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·
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Wanted

Riding the waves
BBC Media Action's Alan de Sousa Caires on
bringing TV and radio to 200 million people

Welcome
Despite the Brexit background noise threatening to drown all else out, we look at one
British-based global success story – as well as some other looming disruptors
As the UK continues to suffer the

this landscape? In our article on page

uncertainty and confusion of Brexit,

40, we find out about the importance

including no-deal scenarios and

of emotional intelligence and the need

backstops for backstops, there is at

for professional accountants to reassess

least one area of endeavour where

their relationships with technology.
Getting in touch with your emotional

Britain still brings a measure of

intelligence is also vital in making

influence to bear globally.
BBC Media Action collaborates

workplaces safe for everyone. One year

with governments and NGOs to bring

on from the beginning of the #MeToo

informative programming to parts of

movement, we take a look at sexual

the world where local resources may

harassment policies and procedures, and

not available. As FD of the international

suggest practical steps businesses can

development charity arm of the BBC,

take to create the right environment for

Alan de Sousa Caires FCCA supports the

their staff. See page 62.

broadcasting that reaches 200 million

It has been 10 years since the Prince

people around the world, on topics such

of Wales’ Accounting for Sustainability

as vaccination programmes in Nigeria,

initiative set up its Accounting Bodies

as well as dramas and magazine shows.

Network to influence the sustainable

Read more on page 68 about how he

accounting agenda. On page 30 we look

helps keep the funding flowing for the

at its achievements to date and its goal

charity’s fascinating work.

for the future of getting organisations

Closer to home, technology is having

to develop a longer-term economic and

a profound impact on how business

environmental mindset.

is run. For the finance function, this

That’s it for 2018. I hope 2019 will bring

has meant adapting to the rise of

lots of positive news for us to report!

AB

automation while acknowledging that
robots could take over human tasks.

Jo Malvern, editor

What is the place for the professional in

joanna.malvern@accaglobal.com
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Sculptures by
Matthew Darbyshire,
commissioned by
Selfridges and Yorkshire
Sculpture Park, went on
temporary display in the
revamped department
store, which has seen
operating profits rise to a
record £181m this year.

East Midlands practice
Duncan & Toplis
won the award for
Outstanding Advisory or
Client Project of the Year
at the British Accountancy
Awards 2018 for its work
with the International
Bomber Command
Centre in Lincoln.

Bangkok has been
named the world’s most
visited city. In 2017
the capital of Thailand
attracted more than 20
million foreign overnight
visitors, lured by
attractions including the
Emerald Buddha Temple
inside the Grand Palace.

A gold 1977 Ferrari 512
BB was expected to sell
for up to £450,000 at
Sotheby’s in London, in
the world’s first auction
dedicated entirely to
gold. The sale was also
due to include Marc
Quinn’s sculpture of
supermodel Kate Moss.
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News in brief
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
CMA reviews audit

contribution more effective

Rotation fee hike

will not happen because

The Competition and

competition could make to

Mandatory audit rotation

Germany opposes it and

Markets Authority (CMA)

improving audit quality.’ The

has coincided with a 10%

that new tax rules could

has initiated a study of the

Financial Reporting Council

hike in audit fees for FTSE

lead to the US introducing

audit sector to consider

is meanwhile considering

100 companies, according

new import duties. ‘It is

whether the audit market is

whether firms should be

to research from Source

important to wait and see

competitive and sufficiently

denied consulting work

Global Research. One in

what the Organisation for

resilient to maintain high

for audit clients. Mid-tier

three FTSE 100 companies

Economic Cooperation

quality standards. CMA

firms BDO, Grant Thornton

complained there is

and Development (OECD)

chairman Andrew Tyrie

and Mazars have lobbied

insufficient competition in

proposes in 2020,’ argued

said: ‘Sir John Kingman’s

the House of Commons

the market. However, 80%

Roy-Chowdhury.

independent review of the

business select committee to

of comparable companies in

regulator is a big step in the

strengthen audit competition

the US, German and French

Cost of Carillion

right direction. And the CMA

rules. But PwC has urged

marketplaces said there

The collapse of the Carillion

will now examine the market

regulators to ignore calls to

was sufficient competition.

construction and business

carefully to establish what

break-up the Big Four.

Edward Haigh, director of

services group will cost the

Source Global Research,

state over £150m, it has

explained: ‘Competition

emerged. Accountancy and

remains between the Big

legal firms are expected

Four, and this is having the

to charge at least £70m for

unintended consequence

the liquidation, redundancy

of pushing up fees – in part

payments will total £65m,

because these firms are

while other costs will

spending much more time

exceed £20m. The figures

pitching for work.’

were obtained by Unite

Former UN secretarygeneral Ban Ki-moon is
speaking at WCOA

World Congress of Accountants

8

through use of freedom of

UK’s digital tax

information inquiries. They

The UK will go it alone with

confirm predictions made

a digital services tax of its

earlier this year by the

own if it is unable to obtain

National Audit Office.

On 5-8 November the World Congress of Accountants

international cooperation

convenes in Sydney, Australia. ACCA is a gold sponsor.

in levying a tax on internet

‘Goat ate my return’

Headlining the event, which is themed Global

transactions, Chancellor

‘A goat ate the form’ is one

Challenges/Global Leaders, is former UN secretary-

Philip Hammond told

of the unusual explanations

general Ban Ki-moon. Other speakers include Sir Bill

the Conservative Party

for late returns of Companies

English, former prime minister of New Zealand; Sri Mulyani

conference. In a letter to

House paperwork. Another

Indrawati, Indonesia’s minister of finance; economic

the Financial Times, ACCA’s

claimed a volcanic eruption

historian Professor Niall Ferguson; and ACCA chief

global head of taxation

as justification. Possibly

executive Helen Brand. AB’s January 2019 edition will

Chas Roy-Chowdhury

more plausible explanations

include highlights. Also look out for news direct from

responded: ‘We should not

included being distracted by

the event on AB Direct.

go it alone.’ He argued that

Valentine’s Day and finding

the EU’s digital services tax

the accountant in a bath with
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Accounting for the Future
Registrations are now open for ACCA’s annual virtual conference on 27-29 November. Gain
up to 21 units of free CPD and stay ahead of the curve on issues affecting finance professionals.

On the agenda
•

Facing the future: taking on

•

Four strategies to

the megatrends together
supercharge your career
•

Business models of the future

•

Robotics: challenges and
opportunities for the FD

•

IFRS in action: an update

•

Update from the World

More information

Congress of Accountants

accaglobal.com/AFF2018

the spouse. The supposed

allocations to staff. Starbucks

training choices. Old

their strategy discussions,

theft of documents by

disputed the story, with

apprenticeship frameworks

despite the benefits

pirates might not have been

a spokeswoman stating:

will be discontinued by the

experienced by those that

a serious suggestion.

‘Starbucks paid £13.7m in

2020/21 academic year.

do. ‘If you incorporate good

tax in the UK in 2017 at an

The CBI’s director-general

practice for running your

effective rate of 25.3%.’

Carolyn Fairbairn welcomed

business from an early stage,

the reform to a system that

your company is more likely

Taxing Starbucks
Starbucks paid tax in the
UK at an effective rate of

Levy reform

she said was ‘currently failing

to be resilient and is more

just 2.8% in the year ending

The Treasury is reforming

firms’, but added that ‘more

likely to appeal to external

October 2017, according

the apprenticeship levy in

[reform] is needed’.

investment,’ commented Jo

to analysis by the Financial

response to widespread

Times. The company

criticisms from businesses.

SMEs ‘not planning’

paid tax of US$5.9m on

Additional funding of

Too many SMEs are failing to

profits of US$213m. The

£90m will be provided to

plan more than a year ahead,

Diversity reporting

profit included a US$150m

employers to invest a quarter

warns an ACCA report. How

The majority of the UK’s

dividend from a related

of their apprenticeship

vision and strategy helps

largest companies have

company, on which tax had

funds on people working

small businesses succeed is

adopted policies on

already been paid. After

for businesses in their

the latest study in ACCA’s

boardroom diversity,

removing the dividend, the

supply chain. A further

global research programme

but their reporting to

effective tax rate was 9.4%.

£5m will go to the Institute

supporting small business

stakeholders needs to

Tax liabilities were reduced

for Apprenticeships to

growth. The research found

improve, according to

from various expenses, plus

strengthen apprenticeship

that half of SMEs do not

research conducted for the

tax relief arising from share

standards and widen

involve anyone external in

FRC by the University of

Iwasaki, head of corporate
governance at ACCA.

November/December 2018 Accounting and Business

UK_NewsinBrief.indd 9

9
17/10/2018 13:23

Exeter Business School. Its

Romanovitch, the only

to be sent on behalf of

Transaction advisory

study found that only 15%

female leader of a large

15 disenchanted partners

services grew by 13.9%,

of FTSE 100 companies

UK accountancy firm, is

and directors, alleging that

advisory 10.1%, tax 6.4%

fully complied with the UK

stepping down. She will not

Romanovitch had a ‘socialist

and assurance 4.4%. BDO

Corporate Governance

stand for a second term: a

agenda’ and ‘no focus on

in the UK has reported

Code’s provision on diversity

replacement will be elected

profitability’. Her internal

revenues up 8.5% to £464m

reporting. Separately,

and in place before the

appraisal was also leaked.

in the year ending June.

analysis by recruitment

end of 2018. Romanovitch

agency Global Accounting

said: ‘As we enter the next

KPMG misconduct

with distributable profit per

Network has found that

phase of our plans, following

KPMG and its audit partner

partner increasing 17% to

women financial directors

discussions with Grant

Richard Hinton have

£531,000. Advisory revenues

earn on average £30,000

Thornton’s board, we have

admitted misconduct in

rose 11% to £158m; audit

a year less than their male

agreed that the time is right

relation to their reports

by 9% to £165m; and tax

counterparts. Women fill

for a new CEO to take the

to the Financial Conduct

by 4.9% to £142m. Moore

42% of FD and manager

firm forward.’ Her departure

Authority (FCA) on

Stephens’ revenues were up

positions, said the agency.

follows a whispering

compliance by the Bank of

13% to £137.5m for the year

campaign, in which the

New York Mellon with client

to April, up from £121.4m in

Romanovitch resigns

Financial Times, The Times

asset rules. A disciplinary

2017. Fee income doubled

Grant Thornton’s UK

and Sky News received an

tribunal will decide on

compared with 2015 in

chief executive Sacha

anonymous email claiming

sanctions. The allegations

the wake of the merger

relate to custody assets

with Chantrey Vellacott.

worth at their peak over

Management consultancy

£1 trillion. It is not alleged

was up 13% to £12.2m, and

that clients lost money or

audit and assurance, and tax

assets as a result of the

advisory both saw revenue

misconduct. KPMG did

growth of 11%, to £70.5m

not respond to a request

and £25.3m respectively.

for comment.

Outsourcing grew 39% to

Profits rose 20% to £109m,

£16.3m, while corporate

Firms’ latest results

advisory services turnover

Deloitte has reported global

rose 34% to £6.2m.

revenues of US$43.2bn
in the year ending May

Morison KSi CEO

2018, representing an

Amanda Long will become

11.3% increase over 2017.

Morison KSi’s new CEO

Consulting revenues

from January. Long is

increased 15.7%, risk

currently director general of

advisory by 12%, tax and

Consumers International, a

FRP Advisory is being sued over its role as liquidator to the

legal by 8.7%, financial

global consumer protection

Force India Formula 1 motor racing team, which is based

advisory by 8%, and audit

membership organisation.

in Northamptonshire. Force India was sold to a group of

and assurance by 7.7%.

Her role, which will be

investors led by Lawrence Stroll, a billionaire and father of

PwC’s revenues in the

based in London, will

Formula 1 driver Lance Stroll. Russian fertiliser group Uralkali

year ending June were

focus on further growth of

claims that it should have been allowed to buy the team and

US$41.3bn, a rise of 7%.

Morison KSi and developing

that FRP Advisory was responsible for a ‘flawed sales process’

Revenues grew by 10% in

opportunities for member

which failed to sell to the highest bidder. FRP said: ‘Any legal

advisory, 8% in tax and legal,

firms to collaborate more

action brought against us will be defended vigorously, and we

and 4% in assurance. EY’s

closely. The association has a

are confident it would be dismissed.’

revenues in year ending

total of 160 member firms in

June were US$34.8bn.

82 countries.

Formula One action

10
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chief auditor and director
of professional standards

UK moves up

Larger insurance companies are far more likely to have

at the US Public Company

The UK has risen up the

embarked on projects to implement IFRS 17, Insurance

Accounting Oversight

ranking of most valuable

contracts, and IFRS 9, Financial instruments, finds KPMG.

Board and a former senior

nation brands, from fifth

partner at PwC. ‘As its next

to fourth place. According

chair, he will lead the IAASB

Nation Brands 2018, of

during an important period

those in the top 10, Italy

of innovation and change

has also moved up a place,

as well as continuing the

while Japan and India

board’s work developing

have moved down. Brand

high-quality international

Finance chief executive

audit, assurance, quality

David Haigh commented,

control and related services

‘The perceptions of Brexit go

standards that are accepted

against the economic reality’.

Setting the standards

Large insurers

67%

64%
IFRS 9

IFRS 17

and used around the world,’
said Ryozo Himino, chair

Small insurers

of the IAASB’s interim
nominating committee.
Baumann succeeds
Professor Arnold Schilder.

26%

9%

IFRS 9

IFRS 17

Barton is IIRC head
Dominic Barton has
taken over as chair of the
International Integrated
Reporting Council (IIRC)
from Professor Mervyn King.

EY gender praise

tax jurisdictions. Prem Sikka

Barton is a senior partner

EY has been praised for

FCCA, emeritus professor of

at McKinsey and was the

being the first professional

accounting at Essex Business

firm’s global managing

services firm to publish

School, responded in a

partner from 2009 to 2018.

partner pay gap figures.

tweet: ‘EU tax haven blacklist

His priority at the IIRC is to

UK chairman Steve Varley

lacks moral authority – only

lead thinking on business

was ranked in sixth place in

the less powerful are on the

strategy, the shift to long-

the top 10 list of male allies

list (American Samoa, Guam,

term investment and the

for women in business. He

Namibia, Samoa, Trinidad

future of capitalism, and to

commented: ‘By taking a

and Tobago and the US

drive the IIRC’s mission to

bold step and publishing

Virgin Islands). Rich (Ireland,

make integrated reporting

our partner pay gap data,

Luxembourg, Cyprus, US

the global norm. Dominic

we have helped to drive

state of Delaware) escape

Barton commented: ‘I believe

greater transparency in the

any action.’

that through the adoption
of integrated reporting

profession.’

Baumann at IAASB

internationally we can make

Martin Baumann has been

real changes to the way

Liechtenstein and Peru

appointed chair of the

businesses and our markets

have been removed from

International Auditing and

as a whole function.’

the European Union’s latest

Assurance Standards Board

‘blacklist’ of non-cooperative

(IAASB). He is a former

EU’s tax blacklist

AB
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+8%

Paul Gosling, journalist
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‘There is so
much more
value to finance
shared services
than just being
a transactional
powerhouse’
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Shared super-services
Dan Harris FCCA, BT’s director of finance shared services, aims to take the function
beyond its accounting powerhouse roots to secure valuable business partner status

T

investment in a pay-TV service and the

2018

acquisition of network operator EE for

Director for group finance

The shared services brand

£12.5bn in 2016. BT’s bottom line has been

shared services, BT

In any organisation finance shared services

he past few years have seen major
changes in strategy at telecoms

i

He says he wants to put a ‘service wrap’

CV

around shared services and invest more in
relationship management.

giant BT, including significant

tend to be perceived by the rest of the

affected by the period of intense corporate
transformation it has been experiencing,

2012–18

business as accounting factories. Harris

which includes identifying a new CEO.

Various finance roles,

wants to get away from that view. He says:

including M&A integration

‘There is so much more value than just

be, the shared services leader of the UK’s

lead at EE, and FD of the

being a transactional powerhouse.’

fourth most valuable brand, Dan Harris

SME B2B market at BT

His efforts to improve the shared services

As rumours circulate as to who that will

FCCA, is making strides in his new role as

function’s relationship with the rest of the

director for finance shared services. Moving

2011–12

business include identifying opportunities

away from a traditional accounting position

Financial analyst at

to provide more value-add activities. ‘That

to lead a team of 1,200 across Europe,

property and construction

will give us a chance to showcase our

India and South America, Harris says that

company CBRE

skillset and capabilities,’ he says.

as in any other at the telecoms giant. He

2008–11

made progress. He is building a new

has long been interested in taking on an

Management accountant

leadership team, launching a new operating

operational role, and as of April this year, he

at engineering and

model for shared services, defining today’s

has taken a giant stride towards that goal.

construction company

services scope and then working out how

Doosan Power Systems

to evolve that over three years to become a

a commercial mindset is as vital in his job

One of Harris’s key objectives is to

In less than a year, Harris has already

improve the brand of finance shared

more advanced function.

services within BT. ‘I applied for the

2010

role because I saw it as chance to own

Qualified with ACCA

something end to end with full autonomy,’
he says. ‘It is a chance to make a material
improvement across multiple customer-facing units.’
He says he is steering shared services to focus on three core
pillars: value, productivity and trust. ‘We want our services to
provide value; we want to be efficient and effective; and we

The new operating model is being built
from the perspective of the requirements
of the shared services management and
of a wider constituency within BT, in
particular the CFOs of customer-facing units and external
consultants. ‘We wanted to define the external benchmarks
and understand what good looks like for shared services.’
The relationship between shared services and the customer-

want to provide numbers that the customer-facing units rely

facing units – which have their own finance teams – is

on, and that means having a proper control framework.’ This is

pivotal to the success or otherwise of the finance function.

part of the vision of ‘one finance’ for BT.

Harris is adamant that the units should not be distracted by

Since taking up his role, Harris has been visiting shared

transactional work, which should be performed by shared

services sites across the Americas, Asia and Europe. ‘I have

services to capture economies of scale. Instead, the finance

been discovering what the team is going through, what

professionals in the units should be strategic business partners

processes they own, manage and run,’ he explains. ‘I’m

spending time on business insights, investment decisions and

also looking at where we have opportunities to improve

trading performance But that will work only if the CFOs of the

and standardise those processes, and how we can deliver a

customer-facing units believe that the shared services function

better service to our customers via our customer-facing units.’

is doing its job properly.
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Tips

Basics

*

‘Have self-confidence, and belief in your own knowledge

£23.7bn

and experience.’

BT’s revenue for the financial year ended 31 March 2018

*

‘Be aware of the weight you can contribute to a

£2.6bn

conversation or a debate, and don’t be afraid to make

BT’s pre-tax profit for the financial year ended 31 March 2018

*

‘Don’t be afraid to volunteer to tread into unknown

Number of BT employees globally, working in 61 countries,

territory and get stuck in. If there is an opportunity and

including 82,200 staff in the UK

that contribution.’

105,800

you feel you have the skillset to be successful in that

180

role, go for it and put in 110% effort.’

Number of countries BT operates in

*

‘I was told at the start of my career to focus on the job
you are doing today and the rest will come. I apply that

30 million

today but I do have an eye on the future.’

Number of BT consumer customers (plus 1 million businesses)

For instance, record-to-report

There are always questions

teams in Argentina, Hungary and

about the activity boundaries
between shared services and the
rest of the business. Harris wants
to offer uniform standards and
scope of services to the rest of the
business but appreciates that is
not always possible. ‘About 80%
of the process fits all customerfacing units, but 20% will have to be
tailored to account for their different
client base.’

‘Remove the
distraction of the
basics of preparing
statutory accounts
and they can work
on the value-add
such as disclosures’

India have to work together and to
do that they have to understand
each other’s attitudes and ways of
working. At every site visit, Harris
has a Q&A or town hall session,
which can reveal differences:
questions from shared services in
India come thick and fast, while
in Hungary the team is slightly
more reserved.
It is not only humans who

Finance shared services does

provide challenge; so do history

little tax, treasury or statutory
reporting. It could become involved in the hundreds of

and technology. As in many shared services, dealing with

statutory accounts that need to be prepared, but work

multiple systems and processes is an ongoing headache.

requiring in-country accounting knowledge or tax expertise

‘At the Bristol centre we have 93 people who need to access

would remain with the specialist teams. ‘It is the consistent

126 systems,’ Harris says.

principle: remove the distraction of the basics of preparing

Harris aims to contribute to any finance transformation –

statutory accounts and they can work on the value-add such as

which would include removing such variation – at BT because

disclosures,’ says Harris.

‘finance has a strong voice sat around the leadership table and
is able to provide input to any conversation’.

Conscious of culture

As he steps up into a significant leadership role, Harris

Harris sees culture as playing a key role. ‘Behaviour is different

reflects on those who have motivated him, enabling him to

across shared services locations as cultures vary,’ he says. ‘We

distinguish between a leader and a manager. ‘Leaders inspire

need an understanding of how they interact with each other.

other leaders to motivate others,’ he says. ‘Seeing that play

We do need some business cultural values across all shared

out in real life is fascinating.’

