped 

dwellings applied) and NRCGT gains 

(gains on UK residential property 

disposals by non-residents)’. 

Those within self-assessment will 

need to complete the CGT pages to 

reflect the residential property disposal. 

Amounts paid on account will be 

credited against the tax due for the year. 

P11D deadlines
The well-known employer filing deadline 

of 6 July is fast approaching. The 2017/18 

tax year will be the first where the value 

and types of benefits employers report 

on their 2017/18 forms P11D and P11D(b) 

can be affected by the introduction of 

‘special rules’ to determine the amount 

of a benefit that is treated as earnings 

from the employment where the benefit 

is provided as part of an optional 
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How to recognise genuine HMRC contact
HMRC highlights when it will be contacting taxpayers and agents and also provides 

advice as to how to recognise phishing or bogus emails. It is made clear under the 

personal information section that emails from ‘HMRC will never:

* notify you of a tax rebate

* offer you a repayment

* ask you to disclose personal information such as your full address, postcode, 

unique taxpayer reference or details of your bank account

* give a non HMRC personal email address to send a response to

* ask for financial information such as specific figures or tax computations, unless 

you’ve given us prior consent and you’ve formally accepted the risks

* have attachments, unless you’ve given prior consent and you’ve formally 

accepted the risks

* provide a link to a secure log in page or a form asking for information – we’ll ask 

you to log on to your online account to check for information instead.’

You can find genuine and non-genuine emails highlighted at bit.ly/hmrc-contact.

benefits exemption because the cost 

did not exceed £50.

If an existing exemption exempts 

only part of a benefit, even if the 

excess cost is less than the trivial 

benefit monetary limit, that excess is 

not exempt.

Example T: Employer T provides its 

employees with an annual function 

at Christmas that costs it £180. The 

benefit is not exempt under the annual 

parties and functions exemption under 

section 264 ITEPA because the cost 

of £180 exceeds the financial limit 

for the exemption of £150. Nor is the 

benefit covered by the trivial benefits 

exemption because the cost of £180 

exceeds the trivial benefit financial 

limit of £50.’

insurance due on minor, irregular or 

impracticable expenses or benefits.

HMRC highlights the benefits – that is, 

that an employer ‘won’t need to:

* put them through your payroll to 

work out tax and national insurance

* include them in your end-of-year 

P11D forms

* pay Class 1A national insurance on 

them at the end of the tax year (you 

pay Class 1B national insurance as 

part of your PSA instead).’

It is important to remember that 

businesses do not need to pay tax on 

a benefit for an employee if all of the 

following apply and so are not required 

to be part of a PSA:

* it cost you £50 or less to provide

* it isn’t cash or a cash voucher

* it isn’t a reward for their work or 

performance

* it isn’t in the terms of their contract.

It is also worthwhile remembering 

that in HMRC’s Employment Income 
Manual, the section ‘Particular 

benefits: exemption for trivial benefits 

– relationship with other exemptions 

(from 6 April 2016)’ states that ‘where 

a benefit is covered both by the trivial 

benefits exemption and also by another 

exemption, in applying the trivial 

benefits exemption, you should apply 

the outcome that is most favourable to 

the employee’.

The section includes the following 

two examples.

‘Example S: Employer S provides its 

employees with two annual functions at 

Christmas and in the summer. The first 

function costs the employer £140 per 

head and the second costs £40. The 

first function is covered by the annual 

parties and functions exemption under 

section 264 ITEPA. The second function 

is not covered by that exemption 

because the financial limit of £150 has 

been exceeded by the combined total 

of the two events. However, the second 

function can be covered by the trivial 

Law

Probate 
ACCA has been approved to authorise 

individuals and firms to carry out 

probate work, and has implemented 

regulatory arrangements for probate 

activities. Practitioners can find out more 

at bit.ly/ACCA-probate.

HMRC has also made changes to 

its IHT 400 process for inheritance tax 

accounts, stating that:

* ‘In some straightforward cases, we 

[HMRC] will not need to look at your 

IHT400 in any more detail after we 

have sent you our initial calculations. 

We will tell you in writing if this is 

the case, or if we are going to look 

at your account in more detail.
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Apprenticeship changes 
Transfers are being introduced to 

give bigger levy-paying employers in 

England more flexibility in how they 

spend their apprenticeship service 

funds. Levy-paying employers will 

be able to use their own levy pot 

to fund apprenticeships in another 

organisation. This is excellent news for 

non-levy-paying businesses. Businesses 

that employ fewer than 50 people 

will be able to obtain funding for all 

apprenticeship training costs, up to the 

maximum value of the funding band 

for the apprenticeship. To summarise, 

levy-paying employers can work with 

another employer to help them take 

on apprentices, thereby increasing the 

skills base in their supply chain, sector 

or local area. 

For more on ACCA’s apprenticeship 

offering visit bit.ly/ACCA-apprentice.

(46%) of all businesses have identified at 

least one cybersecurity breach or attack 

in the last 12 months (38% micro-firms, 

52% small firms and 66% medium firms).’

Action Fraud’s 24/7 live hotline 

(0300 123 2040) is also highlighted and 

this can be used where there is a live 

attack. Action Fraud states that ‘A live 

attack is one that is ongoing, that is still 

affecting your system and your ability 

to work and there is an opportunity 

for law enforcement to stop the attack 

and/or secure evidence that will assist 

an investigation.

For example:

* Cybercriminals have accessed 

your network and stolen personal 

information about your customers 

and are demanding payment for its 

safe return. This is also known as 

hacking extortion.

Or

* Your website is being flooded with 

traffic – customers are not able to 

access it as a result. This is called 

a distributed denial of service 

(DDOS) attack.’

As highlighted last month, guidance on 

cybersecurity is an essential element of 

protecting data. Many businesses have 

sought certification under the Cyber 

Essentials scheme. The scheme has the 

additional benefit of demonstrating 

to clients (or prospective clients) 

that you take the protection of their 

data seriously. 

NCSC guidance includes:

* Cyber security: small business 
guide, at bit.ly/ncsc-small.

* Phishing attacks: defending 
your organisation, at bit.ly/ncsc-

phishing.

* Supply chain security collection at  

bit.ly/ncsc-supply.

Employment law 
As previously highlighted, ACCA’s 

updated suite of employment law 

factsheets have been amended for 

are going to carry out a compliance 

check. We may phone or write to 

you. If you have not heard from us 

by this date you can assume that 

we have no questions to ask about 

the information or values you have 

given in the form IHT400.

* We [HMRC] will no longer issue our 

standard clearance letter when we 

have finished our checks. If you want 

to apply for clearance, you should 

use form IHT30 “Application for a 

clearance certificate”.’

See more at bit.ly/hmrc-trusts-news.

GDPR cybercrime
The National Cyber Security Centre 

(NCSC) recommends the following 

architectural choices for Windows 10:

* ‘All data should be routed over a 

secure enterprise VPN to ensure 

the confidentiality and integrity 

of the traffic. This also allows the 

devices, and data on them, to be 

protected by enterprise protective 

monitoring solutions.

* Installation of arbitrary third-

party applications by users is 

not permitted on the device. 

Applications should be authorised 

by an administrator and deployed 

via a trusted mechanism.

* Most users should have accounts 

with no administrative privileges. 

Users that require administrative 

privileges should use a separate 

unprivileged account for email and 

web browsing. It is recommended 

that local administrator accounts 

have a unique strong password 

per device.’

More at bit.ly/ncsc-windows.

In addition, the NCSC ‘Would 

You Be Ready?’ online test asks 

questions to help SMEs assess if they 

are prepared for various incidents, 

and it also provides tips on how to 

safeguard assets. NCSC highlights 

staggering statistics that ‘just under half 

* Where we are looking in more 

detail, we [HMRC] will give you 

a specific date by which you can 

expect to hear from us if we have 

any questions. The date will be 12 

weeks from when we issued our first 

calculations. If we, or the Valuation 

Office Agency (VOA), have any 

initial questions, we will aim to ask 

these before this date. We will also 

aim to tell you before this date if we 
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MLRO FAQs
The National Crime Agency has issued 

Defence Against Money Laundering 
Frequently Asked Questions, 

which highlights good practice and 

interpretations provided by experienced 

money-laundering reporting officers 

(MLROs) from the UK suspicious activity 

report regime. It includes Q&As such 

as: ‘What constitutes ‘suspicion’ under 

POCA [Proceeds of Crime Act 2002]? 

Suspicion is not defined in legislation. 

The Court of Appeal (R v Da Silva) 

defined suspicion of money laundering 

as a possibility, which is more than 

fanciful, that the other person was or 

had been engaged in, or benefited from 

criminal conduct and that the suspicion 

formed was of a settled nature. 

There does not need to be anything 

amounting to evidence of the suspected 

money laundering. The threshold for 

suspicion under POCA is generally 

considered to be low.’

More at bit.ly/ACCA-advisory.

GDPR requirements. They can be found 

at bit.ly/ACCA-factsheets.

Anti-money laundering
Changes to anti-money laundering 

(AML) regulations mean that relevant 

firms and sole practitioners must 

comply with the following requirements 

before 26 June.

ACCA sent a communication to 

all practitioners in May including an 

electronic form to provide the required 

information. It is the relevant firm 

and sole practitioner’s responsibility 

to ensure that only fit and proper 

individuals who have not been convicted 

of a relevant offence are submitted for 

approval as beneficial owners, officers 

or managers (BOOMs). To ensure that 

all forms are adequately submitted 

by 26 June, relevant firms and sole 

practitioners should ensure that their 

BOOMs are fit and proper and have not 

been convicted of any relevant offence.

Information is required to cover the 

following two areas:

* Under the Money Laundering, 

Terrorist Financing and Transfer of 

Funds (Information on the Payer) 

Regulations 2017 (the MLRs), all 

relevant persons acting as trust or 

company service providers (TCSPs) 

must be registered with HMRC. 

HMRC has asked professional body 

supervisors to provide a list of their 

supervised relevant persons that act 

as TCSPs before 26 June. As part 

of the 2018 practising certificate 

(PC) annual renewal, ACCA asked 

PC holders to confirm whether 

their firms provide any services that 

fall within the definition of a TCSP. 

Due to the low response rate and 

the importance of this regulatory 

requirement, we are asking all 

ACCA practitioners to include in 

the form details of all businesses 

providing TCSP services, whether 

or not previously notified to ACCA. 

representative to appoint a person to 

be a director:

‘Methods of appointing directors: (2) In 

any case where, as a result of death, the 

company has no shareholders and no 

directors, the personal representatives 

of the last shareholder to have died 

have the right, by notice in writing, 

to appoint a person to be a director. 

