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Welcome
Truth and trust are at the heart of the accounting profession, as this month’s issue makes
clear, covering everything from the RBS scandal to what makes for a high-quality audit
News of what allegedly went on behind

manager at Leighton Contractors in

the scenes at Carillion, at Royal Bank of

Australia. More on page 82.

Scotland’s Global Restructuring Group

Despite one or two blots on the

and at US financial institutions Colonial

landscape, competitors at this year’s

Bank and Taylor, Bean & Whitaker

Winter Olympic Games largely

brings to the fore once again the

maintained their integrity, and the

debate about the scope of audit and

event seems to have turned the

how best to meet public expectations.

corner following the doping scandals

So the release of ACCA’s report Tenets

of previous years. Hopefully the

of a quality audit is particularly timely. It

Commonwealth Games, which start

points to a number of mutual tensions

this month, will do its bit to drive

within audit that seem hard to resolve –

scandal out of sport and turn out to

for example, the need to be timely yet

be a winning event, not just for the

thorough, and to remain independent

athletes but also from a business point

yet close to the entity. See page 36

of view for the organisers in the Gold

for more on what makes for a high-

Coast, Australia. We look at the 2018

quality audit. See also our feature on

Commonwealth Games on page 32.

where Carillion fell down in corporate

Finally, we go back to meet Jonathan

governance best practice (page 20), and

Blanchard FCCA, recently appointed

Robert Bruce’s assessment of the RBS

CFO and COO of luxury clothing brand

scandal (page 28).

Reiss. Having last interviewed him when

Integrity, trust and honesty are also key

he was CFO at Evans Cycles, we find out

themes of this year’s World Congress of

about how he is now putting a fashion

Accountants in November. The event will

retailer back on the path to strong

feature two high-profile whistleblowers:

growth and profitability. See page 12.
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The Royal Mint released
a collection of new 10p
coins that portray the A
to Z of what makes Britain
great, from the Angel
of the North, James
Bond and the NHS, to
queuing, tea and the
zebra crossing.

Frances McDormand,
who won the Oscar for
best actress for her role in
Three Billboards Outside
Ebbing, Missouri, used
her acceptance speech
to highlight the need
for more diversity in the
film industry.

Classic cars lead the field
for return on investment
in the ‘collectibles’
market, according to
a study by London
Business School and
Credit Suisse. Since
1900, these vehicles
have enjoyed a 242-fold
increase in returns.

An antiques dealer found
accounts from Richard III’s
rule among a job lot of
1930s royal trinkets and
souvenirs. The medieval
manuscript reveals profits
from the king’s lands and
properties in the Duchy
of Cornwall of around
£500 a year.
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News roundup
This edition’s stories and infographics from across the globe, as well as a look
at the latest developments and issues affecting the finance profession
RBS report published

findings in the report are

are the main and trusted

over the involvement of

The House of Commons

disgraceful. The overarching

source of advice to UK

the profession in standard-

Treasury Committee has

priority at all levels of GRG

SMEs for finance options.

setting undermining public

published the Financial

was not the health and

It’s very important to map

confidence in auditing

Conduct Authority’s

strength of customers, but

out a framework to ensure

standards’. It added: ‘We do

unredacted report on

the generation of income

another GRG or mis-selling

not recognise this depiction

the activities of Royal

for RBS, through made-up

scandal never happens

of the status of international

Bank of Scotland’s Global

fees, high interest rates and

again. It’s also important

auditing standards.’ The

Restructuring Group (GRG).

the acquisition of equity

that those affected

Monitoring Group consists

Committee chair Nicky

and property.’ ACCA issued

receive the appropriate

of public authorities

Morgan MP said: ‘The

a statement saying: ‘SMPs

compensation as soon as

from around the world

possible – particularly as

responsible for monitoring

many have been waiting

the international audit

years for such an outcome.

standard-setting process.

ACCA is also keen for SMEs
to have fair and accessible

FRC ups scrutiny

routes of redress in the

The Financial Reporting

long term. Many SMEs felt

Council (FRC) intends to

in this case that they were

strengthen its monitoring

not being listened to.’ See

and supervision of the

also ‘Show some respect’,

six largest audit firms.

page 28.

Evidence will be collected
in relation to leadership

Audit standards

and governance; values and

The Financial Reporting

behaviours; business models

Council (FRC) has

and financial soundness; risk

expressed strong support

management and control;

for the objectives of

and audit quality, based on

The value of audit has been challenged by leading politicians

reform proposals from

the audit quality inspections.

following the collapse of Carillion. Rachel Reeves, chair of

the Monitoring Group,

Melanie McLaren, executive

the House of Commons Business, Energy and Industrial

consultation on which has

director of audit and

Strategy Select Committee, said: ‘Auditing is a multimillion-

now closed. Reform should

actuarial regulation at the

pound business for the Big Four...These audits appear to be

be extended throughout the

FRC, said: ‘The root cause

a colossal waste of time and money, fit only to provide false

standard-setting framework,

of poor-quality audit is often

assurance to investors, workers and the public.’

suggests the FRC, with the

down to the governance and

Monitoring Group making

leadership of the firm.’