AB

services, such as speaking out when things aren’t right. We are
working on how to get the best out of different teams.’
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1.8 billion
youths worldwide lack the necessary
skills in emerging technologies to enter

The view from
Ansa Archibong FCCA, finance director, Total Security
Installations, and entrepreneur and author

the workforce
Source: Deloitte Global and GBC-

Working for my father’s

customers are and are

Education

shipping business in

now implementing a

Nigeria, I realised that if I

new strategy. I came in

understood the numbers

as a trouble-shooter; it’s

I’d be able to contribute so

partly about learning from

much more to the business.

past failures. Marketing

I moved to London and

is important – we’ve

completed a degree in

rebranded the website, and

FTSE 350 reporting

finance and accountancy before getting

hired PR and social media experts, who

FTSE 350 companies’ reporting

a solid grounding across all aspects

are helping grow awareness about our

practices are evolving, according to

of accountancy, working with KPMG,

services and attract new clients.

studies from Deloitte and EY. Deloitte’s

a number of medium-sized firms, and

Annual Reports Insights concluded that

then Raffingers. This has all led to me

The skills the ACCA Qualification has

companies are increasingly considering

being finance director of a small, fast-

given me have allowed me to operate

non-financial matters in their reports,

growing security business today.

across sectors. It was the best choice I
ever made. It teaches you to understand

in line with the latest corporate
governance code, but in advance

We provide electronic security, access

business – if I understand the basics and

of its implementation next year (see

and control services to clients in the

the rationale behind them, I can make

page 18); 97% of the company reports

retail and commercial sectors, as well

the right strategic decision.

examined now provide information

as high net worth clients. I work with

on their companies’ impact on the

my team of five to assist the CEO in

I continue to put my background

community and environment. Veronica

implementing our financial strategy.

in practice to good use, setting up

Poole, head of corporate reporting at

Turnover is currently in the single-digit

my own company called Financial

Deloitte, said: ‘There has been year-on-

millions a year, but we’re focused on

Intelligence. I have clients in the UK,

year progress and by far the biggest

organic growth and through acquisition.

Africa and Mexico and specialise in
taxation and financial due diligence

leap was in companies sharing more
about how they have fostered business

We looked at the data we have, the

services. I also co-authored a book, The

relationships with suppliers – 71% today,

sales, streams of income, who our

Blindspot, in which I wrote about the
importance of financial due diligence.

up from 38% last year. Considerations
of employee interests was also up from
88% last year to 95%.’ EY’s analysis also

In Africa we have a lot of up-and-

showed that the FTSE 350 are meeting

coming companies that can’t afford

code compliance early.

a full-time FD. I can provide a virtual
accountant service, backed by

FTSE 250 CEOs pay falls
FTSE 100 CEO pay rose by 10% last year,
but it fell by 4% for FTSE 250 CEOs. The
median average for those in the FTSE
250 was £1.68m last year, down from
£1.75m in 2016, according Deloitte’s
FTSE 250 Remuneration Report.

I came in as a
trouble-shooter;
it’s partly about
learning from
past failures

technology such as Xero, to help them
make the right financial decisions to
grow their businesses.
I currently relax away from work by
taking flying lessons. I’m also a big
sports fan, particularly boxing and
motorbike racing.
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Expect the unexpected
As uncertainty continues to surround Brexit, advisers are encouraging clients to
prepare for all possible outcomes, whichever way you cut it
Planning for Brexit seems like a
contradiction in terms. While the
process of the UK leaving the
European Union (EU) has been for
the political classes and the media an
exercise in confusion, prevarication
and uncertainty, wrapped up at times
in something approaching collective
hysteria, the accountancy profession
has been exercising its strengths of
thought leadership and planning ahead.
As David Noon, Deloitte’s global
Brexit leader and partner, says: ‘Brexit
is a business risk like any other. It can
be planned for and contingencies can
be put in place, even if they are not

Andy Minifie, national managing

impact of food tariffs under World

partner at Haines Watts, which focuses

Trade Organization rules. The British-

on the small and medium-sized

based factories use root vegetables

they’ve been developing a plethora of

business market, says companies with

from continental Europe in making the

material for clients on Brexit, although

international experience are often more

dishes the client retails. After Brexit,

communicating when you don’t know

able to prepare than those that don’t.

such supplies could become more

what to say can be quite tough. One

‘Only businesses that are used to trading

expensive. ‘We helped our client look at

Big Four audit partner comments:

outside the EU are really preparing well;

the possibility of increasing raw material

‘After the referendum we were getting

the others are aware of the changes but

costs and the impact that could have on

regular updates from our central

struggle in knowing what to do. The

the overall valuation of the business,’

Brexit team. But since then firm-wide

main thing they can do at present is

says the senior manager. ‘It is interesting

communications have slowed. We still

sit down and look at how they may be

to note that despite those risks, once

don’t know a lot, so we have to carry

affected. To do nothing cannot be right.’

we’d crunched the numbers – and

ultimately needed.’
Looking at firms’ websites shows

on and make assumptions, and we

There is a current belief that, whatever

encourage our clients to do the same.’

the outcome of the current negotiations,

Businesses need ‘broad thinking’ to

next March will bring clarity. But in reality

factored in the potential increase in costs
– the deal went through in any case.’
As the Brexit clock ticks, Noon is

cover every possible outcome, Noon

British business will remain in a state of

clear about what businesses should do.

says. ‘Planning needs to consider both

flux for a number of years while it gets

‘Preparing for a scenario of most change

the direct and indirect impacts. Many

used to its new systems and regulations.

is prudent. We’re giving this advice to

organisations are covering supply

And this state of flux is already having an

audit, consulting and tax clients across

chain and people, but businesses also

impact on business thinking.

all sectors. This will enable companies to

One senior manager in corporate

consider the biggest possible impact on

requirements and how to maintain

finance at a Big Four firm says that his

issues such as supply chains and access

contract coverage.’ Deloitte’s quarterly

clients are factoring life post-EU into

to talent, and ensure they are prepared

CFO survey reported in Q2 that there

their deal-making. One private equity

for any outcome.’

has been a marked shift towards more

client in the prepared food sector, for

defensive balance sheet strategies.

example, is looking carefully at the

need to consider data flows, funding

AB
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Governance overhaul
The new corporate governance code becomes effective soon. It is the centrepiece of
the government’s intent to enhance public trust in business. Steve Giles takes a look
UK plc has been preparing for the
new corporate governance code
since it was published by the Financial
Reporting Council in July 2018,

The code
in numbers

‘enhance the public’s trust in business’,

nance
Gover 18
20
Code

and transparency. The reform package
includes changes to legislation.

following extensive consultation. With

2016 code: 32 pages

The Companies (Miscellaneous

the effective date looming – accounting

New code: 15 pages

Reporting) Regulations 2018 requires
businesses to disclose in the annual

periods beginning on or after 1 January
2019 – now is a good time to look at

2016 code: 18 main principles,

report arrangements for engaging

what the changes will mean.

27 supporting principles,

with stakeholders. Large companies

55 provisions

now need to produce a corporate

remains the same as the previous one –

New code: 18 principles,

governance statement. The Wates

improving governance to promote the

41 provisions (many of the

Principles (see panel), which align with

long-term success and attractiveness of

previous supporting

the code, are designed to provide

capital markets – its contents have been

principles are now

a framework to report against on an

substantially reviewed and refreshed.

included in the revised

‘apply or explain’ basis.

While the revised code’s overall aim

It forms part of the government’s

Guidance on Board Effectiveness)

‘world-leading package’ of reform to

18

and is based on greater accountability

The revised code retains many
elements of 2016’s code but is adapted
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to reflect the changing economic and

‘generating value for shareholders and

social climate. In addition to being

contributing to wider society’.

shorter and differently structured (see

In addition, the code strengthens

The Wates principles
James Wates, chairman of Wates

box, left), it has an important new

significantly the role of the nominations

Group, is chair of the Coalition Group

societal dimension. It aims to build trust

committee in promoting effective

developing corporate governance

through strong relationships between

succession planning and diversity.

principles for large private companies.

companies, shareholders and key

There is a small but important change

stakeholders, thereby engendering

regarding the chairman. Provision 19

sustainable growth in the UK economy.

states that boards should consider the

Previous codes concentrated on the

length of time that chairs remain in post

company-shareholder relationship. The

beyond nine years.

These provide a framework to report
against on an ‘apply or explain’ basis.

Purpose An effective board promotes

word ‘stakeholder’ appears rarely in the

the purpose of a company, and

2016 version – now it is highly visible.

ensures that its values, strategy and

The introduction states that directors

culture align with that purpose.

‘need to build and maintain successful

Composition Good board

relationships with a wide range of

composition requires an effective

stakeholders’. Boards now must describe
how they consider the interests of
stakeholders when performing their duty
under section 172 of the Companies Act
2006. The importance of engaging the
workforce is highlighted. Provision 5 sets

*

a director appointed from the

*
*

a formal workforce advisory council

backgrounds, experience and
knowledge, with individual directors
having sufficient capacity to make
a valuable contribution. The size of
a board should be guided by the
company’s scale and complexity.
Responsibilities A board should
have a clear understanding of its

workforce
a designated non-executive director.

chair and a balance of skills,

CPD

out three potential mechanisms:

The revised
corporate
governance code
has an important
new societal
dimension

accountability. Its policies should
There are key changes to

support effective decision-making and

If the board does not choose one

remuneration too. Provision 40

independent challenge.

or more of these methods, it must

establishes guidelines for executive

Opportunity and risk A board should

explain what alternative arrangements

director remuneration policy and

promote the long-term success of the

are in place.

practices. Remuneration committees

company by identifying opportunities

should consider workforce pay and

to create and preserve value, and

more effective communication with

related policies when setting director

establishing oversight for identifying

shareholders. For example, where 20%

remuneration. They should ‘exercise

and mitigating risks.

or more votes are cast against a board

independent judgment and discretion’,

Remuneration A board should

resolution, the board should explain

especially when the outcomes from

promote executive remuneration

what actions it proposes to take to

formulaic calculations of performance-

structures aligned to the company’s

consult shareholders, and provide an

related pay are not justified. The aim,

sustainable long-term success, taking

update after six months, with a final

as with many of the code changes, is to

into account pay and conditions

summary in the annual report. Details of

address public concern.

elsewhere in the company.

The revised code also promotes

AB

Stakeholders A board has a

significant votes against will be available
on a public register maintained by

Steve Giles is a consultant, lecturer and

responsibility to oversee engagement

the Investment Association.

author specialising in governance, risk

with stakeholders, including the

and compliance

workforce, and have regard to that

Next, the board is asked to assess and
monitor culture. For the first time the
company’s purpose must be established.
The board should ensure that its
company’s purpose, values, strategy and
culture are aligned, based on integrity,

when taking decisions. The board

More information

has a responsibility to foster good

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

stakeholder relationships based on
the company’s purpose.
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Capital idea
Cash tied up in working capital can fluctuate enormously, but Excel-based tools
can help you manage the volatility, as Rob Bayliss and Mark Robson explain

20

If we see financial modelling as a tool

Working example

that supported it, and compare it to the

for business, better modelling means

Take this scenario: three people from

latest management accounts.

better decision-making. In this series

a bank’s credit team are reviewing an

we have flagged some danger signs

application to increase the facilities of

capital swing was modelled to be minus

(‘Too good to be true,’ AB, June 2018)

a borrower (an engineering contractor),

£500,000 for the last quarter. The actuals

and talked about why leadership

just 11 months after the contractor

show minus £6.5m. It is not huge relative

and teamwork are as important as

banked a £500m deal. Trading is really

to the loan, but more than enough to

the spreadsheet (‘Division of labour’,

good, but the revolving credit facility

leave the company with no RCF and an

AB, July 2018). Here we look at the

(RCF) is too small. The bankers dig out

updated forecast showing more working

challenges of managing working capital.

the original application and the model

capital needs in the next six months.

The cause is clear: the net working
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The need for working capital –
the cash a company needs for day-

Tips and tricks

to-day trading – fluctuates a great

*

deal, depending on how fast the
business sells to customers, how
quickly customers pay and how
quickly the company has to pay

tricky. A swing in working capital is

= sales / 365 x debtor days (excuse the maths) is too simplistic; we would expect
a ‘countback’ that looks at recent seasonality.

*

its suppliers.
Forecasting this can get unexpectedly

You could use ‘debtor days’ to calculate receivables, but the formula of debtors

Similar to ‘debtor days’, using ‘creditor days’ for payables requires you to work
out what costs to include. We would be much wealthier if we had £10 for every
time we saw someone include payroll here.

*

You could complete the set with ‘stock days’ to estimate inventory balances – but
please, please don’t calculate based on the sales that have already happened –

one of the main differences between

stock workings should look forward because you hold stock based on what you

what your profit and loss statement

are going to sell in the future.

says you earned and what you then
actually find in the bank at the end of

*

each month. Higher sales means higher
debtors and a longer wait before the
cash comes in. Negotiating an early
settlement discount with suppliers is

Using percentage profiles to drive cycles can be powerful – the engineering
business mentioned in this article needed to layer together trends of when work
was done, when it was billed at milestones, and when the cash came in.

*

Spiky items, such as rent, rates, annual insurance bills, staff bonuses, VAT and so
on, all need careful attention – never trust those suspiciously smooth lines called
‘prepayments and other debtors’ or ‘accruals and other creditors’.

great for your profit margin, but the cash
goes out earlier.
costs cash. Worse still, many businesses

the working capital fluctuations with

Reality check

have a real disconnection between

any rigour can be challenging. It takes

The bankers in the scenario above

when revenues are recognised and

practice, thought and collaboration,

found that the model from just one year

when the cash comes in. Even simple

and not just the feverish late-night

earlier forecast working capital in line

businesses have seasonal swings,

spreadsheeting of a stressed CFO or a

with business growth. Flawless maths,

heightened by growth. It is important to

junior Excel wizard.
You need to get these fluctuations

and, at the materiality levels everyone

modelled in a way that allows you

was focusing on, sensible enough. But,
in fact, real life is not so simple.
The engineering firm was told to get a
better view of its forecasts and a better
model, and fast. That is where it needed
some help creating a much sharper
business tool.
The problem was that one arm of the
business had indeed grown strongly,
gaining several large contracts with big,
strategic customers, but margins were
lower. As an engineering contractor,

Getting Excel-based
tools to calculate
working capital
fluctuations with
any rigour can
be challenging. It
takes practice and
collaboration

the company would do a lot of work,

terms a month later. Surveyors hadn’t

business and see what happens –
in a way that balances enough detail
to be credible with the elegance and
simplicity to be transparent and not
blow up your laptop.

Improved guesswork
Forecasting those swings will include
some guesswork. Some historic patterns
will repeat, but others won’t. A good
model will help make those guesses

invoice once a surveyor confirmed
progress, and then receive the cash on

to flex the growth or risks of the

better and help you avoid being
have a forecast that understands this.
There are many ways to set a

one of those rattled bankers, or the
embarrassed FD going back to the bank

been surveying on time, though, and

spreadsheet up to forecast working

these big customers also demanded

capital ups and downs. Senior input into

longer credit terms.

cycles and risks is vital in picking good

Rob Bayliss and Mark Robson are part

techniques. Some common tricks and

of a team at Grant Thornton UK that

their pitfalls are shown above.

pulls together beautiful forecasts for

The old model missed these dynamics
and had no variables to change in order
to check for such an impact. Growth

Getting Excel-based tools to calculate

with cap in hand.

AB

clients making important decisions
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Still cutting it
Peter Williams pays his respects to a Franciscan friar and the groundwork laid down by
SSAP 2 in summing up the philosophy and purpose of the modern finance profession
William of Ockham was a 14th-century

because it completely obeys Ockham’s

English Franciscan friar, philosopher

razor. It defines four fundamental

and theologian who is still remembered

accounting concepts: going concern,

to this day for Ockham’s razor, a

accruals, consistency and prudence.

methodological principle that has

Maybe today we would consider adding

helped to spur work on theology, logic

disclosure or transparency to that list to

and physics. As we celebrate World

ensure the implied duty of reporting to

Philosophy Day on 15 November, I am

stakeholders is more explicit.
That aside, it is the prudence that

thinking the razor could sharpen the

is most likely to raise eyebrows. It has

philosophy of accounting too.
A translation of the Latin Ockham’s

come to mean an overblown aversion

razor is ‘plurality should not be posited

to risk rather than exercising sensible

without necessity’, although it is more

judgment. Indeed the UK’s standard

often rendered as ‘entities are not to be

setter, the Accounting Standards Board,

multiplied beyond necessity’. The idea

downplayed it in FRS 18, Accounting

is that in judging between competing

Policies, as it was argued it was a

theories, the simplest solution tends to

concept of financial management not

be the right one.

financial reporting.

Questions continue to echo after the

Perhaps in such an uncertain world

global financial crisis about the work of

prudence needs rehabilitation. It

business and finance in modern society.

is defined by SSAP 2 as: ‘Gains not

So philosophical concepts of the

recognised until either they are

purpose of financial reporting and the

realised or realisation is reasonably

wider purpose of the profession need to

certain. Provide all known losses even

be articulated with clarity and simplicity.

when amount is uncertain.’ This is

Today’s answer to those questions

still sound sense when business and

of purpose is the IFRS Conceptual

commerce embraces the reckless. And

Framework for Financial Reporting 2018

it does nothing to excuse the error of

(effective in 2020, when businesses have

smoothing or kitchen-sinking.

to develop accounting policies where

SSAP 2 is perhaps not comprehensive

no IFRS standard applies to a particular

enough for the mores of modern

transaction). The framework has many

accounting, but its four pillars deserve

ancestors, but a key grandparent is

to be recalled by financial professionals.

the UK accounting standard SSAP 2,
Disclosure of accounting policies. SSAP
2 was published in 1971, an early work
of the Accounting Standards Steering
Committee, founded the year before.
Unlike much of the 1970s, SSAP 2
stands the test of time, pronouncing
a philosophy of accounting that still

SSAP 2’s four
foundational
pillars deserve
to be recalled
daily by financial
professionals

speaks powerfully today – perhaps

24

They remain an outstandingly elegant,
eloquent and powerfully simple
summary of a philosophy of the
contribution the finance profession’s
work makes to business, economics and
society. Ockham would be proud.

AB

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

Q
A

My regulator is in meltdown. What
should I do?

matters have improved since those
days. There are now investor-led groups,

Your cry could apply to a clutch

such as the Corporate Reporting Users’

of regulators around the world,

Forum (CRUF), which provides informal

Lift the lid
See John Kattar explain why
professional investors really value
the audit, at bit.ly/AB-Kattar10

so I’m not too sure what kind of

settings for learning about changes in

meltdown you are witnessing. But

the reporting standards pipeline. Then

there’s no denying that the value of

there are, of course, sell-side specialists

every profession is, to a greater or

who can help. Even the IFRS Standards-

lesser extent, tied to the effectiveness

setter, the International Accounting

of its regulator. When the work of that

Standards Board (IASB), produces

regulator is called into question, it’s

ad hoc, investor-friendly updates on

only right that members of the affected

some of the more important reporting

resolve. You’re the boss; if anyone is the

profession should worry.

topics on its agenda.

bully, surely it must be you? This means

In this case, concerns that spring to

Q
A

Can you be bullied by someone
who reports to you? I’m worried

by the behaviour of one of my team.
Yes, you can. I’ve witnessed it
myself. It can be a particularly

tricky form of bullying to pinpoint and

it can take a long time before you (the

mind include the impact the meltdown

bullied) twig what is going on. It also

may have on the capital market. If a

means it can be hard for others around

regulator is thought to be asleep at the

you to believe your version of events.

wheel, will investors add a risk premium
to their valuation of listed companies?
Then there is the question of how the
regulator responds to this scrutiny. What
actions will it take to demonstrate its
independence and resolve?
Although a strong regulator boosts
the credibility of a profession, the latter’s
reputation is also built on the behaviour

If you’re lucky, your line manager will

I’m always tempted
by carols, such as
God Rest Ye Merry
Audit Men or Deck
the Halls with
Balance Sheet Folly

of its members and the professionalism
of their work. So to answer your
question directly: if your regulator is

But I can’t help wondering whether

recognise the problem and support
you through it. My advice is talk to
friends (you’ll be surprised at how many
have experienced workplace bullying),
your boss and the people in HR. And
document everything.

Q
A

What will you be singing at the
office karaoke this year?
If you’d heard me sing, you’d
want the answer to be ‘very little’.

floundering, now is the time to fling

there is another way to tackle this

open your doors, increase transparency

understanding gap. Just think about

such as God Rest Ye Merry Audit Men,

and engage with stakeholders.

it: the world of accounting is littered

Deck the Halls with Balance Sheet Folly

with professionals who would greatly

or It’s the Most Wonderful Time of Year

Our shareholders complain that

appreciate getting a deeper insight

End. Or maybe that singalong favourite,

there aren’t enough hours in

into the world of the investor, while the

It’s Lovely Weather for an Audit

the day to keep up to speed with the

investment community is similarly filled

Together with You. Merry Christmas!

changes in accounting. Do you have

with those who’d love to be able to pick

any suggestions?

the brain of an accountant.

Q

A

I empathise. When I was on the

The solution? Not exactly Tinder for

buy-side, I too struggled to find

accountants (cold shivers at the thought)

anything that bottom-lined the impact

but more some sort of buddy system.

of new standards for me. Of course,

Any volunteers?