(3) For the purposes of paragraph (2), 

where two or more shareholders die in 

circumstances rendering it uncertain 

Please consider that practitioners 

providing accountancy services 

that fall outside the meaning of 

public practice (for example, book-

keeping or TCSP services) may not 

have previously registered their 

businesses providing these services 

with ACCA but will nevertheless be 

subject to supervision. Practitioners 

must ensure that details of these 

businesses are included in the form.  

* The MLRs require all BOOMs of 

relevant firms to be approved by 

the relevant supervisory authority. 

This also includes sole practitioners 

and any officers and managers 

working for them. To comply with 

this requirement, relevant firms and 

sole practitioners must submit an 

application including all BOOMs 

before 26 June. Once the application 

has been submitted, ACCA can 

process the application after 26 June. 

As ACCA already has the details of 

existing practitioners, applications 

should only include individuals who 

don’t currently hold an ACCA PC. 

Details must include the full name of 

the individual BOOM, the role/title 

and confirmation that the BOOM is 

fit and proper. 

Sole shareholder-directors
A year ago, a High Court ruling 

highlighted the difficulties that 

a company with table A articles 

can face upon the death of a sole 

shareholder-director. Where a sole 

shareholder-director dies, the personal 

representatives are likely to need to 

appoint a new director to manage the 

company and to register the transfer of 

the deceased’s shares.

Those who have adopted default 

model articles under the Companies 

Act 2006 should, if unaltered, have 

these provisions in their articles. The 

following is the provision included in the 

model articles, which allows a personal 
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who was the last to die, a younger 

shareholder is deemed to have survived 

an older shareholder.’

The issue companies face is that 

some will be using earlier ‘default’ 

model articles, for example Table A 

from the Companies Act 1985. This 

and other model tables do not contain 

such a provision. This will mean that the 

personal representatives will be unable 

to appoint a new director.

The High Court case of Kings Court 
Trust Limited & Ors v Lancashire 
Cleaning Services Limited considered 

whether the court was able to exercise 

its power under section 125 of the act 

to order rectification of the register of 

members following the death of a sole 

shareholder-director, where the company 

had adopted articles based on Table A.

The sole shareholder and director 

died and the company continued to 

trade. The personal representatives 

were unable to appoint a director to 

take control of the company as there 

was no provision within the articles 

that would permit the personal 

representatives to appoint a director. 

The company’s bankers, as is common 

with these types of cases, froze the 

company’s bank accounts.

The judge stated: ‘In my judgment, 

in the exceptional circumstances 

of this case, it does seem to me 

that unnecessary delay is taking 

place in entering the names of the 

named executors on the company’s 

register of members. The company is 

presently completely directionless, with 

no officer capable of acting on its behalf. 

It is only the court that can rectify that 

situation by ordering rectification of the 

register. Normally the company should 

await the grant of probate; but, in this 

case, it may be too late for the company 

if it does… In the circumstances of 

this case, which I repeat are wholly 

exceptional, and in order to ensure the 

survival of the company, I am satisfied 

that the court can and should exercise its 

power under section 125 of the 2006 Act 

to order rectification of the register.’

Clearly, the judgment was beneficial 

but the cost of the delay and potential 

loss of business highlights that sole 

shareholder-directors may wish to 

revisit the articles and, if operating 

under Table A or similar, may wish to 

revise these articles.

Free guides
ACCA has a range of free white-

label business guides. They are 

short summaries of business issues 

ranging from duties to marketing. They 

are available at bit.ly/ACCA-guides. AB

56 Accounting and Business June 2018

UK_T_Update.indd   56 14/05/2018   16:48

www.bit.ly/ACCA-guides
www.maximiti.co.uk


Career confusion
Young finance professionals in the 

public sector are in the dark about 

their future because of a lack of 

transparent career paths, a new ACCA 

report warns. Only one in four young 

finance professionals believes their 

current organisation offers a clear 

career path, according to Generation 

Next: managing talent in the public 

sector. Alex Metcalfe, ACCA head 

of public sector policy, said: ‘Public 

sector organisations are typically unable 

to compete on remuneration for top 

talent, but must instead communicate 

a holistic offering to their candidates 

that includes clear career paths and a 

positive work environment.’ See next 

month’s edition for more information.

Hunt writes to MPs 

Jeremy Hunt has written to fellow 

Conservative Party MPs asking for 

suggestions on how to finance the rising 

costs of the NHS. It is widely reported 

that the health secretary is interested 

in a hypothecated tax, perhaps via the 

national insurance system, to pay for 

health and social care. A cross-party 

committee of MPs has welcomed the 

idea, but Treasury ministers have told 

reporters that they oppose the principle 

of hypothecation.

£28m 
The amount the government has 
pledged to support young people in 
receiving education and employability 
training as part of Social Impact Bonds.

The view from
Jen Fourie FCCA, senior finance adviser, government 
financial reporting, public spending group, HM Treasury

A big challenge at 
present is supporting the 
implementation of IFRS 9, 
IFRS 15 and soon IFRS 16 
in the public sector. I am 

also helping departments 

deliver objectives such 

as the public bodies 

relocation programme through the new 

Government Property Agency. Brexit is 

obviously topical and so is planning for 

the next spending review.

 

I enjoy the varied, challenging work 
and the opportunity to work with really 
smart and talented people. I appreciate 

the high level of responsibility that the 

Treasury’s flat organisational structure 

offers, which is great for personal 

development and ministerial access. 

The Treasury is one of the smallest 

government departments but has by far 

the greatest impact on the lives of every 

person living in the UK.

 

My advice to others starting their 
careers or to those who have areas 
they need to develop is to find 
someone who is good at those things 
and emulate them. Try to job-shadow, 

chat with them about how they 

approach the things that they do well 

and that you find challenging. Most of 

my learning and development has been 

from working and engaging with people 

who inspire me.

 

I’m studying for a master’s degree, so 
I juggle work, study and participating 
in ACCA offerings. I’m also guilty of 

binge-watching a series on Netflix 

now and then. AB

I appreciate the 
high level of 

responsibility that 
the Treasury’s flat 

organisational 
structure offers, 

which is great for 
ministerial access

No two days are the same 
at HM Treasury. Although 

there are longer term 

strategic priorities, working 

at the heart of government 

means that much of the 

work is reactive. The average 

day is a mix of meetings 

with internal and external stakeholders, 

answering emails and delivering on HM 

Treasury’s responsibilities for setting 

the financial reporting standards and 

requirements in central government. 

My working hours are flexed around 

business need – that’s the trade-off from 

being at the centre of economic and 

finance policy decision-making. 

 
As a senior finance adviser, I 
provide financial reporting, financial 
management and related public 
spending risk advice to a range of 
stakeholders. This helps to ensure 

spending remains consistent with the 

government’s fiscal strategy. I also 

provide support, effective challenge 

and guidance on the public finance 

implications of spending decisions.
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Demands for client data
The number of HMRC requests to 

accountants and other professional tax 

advisers for confidential information 

on clients suspected of tax crimes 

has risen by 19%. HMRC was given an 

extra £800m in funding in 2015 to help 

meet a target of tripling the number of 

criminal investigations by 2020. Advisory 

firm RPC, which compiled the data, 

said HMRC’s Criminal Investigation 

Directorate will seek a ‘production 

order’ to compel accountants and other 

tax advisers to disclose confidential 

information relating to their clients who 

are suspected of tax fraud. It adds that 

firms can struggle to balance the need 

to provide HMRC with the requested 

documentation while at the same time 

ensuring they do not breach their duty 

of confidentiality to clients. RPC partner 

Adam Craggs said: ‘While it is quick and 

easy for HMRC to issue these orders, it is 

a huge burden on firms.’  

Carr’s 109-year old audit 

KPMG has won the tender to audit Carr’s 

Group, which has been audited by PwC 

and its predecessor firms for 109 years. 

PwC was unable to bid for the contract 

under audit rotation rules. Carr’s Group 

is based in Carlisle and has a number of 

agricultural and engineering divisions. 

61% 
of jurisdictions worldwide have fully 
adopted the international Code of 
Ethics for Professional Accountants.
Source: IFAC

The view from
Olivia Willis FCCA, financial services extended assurance 
manager, EY, and Outstanding Pole in Scotland 

Being ACCA-qualified 
has opened up many 
opportunities. It is a widely 

recognised qualification, 

and in my experience is 

always sought after by 

financial services employers. 

ACCA has given me a more 

practical view of the industry rather than 

a purely academic one, which is hugely 

beneficial in my day-to-day work. 

ACCA membership provides access to 
a large network of professionals. It was 

a privilege to serve as a panel member 

on the Glasgow and West of Scotland 

Members Network, developing events 

and networking opportunities for my 

fellow members in the region.

As a working mother and an expat, 
I am proud to have found success in 
the UK financial services sector. I have 

combined my Polish heritage and work 

experience to co-found the Polish 

Professionals Forum – a community 

interest company that supports young 

Polish people early in their careers in 

Scotland. I was thrilled to be named 

Outstanding Pole in Scotland by the 

Polish Consulate General in 2015, 

and in 2016 was recognised with 

the Community Star Outstanding 

Contribution Award by PwC.

Outside of work I spend time with 
my daughter, partner and friends. 
No day is wasted. I have learnt several 

languages and am always ready for a 

sporting challenge. This summer will 

be the most difficult to date – a Half 

Ironman in Poland. AB

I have combined 
my Polish 

heritage and work 
experience to  

co-found the Polish 
Professionals 

Forum 

My father (an engineer)
and mother (a teacher) 
had an early influence on 
my career choice. After 

moving from Poland to 

Scotland I started studying 

for the ACCA Qualification. 

Having qualified at Morgan 

Stanley, I then spent five years working 

in internal audit (IA) at RBS before 

joining PwC and now EY. My current role 

encompasses IA, advisory services and 

project management with clients across 

financial services.

I am working on a major regulatory 
project for a large UK bank. I lead 

on three areas that focus on ensuring 

compliance with the Senior Managers 

and Certification Regime (SMCR) in 

banking and insurance. Non-compliance 

with SMCR, along with the General Data 

Protection Regulation and client money 

and assets regulation, are among the 

top three risks in financial services. 

Underlying all these is the expanding 

use of IT and the speed of development 

that companies must meet. 
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Back to square one?
The collapse of construction giant Carillion in 
January despite its auditors raising no warning 
flags has put the Big Four’s dominance of the 
big company audit market back in the firing line
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‘More choice could degrade quality’ 
The FRC’s Melanie Hind says that the UK’s audit regulator has seen improvement in 

audit quality and that ‘most of the audits we see are good’. 

Although there was no pass/fail in the qualitative assessments made by the FRC 

three or four years ago, around a third of the high-risk audits it reviews could be 

improved. Hind says: ‘We want to see the 33% fall to 10% by the time of our 2019 

annual report; even then, if this is achieved, we won’t rest on our laurels.’ 

She emphasises that these reviews are challenging and that firms take them 

seriously, and believes that circumstances and expectations are changing. ‘Auditors 

are doing more in-depth, challenging work than previously,’ she says. ‘Corporate 

complexity, public expectations and level of assurance expected have all risen. The 

FRC sees cases where the auditors need to do more.’

But she makes clear her concerns: ‘I am wary of saying that broadening choice 

will lead to improved audit quality: it could have the opposite effect. The Big Four 

are systemically important, especially as the UK has the second largest capital 

market in the world, which is underpinned largely by assurance provided by the Big 

Four. If confidence was undermined in one of the firms, we worry about contagion 

in the capital markets. It would be better to have more firms so a collapse in 

confidence in one firm would not spread to the whole market.’

contract pitches costing up to £300,000 

a throw, continually missing out was not 

a good return on investment. 

Frank Field MP, chair of the work and 

pensions committee (the parliamentary 

committee holding a Carillion inquiry), 

says: ‘That the next biggest contender 

in the audit market has decided to bow 

out of the ring surely adds to a central 

question emerging from our inquiry into 

the collapse of Carillion. If number five 

has given up trying to compete with 

the Big Four, what hope for the rest? It 

looks ever more like government will 

In 2016 it was all set to be so different. 
The European Union’s audit reforms 
were due to take place that June, 
triggering mandatory audit firm 
rotation, while further prohibitions and 
restrictions on non-audit services were 
promoting unprecedented levels of 
audit tendering. Half of all FTSE 350 
audits were going to be up for grabs.

Adrian Stone, then head of audit at 

KPMG UK, said in April that year: ‘The 

reforms have driven unprecedented 

levels of audit tendering activity, which 

in turn has resulted in a vibrant market 

for audit and other professional services 

with a particular focus on audit quality 

and innovation and technology to 

enhance the audit process.’

Roll forward to February 2018 and the 

bright picture had turned much darker. 

MPs were criticising KPMG as the 

external auditor and Deloitte as internal 

auditor for the judgments they made 

over the collapse of their contractor 

client Carillion. 

Concerns have spread wider than just 

one bust business, however significant 

Carillion may have been; the whole of 

the audit market is now under scrutiny. 

To some critics, the inference is clear: 

lack of competition led to poor-quality 

auditing. And that poor work, say 

the critics, was exacerbated by the 

shortcomings of the auditor regulator 

the Financial Reporting Council (FRC).

Market dominance
Despite the promise of the 2016 EU 

reforms, the audit market for large 

quoted companies remains the 

preserve of the Big Four. So far the 

rotation of auditors seems to have been 

a game of pass the parcel played by 

the Big Four alone. 

In April 2018 Grant Thornton said it 

would no longer bid for FTSE 350 audits 

after repeatedly coming second to 

the Big Four firms – a result it blamed 

on systematic market failings. With 

have to act to restore competition in a 

market that is failing.’

The FRC is calling on the Competition 

and Markets Authority (CMA) to 

review the Big Four market. But where 

Field sees the audit market as a cosy 

‘oligarchy’, the Big Four auditors want 

scale and specialisms so they can offer 

quality services. It is a challenge that 

new CMA chair Andrew Tyrie seems 

happy to take on.

A call from a parliamentary committee 

will not secure great competition in 

the audit market: the how and why of 

injecting more competition are not 

straightforward. Andrew Gambier, 

head of audit and assurance in ACCA’s 

professional insights team, warns: ‘We 

need to unpick what it is about this 

market that means we end up with a 

few big players.’ He says the decision-

making process when choosing an audit 

firm is ‘full of micro-decisions, which 

taken together nudge the decision 

process in favour of the larger firms’. 

A multinational business, for example, 

justifiably chooses an auditor with an 

‘It looks ever more 
like government 

will have to act to 
restore competition 

in a market that 
is failing’
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Scrutinising the regulator
In April 2018 the government announced it was asking the chair of UK Research 

and Innovation John Kingman (an ex-Treasury mandarin and current chair of Legal 

& General) to conduct a review and report back by the end of 2018 to ensure the 

FRC’s ‘structures, culture and processes; oversight, accountability and powers; and 

its impact, resources and capacity are fit for the future’. 

The FRC has welcomed this review. The FRC’s Melanie Hind told AB: ‘The FRC’s 

roles and responsibilities have evolved over time. The last review of FRC and its 

powers was in 2012, and since then there have been changes in societal views, public 

expectation and issues such as Brexit. It is timely to look again at how the FRC can 

best serve the public interest.’

Spin-offs, split-ups and supporters
The FRC’s chief executive Stephen Haddrill has suggested that one way of ending 

the Big Four’s dominance would be to spin off their audit arms into separate 

businesses. It is not clear whether audit/consultancy conflicts are the major 

issue, given the much tighter restrictions on selling non-audit services alongside 

the audit, nor how such a move would smash down barriers to entry into an 

audit. Nor is it clear how it would make competing easier for Grant Thornton, 

or how setting up an audit-only business to try to win large audits would be any 

more attractive. The result might simply be four commodity-type businesses 

struggling to attract talent.

The other way would be to create a Big Eight out of the Big Four by splitting 

them down the middle. Leaving aside the whole problem of how to divide global 

networks, it may be possible to split firms by service line, but that would not 

guarantee greater competition. Would the Big Eight audit firms then attempt to 

build a banking practice from scratch, for example, or decide not to enter that 

sector? In that case there would be more audit firms, but the banks would have no 

greater choice of auditors. 

ACCA’s Gambier suggests the use of supporting auditors: the Big Four 

firm remains group auditor but smaller firms take on the client’s divisions 

and subsidiaries. But what about about loss of control, split responsibility, 

unknowable or unreliable quality? Despite all that, it may be a solution worth 

exploring (see also page 28).

auditors to account, he warns that, in 

the rush to judge, the subtleties of the 

issue seem to get lost.

Competition v choice
The FRC’s executive director for 

audit and actuarial regulation, 

Melanie Hind, says the FRC 

distinguishes between competition and 

choice. ‘Since retendering and rotation 

[R&R], avid competition has emerged 

on quality and innovation between 

the Big Four/Big Six, which has been 

beneficial,’ she says. ‘But R&R has not 

broadened choice; potentially it has 

narrowed it. 

‘Restricting the services auditors 

provide – in terms of previous 

consultancy services – means the 

pool of independent providers is 

small, especially if the audit switch is 

unplanned. Audit committees must 

work hard to schedule tendering to 

ensure audit firms meet independence 

rules to bid [for the audit]. 

Hind continues, ‘A small number 

of significant economic entities have 

little choice over who they can appoint. 

It could be just one firm. Appointing 

beyond the Big Four may not be seen 

as practicable because of technical 

and geographical challenges. There 

is no silver bullet, no one remedy.’ AB

Peter Williams, journalist

equally extensive network.

While the market overall might 

benefit from greater diversity in audit 

firms, individual audit committees 

might sense security in the safe 

harbour of a Big Four firm. Gambier 

says: ‘They may view going for a larger 

firm as a safer option in the long run. If 

a business fails after choosing a smaller 

auditor, the audit committee would be 

‘A small number 
of significant 

economic entities 
have little choice 

over who they can 
appoint. It could be 

just one firm’

asked why they had chosen that firm.’ 

Gambier wrote the recent ACCA 

report Tenets of a quality audit, which 

explores the characteristics of – and 

some of the tensions around – doing 

audit work well. He says: ‘When a 

business problem arises, it does not 

necessarily indicate a problem in the 

audit process. The audit has inherent 

limitations.’ While he supports holding 

62 Accounting and Business June 2018

UK_YPRAC_Big4.indd   62 11/05/2018   17:09



SURVEY OPEN 4-25 JULY

How can we best support your development and career ambitions? 
We’re designing the next generation of CPD support so please help 
us to shape your future. Complete the survey at:

www.accaglobal.com/CPDsurvey

CPD support 
Have your say, 
we’re listening

www.accaglobal.com/CPDsurvey
www.accaglobal.com/CPDsurvey


Follow the money
Few accounting firms take proper account of the profitability of 
their various service lines. It’s time to take stock, says Derek Smith

For many accounting firms, the source 
of their profits is less clear than 
some of their clients might imagine. 
Although all firms hopefully know their 
bottom line, perhaps surprisingly not 
all know what drives their profits and 
which services or clients are the real 
profit-producers. 

Many firms don’t know the real costs 

of winning, undertaking and retaining 

clients and assignments. Often, the 

high-profile one-off assignment with a 

fee of £50,000 – but an attainment cost 

of £10,000 – is heralded more loudly 

than the 10-year retention of a client 

with a recurring and escalating fee of 

£10,000, which was won with little or 

no cost and is paid by regular direct 

debit. It is not uncommon for firms to 

fail to recognise the lifetime value of 

clients or even record this invaluable 

historic information.

Accountancy firms are different 

from other professional services firms 

– in particular, when it comes to their 

relationships with clients. Lawyers 

tend to have more transaction-based 

dealings with clients, rather than being 

relationship-based, and often their 

service provision is more discrete or 

one-off than that of the accountant. 

In contrast, it would be unusual for 

an accountant to deal with a client’s 
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Follow the money

perilous, as shown by the demise of a 

number of established firms over the last 

20 to 30 years.

Similarly, firms need to be careful that 

their partner reward systems are not too 

tightly linked to service-line profitability 

alone if they are to avoid the inevitable 

peaks and troughs that follow general 

economic trends – corporate finance 

and insolvency, for example, can be 

very cyclical.

Horses for courses
Another problem is failing to structure 

work and analyse data appropriately. 

Firms need to take an overall view 

on performance and profitability, and 

partners must avoid becoming involved 

in work that should be handled by 

others in terms of cost or competency, 

or both. Many partners retain work that 

is either above or below their level of 

competence. The effect is not only a 

reduction in potential profitability but 

also a significant increase in risk.