However, I’m always tempted by carols,

Alison Thomas, consultant
More information
Contact us with your concerns at
abeditor@accaglobal.com
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Goodwill hunting
The shifting sands of how to account for goodwill continue to try the standard-setters
and users of accounts. Jane Fuller looks at the history and points out the problems
I am old enough to have witnessed four

and other acquisition related costs,

ways to account for an acquisition and

Vodafone reported what was then the

have been dredging my memory for

biggest pre-tax loss in UK corporate

the pros and cons during the recent

history: £13.5bn. The company was

fuss over keeping goodwill on the

dismissive of the accounting losses, and

balance sheet.

many observers had some sympathy.

The fuss has been pumped up by

Sadly that has set the scene for

the current acquisition boom; by the

accounts users to become blasé about

modern-day pile of intangible assets,

the amortisation of acquired intangibles,

whose value only appears on a balance

and managements now routinely count

sheet post-acquisition; and by delays in

these charges out of ‘adjusted’ profits.

impairing goodwill even when market

The International Accounting

prices are screaming over-valuation.

Standards Board (IASB) reformed the

In the good old/bad old days,

standard for business combinations in

goodwill – the difference between net

2004. IFRS 3, Business Combinations,

assets, or equity, and the purchase price

makes a logical distinction between

– was written off (unless assets were

acquired intangibles with a finite life,

pooled in a ‘merger’). On the plus side,

which are amortised, and residual

an investor in the acquiring company

goodwill, carried at the purchase price

did not have to worry about goodwill

but tested for impairment.

turning to sand through their fingers.

The main problem has been the

The disadvantage was that this flattered

ineffectiveness of impairment testing.

return on equity. So Lloyds Bank’s

This is partly an auditing issue, but

acquisition spree under the late Brian

IASB staff have found that the value

Pitman looked great – until cannier

of acquired goodwill tends to be

analysts added back goodwill.

shielded by the ‘headroom’ of internally

As for merger accounting, while

generated goodwill.

pooling the two balance sheets made

Whatever the IASB decides, the

some sense, the other trappings were

shifting sands of goodwill mean that

sheer spin. One company was typically

accounts users are well advised to keep

in the driving seat, claiming key

a record of how much a big acquisition

management posts and location of the

cost – including the target’s net debt,

HQ after the deal. If it walks and quacks

restructuring charges and advisers’ fees.

like a takeover, it is one.
Then we tried amortising all goodwill.
This was particularly amusing during the
TMT (technology, media and telecoms)
bubble, which peaked at the turn of the
millennium when Vodafone made its
biggest acquisition – of Mannesmann
for more than £100bn. Weighed down

Accounts users
have become
blasé about the
amortisation
of acquired
intangibles

by an £11bn amortisation charge

26

Academic research has tended to show
that most acquisitions destroy value,
but the management that made them is
never going to admit that.

AB

Jane Fuller is a fellow of CFA
UK and serves on the Audit
and Assurance Council of the
Financial Reporting Council
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One big family
Our great strength? We’re a worldwide family of skilled professionals with impressive
careers, happy to share our expertise with others, says ACCA president Leo Lee
It is hard to believe that the past
12 months have flown by so fast and
that this is my last column as your
president. It has been the highest
honour to represent you all for the past
year, and during the years I spent on
Council before that.
I would love to list all of the
fantastic stories, achievements and
developments that I have witnessed
at ACCA and among our global
membership during my time as
president, but there would simply not
be enough room to do so. Let me just
say they are legion.
My first presidential engagement
was the inaugural African Members
Convention in December last year,
and one of my last will be to represent
ACCA at the World Congress of
Accountants in Sydney this month. I’ve
travelled from Africa to Australia – and
visited plenty of other ACCA members,
events and offices in between – and the
thing that has struck me most has been
the similarities between us all.
Wherever in the world you go, ACCA
represents a family – a family of skilled,
knowledgeable, ethical professionals
with illustrious careers, but who also
donate time generously to sharing

our wisdom and growing the next

So thank you to all of you who have

generation. We have a powerful global

taken the time to connect with me

network and can achieve great things

during the past year and shared your

by coming together and connecting

stories, your wisdom and your pride in

with each other.

our organisation.
It is not just a designation that we
share, but also a vision, a mission, a

AGM 2018: Have your say

set of values and a responsibility for

Don’t forget that voting is now open for ACCA’s 2018 annual general meeting

shaping futures in a time of change.

(AGM), as well as for the election of new members to Council, with 31 candidates

I look forward to seeing what 2018/19

standing for seven positions. This represents an important opportunity to have

has in store for us all.

AB

your say in the running of ACCA – vote now at accaglobal.com/vote, where you will
also find the Council candidate election statements, the AGM Booklet containing

Leo Lee FCCA is retired, but has held

the resolutions, the 2018 integrated report and the 2018 financial statement and

various roles at the Securities and

corporate governance statement.

Futures Commission of Hong Kong and
is past president of ACCA Hong Kong
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Good ideas take root
Accounting for Sustainability, set up by the Prince of Wales, has embedded
environmental, social and governance reporting in business, says Robert Bruce
Don’t look back in anger

The Prince of Wales is always warning

Robert Bruce reflects on the events of
the last year, at accaglobal.com/ab/
podcasts

us about the dire state of the natural
world and how we could save it. On the
other hand I have never heard him talk
of acorns, but that is what he planted
back in 2005.

firm use this?’ It was hard work. But

He told the accounting community

gradually the world of accounting tilted.

that back at his personal office he had
‘an accountant in his midst’. This was

Tangible shift

Michael Peat, scion of the royal auditors,

The first report, outlining what was

and the ‘P’ part of KPMG. And he, along

then called connected reporting, was

with the prince’s backing, was advocating

launched in 2007. This was the first

an accounting revolution. A small group

tangible sign of what the acorn was now

of people, with the title of Accounting

growing into. And from there networks

for Sustainability (A4S), was put together.

grew out across the world, stimulating

I was brought on board as the writer on

change. Paul Druckman, who chaired

the project. As Peat pointed out to me

the group from the outset, took the

at the time: ‘Decisions are much more

vision worldwide and spun off with the

complicated because our knowledge has

concept of integrated reporting and

grown. But accounting hasn’t. It doesn’t

the International Integrated Reporting

look to the future. It is a huge inhibitor of

Council. Jessica Fries took up the A4S

our place in society’.

reins, and 10 years ago the Accounting

And that blocker is what the

Bodies Network was set up to

project’s work subsequently removed.

encourage a common global approach

Accounting, and its role in society, has

to accounting for sustainability. This

changed completely since then. Early

anniversary, as Fries puts it, ‘is an

on I became a full board member, and

opportunity to step back and look at

the work on the first report – about the

the achievements’ (see also ‘The long

direction that should be taken – began.

game’, page 30).

It was a quiet revolution. We met in

Looking across the reporting agenda,

a small room in Clarence House that

the very effective CFO community

had once been a very young Prince
William’s bedroom. Often our efforts at
sustainability were interrupted because
the lock on the lavatory would fall off
and lock one of us in.
We ran our ideas past senior people
at a series of roundtable dinners. Some
got it; many did not. The challenges
were great. ‘Why,’ said one senior
partner of a large accountancy firm,

that A4S has built up, the work on

Often our efforts
at sustainability
were interrupted
because the lock on
the lavatory would
fall off and lock one
of us in

‘should a corporate or public services

28

strategic decision-making, embedding
sustainability and the work being done
with the capital markets, such as the
recent Financing Your Future report, has
resulted, in her words, ‘in a tangible shift’.
In the early days, no one would
have predicted that the world’s largest
pension fund, Japan’s Government
Pension Investment Fund, would
intend moving some US$8.8bn into
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Philosophy and aims

*

Accounting for Sustainability sees its aims as ‘inspiring action by finance

*

The International Integrated Reporting Council sees its objective as ‘how an

leaders to drive a fundamental shift towards resilient business models and a
sustainable economy’.
organisation’s strategy, governance, performance and prospects lead to the
creation of value over the short, medium and long term’.

environmental, social, governance

The world has, in many ways, turned

all these radical efforts to change

(ESG) indices. Or that Aviva Investors

upside down since the days of those

the capital markets system grew from

would announce that they intended

business roundtables in Clarence

an idea planted by a member of the

voting against companies on the

House a mere 12 years ago. ‘I don’t

Royal Family. ‘He could convene,’

basis of whether or not they disclosed

know anyone who disagrees with

says Druckman. ‘His calling-card

against the Financial Stability Board’s

or contradicts the fundamentals of

opened doors. The business and

recommendations on climate-related

integrated reporting,’ says Druckman.

financial glitterati came from all over

financial disclosures. Or that you would

‘The idea that ESG is generally

the world.’ And they listened and came

find among the increasingly international

accepted and should be embedded,

up with feedback, ideas and influential

entries in the Finance for the Future

that value creation over time is generally

backing. A4S has put down strong roots

Awards, part-sponsored by A4S, that

accepted – all these things are now

and flourished mightily.

banks are often now refusing loans to

everywhere. All we were driving for at

companies with exposure to climate-

A4S is now accepted.’

related risks such as coal-based business.

AB

Robert Bruce is an accountancy

And it might seem strange that

commentator and journalist
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The long game
As A4S’ Accounting Bodies Network celebrates its 10-year anniversary, it is asking
organisations to develop a longer-term economic and environmental mindset

N

etflix drama The Crown may have chronicled the

intriguing. His focus on these sustainability issues and the role

end of an age of deference but an invitation from

that businesses can play for such a long time inspires action.’

the Prince of Wales still invariably brings a response.

And once someone is in the room, Fries and her team will

The royal appeal has been used to powerful effect by his

explain the role they could play. For example, conversations

charitable foundation Accounting for Sustainability (A4S).

and experiences setting out the business case for responding

Set up over a decade ago, A4S has played a major part

to sustainable and environmental issues are shared in the CFO

in putting environmental and social accounting challenges
centre stage for financial professionals and investors (see

Leadership Network, which was launched by A4S in 2013.
A4S also provides a space for sharing insight, learning and

panel). ‘His Royal Highness is able to bring people to the

challenges, enabling collaborative solutions. For instance,

table who maybe otherwise would not join in,’ says Jessica

ACCA and A4S have partnered to develop guidance.

Fries, executive chairman at A4S and qualified accountant.

‘The partnership ACCA has with business schools is key

‘Whatever you think about climate change or sustainability,

to engagement and action,’ says Fries. She says the chief

an invitation to tea with the Prince of Wales is unique and

executives of accountancy bodies play an instrumental role

The Prince of Wales at the A4S forum in 2008. A4S aims
to make corporations more accountable for their impact
on global resources.

30

Accounting and Business November/December 2018

UK_I_A4S.indd 30

16/10/2018 13:16

in encouraging the wider accountancy community to act.
The impact of A4S and its Accounting Bodies Network (ABN)

The mission

is highlighted at the World Congress of Accountants this

Over a decade A4S has focused its work on five core

month. A group of accountancy bodies from across the globe

communities: CFOs; the global accounting community;

representing 2.4 million accountants, the ABN works on a

investors and capital markets; government, regulators and

common approach to accounting for sustainability.

policymakers; and business schools/academia.

Fries says: ‘We have helped to progress issues such as

The work of A4S is divided into three overarching aims:

integrated reporting [IR], including via the establishment of the

inspiring leadership, transforming decision-making and

International Integrated Reporting Council. IR has produced a

scaling up action.

massive shift in organisational thinking, and we continue to see

The ABN has signed up to five principles: influence and

it gathering momentum and reshaping corporate reporting.’

inform; lead by example; drive though leadership; collaborate

Fries also stresses how A4S has influenced and inspired

through the international network; incorporate accounting for

research in business schools, which in turn has helped to bring

sustainability into professional education.

sustainability into the mainstream. A4S is keen to maintain
that level of achievement and is looking at progressing key
issues over the coming years, such as the Natural Capital

A4S is determined to stir the global financial community into

Coalition (NCC), which aims to bring organisations together,

action. ‘Society faces urgent issues,’ Fries says. ‘On climate

and harmonise approaches and initiatives. ‘NCC is putting a

change we are running out of time.’ She points to holding

spotlight on tools and guidance to account for natural capital,’

the rise in the average global temperature to no more than

says Fries. ‘This is crucial if we’re to tackle major scarcity issues

1.5°C above pre-industrial levels as crucial to avoid triggering

and ecological vulnerabilities.’

dangerous changes.

A4S is examining how tech will influence the role of finance

Fries says: ‘The ABN can play such an important role in

and how that presents an opportunity to embed sustainability

engagement, thought leadership, training and education,

into that transformation – for instance, satellite technology

thinking how we take lessons and insights from organisations

helping to monitor the supply chain (think illegal fishing) or

and scale them.’ Action across the globe has to be tailored

through enhanced access to information for investors.

and fit for purpose at company, sector and country level.

It’s fair to say that A4S works with the more traditional

As part of ABN’s 10-year anniversary celebrations, A4S

channels. It has set up an invitation-only Asset Owners

is examining how accountancy bodies have embedded

Network that brings together pension fund chairs to discuss

accounting for sustainability into training and education. ‘We

social and environmental risks, and how pension funds can

want to make sure accountants are equipped to tackle the

help deliver a sustainable financial system in line with the UN

sustainability challenges, take advantage of the opportunities

Sustainable Development Goals and the Paris Agreement.

and manage the risks,’ says Fries.

In Climate Week NYC, held in September to accompany

A4S is asking organisations to develop a different, longer-

the annual start of the UN’s General Assembly session, A4S

term mindset. ‘There is always the pressure of the short term,’

launched the Financing our Future

says Fries. ‘Increasingly, social,

report in partnership with Aviva

economic and environmental issues

Investors, distilling actions taken by

are impacting in the short term

all parts of the investment chain and
highlighting collective actions that
still need to be taken.
Fries says the accountancy
community is quick to grasp the
issues and looks for solutions equally
quickly. ‘We work a lot with the CFO
Leadership Network on making it
practical: what are the tools? What
is the guidance? How do you make
a sustainable approach to financial
decision-making the norm?’

‘Whatever you
think about
climate change or
sustainability, an
invitation to tea
with the Prince of
Wales is unique
and intriguing’

but will perhaps only unfold in the
longer term.‘
Understanding and embracing the
sustainability agenda is increasingly
seen by many finance professionals
as a key part of their purpose. So
if an invite from Clarence House
does hit your doormat or inbox, you
could be joining one of the great
causes of the 21st century.

AB

Peter Williams, journalist
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Northern delights
TMF Group, in association with ACCA, looks at the big issues facing companies
planning to set up or expand into the business-friendly landscape of Scandinavia

T

he Scandinavian nations of Sweden, Denmark,

bureaucracy.’ Most accounting and tax filings can be done

Finland and Norway are magnets for international

electronically, historically there have been few sudden or

businesses. They are prosperous – Sweden and

significant amendments to tax rates or legislation, and the

Norway ran 22nd and 25th, respectively, in the world in

processes of regulatory bodies tend to be streamlined. ‘All

terms of GDP – with a solid regulatory environment, highly

of this combines to make Norway a reliable, dependable and

skilled workforce, widespread use of English as a business

predicable market,’ the report concludes. One of the biggest

language, and a keen desire to attract foreign companies.

challenges for overseas business is often finding the right

All four nations, as Gösta Lidén, managing director of TMF
Group’s operations in Sweden, Finland and Denmark points
out, are relatively small economies that are very dependent

skills, as there are low levels of unemployment across the
Nordic region and high demand for skilled staff.
Lidén confirms that setting up a business in Nordic nations

on international trade, in terms of both export and import of

is relatively straightforward: ‘The procedures for registering a

goods and services. ‘There is strong reliance on international

business are often web-based and easy, provided you have the

companies, which often establish a local presence,’ he says.

standard electronic identification that is required.’ In Sweden,

‘They are encouraged to set up businesses and are supported

for example, there are several routes to setting up a business:

by chambers of commerce and government bodies, such as

establish a Swedish subsidiary, register as a foreign company,

Business in Sweden.’

appoint an agent or distributor, or negotiate a joint venture.

Good infrastructure and a strong commitment to R&D is an
added draw (Sweden spends around 3% of its GDP annually

Knowing the quirks

on R&D): ‘The Nordics are often seen as good markets to test

Where TMF Group clients most often need help in launching

new products, systems and processes, as the populations

successful businesses in these nations, adds Lidén, is

are more IT-mature than in many other countries. The IT

in making use of the opportunities that local processes

infrastructure is well developed, so leading-edge technology

provide. ‘Foreign companies don’t always know what is

can readily be tested by large user bases,’ says Lidén. As a

the most appropriate setup for their business in each

result, the fintech sector is particularly strong in the Nordic

country, which is where we come in.’ There are also specific

nations, and the proportion of ‘knowledge workers’ is higher

quirks in each country that businesses need to be aware

than in most other countries.

of, such as the Swedish Bookkeeping Act, which has strict

This willingness to attract overseas businesses has led

requirements for archiving the documentation that supports

Nordic nations to maintain a

company accounting.

friendly environment for overseas
companies. According to TMF
Group’s Financial Complexity Index
for 2018, Sweden, Finland, Denmark
and Norway rank 60th, 62nd, 80th
and 87th in the world, respectively,
out of the 94 countries in the Index,
for the complexity for foreign
businesses operating there.
TMF Group’s Financial Complexity
Index describes Norway’s regulatory
environment, as ‘generally
transparent with relatively low

While the regulatory and tax

‘The Nordics are
often seen as good
markets to test new
products, systems
and processes, as
the populations are
more IT-mature
than in many
other countries’

reporting requirements and little

32

environments in Sweden, Denmark
and Finland are relatively stable,
they are not immune to change.
The corporate tax rate in Sweden,
for example, will be reduced from
22% to 21.4% in 2019 and again to
20.6% in 2021. The auditing process
for companies of different sizes is
also under ongoing discussion, with
no final decision as yet. Mandatory
electronic filing of financial
statements will be introduced within
the next two to three years.
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Sweden, Finland and Denmark, as full members of the

The Financial Complexity Index

European Union, reflect regulatory initiatives emanating

TMF Group’s Financial Complexity Index is a strong indicator

from Brussels. Finland, for example, is working towards

of the friendliness of a business environment from a financial

implementation of the EU Anti-Tax Avoidance Directive in 2019

perspective – it ranks nations according to the ease with

and will, as a result, introduce a limit on the right to corporate

which companies can deal with taxes, adhere to reporting

interest expense deductions.

requirements, maintain company accounts and deal with

Norway, of course, is not a member of the EU, which

cross-border transactions. The Index is based on a survey of

brings its own challenges. It operates within the European

74 detailed questions completed by TMF Group’s accounting

Economic Area (EEA); the EEA Treaty means that it is obliged

and tax experts located in each jurisdiction, and analysis of

to implement all EU regulation for the financial sector and

the results focuses in particular on the accounting and tax

comply with EU standards. ‘This adds a layer of complexity that

rules that companies must apply, how relevant regulations are

can be hard to predict and needs expertise to manoeuvre,’

incorporated into a business, and the risks of non-compliance.

says the TMF Group report.
There is no doubt that the Nordic nations are an attractive
prospect for overseas companies planning to extend their

for example, hopes to be the world’s first carbon-neutral

reach. ‘Scandinavia is generally a very business-friendly

city by 2022 – and Nordic governments are keen to attract

environment,’ says Abdul Goffar, ACCA’s head of Western

more foreign investment. Businesses hoping to extend their

Europe. ‘These markets are stable and therefore predictable

reach into prosperous and dynamic regions should seriously

and dependable and, as such, offer lots of potential to

consider going Nordic.

AB

businesses looking to expand overseas.’
Ambitions are high across the region – Copenhagen,

Liz Fisher, journalist

Content sponsored by TMF Group, which offers in-country expertise and knowledge to help
businesses expand within and beyond their home markets. tmf-group.com
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Fixing tax and finance
The vast majority of large organisations are struggling to adapt their tax and
finance functions to new regulation, digital change and growing cost pressures

Tax and finance functions buckling under the strain
An EY report on the tax and finance functions of large corporates around the
world has found that 84% of companies are taking action to remedy deficiencies
in their tax and finance operating model. It shows tax and finance functions

98%

agree that the core skills of tax and finance
staff will switch from tax and technical
to process and technology

18% Strongly agree 80% Somewhat agree

are struggling

88%

to keep up
with digital
advances,
the need for

88% of
respondents
expect an
increase in
workload as a
result of the
various tax
transparency
initiatives

transparency,
and reforms
of the global
tax system. Reimagining the tax and finance function shows many of the
1,722 entities surveyed are struggling to deal with these pressures. You
can read the report at bit.ly/EY-tax-finance.

Several factors prevent tax and finance
delivering predictable outcomes.

Outsourcing is a possible solution to
the pressures on tax and finance.

51% Lack of technological investment
28% Not enough or wrong resources
21% Lack of process and controls

57% Are exploring outsourcing
27% Are already outsourcing
8% Have decided not to outsource
8% Have not considered outsourcing

Expect to cut the function’s cost

The cost of the tax and finance function is
expected to fall over the next 24 months.