Probably the most dangerous 

senior professionals are those who 

take on client work for which they are 

not adequately trained. This can also 

extend to practice tasks where partners 

undertake responsibilities for which they 

are ill-equipped. Time and again, we 

encounter practices where the partners 

responsible for such areas as appraisals, 

recruitment or IT have little or no formal 

training in the area.

Allied to this is the area of non-

chargeable activity. Clearly, working ‘on 

the business’ is as vital as working ‘in the 

business’; but it is equally important to 

ensure that such activities are planned, 

targeted, channelled and measured. 

In many cases, time that should be 

recorded as chargeable is recorded 

as non-chargeable and, as a result, 

any management decisions based on 

assessments of profitability are flawed.

There is also an increasing trend for 

firms to dispose of some parts of their 

business that they believe to be less 

profitable than others. While this can 

work, firms need to recognise that the 

more services they provide to their 

clients, the more likely they are to be 

viewed as a trusted adviser rather than 

a low-cost provider. They need also to 

consider a potential acquirer down the 

track, which might be reluctant to invest 

in a business where it is constrained 

by covenant from offering many of the 

services that it provides.

In the recent past, many firms have 

divested their financial services business 

lines, often because they struggle to 

find the right people to provide the 

service. They need to reflect on the 

nature of the service line and the skills of 

their employees. Having said this, don’t 

assume that staff with a tax background 

will be able to work with clients across 

other assignments. The added value 

that accountants can bring is to simplify 

seemingly complex issues and sell 

clients solutions they need rather than 

what they think they want – and then use 

the right people to meet those needs.

Although Peter Drucker said that the 

‘concept of profit maximisation is, in 

fact, meaningless’, never did he suggest 

that profits should not be measured! AB

Derek Smith is a senior consultant at 

Foulger Underwood Associates

Some firms hold the 
view that all work 
should make the 

same contribution. 
This is akin to 
supermarkets 

abandoning 
loss leaders

accounts and not deal with their tax, 

for example. This has implications not 

only for structure but also for the nature 

of financial arrangements with clients, 

who, in many cases, may still be billed 

on a single-fee note for a multitude of 

different services.

Traditionally, partners would do 

everything relating to a client – be 

it accounting, auditing, taxation or 

general financial advice – but our 

world has changed and increased 

complexity means this is no longer 

appropriate. Organisation along service 

lines (audit, tax, accountancy, company 

secretarial, corporate finance, insolvency, 

financial services, etc) has become 

more commonplace. Even these 

structures, however, should probably be 

challenged, as they fail to recognise that 

some businesses increasingly want – and 

need – specialist advice appropriate to 

their sector. 

There are still a large number of firms 

that make no attempt to analyse their 

profits with reference to the nature of 

the work that is being undertaken, or 

that make judgments based solely upon 

recoveries against charge-out rates. 

Even when firms attempt to assess 

profitability based upon charge-out 

rates, they often take no account of the 

cost of delays in payment or delays by 

partners in billing for work.

Some firms still seem to hold to the 

view that all types of work should make 

the same percentage contribution to 

profits. This is akin to supermarkets 

abandoning loss leaders but still 

believing they will attract the same level 

of customer footfall.

A key management goal should be 

to ensure that the source and nature 

of the profits is understood and that 

these are maximised. Without question, 

there are richer rewards in high-value, 

non-compliance work, but to seek 

to undertake such work without the 

bedrock of compliance work can be 
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Fiscal frontier unfolds
Devolution in Scotland is causing tax anomalies that affect many employees crossing the 
border, not just military personnel. And the situation is set to get even more complex

naval base by 2020 and another 400 

personnel moving to RAF Lossiemouth. 

But this won’t just affect the armed 

forces. ‘Differential tax rates in different 

countries within the UK make relocation 

of staff more difficult,’ says Paul 

Falvey, tax partner at BDO. ‘Hence 

the suggestion of topping up the 

military salaries so that those posted to 

Scotland get the same take-home pay 

as colleagues south of the border.

The tax anomaly resulting from Scottish 
devolution that has affected English 
submariners based in Clydeside has 
ramifications for any employee crossing 
the border.

Up to 8,000 military personnel in 

Scotland face paying more tax than 

their UK counterparts after Scotland’s 

new income tax system came into force 

in April. UK defence secretary Gavin 

Williamson has intervened to reassure 

servicemen and women that he is 

looking to mitigate the negative impact 

of Scottish taxes. 

The new Scottish system introduces 

five income tax bands and rates versus 

three bands in the rest of the UK. As a 

result, those earning more than £26,000 

will pay more tax compared with their 

rest-of-UK colleagues. In terms of the 

military, those affected include 1,400 

submariners due to move to the Clyde 
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employees, as many international 

businesses already do.

‘The only surprise here is that the UK 

armed forces hadn’t seen the problem 

coming, although they had a minimum 

of six years to take on board the 

implications of the legislation enacted in 

Holyrood and Westminster,’ Bull adds.

When a tax is fully devolved, such 

as a land and buildings transaction 

tax or a waste disposal tax, its 

administration and collection is relatively 

straightforward because the relevant 

tax authority can identify how much 

tax should be paid by whom, on what 

and when, Bull says. ‘The patchwork 

of changes we’re seeing across the 

UK, where particular differences are 

accompanied by partial powers, takes 

the complexity and potential issues to a 

completely different level.’

Employees who are Scottish 

taxpayers, wherever they work, should 

ensure their PAYE codes include the 

letter S, Bull advises. He adds, ‘Unless 

and until income tax is wholly devolved 

to a particular country, there’s no sign of 

these difficulties getting any easier.’

 

More issues to come
The UK already has a pretty complex 

tax regime. Divergence – particularly 

around tax – just adds another layer 

of complexity, according to Chas 

‘As the differences in effective tax rates 

change over time, there may eventually 

be significant difference in take-home 

pay for individuals working in the same 

job in different countries. This may make 

recruitment more difficult in the high-

tax location, and may even encourage 

businesses to form a local subsidiary, 

much as now occurs across the EU.’

 

Border-hopping
Tax anomalies caused by devolution 

could in theory lead to more border-

hopping to save money. ‘For example, 

you may choose to buy a house in 

Wales rather than England, as there is 

less Welsh land transaction tax to pay 

than English stamp duty land tax,’ says 

Falvey. ‘There may also be advantages 

for the self-employed. For example, 

under the current rules a married couple 

who both earn £155,000 would pay a 

combined £4,000 more in tax a year if 

they live in Scotland.’

Falvey believes the best long-

term solution is for the regional UK 

governments not to use their powers to 

vary tax rates and for the tax rules to be 

simplified. ‘Unfortunately, simplification 

often demands political bravery, as it 

can mean that some taxpayers lose out, 

so it’s difficult to see that happening 

any time soon.’

At RSM, senior tax partner George 

Bull points out that the Scotland Acts 

of 1998 and 2012 made it possible for 

a Scottish and English taxpayer sitting 

next to each other and doing the same 

work for the same company to be 

paying different amounts of tax. ‘That 

possibility has now become a reality,’ 

Bull says. ‘This is no different to the 

situation experienced by multinational 

corporations seconding employees from 

one jurisdiction to another.’

Employers with staff who find 

themselves in this position may 

have little alternative but to fund tax 

equalisation arrangements for their 

Roy-Chowdhury, head of taxation 

at ACCA. ‘We’ve got government 

employees – military personnel – who 

are not happy that they’re going to 

be taxed more if they’re positioned 

in Scotland not of their own choice,’ 

he says. ‘So in that sense I think it 

is throwing up problems in having 

devolution in tax.

‘At the moment, the rule changes just 

apply to Scotland, but there may be 

changes coming down the pipe too for 

Northern Ireland – for example, the rate 

of corporation tax will be cut to 12.5% if 

they get their power-sharing agreement 

sorted out.’

Roy-Chowdhury also thinks that more 

such issues are going to surface. He 

says: ‘I was on the committee run by 

HMRC looking at the devolution of tax, 

and we’ve got problems around lorry 

drivers who go in and out of Scotland 

and the rest of the UK. We’ve got 

farmers who move things right across 

the border. There are a whole host of 

other complexities where issues are 

about to be thrown up by having a 

divergent tax policy.’

Legal divergence in areas such as tax 

avoidance further complicates matters. 

For example, the Scottish government 

has set out a general anti-avoidance 

rule (GAAR) for the country that sets the 

bar for Revenue Scotland to take action 

against artificial tax avoidance schemes 

lower than it is for HMRC. The GAAR 

equivalent across the rest of the UK is a 

general anti-abuse rule. 

‘So all round, there’s a lot of new 

complexity and uncertainty caused 

by politicians rather than a tax move, 

if you like,’ Roy-Chowdhury adds. ‘If 

we can’t have a single tax system, 

then the politicians need to work on 

their devolved plans – including the 

rest of the UK – and seriously look at 

simplifying the tax regimes.’ AB

Victoria Masterson, journalist

‘It may make 
recruitment 

more difficult 
in the high-tax 

location and may 
even encourage 

businesses to form 
a local subsidiary’
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Pilots on board
With eight countries signed up to its pilot, the International Compliance Assurance 
Programme marks a shift towards a more multilateral approach to tax administration

group’s cross-border activities and gain 

assurance that a group’s tax position is 

all above board and that any relevant 

tax risks have been identified. Any 

issues that cannot be agreed through 

ICAP will be handled via processes such 

as advance pricing agreements or, when 

deemed necessary, a tax audit.

The move is a direct result of BEPS 

Action 13 on transfer pricing and 

CbC reporting, which allows different 

administrations to work from the 

same data, supported by improved 

cooperation between the various tax 

administrations. Eight countries have 

joined the pilot: Australia, Canada, 

Italy, Japan, the Netherlands, Spain, 

the UK and the US. A number of 

other members of the FTA will act as 

observers to the pilot.

However, it is not clear how 

many multinational groups will be 

participating in the pilot scheme. It is 

Eight major economies, including 
the UK and US, have signed up to a 
voluntary pilot programme that will, 
in theory, give multinational groups 
greater certainty over tax liabilities 
based on their country-by-country 
(CbC) reports. The move is being 
led by the OECD’s Forum on Tax 
Administration (FTA) and forms part 

‘Changes in tax 
regimes bring 

uncertainty, and 
uncertainty brings 

disputes. This is 
the environment 
in which ICAP is 

being driven’

of the organisation’s base erosion and 
profit shifting (BEPS) project.