%
94

34% Cost cut of >11% expected
40% Cost cut of 6%–10% expected
20% Cost cut of 2%–5% expected
6% No cost cut expected

35%

Re-engineering the current tax
and finance function

25%
Considering
functional
outsourcing

24%

Developing pointbased solutions

16%
Doing
nothing,
because
what they
have is fine

An overwhelming 84% of the
survey respondents (all senior
executives) are looking to take
positive action to address
the challenges that their
organisation faces with the
current target operating model
in the tax and finance function.
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Getting connected
A new report looks at the need for robust accounting infrastructure alongside
upgraded digital skills in countries along the Belt and Road routes

M

uch has been said about the business

ACCA members and partners, and corporate clients of Yonyou

opportunities presented by the China-led Belt and

were asked questions on accounting informatisation, digital

Road initiative (BRI). But where can professional

competencies of accounting talents, and tax reform. A total of

accountants add value in the chain of cross-border trade

257 valid questionnaires were retrieved.
Within the business community surveyed, the report finds

proliferation – especially given the huge disparity of

enormous space for economic cooperation along the BRI

accounting standards along the BRI routes?
A new report, Digital Connectivity in Accounting: A boost

routes, Qian says. More than 60% of the company respondents

to the Belt and Road Initiative, helps navigate through the

are operating in countries along the routes, while another 20%

complexities. Conducted jointly by ACCA, the Shanghai

intend to follow suit.

National Accounting Institute (SNAI) and Yonyou Group, the

‘More than 71% of these companies have set up fewer

research serves as an important reference for the discussion

than 10 branches in the region, and they are still in the early

on how to realise digital connectivity along the BRI routes,

phase of their business expedition,’ she says. ‘South-East Asia

and promote harmonisation of accounting systems to

remains a key region for business along the BRI routes.’
‘Infrastructure construction’ remains the key area for

avoid duplication.

respondents investing along the

Put simply, says Yuki Qian, ACCA
China’s head of policy, the report

BRI routes, accounting for around

‘breaks through the shackles’. It

37%, followed by investment in

explains how the various standards,

plant construction, overseas market
expansion, industrial manufacturing,

regulatory systems and talents
involved can align with the
development of international trade
and cross-border capital flow, based
on digitally enhanced transparency
and sharing of data.
Qian says: ‘The purpose of this
research is to improve the breadth,
depth and quality of digital
interconnection along the BRI routes.’

‘More and more
countries along
the BRI routes
have committed
to enhance
their overall IT
infrastructure’

Along with being an important information resource for

informatisation and application,
Chinese companies going global
cited the normal operation of
accounting and financial modules
(including financial accounting and

internal control and risk management modules.
Their third and fourth concerns were decision-making
support modules (such as cost management and internal

ACCA members, the report will have special relevance

reporting management), and modules to improve accounting

for Chinese companies going global under the BRI, Qian

operational efficiency.

believes. ‘We aimed to explore what is at stake here and set

‘Companies believe that the core value of accounting

it out as future-ready. The ability to reshape and regenerate is

informatisation and application is supporting regular

becoming more ubiquitous. Every party involved will need to

business development, followed by improving productivity/

keep up to date with digital trends and methods in order to

efficiency,’ Qian says.

achieve a purposeful value proposition.’
For the research conducted in April 2018, leading
accounting talents and EMPAcc students trained by SNAI,

36

When asked about their current
situation regarding accounting

concern, followed by accounting

and more countries along the BRI
and consider the digital economy as a new engine of growth.’

mergers and acquisitions.

financial reporting) as their main

The report is timely, she adds. ‘More
routes have committed to enhance their overall IT infrastructure

financial services, and outbound

Questions on digital competency revealed a general
understanding of the technical domain, including popular
office automation software, Chinese social media (WeChat and
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Weibo), and the accounting information systems. However, it
also showed a limited knowledge of emerging technologies,
such as big data, cloud computing, robotic process
automation (RPA), Internet of Things (IoT), artificial intelligence
(AI), and distributed ledger and cryptocurrency.
Among those surveyed, a professional qualification in digital
competencies was the most common training method for
upskilling accounting talents, followed by internal training and
external forums.
US President Donald Trump’s tax reform and the base
erosion and profit shifting (BEPS) action plan are also
addressed in the report, noting the subsequent implications
for foreign investment decisions and tax burdens on
businesses. ‘Companies hope that the countries where
they invest can reduce tax rates, offer tax incentives, enhance
tax transparency, stability and legalisation, simplify tax
collection and management procedures, and ameliorate
law enforcement in order to increase corporate enthusiasm
and confidence in outbound investment,’ Qian says. ‘At the
same time, they expect China to further improve its local
tax system, strengthen international tax coordination and
eliminate duplicate taxation via tax treaties so as to support
going global.’

The site and an artist’s impression of the Colombo
International Financial City project in Sri Lanka,
capitalising on the US$500bn projected to underpin
the BRI infrastructure.

Digital imperative
The overarching takeaway, in Qian’s opinion, is that efforts

oversight, we need professional accountants who have an in-

should be made to quicken the pace of digitalisation on the

built digital understanding and appreciation,’ Qian says.

BRI to pave the way for connectivity. ‘The connectivity of

‘In 2016, ACCA published its ground-breaking report

accounting and business languages is urgently needed in the

Professional accountants – the future, where we isolated the

regional economic cooperation and trade activities along the

seven professional quotients that all qualified accountants will

BRI routes,’ she says.

need to develop. These professional quotients are a collection

The findings also affirm that international application of
accounting and financial management systems relies on the
digitalised application infrastructure and cloud service. ‘For

of technical knowledge, skills and abilities, combined with
interpersonal behaviours and qualities.
‘The digital quotient – the awareness and application of

Chinese enterprises going global, accounting and financial

existing and emerging digital technologies, capabilities,

management will be even more difficult in a multi-regional

practices and strategies – is one of these seven key areas

context with diversified economic situations,’ Qian says.

and ACCA is committed to ensuring our current and future

The establishment of corporate internal control systems will

members can navigate all the opportunities that a digitally

also see huge challenges. ‘The challenge lies in risk control

enabled accountancy profession presents. In this way, we

and liquidity management,’ Qian explains. ‘The globalisation

hope both ACCA and our members can play a major role in

of financing channels, diversification of financial assets, and

developing a Digital Silk Road that enables the BRI to reach its

fluctuation of interest and exchange rates will intensify at

full economic potential.’

AB

the same time. Another challenge lies in the changing tax
landscape, as tax accounting and management need to
comply with local tax regulations. Given that, the tax service
system should be able to support local tax data requirements
and realise the connectivity of different tax systems.’
Therein lies the crux of the accounting profession’s role.
‘In addition to the right digital accounting ecosystem and

Peta Tomlinson, journalist
More information
ACCA’s Digital Connectivity in Accounting: A boost to
the Belt and Road Initiative can be viewed at
bit.ly/ACCA-BR-Initiative
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Blow the fog away
If carbon taxation is to become an effective tool in combating climate change, it
needs to be better understood by governments and public alike

N

o one was surprised when Irish prime minister Leo

recent OECD study, Effective Carbon Rates 2018, 46% of carbon

Varadkar announced an increase in the country’s

emissions in 42 OECD and G20 countries are not taxed at all.

carbon tax rate in August 2018. As the years have

It is generally agreed that carbon pricing (see panel) is set

gone by, revenues from the tax – which was introduced in

too low. According to the OECD’s report, existing pricing

2010 and applies to kerosene, marked gas oil (reduced-

falls 76.5% short of the real cost of carbon, conservatively

rate diesel for pleasure craft), liquid petroleum gas, fuel oil,

estimated at €30 per tonne of CO2 emissions. Resistance from

natural gas and solid fuels – have had a positive impact on

lobbyists and misunderstanding of carbon pricing are among

the government’s finances, helping to reduce the national

the most significant factors explaining the shortfall.
The need for effective carbon

debt and boost welfare provision.

pricing is urgent. The 2015 Paris

Around the world, such measures
to combat climate change are

Agreement on climate change

rare, although increasing, and their

pledged to keep the rise in average

effectiveness is under scrutiny.
Kurt van Dender, head of
environment and tax at the
Organisation for Economic
Co-operation and Development
(OECD), says: ‘New carbon taxation
schemes are being introduced, but
we estimate that they make not a lot
of difference [to emissions] because
either the coverage is too broad or

‘Cutting corporate
or labour taxes
is a very sensible
way to use carbon
tax revenues, and
the key to building
public support’

the rates too low.’ According to a

38

global temperature to well below
2°C above pre-industrial levels, and
to try to limit the increase to 1.5°C.
‘To fulfil the Paris Agreement, the
carbon price needs to reach €60 a
tonne by 2020 and €80 by 2030, and
the carbon pricing gap needs to
decline to zero,’ says van Dender.
That’s a wide gap to bridge.
Perhaps the gloomiest portent for
the planet’s environment was the
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rejection of a carbon tax bill by the US House of Representatives
in July 2018. A renewed effort to price carbon is now under way,

The US carbon dividends plan

supported by veterans of the Republican party (see panel).

A campaign in the US for a carbon tax has been launched

Yet the Irish initiative, alongside others in Sweden, Portugal

by the Climate Leadership Council (CLC), backed by former

and a handful of other countries, suggests that progress

Republican secretaries of state George Shultz and James Baker,

is possible. Several approaches are open to policymakers

as well as Democrat politicians and fossil fuel companies such

seeking an effective solution to the issue, with perhaps the

as ExxonMobil. The plan involves:

most workable involving an improved policy structure that

*
*

a carbon tax starting at US$40 a ton and rising over time

*

border adjustments – a tax on imports from any country

visibly rewards the public from the carbon tax revenue.
Another is better communication of the benefits of the
revenue raised by a carbon tax rather than just its cost.
Currently the taxation of carbon is usually blamed for raising
heating and power bills, which hits the most vulnerable
elements of society particularly hard. However, as van Dender

returning the proceeds of the tax to citizens as a reward
for reduced carbon footprint
without a carbon tax and a rebate for exports to any
country with one, to provide a level playing field

*

a simplification of climate regulations.

explains: ‘The direct effect of an energy tax tends to be

CLC senior vice president Greg Bertelsen says: ‘By returning

progressive in terms of equity… because the rich use more

all of the revenue to households, the Baker-Shultz plan ensures

energy.’ Even so, the absolute price of energy can impoverish

that the American people come out furthest ahead. For these

those on the lowest incomes.

reasons, this approach is overwhelmingly popular, regardless

That is why some of the benefits of carbon taxation need

of political affiliation.’

to be explained. ‘It doesn’t make sense to make statements
about inequality or energy poverty without making statements
about revenues,’ says van Dender. Carbon tax revenues can

Perhaps an even greater challenge is to improve

be used to raise business or taxpayer incomes by, for example,

collaboration between finance and environmental

funding cuts in corporate or employment taxes.

professionals, whether in government or business. ‘People

In addition, when a carbon tax is introduced, the temptation

who are interested in the environment don’t generally speak

to keep the rate as low as possible may weaken the

to people who work on tax or finance,’ says van Dender. ‘It’s a

environmental signal the tax sends out. Instead, van Dender

connection that’s not often made.’

suggests cuts in other taxes could be made to compensate

This disconnect has already been experienced by

taxpayers, and that fact should be broadcast more widely to

governments. In Mexico, for example, the environment

encourage acceptance. ‘Cutting corporate or labour taxes is a

ministry started considering the introduction of an emissions

very sensible way to use the revenues, and the key to building

trading scheme when the finance ministry launched a carbon

public support,’ he says.

tax in 2014 to raise revenue.
‘They started to compete with each other for the ability

What is carbon pricing?

to govern carbon prices, which clouds the issue,’ says van
Dender. ‘Quite often if you introduce carbon pricing, the

Carbon pricing charges entities for their emissions of carbon

environment ministry says you should use it to fund green

dioxide, and helps shift the burden for the climate change

investments. Its argument is often to keep [revenue from the

consequences of those emissions back to those responsible.

tax] in the environmental field, and it may attempt to exclude

The carbon price is the amount paid for the right to emit

financial people from decision-making.’

carbon dioxide into the atmosphere.
Emissions trading systems (ETS) and carbon taxes are

Richer people can also be powerful and skilled lobbyists,
and are well placed to campaign against a tax on energy,

the two main forms of carbon pricing. An ETS sets a cap on

which they consume more of than the rest of the population.

the total level of greenhouse gas emissions, with a central

Until carbon taxation is better understood and accepted,

body (typically a government) allocating permits to release

governments will continue to have to rely heavily on other less

a specified quantity of greenhouse gas; those with surplus

effective tools such as energy efficiency policies to reduce

allowance can sell it on to those who want more, creating a

carbon emissions. ‘If we continue at this rate, we won’t close

market price for greenhouse gas emissions. A carbon tax is

the carbon gap until 2095,’ van Dender points out.

AB

typically a direct levy on the carbon content of fossil fuels.
Elisabeth Jeffries, journalist
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The human factor
Professional accountants will need to reassess their relationship with technology
as the number of areas where automation meets emotional intelligence increase

W

hat does it mean to be human? What makes you

accounting profession,’ says Vaidyanathan. Doing this will help

who you are? Is it your body? Your emotions?

to prepare accountants for a very different future.

Your soul? Your brain? All your experiences?

As a human, you are all of this and more. You think and feel.

Rachel Grimes, technology CFO at financial services
company Westpac and president of the International

You are capable of complex cognitive and intellectual feats

Federation of Accountants (IFAC – the global body for the

and of high levels of motivation and self-awareness. But in

accountancy profession), says: ‘It is vital that the profession

a world where artificial intelligence (AI) is taking over tasks

embraces technology so that we and the next generation

that require memorisation and logic, how will your human

of accountants are agents of change, helping to shape the

intelligence retain its advantage? What’s your superpower

technology agenda, not simply following it. Cloud-based

going to be?

computing, hosted applications, big data and the rise of

The answer could be emotional intelligence. ‘This is
an area that ACCA has been exploring,’ says Narayanan

machine learning are already transforming the way we work.
As the quantity and sources of data increase, the need for

Vaidyanathan, head of business insights at ACCA. ‘We know
that to thrive now and into the future professional accountants
need an optimal and evolving combination of professional
competencies or quotients.’ Each of these quotients consists
of a collection of technical knowledge, skills and abilities,
combined with interpersonal behaviours and qualities. ACCA
has identified seven (see panel on page 42), including one for
emotional intelligence (EQ).
For professional accountants, ACCA characterises EQ as
‘the ability to identify your own emotions and those of others,
harness and apply them to tasks, and regulate and manage
them’. New ACCA research has investigated what the current
state of EQ looks like around the profession and what the
implications of technology development may be for EQ.

A very different future
For its research, ACCA looked at six areas of impact –
change readiness, cognition and learning, ethics
and beliefs, human-machine interaction,
increased diversity, and shifting power –
then considered the implications for five
emotional competencies that are key to
the EQ of professional accountants:
growth mindset, self-knowledge,
perspective, empathy and influence.
‘The purpose of this work is not to
dive into the psychology of EQ
but to contextualise it for the

40
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human accountants
to understand context,
interpret nuance and
apply professional
judgment also grows.’

New symbiosis
Professional accountants also
need to reassess their relationship
with technology itself. Lynn
Morrison, ACCA panel member
and leader of EY Oceania’s China
assurance practice, is anticipating

perform better and to automate

‘As the quantity
and sources of data
increase, the need
for accountants to
understand context,
interpret nuance and
apply professional
judgment also
grows’

says Morrison. ‘With further
technological advances in areas
of robotic process automation,
AI and blockchain, etc, we can
predict that some tasks will be
completely replaced by technology
in the future.
‘Accountants need to be
more resilient in this transition
process, have an open, growth
mindset about continuously
reskilling ourselves – in particular

a paradigm shift. ‘Relationships

those human skills – and focus on

between humans and technology are
changing fundamentally,’ she says. ‘We will need to challenge

boring tasks in the past,’

more important judgmental and strategic areas.’

the way we think of work and understand the pros and cons of

Morrison sees a future where human processing units and

this changing relationship. We will have to learn how to build

computer processing units will be working together, learning

and manage our relationship with technology and manage the

from each other and achieving more through their close

impact both personally and professionally.’

collaboration than either could achieve alone. The skillsets of

There has always been a symbiotic relationship between

collaboration and technology are increasingly overlapping,

accountants and technology, but in future it will need to

as highlighted in the recent Chartered Accountants Australia

be stronger and more intimate. ‘Accountants have seen

and New Zealand (CA ANZ) report The Future of Talent:

technology as a tool to help us work more efficiently, to

Opportunities Unlimited.
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departments will no longer be necessary. However, as Matthew

Seven quotients for success

Campbell, technology audit director at KPMG, says: ‘Knowing

ACCA introduced its professional quotients for success in

how to interact with and leverage the knowledge of hundreds

2016, based on global research undertaken for its report

if not thousands of individuals through cognitive technology

Professional accountants – the future: Drivers of change

will drive a different skillset in finance professionals.’

and future skills. Looking ahead to 2025, it recognised

The profession’s use of AI technologies and techniques

that the accountant of the future will need a changing mix

is not yet widespread, but it is already informing and

of professional competencies and a blend of technical

enhancing decision-making by professional accountants in

knowledge, skills and abilities, along with interpersonal

companies and practices across numerous specialist areas.

behaviours and qualities. The quotients cover seven areas:

Developments in financial statement audit may exemplify the

*
*
*
*
*
*
*

technical and ethical

future direction for the profession by showing how existing

experience

technologies are changing established ways of working,

intelligence

how emerging technology trends may undermine business

digital awareness

models and institutional power structures, and how factors

creativity

such as these increase the importance of EQ. Auditors

vision

and other professional accountants will need emotional

emotional intelligence.

competencies that allow them to adapt to technology-

ACCA has deepened its research into these areas, and its

enabled transformations much faster than they have ever

latest global research, which surveyed 4,500 accountants,

needed to in the past.

focuses on EQ. Emotional quotient in a digital age looks

Some professional accountants may need to develop

at the growing significance of EQ. The report considers

new social competencies and technology skills if they are

various technology developments and trends that may affect

to inspire, encourage and direct compellingly in peer-

human cognition and learning, change readiness, ethics and

to-peer environments. Ways of developing and exerting

beliefs, interaction with machines, diversity, and power shifts.

leadership, influencing, motivating, mentoring team

It then assesses their implications

members and developing and

for emotional competencies such

demonstrating empathy will become

as adaptability, empathy, identity,
influence and self-knowledge.
Understanding these interactions
is vital for professional accountants
in the fast-changing digital work
environment.

Vital interaction
Futurist and researcher Mark Pesce
suggests opening up finance teams
and accountancy firms to collaborate

‘Knowing how
to leverage the
knowledge of
hundreds of
individuals through
cognitive technology
will drive a different
skillset in finance
professionals’

increasingly important.
The wider implications of this
shift are eloquently explained by
Rachel Botsman, lecturer at Oxford
University’s Saïd Business School and
expert on trust and the collaborative
economy. In her book Who Can You
Trust? How Technology Brought
Us Together – and Why It Could
Drive Us Apart, she places the world
on the cusp of a massive social
change driven by technologies that
are rewriting the rules of human

more closely with colleagues and

relationships. ‘We might have lost

with technology itself: ‘Every time
we have a basic question we reach into our pocket, take out

faith in institutions and leaders, but a new world order is

a smartphone and get the answer from Google, Wikipedia

emerging,’ she declares.

or Siri,’ he points out. ‘So we are already creatures who are a
combination of human intelligence and machine learning.’
In the future, what accountants and software tools can learn

If accountants are to adapt successfully to this shift they
will need to understand how trust is built, managed, lost
and repaired in an age of distributed trust and increasingly

from each other will expand, and members of the profession

smart machines, and carefully assess the implications for EQ.

will no longer be limited by their personal knowledge or

Otherwise they will need to develop another superpower.

AB

the length of their career. The pyramid structure that has
traditionally characterised accountancy firms and finance
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Lesley Meall, journalist
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Selection satisfaction
Unstructured interviews, psychometric tests, punishing whole-day assessments?
Rob Yeung looks at which candidate selection methods work best
If you manage a team, how much time
and money do you put into training your
people as opposed to selecting only the

Better hiring decisions
Rob Yeung talks about candidate
selection at bit.ly/ACCA-playlist

best candidates in the first place?
Most organisations offer training in
emotional intelligence, leadership and
other interpersonal skills, but research

only 0.20.
Clearly, hiring managers should

suggests that such training generates

discuss the skills and behaviours they

only a moderate return on investment

are looking for and decide on questions

(ROI) and that investment in selection

to ask before interviewing candidates.

methods tends to have a higher ROI.