The voluntary International 

Compliance Assurance Programme 

(ICAP) will use CbC reports and 

other information to ease the way to 

open and cooperative discussions 

between multinational enterprises 

(MNEs) and tax administrations. The 

aim of the programme is to improve 

the effectiveness of current risk 

assessment processes, ensuring a faster, 

more efficient route to tax certainty 

through better coordination and use  

of resources.

It is hoped that ICAP will help tax 

administrations reach early decisions 

about the level of transfer pricing, 

permanent establishment and other 

international tax risks found in a group’s 

CbC reports. Working multilaterally, 

tax administrations should be able to 

build a comprehensive picture of a 
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The ICAP process
When the OECD launched the pilot in January 2018, it released a 30-page handbook 

(bit.ly/ICAP-pilot-handbook) that sets out the processes and what is required from 

the tax authorities and MNEs. The application process may vary by jurisdiction, but 

an MNE group wishing to take part will be asked to identify participating jurisdictions 

where it operates and that it wishes to be included in a multilateral risk assessment.

Once a group’s participation in ICAP is confirmed, it will be asked to provide a 

package of documents, including its CbC report, to the lead tax administration. 

This will be shared among tax administrations participating in the group’s ICAP risk 

assessment, along with any other information these tax administrations hold on the 

group for risk-assessment or risk-assurance purposes. The tax administrations will 

then conduct an assessment of the transfer-pricing and permanent-establishment 

risks posed by the group. 

Each tax administration will then issue an outcome letter to the group, which will 

set out each of the covered risks where the tax administration has been able to gain 

assurance and any identified tax risks that remain.

risk, to participate in the programme. 

However, EY warns that while ICAP is 

a voluntary programme, groups may 

be approached by their national tax 

administration in 2018 in order to gauge 

overall levels of interest regarding 

potential future participation. ‘MNE 

groups should, therefore, ensure that 

they are aware of ICAP’s workings, as 

well as the potential challenges and 

benefits of participation,’ the firm says in 

a global tax briefing document.

The OECD says that as a result of 

BEPS Action 13, countries can now 

work from the same dataset to assess 

transfer pricing and other BEPS-related 

risks across multiple tax administrations. 

‘By enabling participating tax 

administrations to consult with each 

other and hold multilateral conversations 

with a [multinational] group, ICAP allows 

for a more robust and considered basis 

for risk assessment using this new data,’ 

the organisation says.

The OECD lists a number of benefits 

that will fall out of the pilot. These 

include a fully formed and targeted 

use of CbC report information, a more 

efficient use of resources, a more 

co-ordinated approach, and a faster 

understood that each group currently 

involved in the pilot was invited to 

participate by the tax authority of the 

jurisdiction in which it is headquartered.

A multilateral assessment of specific 

international tax risks posed by each 

multinational group in the pilot started 

in January. All risk assessments are 

expected to be completed within 18 

months, as participating jurisdictions 

may have differing financial years. 

Some may take fewer than six months 

to complete if assurance is achieved 

during the first-level assessment. 

The key point is that while ICAP does 

not provide an MNE group with legal 

certainty, it can give assurance where 

tax administrations participating in the 

programme consider risks to be low. 

Although the pilot focuses on low-

risk taxpayers, the OECD hopes that 

taxpayers with higher risk profiles will 

enter the ICAP programme in the future.

Chris Sanger, global head of tax 

policy at EY welcomed the move, 

saying there has been a huge change 

in international tax regimes, especially 

around transfer pricing and permanent 

establishments. ‘One of the big 

concerns is that these changes bring 

a great deal of uncertainty, and that 

uncertainty brings disputes. This is the 

environment within which ICAP is being 

driven,’ he says. ‘There is an interesting 

range of countries involved, as some 

perspectives can be different.’

Going multilateral 
ICAP marks an important milestone in 

the international tax arena, reflecting 

a shift towards a more multilateral 

approach to the administration of 

tax, supporting and expanding the 

important role of other processes,  

such as bi- and multilateral advance 

pricing agreements.

At the moment, it is understood that 

each participating tax authority will 

nominate one group, perceived as low 

and clearer route to multilateral tax 

certainty. Perhaps most importantly, 

the OECD argues that ICAP could see 

fewer disputes entering into mutual 

agreement procedures.

The OECD observes that cooperation 

among FTA member tax administrations 

has vastly increased in both depth and 

frequency in recent years, which will be 

complemented by ICAP.

The key, however, will rest with 

how multinational groups can show 

that they are low or at least only 

medium-risk taxpayers. As the OECD 

says: ‘ICAP can provide a pathway to 

greater international tax certainty for 

MNE groups and tax administrations 

alike, which is a positive BEPS-related 

outcome for MNEs wishing to be 

transparent and compliant. This also 

reflects the G20’s agenda on tax 

certainty that supplements the work  

on BEPS.’ AB

Philip Smith, journalist

More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd
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Back to basics
In the latest in our series on ‘all you needed to know but were to afraid to ask’,  
Nigel Beck offers tips on how the finance function can be a better business partner

processes and on improvements in 

quality. These metrics put the focus on 

customer, employee, operational and 

financial measures.

One of the key areas to focus on is 

streamlining management reporting, 

reducing the number of metrics 

reported across the business. ACCA 

and KPMG research on enterprise 

performance management over the last 

couple of years (bit.ly/ACCA-KPMGperf) 

has consistently identified the challenge 

of businesses reporting on too many 

KPIs, including ones that are not 

linked to the true value processes in 

the organisation. Businesses must 

report only one version of the truth 

and produce management information 

centrally to enhance business insight.

The balanced scorecard provides 

structure and simplicity, and in my 

experience can produce results that far 

exceed expectations. In one particular 

project I was involved in, balanced 

scorecards provided an increase in sales 

as well as a 1.7% reduction in costs 

without the need to reduce resources. 

This initiative also achieved increased 

levels of customer satisfaction and 

employee satisfaction.

But critical to success is the finance 

team having access to the right data 

in the first place. ACCA’s report The 
race for relevance emphasises that 

good data governance is essential. This 

is all the more challenging in today’s 

era of data democratisation, where 

many more business units have access 

to company data. It’s increasingly 

important to work through appropriate 

data governance mechanisms, and 

finance has a critical role to play in this. 

Finance functions today are being 
encouraged to embrace business 
partnering in order to support the 
organisation in its need to become 
more competitive, innovative, agile 
and forward-looking. The finance team 
is in a unique position to support these 
ambitions because it looks right across 
the business. 

From my experience in business 

partnering at a number of FTSE 100 

companies, I see three critical areas 

where finance can have a positive 

impact, particularly in today’s disruptive 

business environment.

Operating cost analysis
Today’s accounting software can 

be set up in order to provide 

management with an overview of 

activity and process costs across the 

company in a format they understand, 

helping them make faster and better 

business decisions. For example, 

imagine if they had information on 

costs relating to activity and processes, 

including the cost of answering 

a customer phone call, raising an 

invoice, acquiring or retaining a 

customer, or providing the product 

or service to the customer. Sharing 

this information with management 

is a great way to demonstrate that 

the finance team can speak the 

same language as them and provide 

valuable cost transparency. 

This information becomes even 

more powerful if you can explain how 

changes in the underlying volumes 

in the business impact the cost base. 

By understanding the volumes that 

drive the business, you can calculate 

Sharing process 
cost information 

with management 
is a great way to 

demonstrate that 
the finance team 

can speak the same 
language as them

the unit rate of particular activities. For 

example, let’s say the cost of answering 

a customer phone call is £3.60. This 

information can be used to improve 

management decision-making for such 

areas as outsourced telemarketing 

campaigns or overflow call-centre 

facilities to maintain the same level of 

customer service. 

In addition to helping with cost 

transparency and capacity planning, it 

can support benchmarking activities, 

sales channel analysis, and even 

product profitability and pricing 

decisions. In my experience, activity-

costing models can provide a 2% 

reduction in costs, without the need to 

reduce resources.

Balanced scorecards
To drive the business forward in a 

balanced and measured way, using 

Robert Kaplan and David Norton’s 

balanced scorecard approach is 

still a great way to achieve positive 

results. Reporting on key performance 

indicators (KPIs) can keep the focus 

on the time taken to complete key 

C
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support the customer experience. 

Measuring processes to identify any 

weaknesses and then implementing 

change can significantly enhance 

business performance in a short 

period of time. You can then measure 

the process to quantify the level of 

improvement achieved. The key here 

is the measurement. This will always 

ensure you have a control point, and 

can determine and communicate the 

absolute level of improvement.

Finance business partners should 

embrace the many opportunities to 

Six Sigma
Over the last few years, methodologies 

that improve underlying business 

processes have become increasingly 

popular. Finance teams in particular 

have been strong advocates of Six 

Sigma – a fact-based methodology that 

values defect prevention over defect 

detection. It drives customer satisfaction 

up and improves bottom-line results by 

reducing inefficiency.

At the core of Six Sigma is the 

importance of focusing on customer 

needs and measuring the metrics that 

implement one or all of the above 

methods. Each of them can improve 

the contribution of the finance team  

within a company and demonstrate 

added value to the business’ 

bottom line. AB

Nigel Beck FCCA, managing director, 

Optimum Value Solutions 

C
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More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd
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What it means for members
The innovations to the ACCA Qualifi cation ensure that 

members will continue to be recognised as individuals who 

are ready to lead, adapt and help their organisation succeed, 

with the right blend of technical, ethical and professional 

skills. ACCA has built on its current exams to remain relevant 

in the modern world; in the same way our members continue 

to keep their knowledge up to date through our professional 

development (CPD) programmes. As ever, the rigour of the 

qualifi cation remains paramount.

Want to help the next generation?
One thing members can do is to act as a mentor for ACCA 

students going through our syllabus and exams, and taking the 

next steps in their career. A mentor can unlock the potential of 

the next generation of ACCA members and help secure our 

future reputation. Find out more at accaglobal.com/advocacy.

Strategic advantage
A range of innovations to the ACCA Qualifi cation include a new Strategic Business 
Reporting exam launching later this year. Judith Bennett explains

From September, the ACCA 
Qualifi cation takes the next 
step in its evolution with the 
introduction of the Strategic 
Business Reporting exam. 
It is a signifi cant move, 
closely allied to the launch 
of a new Strategic Business 
Leader case study, which 
together with our specialist 
Options exams will form 
a redesigned upper level 
of the exam journey for 
ACCA students.

This top level of the ACCA 

Qualifi cation – now called 

Strategic Professional – aims 

to help form the professional 

accountant of the future. It 

will build on changes in the 

qualifi cation that have already 

been implemented: the new 

Ethics and Professional Skills 

module and the introduction 

of more work-relevant 

computer-based exams. 