Knowing exactly what you are looking

As one HR director once told me: ‘It’s

for is a prerequisite for finding it.

better to keep trash out than have to
train trash to do a good job.’
Recruitment selection methods

CPD

questions – have a predictive validity of

Another observation is that untrained
interviewers are much more likely
to make judgements based on first

include job interviews, assessment

impressions than trained interviewers.

centres and psychometric tests as ways

As a result, they tend to be less able to

of measuring candidates’ likely job

identify good candidates.

performance. They are also often used

Yet another finding: candidates

to gauge leadership potential. But what

interviewed via videoconferencing tend

methods should you use – and why?

to receive lower ratings than those
interviewed face to face. Interviewers

Predicting performance

should therefore interview all candidates

To measure the effectiveness of

either face to face or via video.

different candidate selection methods,

Candidates
interviewed via
videoconferencing
tend to receive
lower ratings than
those interviewed
face to face

44

There is also a paradox in terms of

researchers calculate predictive validity,

using the more rigorous and time-

which is the ability of a selection

consuming selection methods. It is not

method to predict subsequent job

uncommon for graduate candidates to

performance. A predictive validity of

spend a day at an assessment centre

zero implies that a method is no better

completing multiple interviews, written

than tossing coins or rolling dice to

tests, presentation exercises and role-

choose candidates; a predictive validity

playing scenarios. By contrast, many

of 1 indicates the method finds the best

executives are hired after only a handful

candidate 100% of the time.

of face-to-face interviews, despite

Canadian researchers Willi Wiesner

research suggesting that selection

and Steven Cronshaw found that

methods can have the most benefit at

structured interviews – where

these senior levels.

interviewers ask predetermined
questions of all candidates for the same

Testing competencies

role – have a predictive validity of 0.63.

In one study, researcher Craig Russell

Unstructured interviews – involving

tracked the performance of 98 divisional

conversations without predetermined

general managers within a Fortune 50
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company. Each division had its own

Dr Rob’s talent clinic

profit and loss account and revenues in

Q

excess of US$125m. The managers
had been hired through a rigorous,
competency-based selection

The department where I work
is just beginning a major

restructuring. I can foresee significant

process lasting at least six hours.

redundancies being made within the

Over a three-year period, Russell

coming year. What should I be doing

estimated that the competency-

in order to give myself the best chances of finding a

based process resulted in an

rewarding position elsewhere?

A

additional US$3m in annual profit
per candidate selected. His study
confirms that selection methods

You are right to be thinking ahead. Immediately
start raising your profile externally. Update and

rewrite your LinkedIn profile. Look at the profiles of other people with

have the greatest ROI at senior rather

similar experience to you and look at elements that you can incorporate into your

than junior levels.

own. If you have the time, perhaps set up a new Twitter profile, follow sources and

Russell’s study also identified that
the competencies or skills that help

individuals that you admire, and begin commenting on topical issues too.
More importantly, make it a priority to set up face-to-face meetings with the
people in your extended network. Naturally, you are busy, but make the time to

differ from those that help them to

arrange a couple of meetings every week. Perhaps meet for a drink after work or the

achieve longer term results. Within

occasional breakfast meeting. Your goal is not to promote yourself directly, but to

the first year, the managers’ skills at

engage in conversations so that people are reminded of not only who you are but

financial analysis and dealing with

also what you do. Then, in the months to come, when you might need favours such

operational issues were the strongest

as recommendations or referrals, you will have already bolstered your relationships

predictors of their business units’

with these people.

CPD

managers to succeed in the short term

financial performance. After three years,

Also, reflect on what you would like from your ideal next step. Rather than just

their skills at managing and developing

accepting a similar job within the same industry, ask yourself what you would like

people, communication, and creating

from your career. What would help you to feel more fulfilled in terms of a company’s

the right climate were better predictors

culture or the work that you do? A job move is a valuable opportunity to review what

of business unit performance.

you want from your work and your life.

It is likely that good general managers
were able to exert strong controls over

Tips for the top

raw materials and other capital assets

Do you feel that you’re ready for a promotion? Studies suggest that you are unlikely

within the first 12 months. Efforts to

to be the best judge of your own readiness. Recent research by Shai Davidai and

improve the culture, skills and ways

Thomas Gilovich found that most people overestimate the career barriers and

of working within their business units

difficulties that they have overcome.

probably reaped benefits that were
detectable only after more time.

AB

For example, consider two employees named Jacob and Maryam. While
Jacob probably sees only some of Maryam’s struggles, he can certainly list all of
the problems that he himself overcame. As a result, Jacob feels that he is more

Dr Rob Yeung is an organisational

deserving of promotion. Maryam, on the other hand, is well aware

psychologist at leadership consulting

of everything she has had to do to succeed, but sees only

firm Talentspace: talentspace.co.uk

part of Jacob’s efforts. So Maryam likewise believes that

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

she merits promotion more.
If you want to achieve your next promotion, ask for
feedback from multiple knowledgeable individuals
who are able to identify the weak spots that you
cannot see within yourself. Only by puncturing the
illusions that you hold about yourself can you make a
proper plan for developing yourself and achieving your
next career step.
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Fighting on all fronts
An in-house startup is one option for organisations looking to fend off disruptor rivals,
but rolling your own disruption involves pulling off a tricky management balancing act
‘No matter the industry, a corporation

The response from business leaders
in recent years has been to push for

elsewhere; for many years they have

life spans: the technological and

internal disruption to address the threat

come under assault from a range of new

market bases of any business will

head-on. ‘The business environment

competitors challenging the traditional

eventually disappear.’ So declared

is constantly changing, with new

model. Those competitors include

Clayton Christensen and Joseph Bower

technologies as important actors,’ says

digital operators such as Starling Bank,

in their 1995 article in the Harvard

Lebene Soga, fellow in entrepreneurship

which exploits machine learning and

Business Review entitled ‘Disruptive

and leadership at Henley Business

artificial intelligence (AI) to generate

Technologies: catching the wave’. It

School. ‘Consequently, businesses

insight into how customers are spending

was an early attempt to capture the

need to address challenges posed by

their money so they can make better

sense of growing business disruption.

financial decisions.

Since then more and more corporate
leaders have recognised the challenge
created by the so-called waves of
disruption that are impacting on their
businesses. This largely technologybased disruption is characterised by
new sector entrants with cheaper,
better products and services – small
but growing businesses that can be far
nimbler than established competitors
and therefore able to steal market share
before the traditional sector leaders

Anne Boden, chief executive of

‘Powerful fiefdoms
in profitable parts
of the business
might seek to limit
the threat of the
internal disruptor
in case it eats into
their business’

have had time to respond.

Starling Bank, says it has been able to
gain an edge over traditional banks
that are stuck with legacy thinking
by employing the technology and
approach of Silicon Valley. ‘We’ve built
all our technology from scratch to give
consumers the best possible banking
experience,’ she says.
In recent weeks it has emerged that
Royal Bank of Scotland (RBS) is planning
to roll out a standalone digital consumer
bank in the UK as it seeks to fend off

The sense of multiple threats is even

growing competition from challenger

hard-wired into the thinking of leaders

disruption, either in their own settings,

banks. Expected to be launched in

who are running corporates with the

that of their competitors or the business

2019, the service has been named

most robust business models. For

environment as a whole, if they wish to

Bó (Danish for ‘to live’) and will be a

example, Prisca Havranek-Kosicek, who

remain competitive or relevant.’

separate, digital-only bank for personal

last year became CFO of Danish biotech

Soga says that applying the concept

customers. A recent press report

company Novozymes (which dominates

of internal disruption offers businesses

suggests RBS aims to move one million

the global enzymes market and is

the opportunity to be first among

existing customers to the new mobile-

frequently hailed as one of the world’s

equals, ‘which then guarantees a lead

only banking platform from its NatWest

most sustainable companies), says:

in the market – at least before their

subsidiary, although no customer will be

‘We are preparing for an environment,

competitors either catch up or overtake

forced to switch.

linked to disruption, that is much more

in some cases’.

volatile, complex and more ambiguous

46

Take the retail banks in the UK and

consists of business units with finite

The approach of RBS conveys
the urgency with which many large,

than ever for any company in the world.

Corporate take-up

established companies are seeking

Being ready for that change will be

There are many examples of how

ways to counter the threat of disruption

the key to success, not just across my

companies are addressing disruption by

by launching their own home-grown

planning horizon, but for the rest of my

launching their own alternative products

startups. Key to many examples is the

professional life.’

and services.

application of technologies such as AI.
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The challenges

Juggling act

Soga says that while AI

But there are also deeper, more

certainly has the capability

profound management issues that could

to drive internal disruption,

limit corporate efforts to disrupt from

there are major

within. James Berry, assistant professor

challenges with

at UCL School of Management, London,

applying the

points to the problems of how to

technology

manage the ongoing business while

effectively. ‘From

nurturing the disruptor.

my research standpoint

‘How do you ensure the right

and philosophy, AI should

resources are flowing into both the

not just be considered as

traditional business and the disruptor?’

a technological tool that

he asks. ‘Business leaders must also

businesses must use to drive

be aware that powerful fiefdoms in the

disruption; it must be considered

profitable parts of the business might

as having its own ability to change the

seek to limit the threat of the internal

course it was originally set to achieve by

disruptor, which they fear will in time eat

the business.

into their business. Financial services

This approach, Soga says, means
that the business must be alert to

would be a classic example of this.’
There’s even a name for business

AI’s own needs if it is to benefit from

chiefs able to manage both sides

the advantages that AI offers. He

effectively: the ambidextrous leader

explains: ‘For example, AI might require

– executives who can manage the

that employees engage differently,

traditional businesses while effectively

it might challenge a former way of

supporting the disruptor. Their goal is

working, it might make other work

to drive through innovative gains while

practices redundant; and so on. This

continuing to maximise current profits.

understanding of AI as having a life of

Berry, referencing an article from

its own would make the business parent

2004 in the Harvard Business Review by

it by steering it in a way that makes

Charles O’Reilly and Michael Tushman

disruption non-distractive.’

called ‘The ambidextrous organization’,

There is also a fundamental challenge

says the key to success is to ensure that

in getting the board to buy into an

the right processes and culture are in

internal disruptor. ‘From my research,

place for both the legacy business and

buy-in at board level could be slow, but

the disruptor, and that the senior team

bottom-up buy-in has the ability to get

is equipped to oversee this. If that is the

the board to appreciate the technology,’

case, a combination of the old and new

Soga says. ‘In either case, ground-level

can be very powerful cocktail indeed.
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or bottom-up buy-in is strongly needed
to drive the change.’

Lawrie Holmes, journalist
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Dream becomes reality
The imminent application of the new leases standard will promote balance sheet
transparency – with major consequences for many sectors. Adam Deller explains
The rise of the bucket list is a relatively

on or after 1 January 2019, so many

What are the changes?

recent phenomenon, with people

companies are yet to adopt it. At the

The major change, and the one this

sharing lists of must-see places to visit

same time, the Financial Accounting

article will examine, is that under IFRS 16

or thrill-seeking activities like sky-diving

Standards Board (FASB) in the US has

there will no longer be any distinction

to try during their lives. Here in the

issued a similar update to leases, in the

between operating and finance leases in

financial reporting world, though, we

form of ASC 842, Leases.

the financial statements of lessees.

In this article, we will start with a recap

Currently, entities account for an item

of the major differences between the

as an operating lease if most of the risks

of the International Accounting

standards, before considering their

and rewards have not transferred to

Standards Board (IASB), joked: ‘One

potential impact across a variety of

them. In this case, they simply record a

of my great ambitions before I die is

industries, and how this may differ from

rental expense on a straight-line basis

to fly in an aircraft that is on an airline’s

the changes in US GAAP.

over the lease term, with no long-

In 2008, David Tweedie, then chairman

balance sheet.’ This would have been

term asset or liability recorded. This

greeted with nods of approval and

accounting treatment will cease to exist,

perhaps the odd hearty chuckle – which

except in the case of low-value items, or

is generally as animated as discussions
about accounting standards ever get.
While Tweedie’s dream may not be as
exhilarating as skydiving or as rewarding
as running a marathon, it is much more
in keeping with the outlook of the
financial reporting community.
In January 2016, the IASB issued IFRS
16, Leases. This will replace IAS 17,
Leases, for reporting periods beginning

IFRS 16 will
largely end
the practice
of significant
leased property
assets being ‘off
balance sheet’

for short-term leases (under 12 months).
This means that entities will be
required to include a right-of-use asset
and an equivalent liability, at the present
value of lease payments.
For many entities, this will mean
that a significant amount of assets
and liabilities that were previously not
recorded and shown only in the lease
commitments disclosure note will
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now be included in the statement of

The interest expense will be higher in

American Airlines, or Volkswagen to

financial position.

the earlier years, as the outstanding

Ford, will require a restatement of one

lease liability balance is higher.

of the parties because of this conflicting

This will largely end the practice of
significant leased property assets being

the statement of financial position is

be brought on. A likely result of this is

comparable to that proposed under

Financial statement impact

that some entities will approach real

IFRS 16, it is important to note that its

The proposed lease changes will have

estate transactions in a different way.

impact on the statement of profit or

a significant impact on many of the key

Previously, it may have been preferable

loss is not. Unlike IFRS 16, ASC 842 still

financial statement ratio calculations

to occupy premises under an operating

used in assessing the performance or

lease rather than take on debt to finance

position of an entity. The gearing or

the assets in order to keep the level of

leverage ratios will increase, as there will

the case, and procurement teams are
likely to engage in lengthy discussions
about whether new assets should be
leased or bought.
There will also be a resulting change
in the statement of profit or loss.
Currently all rentals of operating leases
are shown as an operating expense on a

Retailers will be
hugely affected,
as the sector’s
fixed asset base is
largely leased on
longer-term, noncancellable leases

be additional liabilities brought into the
debt element of the calculation.
While gearing calculations will
deteriorate, EBITDA (earnings
before interest, tax, depreciation and
amortisation) figures are likely to rise
for companies applying IFRS 16. This
is because operating lease rentals will
no longer exist and will be replaced by

straight-line basis, so the same amount

depreciation and finance costs, both of

is expensed each year. Under the new

which are excluded from EBITDA. As

model, there will be both depreciation

stated earlier, this will prevent EBITDA
allows items to be recorded as either

comparability between entities applying

operating or finance leases, similar to

IFRS 16 and some US companies

profit increases, as the expense

the current situation, so entities could

choosing to record items in profit or loss

is effectively split between the

continue to record a simple annual

as operating leases under ASC 842.

depreciation (in an operating expense)

rental expense if they choose.

and finance costs. However, there may

This will make international

and a finance cost.
This is likely to mean that operating

50

profit-or-loss treatment of leases.

‘off balance sheet’, as they will all now

borrowing low. This will no longer be

CPD

While the impact of ASC 842 on

The calculations of return on capital
employed (ROCE) will reduce under

be higher expenses in the earlier years

comparisons of competitors difficult in

both IFRS and US GAAP, as any increase

of the lease through the application

industries where some large companies

in operating profit is not proportionate

of the actuarial method of applying

report under IFRS and some under

to the increase in capital employed. In

interest to the outstanding lease liability.

US GAAP. Comparing Lufthansa to

its most recent quarterly report, BMW
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has questioned the future significance

another of the UK’s large retailers,

short of quantifying that impact. One

of ROCE as a performance indicator.

has a KPI showing a measure of total

exception, though, is Ford, with the car

indebtedness that includes the present

maker estimating that the standard will

fundamentally affect the cashflow of the

value of future rentals payable under

add approximately US$1.5bn to US$2bn

entity, merely how it is displayed, but it

operating leases.

in assets and liabilities to its statement

The lease standard change will not

probably will affect valuations.
Leverage ratios will rise across the

Like many other entities, both Tesco

of financial position.

and John Lewis explicitly state in their

sector as a result. Currently, most

financial statements that this figure

Application

bank-rating models don’t factor in

will not be an appropriate proxy for

Some entities have stated that they will

‘accounting changes’, so entities will

the expected impact of recognising a

apply IFRS 16 retrospectively, adjusting

probably need to discuss with their

lease liability under IFRS 16. This will be

the prior-year financial statements;

banks about redrawing some covenants

due to the difference in discount rates

others have taken the option to apply it

under the post-IFRS 16 landscape.

used and the treatment of additional

prospectively but adjust for the overall

lease rentals arising from contracts that

impact on retained earnings. In the year

contain extend-or-buy conditions.

to come, this will make comparability

Major industries affected

more of a challenge and certainly means

as the retail sector’s fixed asset base is

of Tweedie’s dream – will also be heavily

that users will need to carefully read and

largely leased, often on longer-term,

impacted, as most airlines hold aircraft,

understand how the entity has applied

non-cancellable leases. The scale

ground facilities and terminal space

the change.

of the changes can be gauged from

under leases. The scale of the impact

Tweedie may no longer be IASB

the UK’s largest supermarket chain,

can be seen from American Airlines’

chairman, but he is tantalisingly close

Tesco, showing £34bn liabilities on

31 December 2017 year-end figures: it

to crossing this particular item off

its statement of financial position but

had 421 aircraft under operating leases

his bucket list and achieving a long-

disclosing a further £11.4bn in future

and US$11.7bn in future operating

held dream. Reports that he will don

operating lease commitments.

lease commitments, compared with

a parachute and skydive out of that

the US$34bn it currently holds within

aircraft are as yet unconfirmed.

Many companies are already
incorporating these operating
lease commitments into some key

AB

property, plant and equipment.
This effect will be repeated all across

performance indicators (KPIs) as a

the airline industry, as lease liabilities

measure of debt. Currently, Tesco has

find their way onto the statement of

included £7bn of these (discounting the

financial position.

future operating lease commitments

CPD

The airline industry – the original focus

Retailers will be affected in a huge way,

As in the retail sector, most larger

to present values) in its calculation

companies acknowledge that IFRS 16

of total indebtedness. John Lewis,

will have a sizeable impact but stop

Adam Deller is a financial reporting
specialist and lecturer
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
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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
Audit and reporting

periods beginning on or after 1

SORP

January 2018. Changes, which include

The SORP has been updated to reflect

Taxonomies

replacing the concept of transfer of

changes to UK-Irish accounting that

The Financial Reporting Council has

‘risks and rewards’ with ‘control’ and

come into effect from 1 January 2019.

amended the suite of taxonomies to

the introduction of ‘performance

The Update Bulletin 2 to accompany the

reflect amendments made to UK GAAP

obligations’ alongside extensive

Charities SORP (FRS 102) applies to the

standards following the triennial review

disclosures, are likely to put more

trustees’ annual report and accounts for

and changes to IFRS Standards (IFRS 9,

pressure on accountants and auditors

reporting periods beginning on or after

Financial Instruments; IFRS 15, Revenue

to closely evaluate client contracts and

5 October 2018. It also highlights the

from Contracts with Customers, and

challenge directors’ judgments.

comparative information changes that

The five steps of revenue

IFRS 16, Leases). The amendments are

only take effect from 1 January 2019. You

effective from years commencing on

recognition are:

can see the changes at charitysorp.org.

or after 1 January 2019. Early adoption

*
*

Identify the contract.
Identify separate performance

No-deal Brexit

obligations.

Government guidance for the audit and

*
*

Determine the transaction price.

accountancy sector in a ‘no-deal’ Brexit

Allocate transaction price to

highlights that: ‘The UK will unilaterally

performance obligations.

provide a transitional period in the field

*

Recognise revenue when each

of audit until the end of December

performance obligation is satisfied.

2020. During this transitional period

is permitted.
As a reminder, IFRS 15 and IFRS 9 are
effective for annual periods beginning
on or after 1 January 2018 and IFRS
16 is effective for annual periods
beginning on or after 1 January 2019.
Early adoption of these standards is
permitted. More at at bit.ly/frc-taxon.

You can see these five steps explained,

individuals will be able to continue to

including worked examples on contract

apply for their EU audit qualifications

IFRS 15

modification and revenue recognition

to be recognised in the UK and EU

As highlighted above, IFRS 15

‘at a point in time’ vs ‘over time’, at

auditor registrations will continue to

became mandatory for accounting

bit.ly/ACCA-rep. See also page 58.

be recognised in the UK. Additionally,

Budget updates
The Budget took place on 29 October.
You can access free member guidance
and information, including the popular
ACCA guides (Guide to... Autumn
Budget 2018 and Guide to... tax rates
and allowances 2018), as well as the
Budget newsletter and information you
can take and use, at bit.ly/ACCA-TA.
Glenn Collins with Chancellor of
the Exchequer Philip Hammond
at the Enterprise Forum Business
reception, held during the
Conservative party conference.
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EU audit firms will continue to count
towards the majority of appropriately
qualified persons test for owning UK
audit firms.’
Find out more at bit.ly/no-deal-audit.

Tax
MTD
As previously highlighted, ACCA
has partnered with Bloomsbury

Apprenticeship funding is available

Professional Publishing to provide

SMEs in England thinking of employing and training a school leaver should

members with free practical guidance

remember that those that employ fewer than 50 people will be able to obtain

on MTD VAT implementation. This free

funding for all apprenticeship training costs, up to the maximum value of the funding

member digital resource is hosted on

band for the apprenticeship.

the Bloomsbury Professional online

Find out more about ACCA’s apprenticeship offer at bit.ly/ACCA-apprenticeships.

platform. It provides guidance on the
operation of MTD in plain English
and brings together a coherent

investors who back businesses and other

in Union Castle’s accounts of a financial

interpretation of:

enterprises in less advantaged areas by

asset, namely cash flows from certain

*
*
*
*
*

investing in accredited CDFIs.

FTSE-based derivative contracts’.

*

primary law
regulations

The tax relief is available to individuals

The case focused on a number of

HMRC non-statutory guidance

and companies, and is worth up to

issues, one of which is the meaning of

government policy papers

25% of the value of the investment in

‘a loss’. It highlighted the contextual

guidance provided directly to

the CDFI. The relief is spread over five

meaning of ‘losses’ in paragraph

professional bodies by HMRC and

years, starting with the year in which the

15(1) (a) of Schedule 26, where the

HM Treasury (where permission is

investment is made. It is a relief against

credits and debits to be brought into

given for publication)

income tax and can’t be used to reduce

account in computing profits and

public evidence given to parliament.

capital gains tax. The following example

losses are (by virtue of paragraph 17A)

is from the HMRC help sheet:

those recognised in GAAP-compliant

The content uses a Q&A format
with questions from accountancy

‘You invest £10,000 in a CDFI on

accounts. The important distinction

practitioners. Content will be updated

1 June 2017. Tax relief is due on £10,000

brought out in the summary was that

regularly as more areas are brought

at a rate of 5% = £500. This relief is

‘the right approach in deciding whether

into the scope of the legislation, and

available for the tax year 2017 to 2018

or not there has been a “loss” for the

will be built into a suite covering MTD

(the tax year in which the investment

purpose of paragraph 15 of Schedule

overview, VAT, income tax, corporation

was made) and for each of the next four

26 is to focus on the net worth of

tax and tax agents.

tax years.’

the company, as shown in its GAAP

The authors postponed release until

Find more at /bit.ly/gov-citr.

compliant accounts. The argument
that there was no diminution in value of

after the Budget. For taster chapters
and details on how to obtain this free

Tax cases

the derivative contracts is an argument

guidance go to bit.ly/ACCA-mtd.

The case of The Union Castle Mail

not about loss but from whence that

Steamship Company Ltd and The

loss arose. The decision in Abbey

CITR

Commissioners for HM Revenue and

National was right but only on the

The list of accredited Community

Customs: [2018] UKUT 0316 (TCC)

alternative basis that the loss incurred

Development Finance Institutions (CDFIs)

concerned the application of the

upon derecognition did not “arise from”

continues to grow. The Community

derivative contracts code for computing

derivative contracts; it arose from the

Investment Tax Relief (CITR) scheme

corporation tax. The argument

issue of the tracker shares. Similarly,

encourages investment in disadvantaged

concerned the ‘deduction related to a

in our judgment, in this case HMRC’s

communities by giving tax relief to

debit arising from the “derecognition”

argument on “loss” is, in substance, an
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argument that the loss does not “arise

Commission and enable the free flow

on what can be done to ‘create a

from” the derivative contracts. For

of personal data when embedded

responsible payment culture, including:

these reasons, we hold that the FTT [first

in a contract. The clauses contain

tier tribunal] was wrong to hold that the

contractual obligations on you and your

*

debit attributable to the derecognition

EU partner, and rights for the individuals

of 95% of the value of the Contracts

whose personal data is transferred. In

was not a “loss” within the meaning of

certain circumstances, your EU partners

Schedule 26.’

may alternatively be able to rely on a

what more can be done to further

The decision on all issues raised

derogation to transfer personal data.

refine measures and promote good

can be found at bit.ly/UT-2016-0198.

We recommend that you proactively

You can find other decisions at bit.ly/

consider what action you may need to

tax-trib.

take to ensure the continued free flow of
data with EU partners. Further detail on

Law

the current experiences of
businesses in their payment
practices

*

the impact of existing measures
to improve payment practices and

practice

*

whether new measures should be
introduced to further encourage a
responsible payment culture.’

the availability of each legal basis, and

You can view the call for evidence

the processes associated with making

at bit.ly/gov-late-ev. Responses are

Data protection

use of them, is available from the

required by 29 November.

Government guidance for the transfer

Information Commissioner’s website.’

of data in a no-deal Brexit highlights
that ‘if the European Commission

You can see the suite of guidance at
bit.ly/gov-no-deal.

does not make an adequacy decision

Anti-money laundering
ACCA has made available free to
members a simple policies and

regarding the UK at the point of exit

Late payment

procedures pro forma to help with AML

and you want to receive personal data

The amount of late payment debt owed

requirements. You can find the support

from organisations established in the EU

to small and medium-sized businesses

at bit.ly/ACCA-aml-ccab.

(including data centres) then you should

is far too high, and many small firms still

consider assisting your EU partners

have no choice but to trade on terms

HMRC action on AML

in identifying a legal basis for those

that are too punitive, imposed on them

HMRC has published details

transfers’. It then highlights that ‘for

by larger customers. In its latest review,

of businesses that it has taken

the majority of organisations the most

the government has issued Creating a

action against. As a supervisor

relevant alternative legal basis would

responsible payment culture: a call for

of businesses not supervised by

be standard contractual clauses. These

evidence on tackling late payment.

professional bodies, HMRC, under the

are model data protection clauses that

Businesses and advisers are

Money Laundering, Terrorist Financing

have been approved by the European

encouraged to provide evidence

and Transfer of Funds (Information on
the Payer) Regulations 2017, which came
into effect on 26 June 2017, has a duty
to publish details of businesses that do
not comply.
You can see the list at bit.ly/aml-noncomp. If you are concerned about a
firm not supervised by a professional
body you can find reporting and
whistleblowing details at bit.ly/aml-sa.

Be prepared for cyberattacks

Free guides
ACCA has a range of more than 160 free

As previously highlighted, the Cyber Security Information Sharing Partnership is a

white-label business guides that you can

joint industry and government initiative set up to exchange cyberthreat information

take and use. They are short summaries

in real time, in a secure, confidential and dynamic environment, increasing situational

of business issues ranging from duties

awareness and reducing the impact on UK business. More at bit.ly/ACCA-cyber-cisp.

to marketing and are available at bit.ly/
ACCA-guidance.
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Crypto treatments
How should a crypto asset appear on the balance sheet? Georgina Kyriakoudes offers
her take on the different accounting treatments for a very modern asset class
On the basis of current accounting

functions and features: cryptocurrencies,

method of obtaining the asset and

frameworks, and speciﬁcally in

crypto commodities, utilities tokens and

its subsequent use. Using a similar

the light of IFRS Standards, it is

securities tokens.

approach for the different categories of

CPD

unclear how crypto assets, including

In addition to a crypto asset’s features,
the reason why a party obtained the

definitions, the accounting treatments

should be accounted for.

asset (and how it did so) needs to be

could be as follows:

considered. For example, defining

*

Several national accounting standards
bodies have published discussion

a token as an intangible asset under

Purpose: Payment for services
Where cryptocurrencies are used as

papers, but as yet only Belarus has

a payment, or receipt of payment,

issued official national accounting

method between parties, they

standards for this new asset class. The

act as a medium of exchange

Australian Accounting Standards Board
(AASB) issued a detailed examination
of the application of IFRS Standards to
digital currencies back in December
2016, which has been the basis for
commentary from many other national
accounting standards bodies.
While confusion certainly exists,
some common themes are emerging

Treatment based
on the substance
of transactions
may lead to
the same asset
being classified
differently

and so can be treated as cash or
a cash equivalent. However, cash
equivalents are expected to require
support by a central bank, and to
date only Japan, Venezuela and the
Marshall Islands have recognised
cryptocurrencies as legal tender.
Also, cash equivalents are defined
as ‘subject to an insignificant risk

from these discussion papers. Three

of changes in value’, which is not

asset categories are widely accepted

the case with cryptocurrencies,

as applicable: financial instruments,

given their high volatility. National
IAS 38 raises an issue if the purpose

accounting standards boards

is to sell that crypto asset, as it would

have accordingly concluded that

have so far focused on digital

then be classed as ‘held for sale’ and

cryptocurrencies cannot be classed

currencies, and not on the wider

so excluded from the scope of IAS

under IAS 7, Statement of Cash

concept of crypto assets. As explained

38; it would perhaps need to become

Flows.

in the ‘Crypto confusion’ article in the

inventory under IAS 2.

inventory and intangible assets.
However, discussions on treatment

September issue of AB, there are now
a variety of crypto assets with different

56

crypto assets and applying current IFRS

cryptocurrencies and digital tokens,

Belarus decided its accounting
treatment based on the purpose and

Alternatively, a financial
instrument (the Belarus choice) or
intangible asset may be applicable.
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*

Under IAS 38, cryptocurrency meets

IFRS undermined?

the definition of an ‘identifiable non-

While applying IFRS Standards based

monetary asset without a physical

on the substance of transactions seems

substance’ with an indefinite

to make the most sense, it leaves the

useful economic life. The initial

issue of the same asset being classified

measurement would be cost. As an

under different IFRS Standards. The

active market generally exists, the

consequence is judgment-based

option to measure the asset at fair

classifications and issues in the

value could be considered.

comparability and understandability of

Purpose: Received via mining

financial statements – core principles of

activities Where the party obtains

the IFRS framework.
A separate standard would be more

the crypto asset as part of

beneficial, but at its current stage the

would be treated as a finished good

asset class may not be material enough

(ie inventory), with the actual cost

to warrant full standard setting. The

of its production (such as IT and

AASB proposed developing standards
that would cover digital currencies as

electricity resources) serving as the

*

measurement criteria.

the most appropriate treatment

well as address the wider issue of a lack

Purpose: For implementing

seems to be IAS 2, Inventory. Given

of clarity and standards in accounting

token rights Crypto commodities

an active market, the appropriate

for intangible assets and commodities

and utility tokens are purchased

measurement would probably be

such as water or emission rights.

for the use of the services the

the market price at the balance

asset provides. For example,

sheet date, with changes recognised

continues and the big rise in the value

purchasing the golem crypto

in profit or loss. This treatment

of these increasingly widely owned

asset gives you the right to use

is particularly applicable for

assets becomes material, accountants

distributed computing power. In

commodity brokers holding the

and auditors alike need guidance to

this case, the asset has a contractual

crypto assets on behalf of clients.

be able to reach a conclusion on the

Purpose: Own token creation

completeness and accuracy of the

Belarus standards explicitly state

financial statements and to ensure that

a fair value through profit or loss

that parties that create their own

those statements provide useful and

valuation. Belarus standards use the

crypto assets will not be allowed to

relevant information to users.

purchase and transaction cost for

recognise them. However, under

initial recognition.

IFRS an intangible asset may be

Georgina Kyriakoudes FCCA,

Purpose: For trading or capital

recognised if the asset will generate

co-founder, Dcentric.Solutions

growth While ideally this applies

future economic benefit and the

only to securities tokens, in

cost of the asset can be reliably

provision and can be classed as a
financial instrument (IFRS 9) with

*

*

reality any crypto asset with an

measured. Given that many tokens

active market may be held as an

are actively traded, it is possible that

investment. As a ‘held for sale’ asset,

these two criteria can be met.

As the ascent of crypto assets

AB
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Hitting the top line
The implementation of IFRS 15 has had a hugely variable impact on companies –
some have been significantly affected, others not at all, reports Richard Martin
The new standard for revenue

management and transportation

have been derecognised and

recognition, IFRS 15, Revenue from

sectors. The result is that what was

deferred. For residential property

Contracts with Customers, came into

a commission cost may become

developers, revenue has to be

effect for accounting periods beginning

a discount and so a reduction in

allocated to the five-year warranties

January 2018. There can be few more

revenue, and vice versa. The effect

given as part of the ‘package’

fundamental areas to change than the

of such changes has been less on

and cannot just be set aside as a

top-line number.

the bottom line profit than on gross

provision for the estimated cost

We looked at the disclosures in 18

revenue or the reported margins of

companies’ final annual reports before

different business lines, but in some

the adoption of the new standard, and

companies the impact can be just as

at their interim reports from 2018. Some

significant on both.

major changes in the treatment

Identify separate performance

of variable consideration. This

obligations in the contract. As

indicates that volume discounts

The reported changes under each of

predicted, this change has delivered

to customers or bonuses on

these were as follows.

the biggest impact. The greater

milestones, for example, were

*

Identify the contracts with the

unbundling required by IFRS 15

already being accounted for

customer. In some cases the

changes the timing of revenue

cautiously. Where IFRS 15 seems to

distinction between whether

recognition and profit, and this has

be changing treatments to a greater

parties are acting as an agent in

meant restating retained earnings.

extent is on contract acquisition

a contract or as a customer has

Separating the sale of equipment

costs. This was not covered by the

changed. House builders have had

and software upfront from the

previous standard, but now such

to separate the sales of new houses

provision of services, maintenance

costs should be spread forward in

from the contracts to sell older

and installation has speeded

line with revenue. Some engineers

houses taken in part-exchange,

up revenue/profit recognition

making major equipment sales,

for example. This issue also affects

for mobile phone contracts, for

house builders and mobile phone

companies in software, property

example; for others, past profits

companies seem previously to

interesting changes emerged.
IFRS 15 includes a five-step approach.

*

of claims.

*

Determine the contract price.
Companies are not highlighting

The benefits
in improved
reporting will
probably only
become evident in
the next periods
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*

have been expensing substantial

measuring the milestones achieved.

upfront recognition of the sale

commissions to intermediaries

In property development, for some

of equipment.

as incurred.

the point in time for the sale is

Allocate the contract price to the

changing from exchange of contracts

of the new standard in 2018 remains

different performance obligations.

and practical completion to legal

to be disclosed and evaluated.

The option to disregard a financing

completion.

The absence of full retrospective

element when the time difference

It does not seem entirely clear

restatements means that the real

between the receipt of cash

that, even under IFRS 15, all housing

impact on earnings will not fully emerge

and the performance under the

developments will be on the same

until 2019.

contract is less than 12 months

model for revenue recognition; some

has been widely taken up where

may be recognising over time and

would indicate that the impact of

there are substantial customer

others at a point in time.

IFRS 15 is variable – what has changed

What can be seen so far, however,

varies (and may be in the detail of the

down-payments. The requirement

*

Much about companies’ application

to identify standalone selling

Transition and restatement

standard), as does the extent of the

prices for separate performance

Companies seem evenly split between

impact from one business to another,

obligations was one that many

those with a full retrospective

and some sectors (retail and property

companies found difficult to apply

restatement and those opting for

investment, for example) have scarcely

and where a degree of judgment

the modified approach. Among a

been affected at all.

was required.

surprising number of companies, no

Recognise revenue when the

final choice had been made at the

profits or net assets may not be

performance obligations are

end of 2017; even for interim reports

extensive, although the effort required

fulfilled. The key criterion

in 2018, for many the choice on

to implement it may have been

for fulfilment under IFRS 15

transition is still not clear. Users might

significant, with companies trying to

is that control passes to the

therefore be unaware of whether

understand fully the many different

customer, either at a point in

the previous year’s numbers are truly

sorts of contracts with customers.

time or over time. It is difficult to

comparable or not.

disentangle any effects from this

Overall, the effect of IFRS 15 on

So has it all been worth it? The

The restatement of retained earnings

benefits in improved reporting – greater

from the separate performance

on either transition method appears

clarity and consistency, and better

obligations of equipment delivery

to have been relatively modest overall,

disclosure – will probably only become

and service.

but for some, such as Rolls-Royce, it has

evident in the next periods as the new

been substantial.

accounting standard becomes fully

More detailed effects have been
important – for example, the

Restatements can be an increase

embedded into corporate reporting.

switch away from ‘percentage of

or decrease, although the telecoms

completion’ method to ‘proportion

companies have seen consistent

Richard Martin, head of corporate

of costs incurred’ method for

increases as a consequence of the

reporting, ACCA
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Double trouble
The growing possibility of a no-deal Brexit is adding an extra layer of complexity
for businesses preparing for Making Tax Digital for VAT

UK businesses could potentially be
staring at a VAT double whammy next
March. Not only will they need to be

In amongst
the rubble of a
no-deal Brexit
scenario, businesses
will need to know
how to account for
their VAT

will businesses be unprepared, but that
HMRC may not be ready either.
‘Businesses are at different stages of

prepared for a no-deal Brexit, which

preparation for the change: some are

looks increasingly likely as the days tick
by, but they will also need to be ready

to what they are now, there’s a strong

well engaged in the process but others

for Making Tax Digital (MTD) for VAT.

possibility that things will change and

seem not yet to have grasped that

that more guidance is to come – for

fundamental change is on its way,’ says

the UK is set to leave the EU, MTD for

example, with the land border between

RSM tax consultant Andrew Hubbard.

VAT will come into force for all those

Ireland and Northern Ireland. This is

‘Of course there is another side to this:

business with an annual taxable turnover

still hazy, and we look forward to the

how well prepared is HMRC for MTD?

above the VAT registration threshold.

government’s “more information in

There are positive messages coming

This will be no April Fool’s joke, as every

due course”.’

out of HMRC on all of this and there is

On 1 April 2019, three days after

business affected must have software

The government’s VAT guidance

a pilot programme underway, which we

that can transfer VAT data directly to

explains that if a no-deal happens,

hope will iron out some of the rough

and from HMRC’s systems. Despite

the remaining EU member states will

edges, but like any other major change

the 12-month ‘soft landing’ period,

become third countries. This means

we will only be able to assess the

many businesses, especially those that

businesses’ IT systems will need to be

effectiveness once it begins in earnest.’

continue to use spreadsheets for their

changed in order to recategorise them.

While he doesn’t expect the system

VAT records and those with complex

The government will provide additional

to fall over on day one, Hubbard is not

VAT structures, could be in for a shock.

guidance in due course around the

expecting everything to go smoothly.

exact accounting rules.

This is compounded by the fact that

The Brexit date adds an additional
layer of complexity – in amongst the

‘It’s important for businesses to note

new software products are only now

rubble of a no-deal Brexit scenario,

that they are currently able to obtain

coming on to the market, leaving little

businesses will need to know how to

VAT refunds from other member states

time for businesses to integrate them

account for their VAT. The government

through a straightforward single-market

into their existing systems, assuming

is aware of this and as part of its no-deal

mechanism,’ Roy-Chowdhury says. ‘This

they have any systems in the first place.

briefings has produced an outline of

will stop and some member states may

what would happen after 29 March.

stop refunding VAT at all to the UK as

not be welcomed by the millions of UK

they currently do to the US.’

businesses that could potentially be

But experts are sceptical. ACCA’s
head of tax, Chas Roy-Chowdhury, says:

60

environment. The worry is that not only

So VAT payers will need to prepare for

‘While the government’s aim is to keep

this possibility while at the same time

VAT procedures as close as possible

preparing to move to an all-digital VAT

But either way, a no-deal scenario will

affected by this double whammy.
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The view from
Heather Simpson FCCA, owner of Wildes Accountants,
Stratford-upon-Avon, and keen caver

54%
of women working in financial services

I entered the profession

Making Tax Digital (MTD)

say their gender is a barrier to career

as a mature student. I

is the other big issue on

progression,

benefited from ACCA’s

the horizon. I have already

compared with 45%

philosophy of access to

reviewed my clients’

in other industries

all, studying full time at

situations and am educating

Source: PwC

Birmingham Polytechnic,

them about MTD’s impact.

while gaining my practical

Some are still paper-based

experience in the holidays.

and digitally excluded,
while others are under the threshold.

Box headline
SKS
snaps up four

complicated technical queries.

Consolidation
Voluptas
eum, among
ipis mincte
small
ped
andquis
midsize
firms continues
the
acquisition
accullorest,
sintecta with
velest
labor
rereiciis
by
SKS
Business Services
(owned
quos
dollautetur?
Qui nam,
volor by
Shard
Credit
fourcommos
small
sunt adi
beritPartners)
vene proof
quae
practices.
Lee becomes
quaspit, siRamon
omni lorem
ipsum. its
business
hub in the doluptur,
City, Wallsequamust
& Co will
Boxout crosshead:
merge
with Hampshire
brand
Gilroy
magni bera
coribusdamSKS
et re
nobist
la
&
Brookes,
Place
Flight
will merge
dolore
con re
volorer
spercit
autemwith
as
Ward
in Kent, and MLM
rerumMackenzie
volut volorun.
Solutions
will be integrated
SKS
Boxout crosshead:
moditat with
urehend
insolvency
division
Benedict
Mackenzie.
isciae. Gitae
magnima
ximporr
undenimilit
prem culpa
dolore
prae
In further merger
news,
UHY Hacker
estrumEast
rerem
aborrup
turiantion
culpa
Young
has
acquired
The Young
doluptus lorem
ipsum dolor sit amet.
Company,
a Huntingdon-based
firm.

amazing what data I have kept that I

My financial skills are invaluable in

Box headline
PwC
looks further

don’t actually need! I started educating

my role as treasurer of the British

clients about GDPR in 2017 and now I

Cave Rescue Council (BCRC). I started

am regularly checking their compliance.

caving in 2006, in my 40s. Some of our

I always knew I wanted to set up my
own practice. A local accountant was

The future looks digital. I offer clients a

retiring, and I acquired a bundle of fees

free one-hour electronic bookkeeping

after convincing him I would look after

lesson per year and often use it to

his former clients.

demonstrate the impact QuickBooks
Online and MyFirmsApp can have.