These innovations are the 

result of in-depth research 

that sets out the biggest 

drivers for change and 

the future skills that will 

be needed by tomorrow’s 

professional accountants. 

The result of conversations 

with more than 2,000 

C-suite and senior fi nance 

professionals across the 

world, ACCA’s Professional 
Accountants – the future 
report showed that the 

increasingly globalised, 

digitised and uncertain 

business environment means 

professional accountants will 

have a more vital role to play 

than ever.

The changes we are 

making to the qualifi cation 

will help to ensure students 

are equipped with the 

best professional skills and 

technical ability to respond 

to these challenges.

The Strategic Business 

Reporting exam will 

take corporate fi nancial 

reporting to a new level. 

Replacing the existing 

P2 Corporate Reporting 

exam, it is designed to 

expose students to the 

wider context of fi nance 

and business reporting. 

It develops the vital skills 

they will need to explain 

and communicate the 

implications of transactions 

and reporting to all 

stakeholders. Equipped with 

these enhanced reporting 

skills, they will become 

‘persuaders in chief’ to 

the board, ensuring that 

directors are equipped with 

the knowledge to take the 

best course of action.

Drivers of change
To provide some context 

for this change, it is 

necessary to understand 

the drivers of change that 

are exerting pressure on 

the accountancy profession 

and the wider business 

and fi nancial communities. 

ACCA research indicates that 

regulation and governance, 

digital technologies, 

stakeholder expectations 

and globalisation are all 

combining to shake up the 

way that organisations report 

their fi nancial and non-

fi nancial performance.

Explaining these changes 

and the impact they will have 

on the organisation will fall to 

the professional accountant. 

The scope of corporate 

reporting will increase; more 

regulation, more disclosure 

and an increased awareness 

of how fi nancial reporting 

interconnects with non-

fi nancial reporting mean 

professional accountants 

will need to communicate a 

more comprehensive view of 

corporate reporting.

The bigger picture
Financial reporting will 

remain at the core of the 

exam, as strong technical 

skills and ethical mindsets 

will be pivotal to success, 

but corporate reporting 

is becoming more holistic 

– less about the numbers 

and more about the 

organisation’s ‘story’. 

The changes to the 

qualifi cation will equip 
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More information

Find out more about the changes to the ACCA Qualification 
at future.accaglobal.com/changes-to-the-qualification

a professional accountant, 

according to Professional 
Accountants – the future, is 

the ability to communicate 

a holistic view of corporate 

reporting, presenting the big 

picture of an organisation’s 

performance and progress, 

rather than focusing on the 

detailed numbers. 

The changes to the ACCA 

Qualification, the Strategic 

Business Reporting exam 

and the Strategic Business 

Leader case study (which 

Equipped with 
these enhanced 
reporting skills, 

professional 
accountants 
will become 

‘persuaders in 
chief’ to the board

you can read about in more 

detail in my article in the 

March edition of AB) will 

equip our members with 

the skills to reaffirm their 

competencies in these 

areas. It is an evolution that 

will ensure the professional 

accountant remains relevant 

in today’s and tomorrow’s 

business reporting world. AB

Judith Bennett is ACCA’s 

director of professional 

qualifications

students with the skills that 

are required to present 

this big picture, carefully 

selecting details so that 

stakeholders do not drown 

in information.

This is 

why ACCA 

has evolved 

the former 

corporate 

reporting 

syllabus, 

which already 

incorporated 

a holistic 

approach, 

into the new 

Strategic 

Business Reporting exam, 

with a requirement to 

examine corporate reporting 

from different perspectives. 

Among the 10 key 

competencies required by 
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More information

Read an Accounting and Business interview with Mei Sim Lai 
at http://bit.ly/ab-my-lai

Guest of honour Mei Sim Lai (front, right) met guests who 
were keen to hear about her experiences in the UK.

The event was an opportunity to hear about the current 
work of ACCA Malaysia.

Meet and greet
ACCA Malaysia gave a warm welcome to UK-based members and students, as well as 
Malaysian employers, at an evening reception at The Adelphi in London

ACCA members and 
students, together with 
Malaysian employers 
gathered at The Adelphi 
in March for an evening of 
celebration and networking. 
Hosted by the ACCA 
Malaysia team, UK-based 
Malaysians were invited to 
the event, ‘Jom bersantai 
(Malay for ‘let’s chill’) 
with ACCA’. 

Edward Ling, head of 

ACCA Malaysia, got the 

evening’s celebrations 

under way with introductions 

before handing over to 

ACCA chief executive Helen 

Brand, who shared ACCA 

news including exciting 

changes to the qualifi cations 

and ACCA’s 200,000th-

member milestone. She 

thanked members and 

employers for their support, 

boutique practice in 2007 

after many years as a partner 

in a mid-tier fi rm. She is a 

strong advocate of gender 

equality and champions 

women in the workplace, for 

which she was awarded an 

OBE in 2004. 

This month, she 

becomes the chairman 

of the British Malaysian 

Society, a bilateral 

friendship organisation 

that enhances British-

Malaysian relations – a 

fi tting appointment for a 

woman whose myriad roles 

helping others touched 

all who attended the 

evening’s festivities. AB

Mei Sim Lai FCCA. Lai is 

the representative deputy 

lieutenant of HM Queen 

Elizabeth II for the London 

borough of Brent, founder 

and principal of LaiPeters 

& Co and chairman of the 

Mulan Foundation Network, 

a charity that recognises 

the achievements of 

Chinese women.

Lai enthralled guests 

with her story of how 

she left Malaysia with a 

one-way ticket to the UK 

to become a respected 

professional accountant, 

setting up her own 

highlighting ACCA’s 

legacy of over 80 years of 

partnership in Malaysia.

Guest of honour was 

London-based member 
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Helen Brand talked about ACCA’s recent developments, 
including the 200,000-member milestone, as well as 
ACCA Malaysia’s achievements.

Alan Hatfi eld, ACCAs executive director – strategy and 
development, talked to students.

Edward Ling met representatives from 
Deloitte Malaysia.

The event provided an opportunity for students to meet 
potential employers and gain insights from members.

Angela Sam, Head of Learner Experience at ACCA, 
listened as Mei Sim Lai shared stories of her long and 
varied career in the UK.

ACCA members Michael and Faridah Mulcock, with 
Norlida Azmi, group chief human capital offi cer and Izhan 
Fariz Hasanuddin, senior general manager, UEM Group.
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1993

2000

Success story
This year, ACCA is celebrating three decades of partnership in 
mainland China. We look back at some of the highlights

1980-89

1988

An ACCA delegation visits 

the China Association for 

International Exchange of 

Personnel, the Ministry of 

Finance and the Chinese 

Institute of Certified Public 

Accountants (CICPA), 

two weeks after CICPA’s 

establishment.

1990-99

1993

The first ACCA training 

programme is set up at 

Shanghai University of 

Finance and Economics. 

Selected universities in 

Beijing, Guangzhou, Tianjin, 

Dalian and Wuhan set up 

similar programmes.

1998

ACCA opens offices in 

Beijing and Shanghai.

2000-09

2000

More than 100 graduates 

attend award ceremonies in 

Beijing and Shanghai.

2001

ACCA opens an office in 

Guangzhou.

2004

ACCA holds its first ‘Job 

Hunting Competition’ in 

Shanghai to help university 

students improve their 

employability. It has 

since become a national 

university competition. 

| Ping An becomes the 

first Platinum Approved 

Employer in China.

2006

ACCA and CICPA co-

organise the first Training 

for Trainers programme for 

1988

university lecturers. By the 

third year of the programme, 

82 university lecturers 

receive training.

2008

ACCA holds its first 

Educator Forum in 

Shanghai to accelerate 

the development of 

accounting talents. | 

Shanghai University of 

Finance and Economics 

is the first ACCA 

Platinum Approved 

Learning Partner in China. 

| First ACCA Steering 

Team formed in Shanghai 

comprising senior ACCA 

members. Teams in ACCA 

Northern and Southern 

China are also formed. 

| ACCA opens an office 

in Shenzhen.
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2010…

2010

ACCA and CICPA sign 

a memorandum of 

understanding (MoU) during 

the World Congress of 

Accountants in Malaysia, 

signed by ACCA chief 

executive Helen Brand and 

CICPA secretary general 

Chen Yugui. | ZTE Corporate 

becomes the first ACCA 

Global Approved Employer 

in mainland China.

2012

ACCA opens an office 

in Shenyang.

2013

ACCA and BDO sign a 

strategic MoU in Shanghai 

to develop international 

finance talents. BDO 

becomes one of ACCA’s 

Platinum Approved 

Employers. | ACCA signs an 

MoU with Xiamen National 

Accounting Institute. | ACCA 
China Professional Expert 

Forum is established to 

cooperate with industry 

on economic reform and 

enterprise transformation.

2015

ACCA opens offices in 

Wuhan and Qingdao. 

| Shanghai National 

Accounting Institute 

(SNAI) and ACCA 

launch SNAI-ACCA CFO 

Leadership Research Centre 

in Shanghai.

2016

ACCA signs strategic 

cooperation agreement 

with Beijing National 

Accounting Institute 

and Shanghai National 

Accounting Institute 

respectively. | ACCA 

launches its landmark 

ACCA Qualification – the 

future at a national ceremony 

in Shanghai.

2017

ACCA partners with ZTE 

Finance Cloud to launch 

the Chinese Certificate in 

Global Business Services. 

| ACCA opens an office 

in Changsha.