Today I regularly turn away prospective
new clients. I have around 80 clients,

As a sole practitioner, it’s important

many of them basic-rate taxpayers.

to keep on top of the latest technical

There are SMEs, a couple of partnerships

developments. I use several of ACCA’s

and a few limited companies. I also work

CPD resources, including its residential

with university spin-outs.

conference and In Practice newsletter.
I also use the Abbey Tax helpline for

The General Data Protection
Regulation has had a real effect. It’s

members were involved in rescuing the
Thai boys trapped in a cave earlier this
year, and there was a surge in people
wishing to donate – I added a PayPal

Some of our
members were
involved in
rescuing the Thai
boys trapped in
a cave earlier
this year

donation button to our website. We will
use the money to improve equipment
and training for our volunteers to assist
on future rescue missions.
There have been unexpected
opportunities as a result of the BCRC’s
work. I was invited to visit 10 Downing
Street, where I met the prime minister
and the Thai ambassador.

PwC is increasingly
Voluptas
eum, ipis mincte
focusing
ped
recruitment
quis
and
employment
in the
regions,
with
accullorest,
sintecta
velest
labor rereiciis
60%
its new graduate
roles
and
quosof
dollautetur?
Qui nam,
volor
78%
appointments
sunt of
adischool-leaver
berit vene pro
quae commos
located
London.
The firm
quaspit, outside
si omnoditat
urehend
isciae.
also
latest undenimilit
results of its
Gitaedisclosed
magnimathe
ximporr
workplace
programme:
women
prem culpadiversity
dolore prae
estrum rerem
comprise
46% of new
hires,
and 29%
aborrup turiantion
culpa
doluptus.
of
have black,
Asian
andcore
ethnic
Ur,recruits
nihitiis mollaut
rerum
atum,
minority
backgrounds.
Ellis, PwC
saerae cus
aut que posKevin
ex exerepe
UK
chairman
senior
said:
rroviducias
esand
venet
odit,partner,
simporum
‘With
changes
dolo eltechnological
eaquidis corro
blatioshaving
qui a
significant
impact,
is more crucial than
volupta quique
dit itestemperum
ever
that et,
we vollam
ensure re
high-skilled
andhit
doluptas
que sus eum
high-paid
jobs are
aut occusaecus
essiattainable
omnihiciisregardless
et lorem
of
a person’s
background.’
ipsum
dolor sit
amet nunc.
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#TimesUp

CPD

Sexual harassment can happen anywhere. Practices need to ensure they create a safe
environment for staff, starting with putting the right policies and procedures in place

Sexual harassment has been a

obvious that if an accountancy firm is

have experienced sexual harassment

workplace issue for as long as

perceived to have a culture where sexual

in the workplace or in a place of

people have worked. It has grown

harassment is tolerated, or where victims’

study. Under the Equality Act 2010,

in prominence over the last year,

complaints are not taken seriously, it risks

sexual harassment is defined as being

however, following sexual misconduct

punitive legal and compensation costs,

unwanted conduct of a sexual nature

allegations against a number of

the loss of talented staff, and long-term

that has the effect or purpose of creating

high-profile public figures, starting in

damage to its reputation, not to mention

an intimidating, hostile, degrading,

Hollywood and gradually permeating

the distress caused to the victims.

humiliating or offensive environment.

across all sectors and continents. The

‘It’s assessed according to the

#MeToo and #TimesUp campaigns are

address sexual harassment as part of

reasonable perception of the victim,’

among the highest-profile social media

good practice management?

explains Samantha Mangwana, a partner

movements of recent times.

The first step towards dealing with the

at CM Murray, a law firm specialising

problem is recognising it exists. A poll

in employment and partnership

accountancy profession as much as

by ComRes, on behalf of the BBC, found

law. ‘So when people try to defend

any other walk of life. And it seems

that more than a third of Britons (37%)

themselves against an allegation by

Sexual harassment can blight the

62

So what can accountancy firms do to
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saying “that’s not what I meant”, they

others being exposed to it, and what will

it’s very destabilising for that individual

are missing the point.’

happen if a sexual harassment allegation

and concerning for others, who may be

is made. Chandler emphasises that it is

discouraged from speaking up.’

‘The legal definition is deliberately
wide because sexual harassment

the line manager’s role to maintain the

comes in many forms,’ says Stella

right environment within their teams and

harassment, a firm needs more than

Chandler, director of Focal Point

to take action when necessary.

just a policy, however. It also needs

Training. ‘These include indecent or

Mid-tier accountancy firm Grant

To successfully tackle sexual

training that links specifically to that

suggestive remarks, comments about

Thornton UK has a bullying and

policy. ‘Training helps people to

someone’s appearance, jokes, requests

harassment policy that covers sexual

understand what the policy means in a

or demands for sexual favours, and

harassment. The policy aims to support

day-to-day context and allows them to

the sharing of pornography, as well as

a diverse and inclusive work culture,

ask questions and gain clarity on grey

unwanted touching. Men, as well as

by outlining the process that needs

areas,’ explains Chandler.

women, can be on the receiving end of

to be followed in the case of bullying

inappropriate behaviour.’ Some types

and harassment complaints, as well as

change. ‘Harassment victims may be

of sexual harassment, such as sexual

explaining people’s legal rights and

deterred from speaking up if they don’t

assault and physical threats, are both a

available support options.

believe they will be taken seriously, or

criminal and an employment matter.

There could also be a need for cultural

if they fear less favourable treatment

Certain characteristics of the

or victimisation as a result,’ says

professional services environment

Sarah Armstrong, an independent HR

increase the potential for sexual

consultant. ‘A culture of general respect

harassment. It has senior individuals with

and dignity at work should permeate

high status who may exert considerable

throughout the organisation.’

influence over the careers of junior staff
that work late into the night to meet
deadlines; employees and partners who
may be expected to entertain clients at
events where alcohol is involved or even
at inappropriate venues; and possibly

Some types of
sexual harassment
are both a
criminal and an
employment matter

requirements for staff to travel alone

CPD

members; small, project-based teams

Detrimental to talent
Sexual harassment is an important
issue that should not be ignored by any
accountancy firm, not least because
of the acute talent shortage currently
facing the profession. ‘There’s a terrible
gender imbalance and diversity problem

with clients for work purposes.

within accountancy firms,’ says Keir
‘Our aim is to provide a working

Wright-Whyte, director of Accounts

Start with an audit

environment where colleagues treat

and Legal. ‘This becomes increasingly

Where an accountancy firm does not

each other with dignity and respect,’

apparent among more senior roles. If

already have a formal sexual harassment

says Malcolm Gomersall, partner and

accountants are serious about tackling

policy in place, Mangwana advises that

head of people and client experience

the imbalance, they’ve got to ensure

conducting an audit can be a good way

at Grant Thornton UK. ‘It is a minimum

that firms are safe and enjoyable places

to start. This should cover the different

requirement that harassment should

for everyone to work in.’

types of situation where harassment

not factor into a daily working routine

can occur, including out-of-office

and that if it does arise it is dealt with

events, so that the firm can identify the

properly. If we want our people to thrive,

mechanisms and safeguards needed to

then there needs to be a clear message

mitigate the risks.
The next step is to draw up a policy

that harassment will not be tolerated.’
Once a policy has been drafted, it

that covers what harassment is, the firm’s

is crucial to publicise and enforce it.

position on harassment, how harassment

‘There’s little point in having a policy if no

manifests itself in the workplace, what

one knows what’s in it,’ says Mangwana.

people should do if they are exposed

‘And if someone reports behaviour of

to harassment themselves or witness

concern, but doesn’t then see action,

AB

Sally Percy, journalist
More information
Get CPD units by answering questions
on this article at accaglobal.com/cpd.
Find ACAS guidance on sexual
harassment at bit.ly/acas-harassment.
Guidance for employers from
the Equality and Human Rights
Commission can be found at
bit.ly/EHRC-harassment
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Seeking digital skills
Digitalisation will bring about fundamental changes to workflows and to the skillsets
that employees will need. Keith Underwood gives some advice on how to prepare
There has been a lot of press coverage

strategy of the practice and its portfolio

and focuses on one industry sector.

about the effect of developments such

of clients or staff.

Five years ago this business was

as Making Tax Digital, new software

dominated by data-entry work –

applications and other innovations on

to be considered in this change

bookkeeping and accounts preparation

the delivery of accounting, tax and

process is resourcing. The traditional

were key pinch points in its workflow.

business services.

employment path, where trainees are

But over the last five years, 70% of

encouraged to stay with a business

the practice’s data input has been

that is radically different from the way

and pursue their careers with one

digitalised. Data-entry bookkeeping

most practices now operate, with some

employer – or at least progress through

work has been reduced to 30% of the

commentators predicting a doomsday

a period of training and then take

activity and is declining year on year.

scenario. But while such predictions may

on senior managerial and partner-

In turn, IT client software has been

be exaggerated, practices do need to

level responsibilities – now seems an

upgraded and a customised report

plan for change. This includes looking

inappropriate model for a digitalised

standardised.

at your skills base and planning how to

future. Digitalisation will bring about

train staff and reposition their roles for a

fundamental changes to workflows and

digitalised world.

to the skillsets that existing and future

Many of these articles portray a future

There seems to be very little
independent advice available as

64

A key element that will need

employees will need.
A prime example that I came across

For the practice, this means:

*

a much-reduced requirement for

*

an enhanced requirement for

bookkeeping and data entry
administrative roles, chasing clients

an alternative to going to software

recently was a management accounting

and suppliers to ensure data is

providers, which just want to promote

practice that specialises in providing

delivered to a fixed timetable

their own systems – an approach that

monthly accounts alongside some

does not necessarily address the overall

financial director-style commentary,

*

a greater need for IT resources,
whether outsourced or internal, to
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onboard new clients digitally and
work on converting clients who have
not yet migrated onto the portal

*

the need for a resource to analyse
workflows and automate every step
as new software is developed.

The investment made in new client
onboarding means high-quality data
feeds and the preliminary review stage
for accounts preparation has been
eliminated. So client account managers
have more time to review the reports,

rate of 50%. They are looking at the

This is wholesale
change and is
ongoing, dynamic
and in need of
investment. Current
recruitment needs
to take into account
the new model

recruitment of more varied external
skillsets to fulfil management and
technical positions for their three-year
horizon, rather than relying on internally
trained individuals.
You therefore need a human
resources talent plan, but to do this you
first have to understand and agree the
level of digitalisation to be achieved
for the practice and at what speed to
drive change.
The management accounting firm

then either hand these on to partner

mentioned earlier was an early adopter

level or interpret and advise clients on
processes is ongoing, such as finding

of digitalised data input, but it has

new ways of bringing data on board

taken nearly five years to bring about

New range of skills

and new ways of delivering financial

a fairly smooth change in the workflow

Because of these changes, recruitment

director advice, or highlighting

and a definitive step-change in

and training within this organisation has

critical situations upon interpretation

recruitment and training.

evolved, and some of the skillsets of the

of the data.

potential actions to be taken.

past are now defunct. Administrators,

It is more difficult to significantly

This is wholesale change and is

change a traditional practice with

analysts and IT specialists are now in

ongoing, dynamic and in need of

existing, loyal staff and a fairly rigid

increasing demand.

investment. Current recruitment needs

workflow – but not impossible. The

External recruitment of these skills

to take into account the new model. For

change should be tackled with an

will be necessary, challenging the old

example, a large firm we’ve worked with

open mind and solutions should be

pyramid structure. The client-facing

recently, which fills over 200 training

keenly sought.

side of the business is now clearly

positions every year, now plans for the

at the administration, manager and

retention of only 25% of those trainees;

Keith Underwood is managing director

partner level. The need to evaluate new

previously they had targeted a retention

of Foulger Underwood Associates
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The view from
Robert Butler FCCA, CFO of Alzheimer’s Society,
and passionate cyclist

£240m
Government investment in extra

I manage a directorate of

across society and achieve

social care funding to free up NHS

about 50 employees across

breakthroughs in research

beds this winter

finance, procurement,

into a cure. We aim to

planning, risk and property.

increase fundraising income

I work closely with the

and work closely with

CEO and senior leadership

our fundraising teams on

team, supporting them on

innovative ways to do so.

strategy and performance. I

Our Dementia Revolution

maintain a strong relationship with our

campaign is joint partner for next year’s

Borrowing cap goes

trustees, who provide oversight and

Virgin Money London Marathon.

The government is removing local

strategic direction.

authority borrowing restrictions to allow
My advice to those embarking on a

the construction of a new generation

No day is typical for me. Last week I

professional accounting career is to

of council housing – around 10,000

visited a research laboratory we fund,

never stop learning, both technically

additional homes a year are expected

attended a board meeting with trustees,

and professionally. I continually seek

to be built as a result. Councils with

took part in a gruelling Tough Mudder

out new opportunities and challenges

high affordability pressures have been

fundraiser and sat on a judging panel

to develop my skills and career. My

invited to bid for a share of £1bn in extra

assessing staff efficiency suggestions.

recent shift from financial services into

borrowing. Lord Porter, chairman of the

the charity sector started from curiosity

Local Government Association, said:

about charity finance roles.

‘The last time this country built homes

Dementia is now the UK’s biggest

at the scale that we need now was in the

killer, with someone developing it
every three minutes. There are 850,000

My most satisfying achievements are

1970s, when councils built more than

people with dementia, set to rise to

building strong teams that harness

40% of them.’ The borrowing initiative

one million by 2021. To address this,

technology to drive real change. While

comes after a study from the Chartered

Alzheimer’s Society has an ambitious

working in Thomson Reuters’ North

Institute of Housing found that councils

five-year strategy, called New Deal

American division, I implemented

are losing £300m a year through tenants

on Dementia, to reach everyone

an application that streamlined the

exercising the right to buy their homes.

affected, raise awareness of dementia

commercial review process across a

Cycling to work
helps me to think
things through
and solve business
challenges

team of over 300 sales staff, leading to a

INGO income poser

significant increase in sales profitability.

UK-based international non-

At Save the Children, I led the rollout

governmental organisations (INGOs)

of a system for managing staff expense

face a long-term challenge in

claims, speeding up processing time by

identifying diversified income sources

around 10 days.

and becoming financially sustainable,
according to a report from Bond, a UK

Away from work, cycling is my passion.

network of over 400 INGOs. The report

I try to cycle to work at our London HQ

found that INGOs generated £3.9bn in

at least two or three times a week – it

the 2015/16 year. Overall income for 305

helps me to think things through and

of Bond’s members grew by 59% in the

solve business challenges. It’s also an

previous 10 years, compared with 10%

excellent way to wind down at the end

for the wider UK charity sector.

of a day.

AB
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Riding the waves
At the heart of the donor ecosystem that sustains BBC Media Action’s broadcasts is
Alan de Sousa Caires FCCA, the development charity’s global director of finance
Alan de Sousa Caires FCCA has the
kind of job that many accountants

i

Finance

CV

business systems. It is also his job
to ensure that BBC Media Action

would die for. Part of his role as
director of finance and business

2014

complies with the requirements of

services at BBC Media Action is to help

Joined BBC Media Action as deputy

the Charity Commission, internal BBC

drum up funding for BBC radio and

director of finance. Became director of

corporate regulations, external donor

TV programmes that reach 200 million

finance and business services in 2017

requirements, GDPR, plus local legal,
tax and procurement obligations in all

people around the world a year.
BBC Media Action is the international
development charity arm of the

2013
Finance manager, VSO

broadcaster, which works with

the countries in which it operates.
Following the safeguarding issues in
the charitable sector earlier this year,

governments, NGOs, donors and other

2011

de Sousa Caires also has to carefully

broadcasters across Asia, Africa and the

Publishing editor and MD,

oversee safeguarding reporting.

Middle East. While BBC Media Action

Management Today, South Africa

is legally, financially and operationally

‘I have had to go back over the past
10 years to see if there are any issues

independent of the BBC, it upholds the

2009

to be dealt with, and I have put a

organisation’s values and reputation.

Finance manager, Chartered Insurance

reporting system in place,’ he explains.

De Sousa Caires has five direct

Institute

Competing demands

reports and oversees a total team
of 20 at the organisation’s London

2005

The role is demanding. Typical activities

headquarters.

Finance manager, Notting Hill

include reviewing funding project

Housing Trust

proposals for donor organisations

‘I’ve been in the not-for-profit sector
for 15 years,’ he says. ‘It is so much

and assessing how they fit within the

more complex working in international

1991

strategy, coaching staff and working

development than in the commercial

Finance manager, General Electric

closely with the other members

sector. There are so many different risks

of the executive team. ‘We have a

and moving parts. We have to make

very supportive CEO,’ he says. He

sure we are compliant in so many ways.

sought out this job,’ he explains. ‘I

also spends a lot of time with the IT

That is why I love my job. We reach

really wanted to work in international

people to make the workplace more

200 million people a year through

development. My wife had been

efficient – an activity he describes as

our programmes.’

working for Farm Africa, which was

one of his passions.

supporting farmers in East Africa, and

However, the biggest issue, he says,

VSO prelude

I could see how exciting her work was.

is the funding environment and the

De Sousa Caires joined BBC Media

Before VSO, we spent a couple of years

changing demands of donors.

Action in 2014 as deputy director of

in South Africa where I was running my

finance, becoming director of finance

father-in-law’s publishing business. After

is £34m across all our country offices,

and business services in 2017. Before

returning to the UK, I applied to BBC

and 99% of our funding is restricted,’

that he had worked for Voluntary

Media Action’.

he explains. ‘Though part of the BBC

Service Overseas (VSO) in Papua New
Guinea, in a capacity building role.
‘The time I spent in Papua New
Guinea was one of the reasons I

68

budgeting, but also for running the

As the senior financial executive

‘Our turnover and budget this year

family, we are not funded by the TV

at the organisation, he is not only

licence fee’. BCC Media Action gets

responsible for management

a large percentage of its income from

accounting, financial reporting and

the big institutions such as the UK

Accounting and Business November/December 2018

UK_YPUB_DeSousa.indd 68

16/10/2018 13:20

‘In Nepal our
programmes
are distributed
to remote radio
stations by
moped’

and US governments, the EU and the

a magazine show or a public service

not knowing what to do,’ he says. ‘I

Gates Foundation, which means it

announcement.

did the AAT training and qualification,

has to spend the money on agreed

In some countries, these programmes

then it was natural to go on to one of

programmes. ‘For example, if Unicef is

are broadcast via the BBC’s World

the four main qualifications – I chose

focusing on giving polio vaccinations

Service; others go out on a local radio

ACCA, as it provided the broadest

in Nigeria, we would bid to be a part

station. ‘In Nepal our programmes

range of training. Without that I

of that project. We take the money and

are distributed to remote radio

wouldn’t have achieved the seniority

create a specific radio programme to

stations by moped,’ he says. ‘We also

or variety of roles.

address the need – it’s about informing

broadcast in Nepal via Facebook.

‘I value the time I still put into ACCA

people so that they can decide if the

We have 1.8 million “likes”, which

and other networking events, meeting

vaccination is right for their child.’

is incredible in a country with a

people from other organisations. You

population of just 29 million.’

can’t underestimate the value of sharing

They use research to consider what
type of programme needs to be made,

De Sousa Caires believes his ACCA

in what format, whether it should be

Qualification has proved crucial to his

on radio or TV. It might be a drama,

career progression. ‘I left school at 16

information and experience.’

AB

Paul Gosling, journalist
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Home advantage
The government is promoting a new deal for social housing in England by changing
the way funding is allocated, but what does this mean for the devolved regions?
Housing associations are feeling

Deal for Social Housing was published,

way that money was allocated meant

more confident and more positive.

indicating the future direction of

housing associations couldn’t be sure

In autumn, prime minister Theresa

government policy. It contains five

of long-term funding to build much

May told the annual conference of

principles to ‘underpin a new, fairer

needed affordable housing.

the National Housing Federation, the

deal for social housing residents’. Those

body representing English housing

principles are:

which they allocate funding, ministers

associations, that ‘new longer-

*
*
*

provision of safe and decent homes

have given long-term confidence

faster, better complaint handling

and confirmed that we are trusted

resident empowerment and

partners in solving the housing crisis,

landlord accountability

building new homes and communities.

tackling social housing stigma

Ultimately, this will have a huge impact

building sufficient social housing.

on building the affordable homes that

term partnerships will be opened
up to the most ambitious housing
associations through a ground-breaking
£2bn initiative’.
It was all part of a change in the
government’s approach, a move towards

It may also herald the end of housing

thousands of people across the country

the longer-term, confirmed funding

associations’ heavy reliance on

desperately need.’

arrangements that associations had

commercial loans and could change the

asked for. The new deal allows funding

balance of power between lender and

Scotland

applications to 2028/29 and follows the

borrower.

The prime minister’s announcement

award of £600m worth of longer-term

David Orr, the outgoing chief

of extra, longer-term funding for

deals to eight associations, which have

executive of the National Housing

English housing associations could

already enabled the building of nearly

Federation, acclaimed the promise of

lead to additional funds for the

15,000 new homes.

new funding. ‘This represents a total

devolved nations through the Barnett

step-change,’ he said. ‘For years, the

formula. David Stewart, policy lead at

In August, the green paper A New

70

*
*

‘Now, by changing the way in
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the Scottish Federation of Housing

housing, both of which would have

Wales

Associations, explains: ‘We would

significant cost implications.’

Aaron Hill, assistant director of policy

hope that additional funds will become

and public affairs at Cartrefi Cymunedol

available to housing in Scotland via

Northern Ireland

Cymru (Community Housing Wales),

Barnett consequentials following the

Ben Collins, CEO of the Northern

is positive about the prospects for

PM’s announcement. However, we will

Ireland Federation of Housing

social housing in Wales. ‘The Welsh

need to see how the funds are allocated

Associations, has also asked for

government has committed to invest

by the Scottish government.’

clarification of a possible funding

more than £1.5bn of funding in housing

benefit via the Barnett formula.

throughout this assembly term,’ he

complicated by support for affordable

Northern Ireland has specific challenges

says, ‘and its new draft budget saw

housing in England seldom coming in

in financing social housing, with

an additional £35m assigned to social

the form of grant aid for new-build social

consequent constraints on borrowing.

housing grant. This is great news for

The extra funding potential is also

housing – the main focus of investment

The Office for National Statistics

housing associations, and means we

in Scotland. The funds announced

reclassified the social housing sector

are on target to deliver the Welsh

may be for measures such as loans

in England as part of the public sector

government’s 20,000-home target

and financial guarantees, and support

in 2015, and in Scotland, Wales and

during this assembly term.’

Northern Ireland in 2016. Subsequent

‘This will have
a huge impact
on building the
affordable homes
that thousands
of people across
the country
desperately need’

other forms of development rather than

Welsh housing associations intend

legal changes have allowed their

to build 75,000 new homes by 2036.

reclassification as private sector

The Welsh government commissioned

bodies in Britain, but the lack of a

an independent review of affordable

legislative assembly following the

housing supply earlier this year to

collapse of devolved government

consider how to achieve this.

has prevented the same happening

But while additional funding for social

in Northern Ireland. The Treasury has

housing across the four UK nations is

put a temporary exemption in place,

certainly available, the pressures on

but restrictions remain on the use of

housing associations to satisfy the rising

financial transactions capital, which is

demand remain considerable.

AB

used for co-ownership housing and
some affordable housing.

Paul Gosling, journalist

The size of the sector

funding to housing associations.
‘Housing associations in Scotland

4 million Social housing units in England, of which 2.4 million are owned and

are in a sound financial position,’ says

managed by housing associations, and 1.6 million are owned by councils; the total

Stewart. ‘At present they are benefiting

figure is down from 5.0 million in 1981

from an ambitious programme to build
50,000 affordable homes during the

594,458 Social housing units in Scotland, of which 277,905 are owned and

current Scottish parliament, 35,000 for

managed by housing associations, and 316,553 are owned by councils

social rent. They also have the most
energy-efficient homes by tenure after

230,044 Social housing units in Wales, of which 142,670 are owned and managed

investment to meet quality and energy

by housing associations, and 87,374 are owned by councils

efficiency standards.
‘There are challenges, however.
Welfare reform is a strain on landlords

133,100 Social housing units in Northern Ireland, of which 31,300 are owned and
managed by associations and 101,800 by the Northern Ireland Housing Executive

and tenants, and there are Scottish
government proposals for higher energy
efficiency standards and a requirement
for sprinklers in new-build social
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Upcoming events
ACCA has a broad programme of events and webinars, providing members
with CPD, technical updates and excellent networking opportunities
Events
At the Flower Bowl
6 November, Preston, free
Join us for a tour of
Lancashire’s newest and
most unusual leisure venue,
which offers a range of
exciting activities under one
grass-covered roof. The
evening will also include
a talk from Guy Topping,
managing director of
Barton Grange Garden
Centre, in which he will
discuss local developments
and funding, and working in
the family business.
Managing millennials
6 November, Edinburgh, free
What happens when

Secrets to success: how Next adapts to change

today’s younger generation
enters the global

With the retail sector currently enduring

ACCA’s senior professional insights manager,

accountancy profession? Our

substantial turbulence, over 100 ACCA

alongside Cannons, the focus shifted to the

expert panel discusses the

members, final-year students and local

talent requirements of the function. ‘Team fit,

ways millennials will change

business professionals gathered at Next Plc’s

attitude, communication skills and the ability

the workplace.

Leicestershire head office last month to hear

work cross-functionally are key,’ said Cannons.

how it is adapting to this changing climate.

‘These abilities are underpinned by the

Dealing with difficult people

technical, ethical and professional skills that

19 November, Exeter, free

come from being ACCA-qualified.’

Have you encountered

Retailers face many challenges, from online
competitors to changing consumer spending
habits and uncertainty around Brexit. But

Those attending were invited to take

difficult people at work? Are

Next’s trade financial controller Leigh

ACCA’s online CPD skills test as well as

you at a loss about how to

Cannons FCCA explained how the finance

being offered career advice with recruitment

work with them? Help may

function plays a central role in driving the

experts from Next and Kaplan, and a

be at hand. Talane Miedaner,

business forward: ‘A member of the finance

LinkedIn headshot taken in the Next

a sought-after speaker

function is in the room when every material

photography studio.

and leading international

decision is made,’ she said.
In a panel discussion with Denise Skinner,
chair of CMI East Midlands, and Clive Webb,

Next also recognises the benefits of

executive coach, will offer

recruiting new talent via ACCA’s Jobs Board

tips and common sense

and will place future vacancies on it.

advice at this joint event
with AAT.

72

Accounting and Business November/December 2018

UK_A_events.indd 72

16/10/2018 15:19

Mentoring for success
19 November, Cambridge,
free
What are the benefits of
being a mentor or a mentee?
How can it improve and
accelerate your career to
the next level? Hear from a
number of speakers on how
mentoring has impacted
their career, whether that’s
coaching a mentor to help
with succession planning,
or being mentored about
reaching FD level.
ACCA Glasgow lunch
23 November, Glasgow,
£45 per person, £450 table

TV’s Rachel Riley presents Green &
Co’s Nick Park FCCA, Barrie Kenyon
FCCA and Ed Gooderham with Medium
Practice of the Year award.

of 10

ACCA members’ achievements recognised

Hear from one of Scotland’s

ACCA members and firms enjoyed success

Independent Firm of the Year – Greater

most high-profile business

at the Accounting Excellence Awards and

London. Salhan Accountants (headed by MD

leaders, Alison McGregor,

British Accountancy Awards this autumn. The

Madan Salhan FCCA) won Independent Firm

who will be speaking about

Accountancy Cloud, led by Wesley Rashid

of the Year – Wales and Midlands. ACCA

her journey to become

FCCA, won Innovative Firm of the Year at

members were also on the shortlists for Rising

CEO Scotland for HSBC.

the Accounting Excellence Awards. Medium

star of the Year, featuring Alexander Black,

McGregor will discuss the

Practice of the Year went to Cwmbran-based

Dillis Qin, Billie McLoughlin, Greg Houston

challenges she has overcome

Green & Co. There was further success

and Selen Mertdjan. Shortlisted for Partner

and talk about breaking

for The Accountancy Cloud at the British

of the Year were Lisa White, David Stevens,

the barriers to trade in an

Accountancy Awards, where they were named

Warren Munson and Desirie Lea.

international world.
ACCA Cymru conference
and dinner
29 November, Cardiff,
St David’s Hotel & Spa
ACCA’s flagship event in
Wales returns and is sure to
sell out quickly. During the
day, expert speakers will
cover a range of key topics
for finance professionals
in Wales (the conference
will offer eight units of
CPD). The gala dinner in
the evening will be hosted
by a leading personality
from the world of sport or
entertainment.

Alex Falcon Huerta FCCA, Alastair
Barlow FCCA and Yogesh Patel FCCA at
the British Accountancy Awards.
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ACCA and IoD lunch

Moving from manager to

has been designed to help

Post-GDPR, data risks and

7 December, Deganwy

leader can be a daunting

participants prepare their

protection for accountants

Join ACCA and IoD

experience. Understanding

practices for ACCA audit

12 December, London, £519

(Institute of Directors) Wales

the difference between

monitoring visits. We will

This course demonstrates

in the beautiful surroundings

a manager role and the

identify and discuss the

how to review the

of the Quay Hotel,

role of a leader is key. This

most common causes of

effectiveness of your data

Deganwy, for this Christmas

course has been developed

unsatisfactory monitoring

security safeguards and

lunch. The guest speaker

to inspire managers who

visit outcomes. Participants

adopt some simple measures

is Liam Evans-Ford, actor

are looking to step into a

will learn how to undertake

to protect businesses and

and executive director of

senior management role

audits and to record audit

individuals from being

Theatr Clwyd; entertainment

or a leadership role that

work in a manner consistent

victims of data loss. This

will be provided by boys

involves heading up a team

with the requirements of

course will also look at the

choir Only Boys Aloud.

of people.

auditing standards and

General Data Protection

that will consequently

Regulation (GDPR) and

Audit compliance

meet monitoring visit

the significant changes

11-12 December,

requirements. The workshop

that organisations needed

Taking on a senior role

Manchester, £495

is suitable for partners and

to adopt in order to be in

6 December, London, £495

This two-day workshop

managers in practice.

compliance.

Professional courses

AB

How to manage your digital transformation
Digital is reshaping the global economy and changing
today’s workplace. The opportunities for organisations
to drive advantage from the digital world have never
been stronger.
Join us at one of ACCA’s 10 roadshows for an insight
into how your firm can transition to a fully digital practice
fit for the future. Each roadshow will offer tips from ACCA
members who are leading the way.
The events are free and take place on the following
dates and locations across the UK.

74

*
*
*
*
*
*
*
*
*

21 November – Glasgow
26 November – Rotherham
27 November – Manchester
28 November – Ewloe (near Chester)
3 December – Birmingham
4 December – south-east London
5 December – north-west London
6 December – Plymouth
10 December – Southampton

See accaglobal.com and search ‘future proof your practice’.
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Council update
ACCA’s governing body met at the Adelphi in London last month and was updated
on strategic performance and the activities of a number of committees
Council met on Thursday

to 31 July 2018 and key

Council meeting held in

made by the chairmen

20 September in London.

strategic matters.

Beijing and agreed the

of Governance Design

Council broke into

approach for determining

and Remuneration

groups to consider the

future locations for

committees focusing on

several important matters.

findings of research on

Council meetings to be

their oversight roles and

*

The president updated

emotional intelligence in

held outside London.

current work plans.

Council on his and the

a digital age.

The meeting featured
discussions and decisions on

officers’ activities since
June, including attending

*

*

*

Council approved

*

Council noted the
final draft of the AGM

*

Council received
reports from the Audit

the appointments to

Booklet, which will be

Committee meeting

events in Botswana,

standing committees, the

distributed to members.

held in August and the

Zimbabwe, China,

International Assembly

Council noted a report

Governance Review

Malaysia, Singapore and

and the public interest

from the Qualifications

Implementation Task

the UK.

oversight boards for

Board, including the

Force meeting held in

The chief executive gave

2018-19.

review of the June 2018

Council considered

examination results.

The next Council meeting is

Presentations were

in London on 15 November.

a presentation focusing
on strategic performance

UK_A_council.indd 75
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Practising certificates
There are changes to how members need to record their training to be eligible for a
practising certificate or a combined practising certificate and audit qualification
On 1 January 2019 ACCA

the student Practical

principal review and the

qualification would complete

will launch a new way for

Experience Requirements,

time summary.

all three parts.

members to record their

it allows for a smoother

experiences of training

progression from student to

towards an ACCA practising

practising member.

certificate or an ACCA

optional areas.

complete statements of

*

Part 3 relates to the

achievement that document

audit area.

the experience they have

Members will need to

practising certificate and

Transition

A member who is training

gained in relation to these

audit qualification.

But what does the change

towards a practising

areas. These statements

mean for members who are

certificate would be

must be reviewed and

obtain a period of relevant

currently completing the

expected to complete part 1

confirmed by the member’s

experience and complete a

PCTR? Members will not be

and part 2; a member who is

training principal.

Practising Certificate Training

able to combine the PCTR

training towards a practising

Record (PCTR) to be eligible

and the PCEF – they will

certificate and audit

for a practising certificate.

need to complete a single

But from next year, members

document (either PCTR or

who have not started

PCEF) as evidence of their

UK and Irish renewals

their PCTR must meet

complete period of relevant

Members in the UK and Ireland who already hold a practising

the Practising Certificate

experience. The Practising

certificate will shortly be able to renew it online for 2019.

Experience Requirements,

Certificate Experience

under which they will need to

Requirements state that all

*

document their experience

completed PCTRs need to

membership number and passcode to access this service.

within the Practising

be submitted and approved

If you do not have your passcode, you can request help at

Certificate Experience

by ACCA by 31 December

bit.ly/ACCA-code-help.

Form (PCEF).

2020. After this date, only a

Members must currently

PCEF will be accepted.

Rigorous as ever

*

Members can complete
their statements of

Individuals. To renew online, simply log into your
MyACCA account – you will need your ACCA

Firms. If you are your firm’s nominated contact partner
or director, you can renew online by logging into your
MyACCA account using your firm’s ACCA reference

ACCA has robust practising

Evidence

number and passcode. This will be different from your own

certificate requirements,

Like the PCTR, the PCEF

passcode. If you do not have your firm’s passcode, you can

and this will continue with

will require evidence of

the launch of the PCEF.

performance in relation to

You can securely provide your credit or debit card details when

The rigour with which

a range of experience. The

completing your online renewal, or you can select the invoice

ACCA evaluates members

existing PCTR elements

option and will be sent an invoice once your renewal has been

for a practising certificate

of competence have

processed. Cheque payments will not be accepted. Please

will not be diluted; the

been revised and are now

submit payment by 15 December 2018.

minimum competence

arranged into different areas

level required by the PCEF

(mandatory, optional and

pay the invoice by the deadline, you will be subject to a late

remains challenging.

audit). The PCEF itself will

renewal submission penalty fee of £65 in addition to the

have three parts:

standard renewal fee and may become liable to disciplinary

*

action. Please do not leave your renewal until the last minute.

The new process has
been designed following
feedback from members.

76

*

Part 2 contains the

Part 1 includes the
overall PCEF guidance

By using a framework

together with the

and process similar to

mandatory areas, the

request help at bit.ly/ACCA-code-help.

If you fail to submit your practising certificate renewal or

For help, please email authorisation@accaglobal.com or
call +44 (0)141 534 4175.
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achievement at any point

replaces the previous

of finalising additional

These resources will go

during their training towards

Professional-level exams.

resources to help members

live on 1 January 2019 and

a practising certificate.

Members wanting to

and training principals

will be included in the

apply for ACCA practising

with these changes to the

recently launched practising

statements of achievement,

certificate and audit

practising certificates. The

certificates and licences

members must undertake

qualification must therefore

various resources will include

section of the ACCA

six-monthly reviews with

pass the UK or Irish variants

the following:

website, which you can

their training principal.

of Strategic Business

find at bit.ly/ACCA-cert-lic.

These reviews should be

Reporting and Advanced

*

guidance notes that will
explain each of the areas

We will also be running a

recorded in the principal

Audit and Assurance.

series of live question-and-

review section of the

Members were previously

*

comprehensive
examples of completed

answer sessions.

PCEF. There is also a

required to have passed

statements of

time summary, which

the UK or Irish variants of

achievement

information about the

must be completed on a

P2 Corporate Reporting

a series of bite-sized

requirements of the

six-monthly basis.

and P7 Advanced Audit

webinars explaining

ACCA practising certificates

the different aspects

is available at bit.ly/ACCA-

of the PCEF

prac-cert.

In addition to the

*

and Assurance.

Strategic professional
Members should note that

Support is on hand

from September 2018,

At the time of writing,

Strategic Professional

ACCA is in the process

In the meantime, more

AB

*

a training principal
guidance pack

Stefan Pegram is ACCA’s

*

a transition guide.

head of licensing
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ACCA president Leo Lee spoke about how
members can help bring positive change.

Shaping the future
ACCA’s International Assembly met in London in September to hear about
trends and developments affecting the profession
strategy for next year.

speaker Dr In-Ki Joo, deputy

the future’ was the theme of

president of IFAC, about

talked about how members

ACCA’s 22nd International

some of the key global

can bring about positive

during the two-day event

Assembly, which took place

issues IFAC is currently

change by working together.

included ‘telling the ACCA

at its headquarters, The

focusing on, including the

And Helen Brand, ACCA’s

story with impact’, delivering

Adelphi, in London on 18-19

digital revolution, competing

chief executive, updated

member value going

September.

for talent, and the role of

attendees on ACCA’s

forward, and trends shaping

the profession in fighting

achievements over the

our future world and how we

corruption.

last year and looked at the

can respond.

Among the highlights were
a presentation from keynote

78

ACCA president Leo Lee

‘Working together, shaping

Other topics addressed
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International Assembly member from
Russia Oksana Losevskaia.

Dato’ Lock Peng Kuan, IA member and
deputy chairman of ACCA Malaysia.

Chief executive Helen Brand talked about ACCA’s
achievements over the last year.
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ACCA members have gathered at events around the
world to seek out their names on the wall.

What’s your connection?
As the wall celebrating 200,000 members comes down this month, ACCA continues
festivities by asking members how they are linked to the global ACCA family
As part of its celebrations

share what connects them to

and their experience of

shared with respondents as

to commemorate hitting its

their global ACCA ‘family’.

being an ACCA member. The

a personalised infographic,

results, benchmarked against

updated in real time as

Members have been

200,000-member milestone
this year, ACCA has been

invited to answer 10

other members’ responses

more members take part.

encouraging members to

questions about themselves

around the world, have been

Highlights of some of the
responses are shown below.
ACCA’s 200,000-member

All about you

celebrations come to an end

Members have been invited to answer 10 questions about themselves. Here is a selection.

this month, with an official
closing ceremony for the

27%

Music

29%

A copy of
AB magazine

9%

28%

Your company’s
annual report

Yes

41%

Self-study

50%

Learning
provider

wall – a list of all members’
names, where you can also
leave your own message –
at the World Congress of

You’re working
on an important
presentation.
How do you
concentrate?

73%

Total silence

80

You are
stranded on
a desert island.
What would you
rather read?

Accountants in Australia on

Have you
ever worked in
another country
as an ACCA
member?

What was your
path to ACCA
membership?

6 November.
The online version of the
wall will be available until
29 November so, if you

62%

The latest
bestseller

72%
No

9%

University

haven’t already done so,
visit 200k.accaglobal.com to
find your own name and add
a comment.
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ACCA members in St Petersburg assemble to
celebrate ACCA’s 200,000 member milestone.

ACCA Caribbean head Shelly-Ann Mohammed with
International Assembly member Vintoria Bernard.

Pat Hayle signs the wall in Jamaica after finding her
name on the 200,000-member list.

The challenge of fitting 200,000 members’ names onto
the wall means a magnifying glass can come in handy.

Sergey Dontsov in Moscow manages to find his
name among the rest of the ‘ACCA family’.

Vera Starodubtseva, head of ACCA Russia, joins in
the fun with members in Moscow.
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Mainstream ESG

AB UK Edition
November/December
2018
Volume 21 Issue 10

ACCA and ShareAction pioneer scaling up human rights
metrics to feed into the EU’s sustainable finance agenda

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

The role of human rights in

Asia editor
Colette Steckel
colette.steckel@accaglobal.com

the EU’s sustainable finance
agenda is indispensable
partly due to a lack of

International editor
Annabella Gabb
annabella.gabb@accaglobal.com

reliable data. This concern

Ireland editor Pat Sweet

was addressed at a

Digital editor Jamie Ambler

and yet currently limited,

conference co-hosted by

Video production manager
Jon Gilmore

ACCA and responsible
investment charity

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

ShareAction, in Brussels,
Belgium, in September.
More than 100 global
experts attended the

Design manager Jackie Dollar

event. They examined the

Designers Bob Cree,
Suhanna Khan, Robert Mills

state of play of human

Production manager Anthony Kay

rights data – including
how corporate activity
influences human rights –
and developed concrete

Paul Tang: ‘It is important to take sustainable finance out of
the green corner and make it mainstream.’

recommendations for
scaling up high-quality

Dutch MEP Paul Tang.

human rights metrics to be

‘Every investor should

head of sustainability, said:

Director of brand and
corporate reputation (interim)
Chris Quick
chris.quick@accaglobal.com

applied to the sustainable

have a duty to take ESG

‘High-quality information

Printing Wyndeham Group

finance agenda.

[environmental, social and

that comes from businesses’

Pictures Getty

governance] factors into

engagement on, and

decision-makers, non-

account. This should apply

evaluation of, human rights

governmental organisations,

to every participant in the

issues is critical for building

investors and financial

financial market and every

better economies and is an

services professionals.

product, not just to products

essential piece of making

with labels.’

finance more sustainable.’

Participants included EU

‘It is important to take
sustainable finance out
of the green corner and
make it mainstream,’ said

Jimmy Greer, ACCA’s

AB

More information
Detail about the event is available at bit.ly/ACCA-sus-fin18

What drives ACCA forward
ACCA has published its seventh annual integrated report (IR), the fourth prepared in accordance
with the international IR framework. It offers readers – especially members, students, learning
providers and employers – an insight into ACCA’s strategic thinking, encompassing its strategy,
governance, performance and prospects. Read it at annualreport.accaglobal.com.
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