2018

ACCA creates new 

Greater China portfolio. | 

ACCA celebrates 30 years 

in China. AB

2006 2010

2013 2015

2016
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House Price Index
                              2014       2015       2016      2017       2018
January                  560.2      615.3      680.0     705.4      719.2
February                577.4      615.4      667.8     699.5      715.0
March                    575.6      620.0      688.9     708.1      736.8
April                       577.5      642.6      692.9     718.8
May                       601.2      643.0      699.1     723.5
June                      603.1      659.9      717.8     722.1
July                        614.0      657.1      708.6     723.6
August                   602.0      665.6      692.5     727.9
September             605.3      656.3      692.5     725.1
October                  600.4      660.6      701.0     726.0
November              606.9      659.2      702.1     727.1
December              600.2      660.2      704.7     712.3
All Houses (January 1983 = 100)                                       Source: Halifax 

June 2018
Figures compiled on 8 May 2018

Bank Base Rates

LIBOR

Mortgage Rates

Date                  Rate
4.6.98             7.50%
8.10.98           7.25%
5.11.98           6.75%
10.12.98         6.25%
7.1.99             6.00%
4.2.99             5.50%
8.4.99             5.25%
10.6.99           5.00%
8.9.99             5.25%
4.11.99           5.50%
13.1.00           5.75%
10.2.00           6.00%
8.2.01             5.75%
5.4.01             5.50%
10.5.01           5.25%
2.8.01             5.00%
18.9.01           4.75%
4.10.01           4.50%
8.11.01           4.00%
6.2.03             3.75%
10.7.03           3.50%
10.7.03           3.50%

Date                  Rate
6.11.03           3.75%
5.2.04             4.00%
6.5.04             4.25%
10.6.04           4.50%
5.8.04             4.75%
4.8.05             4.50%
3.8.06             4.75%
9.11.06           5.00%
11.1.07           5.25%
10.5.07           5.50%
5.7.07             5.75%
6.12.07           5.50%
7.2.08             5.25%
10.4.08           5.00%
8.10.08           4.50%
6.11.08           3.00%
4.12.08           2.00%
8.1.09             1.50%
5.2.09             1.00%
5.3.09             0.50%
4.8.16             0.25%
2.11.17           0.50%

Date                  Rate
1.10.01           6.50%
1.11.01           6.25%
1.12.01           5.75%
1.3.03             5.65%
1.8.03             5.50%
1.12.03           5.75%
1.3.04             6.00%
1.6.04             6.25%
1.7.04             6.50%
1.9.04             6.75%
1.9.05             6.50%
1.9.06             6.75%
1.12.06           7.00%
1.2.07             7.25%

Date                  Rate
1.6.07             7.50%
1.8.07             7.75%
1.1.08             7.50%
1.3.08             7.25%
1.5.08             7.00%
1.11.08           6.50%
1.12.08           5.00%
1.1.09             4.75%
1.2.09             4.50%
1.3.09             4.00%
1.4.09             3.50%
4.1.11             3.99%
1.10.16           3.74%
1.12.17           3.99%

Existing Borrowers - Source: Halifax 

                     2015      2016      2017     2018
January        0.56%    0.59%    0.36%   0.52%
February       0.56%    0.59%    0.36%   0.58%
March           0.57%    0.59%    0.34%   0.71%
April              0.57%    0.59%    0.33%   0.71%
May              0.57%    0.59%    0.29%
June             0.58%    0.56%    0.31%
July              0.58%    0.49%    0.29%
August          0.59%    0.39%    0.28%
September    0.58%    0.38%    0.34%
October        0.58%    0.40%    0.40%
November     0.57%    0.38%    0.52%
December     0.59%    0.37%    0.52%
3 MONTH INTERBANK - closing rate on last day of month

Retail Prices Index
                      2003     2004     2005     2006     2007     2008     2009     2010     2011     2012     2013     2014     2015     2016     2017     2018
January         178.4    183.1    188.9    193.4    201.6    209.8    210.1    217.9    229.0    238.0    245.8    252.6    255.4    258.8    265.5    276.0
February        179.3    183.8    189.6    194.2    203.1    211.4    211.4    219.2    231.3    239.9    247.6    254.2    256.7    260.0    268.4    278.1
March            179.9    184.6    190.5    195.0    204.4    212.1    211.3    220.7    232.5    240.8    248.7    254.8    257.1    261.1    269.3    278.3
April               181.2    185.7    191.6    196.5    205.4    214.0    211.5    222.8    234.4    242.5    249.5    255.7    258.0    261.4    270.6
May               181.5    186.5    192.0    197.7    206.2    215.1    212.8    223.6    235.2    242.4    250.0    255.9    258.5    262.1    271.7
June              181.3    186.8    192.2    198.5    207.3    216.8    213.4    224.1    235.2    241.8    249.7    256.3    258.9    263.1    272.3
July               181.3    186.8    192.2    198.5    206.1    216.5    213.4    223.6    234.7    242.1    249.7    256.0    258.6    263.4    272.9
August           181.6    187.4    192.6    199.2    207.3    217.2    214.4    224.5    236.1    243.0    251.0    257.0    259.8    264.4    274.7
September     182.5    188.1    193.1    200.1    208.0    218.4    215.3    225.3    237.9    244.2    251.9    257.6    259.6    264.9    275.1
October          182.6    188.6    193.3    200.4    208.9    217.7    216.0    225.8    238.0    245.6    251.9    257.7    259.5    264.8    275.3
November      182.7    189.0    193.6    201.1    209.7    216.0    216.6    226.8    238.5    245.6    252.1    257.1    259.8    265.5    275.8
December      183.5    189.9    194.1    202.7    210.9    212.9    218.0    228.4    239.4    246.8    253.4    257.5    260.6    267.1    278.1          
13th January 1987 = 100                                                                                                                                                                                                             Source: ONS

“OFFICIAL RATE”*
Effective Date                           Rate
1.3.09                                     4.75%
6.4.10                                     4.00%
6.4.14                                     3.25%
6.4.15                                     3.00%
6.4.17                                     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                           Rate
29.9.09                        3.00%/0.50%
23.8.16                        2.75%/0.50%
21.11.17                      3.00%/0.50%

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

Effective Date                           Rate
27.1.09                                   3.50%
24.3.09                                   2.50%
29.9.09                                   3.00%
23.8.16                                   2.75%
21.11.17                                  3.00%

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

Effective Date                           Rate
6.11.08                                   2.25%
6.12.08                                   1.50%
6.1.09                                     0.75%
27.1.09                                   0.00%
29.9.09                                   0.50%

                         MARCH                                         DECEMBER
           YEN   US$   SFr      €                            YEN   US$   SFr      €   
2012    132   1.60   1.44   1.20               2011   120   1.55   1.45   1.20
2013    143   1.52   1.44   1.18               2012   139   1.62   1.48   1.23
2014    172   1.67   1.47   1.21               2013   173   1.65   1.47   1.20
2015    178   1.48   1.44   1.38               2014   186   1.56   1.54   1.28
2016    161   1.44   1.38   1.26               2015   178   1.48   1.47   1.36
2017    139   1.25   1.25   1.17               2016   143   1.23   1.25   1.17
2018    149   1.40   1.34   1.14               2017   151   1.35   1.32   1.13

Certificates of Tax Deposit
                                     w.e.f. 6.3.09           w.e.f. 6.2.09           w.e.f. 9.1.09       
up to £100K                 0.00% (0.00%)      0.00% (0.00%)      0.00% (0.00%)  
£100K+ 0-1 mth         0.00% (0.00%)      0.00% (0.00%)      0.00% (0.00%)  
£100K+ 1-3 mth         0.75% (0.00%)      1.00% (0.50%)      1.50% (0.75%)  
£100K+ 3-6 mth         0.75% (0.00%)      1.00% (0.50%)      1.25% (0.50%)  
£100K+ 6-9 mth         0.75% (0.00%)      1.00% (0.50%)      1.25% (0.50%)  
£100K+ 9-12 mth       0.75% (0.00%)      0.75% (0.25%)      1.25% (0.50%)  
Encashment rates shown in brackets. Above rates are paid gross but are liable to tax. 

HM Revenue & Customs Rates

Data specially compiled for            by

% Annual Inflation
                          2013        2014        2015        2016        2017        2018
January               3.3%        2.8%        1.1%        1.3%        2.6%        4.0%
February              3.2%        2.7%        1.0%        1.3%        3.2%        3.6%
March                  3.3%        2.5%        0.9%        1.6%        3.1%        3.3%
April                     2.9%        2.5%        0.9%        1.3%        3.5%
May                     3.1%        2.4%        1.0%        1.4%        3.7%
June                    3.3%        2.6%        1.0%        1.6%        3.5%
July                     3.1%        2.5%        1.0%        1.9%        3.6%
August                 3.3%        2.4%        1.1%        1.8%        3.9%
September           3.2%        2.3%        0.8%        2.0%        3.9%
October               2.6%        2.3%        0.7%        2.0%        4.0%
November            2.6%        2.0%        1.1%        2.2%        3.9%
December            2.7%        1.6%        1.2%        2.5%        4.1%
                                                                                         Source: ONS

% Change Average Weekly Earnings
                              2014       2015       2016      2017      2018
January                  1.5%       1.4%       2.8%       1.7%      2.8%
February                 2.3%       0.6%       1.2%       2.4%      2.0%*
March                     1.8%       4.4%       2.3%       2.6%
April                       -1.4%       2.9%       3.0%       1.3%
May                        0.6%       2.9%       2.4%       2.1%
June                       0.4%       2.2%       2.4%       2.9%
July                        0.5%       3.8%       2.6%       1.7%
August                    0.8%       3.3%       2.1%       2.4%
September              1.5%       2.2%       2.6%       3.0%
October                   2.0%       2.0%       2.9%       2.5%
November               1.8%       2.2%       3.1%       2.5%
December               2.7%       1.9%       1.9%       3.2%
Whole GB economy unadjusted Figures include bonuses and arrears
*Provisional                                                                          Source: ONS

Exchange Rates on last working day

Source: Barclays

Late Payment of Commercial Debts
From              To                   Rate
1.7.16               31.12.16        8.50%
1.1.17               30.6.17          8.25%

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

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)
0.1% w.e.f. 6.6.16 (previously 0.3% w.e.f. 1.7.09).

Interest in Personal Injury cases: Future Earnings - none. Pain &
Suffering - 2%. Special Damages: same as “Special Rate” - see Funds
in Court above (½ Special Rate payable from date of accident to date
of judgment). 

Interest Rate on Confiscation Orders in Crown & Magistrates Courts:
same rate as applies to High Court Judgment Debts.

SCOTTISH COURTS
Decrees: Court of Session & Sheriff Courts 8% w.e.f. 1.4.93 (previously
15% w.e.f. 16.8.85).

NORTHERN IRISH COURTS
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).
Interest on amounts awarded in Magistrate Courts 7% w.e.f. 3.9.84.

ADMINISTRATION OF ESTATES
England & Wales: Interest on General Legacies: 0.1% w.e.f. 6.6.16 (pre-
viously 0.3% w.e.f. 1.7.09). Interest on Statutory Legacies (for deaths
before 1 October 2014): 6% w.e.f. 1.10.83 (previously 7% w.e.f.
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.

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.

Effective Date Rate
17.6.07         7.08%
12.8.07         7.33%
13.1.08         7.08%

Effective Date Rate
16.3.08         6.83%
18.5.08         6.58%
16.11.08       6.08%

Effective Date Rate
1.10.10         3.63%
6.7.15           3.12%
18.6.17         2.61%

Income Support Mortgage Rate

DATA PAGE

From              To                   Rate
1.7.17               30.12.17        8.25%
1.1.18               30.6.18          8.50%

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.

www.moneyfactsgroup.co.uk
The UK’s largest provider of savings and mortgage data

Tel: 01603 476476
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Stand-out member
One of the most influential women in accounting education in the UK has been 
recognised by the University of London for her outstanding contribution

Professor Susan Dev OBE 
FCCA has been awarded an 
honorary doctor of science 
(economics) degree by the 
University of London (UoL) 
as part of its celebration of 
exceptional women who 
have excelled educationally 
and professionally. 

Dev, who in 1979 became 

the first female professor of 

accounting in the UK, at the 

London School of Economics 

and Political Science (LSE), 

was awarded an OBE in 

1992 for her distinguished 

career. (She also came in first 

place when she qualified 

with ACCA in 1964, and was 

awarded a distinction in 

The Chartered Institute of 

Taxation’s examination.)

In addition to being the first 

to break the gender barrier 

in the UK profession, Dev is 

recognised as an exceptional 

mind in her field, and in 

2003 was the first woman to 

receive the British Accounting 

Association’s prestigious 

Lifetime Achievement Award.

Dev is widely known for 

supporting others in their 

education and careers – for 

example, creating the Susan 

Dev Scholarship at the LSE for 

a high-performing overseas 

undergraduate in 2008, 

and being involved in the 

development, management 

and examination of a suite of 

degree programmes through 

UoL’s distance- and flexible-

learning offering.

‘I would not have got where 

I did in my career without the 

exam results I achieved with 

ACCA,’ said Dev., ‘I am very 

thankful for being a member.’ 

Speaking after the award 

was made, UoL vice-

chancellor Mary Stiasny said, 

‘We are delighted to have 

awarded Professor Dev with 

an honorary degree because 

she is a world-class achiever, 

the first in her field, and an 

inspirational woman’. AB
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Managing your energy levels
9 June, London, £40

Managing your energy levels during stressful times can be 

tricky, but great self-management doesn’t come by accident; 

it requires focused attention. Managing and leading yourself 

is necessary if you want to consistently make the right choices 

and take the right actions. Mastering these skills will serve 

you well, personally and professionally, and will help you to 

be at your best when you encounter the challenges of change 

and uncertainty.

Join Joy Marsden and the ACCA Women’s South East 

Network at this Saturday morning event, where we will be 

sharing insights into how to: 

* increase personal confidence and resilience

* stay motivated when everything around you is changing

* lead yourself and others successfully

* engage effectively and shine as a team

* focus your energy to get the best results. 

Events

Wine-tasting and networking
5 June, Norwich, free

The ACCA Norwich 

Members’ Network Panel 

invites you to an evening 

of networking, wine and 

nibbles. Meet with fellow 

ACCA members and 

professionals in the area 

while sampling a variety of 

wines guided by experts at 

HarperWells.

Humber business week
5 June, Hull, free

Aimed at business owners 

and managers, this taster 

session will give attendees 

an understanding of the 

fundamentals of business 

finance and the financial 

implications of the decisions 

you make. It will help you:

* identify the role and 

importance of finance 

within organisations 

* better understand the 

terminology and jargon 

used in finance

* understand the main 

elements of the financial 

statements 

* identify the tools used 

by the external market to 

assess organisations.

ACCA meets BAC Mono
7 June, Liverpool, free

Join us at the BT Convention 

Centre for a behind-the-

scenes look at Briggs 

Automotive Company’s 

BAC Mono, which was 

named car of the year in 

2011 by Top Gear’s ‘the 

Stig’ and meet the team 

involved with bringing this 

exciting company to the 

heart of Liverpool, including 

Liverpool City Council. 

Employment law (employers)
7 June, Edinburgh, free

This event will cover 

developments in 

employment regulation, 

including contracts of 

employment, unfair 

dismissal, discrimination, 

capability, and disciplinary 

practitioners ensure their 

clients are compliant. 

The focus will be 

‘employment status’, an 

increasingly high-profile 

topic with the gig economy 

bringing into sharp focus 

the question of what 

employment rights these 

workers actually have.

and grievance. The event 

is suitable for practitioners 

with SME clients as well as 

small businesses employing 

their own staff.

Employment law 
(practitioners)
12 June, Glasgow, free

This event will help 

Upcoming events
ACCA has a broad programme of over 200 events and webinars this year, providing 
members with CPD, technical updates and excellent networking opportunities
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More information

Use the CPD Resource fi nder to search for events listed 
here, at accaglobal.com/cpd-resources 

David Parmenter 
masterclass
19-22 June, London, £550

Renowned speaker David 

Parmenter is hosting 

masterclasses that will 

address key issues to help 

improve your business: 

you lead yourself. Great 

self-leadership doesn’t just 

happen, it requires focused 

attention. Key topics in this 

course include:

* developing a unique, 

people-centred 

approach

* leveraging your strengths 

to engage with others 

* four key areas you can’t 

ignore if you want to 

influence others 

* understanding the 

value of soft skills and 

using them to create a 

winning team

* using your skills to 

bringing out the 

potential in others.

Channel Islands conference
13-15 June, Guernsey, from 

£607 non-residential; £765 

residential

Be inspired by our expert 

panel of speakers who 

will provide insights on 

current business practices, 

accounting, taxation and 

leadership skills. Sessions 

will cover:

* accounting – IFRS and 

FRS 102

* taxation – Guernsey, 

Jersey and UK

* Guernsey and Jersey law 

* professional 

development, wellbeing 

and leadership

* GDPR, bitcoin and 

fintech.

Attend the whole conference 

on a residential or non-

residential basis, or book 

individual sessions. For 

more information email 

professionalcourses@

accaglobal.com

Plymouth Gin distillery tour
21 June, Plymouth, free  

This tour involves a 

fascinating overview of the 

history of the distillery as 

well as an introduction to 

the Plymouth Gin distillation 

process and the botanicals 

that are used. Visitors also 

participate in a short, tutored 

tasting of Plymouth Gin 

Original and Plymouth Sloe 

Gin. At the end of the tour 

guests can choose between 

a complimentary miniature of 

Plymouth Gin to take home 

or enjoy a Plymouth Gin and 

tonic at the Refectory Bar.

Charity quiz night
28 June, Milton Keynes, £60 

per team of four

Join the ACCA Bedford 

Luton, Northampton 

member network for a 

charity quiz night. Test your 

knowledge on a range of 

topics while enjoying food 

from around the world. 

The money raised will be 

donated to local charity 

Medical Detection Dogs, 

which trains dogs to pick 

up the scent of human 

disease. The charity is at the 

forefront of the research into 

the fi ght against cancer and 

helping people with life-

threatening diseases.

Professional courses

Leadership in action
6 June, London, £495

To become a great leader, 

you must fi rst need to be 

a great person. Leading 

others effectively will be 

determined by how well 

* Rapid month-end 

reporting (19 June)

* Transform your 

enterprise with winning 

KPIs (21 June)

* Lean best practices to 

transform your finance 

team (22 June). AB

British Accountancy Awards 2018
There’s still time to enter this year’s British Accountancy 

Awards, taking place at London’s Grosvenor House Hotel on 

26 September. 

Winning brings many rewards, including the chance to 

showcase your organisation’s excellence in accountancy and 

fi nance and to benchmark your practice against other fi rms. 

ACCA is proud to regularly see our members and their fi rms 

honoured at the awards. In 2018 over 40 of our fi rms where 

short-listed across the best independent fi rms of the year’ 

categories and ifor ndividual awards including ‘partner of the 

year’ and ‘rising star of the year’. 

 The deadline for entering the awards is Thursday 14 June. 

Find out more at britishaccountancyawards.co.uk

ACCA executive director Raymond Jack (left) presented 
the Rising Star of the Tear award in 2017 to KPMG’s Rachel 
O’Toole, with event host Hugh Dennis.
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More information

Visit accaglobal.com/wcoa to access your discount code 
and register for our member reception
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Global summit
Special rates and events for ACCA members at this November’s 
agenda-setting World Congress of Accountants in Sydney

Members attending 
the World Congress of 
Accountants (WCOA) on 
5–8 November are entitled 
to special conference 
rates as a result of ACCA’s 
gold sponsorship of the 
event. They will also enjoy 
an ACCA programme of 
networking and CPD events.

The networking 

opportunities include an 

ACCA member reception 

on 6 November at Doltone 

House, Jones Bay Wharf, 

a heritage venue with views 

of Sydney Harbour Bridge.

Members attending will 

be able to look for their 

name on ACCA’s member 

wall, which is touring the 

world to celebrate the 

200,000-member milestone. 

Having already visited 

Europe, Asia and Africa, the 

wall will go on to Australia for 

its grand finale at the WCOA. 

Hundreds of members have 

left messages on the wall 

– see the virtual version at 

200k.accaglobal.com.

The WCOA, held every 

four years, has a packed 

programme covering a wide 

range of issues, including 

trust, ethics and integrity, 

disruptive technology, 

sustainability, leadership – 

and much more.

ACCA chief executive 

Helen Brand says: ‘2018’s 

congress is called Global 

Challenges/Global Leaders, 

with a programme centred 

around building prosperity 

and acting in the public 

interest – broad themes 

that strike right to the 

heart of the profession 

and how it operates on 

the global stage.

‘I’m thrilled that ACCA will 

again be taking part. We will 

be showcasing key research 

and working alongside our 

strategic alliance partner 

Chartered Accountants ANZ.’

ACCA research to be 

presented at the event 

will cover issues such as 

robotics, the future skills of 

accountants, and China’s Belt 

and Road initiative. AB

Former UN chief
Ban Ki-moon, secretary 

general of the United 

Nations from 2007 to 

2016, will be speaking at 

the conference, joining a 

range of other high-profile 

speakers including Olympus 

whistleblower Michael 

Woodford and historian 

professor Niall Ferguson. 
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Looking  to the  future.   
Leading  the way.
The world is changing fast and with it, finance. ACCA is leading the way to the 
profession’s future with an evolved qualification based on major global research 
involving thousands of ACCA members working at the cutting edge of business. 

Together we’re keeping ACCA at the forefront of tomorrow’s challenges.  
Find out more at accaglobal.com/tomorrow

www.accaglobal.com/tomorrow