Vince Cable: regulators
have let Big Four
dominate for too long.

Auditors under fire post-Carillion

Liberal Democrat leader Vince Cable called for a new

8

investigation into the audit market. He said: ‘For far too long

reform proposals. In its

regulators have stood back and allowed the Big Four to

response, ACCA disputed

Dancey to head IFAC

dominate.’ ACCA has published its study Tenets of a quality

the impression given by

The International Federation

audit as part of the debate on the future of audit (see page

the group’s consultation

of Accountants (IFAC) has

36). See also ‘The blame game’ on page 64.

‘that auditing standards

appointed Kevin Dancey

are in crisis, with concern

as its next chief executive,
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to take over as CEO from

AI not an SME concern

of the year. He will join IFAC

The majority of the UK’s SMEs are

in May to provide a smooth

largely unconcerned about the

succession. Dancey is a

prospect of artificial intelligence

former president and chief

(AI), with the potential of improved

executive of CPA Canada.

productivity seen as a potential

He has also been PwC

major benefit, according to research

Canada’s senior partner and

published in the Close Brothers

chief executive and Coopers

Business Barometer.

& Lybrand’s national tax

Does the prospect of
artificial intelligence concern you?

13%

senior management in the UK and

currently chairs Finance

Republic of Ireland were asked the

Canada’s departmental

question ‘Do you think better

audit committee. IFAC said

technology leads to more

the appointment followed

productivity?’, over half (51%)

‘an extensive global search’.

believed better technology would

Yes, because
it will take
jobs

36%

No, because I
think it’s still too
far in the future to
worry about

When the 1,000 SME owners and

practice leader. Dancey

Y
es

Fayez Choudhury at the end

22%

Yes, because
it opens up a
number of ethical
issues

29%

Not ready for Brexit

only 25% saying no; the remainder

More than half of MPs

were undecided.

o

N

result in more productivity, with

No, because it is
likely to improve
productivity

do not believe that SMEs
are prepared for Brexit,
according to a survey

industry. Mark Steward,

commissioned by the IoD to

Crypto regulation

conducted for ACCA

the Financial Conduct

investigate the allegations.

Bank of England governor

and the Association of

Authority’s (FCA) executive

Judge responded in her

Mark Carney has called for

Accounting Technicians.

director of enforcement

resignation letter that

the regulation of crypto-

A mere 3% strongly agreed

and market oversight, said:

her language was ‘not of

currencies and other crypto-

with the statement that

‘Flowers failed in his duty

the modern standard’,

assets. He warned that

‘SMEs are well prepared

to lead by example and to

while denying racism

crypto-currencies represent

for the UK’s departure from

meet the high standards

and sexism. The law firm

a risk for investors, saying

the EU in 2019’. Some 88%

of integrity and probity

Addlesham Goddard, which

‘the prices of many crypto-

of MPs agreed that SMEs

demanded by the role.’

is reportedly representing

currencies have exhibited

must increase exports if the

The FCA found that, while

Judge, did not respond to

the classic hallmarks of

UK is to fulfil its potential

chairman, Flowers used his

our request for comment.

bubbles’. He added: ‘The

as a trading nation, with

work mobile phone to make

Stephen Martin, IoD

most fundamental reason

just 1% disagreeing. A

calls to a premium-rate chat

director general, said: ‘This

to be sceptical about

large majority of MPs (69%)

line and used his work email

is a victory for ordinary staff

the longer-term value of

agreed that professional

account to send and receive

members, who had the

crypto-currencies is that

accountants play a vital

sexually explicit messages

courage to risk jeopardising

it is not clear the extent

role in supporting small

and to discuss illegal drugs.

their careers, to speak

to which they will ever

out and make complaints

become effective media
of exchange.’

businesses and helping
them to grow, with only

IoD investigates chair

about the conduct and

1% disagreeing.

Lady Barbara Judge has

language of people in

resigned as chairman of

very senior positions.’

Flowers banned

B Team tax pledge

the Institute of Directors

Judge was born in the US

A global coalition of

The former chair of the

(IoD) after being accused

and in 1980 became the

progressive business

Co-operative Bank, Paul

of making racist and

youngest-ever commissioner

leaders has launched

Flowers, has been banned

sexist comments. Law

at the US Securities and

a set of corporate tax

from the financial services

firm Hill Dickinson was

Exchange Commission.

principles, pledging not
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to engage in aggressive

a partner at Joseph Hage

US$100,000 (£72,000),

goods from outside the

tax avoidance policies.

Aaronson and becomes

compared with 37% globally.

EU. The HMRC Fulfilment

The coalition, which calls

the first former HMRC

itself the ‘B Team’, includes

inspector to take up the

Beware iTunes scam

Scheme (FHDDS) begins in

Unilever, Vodafone and

role. Glyn Fullelove moves

HMRC has written to all major

April. Alison Horner, VAT

Allianz. Winnie Byanyima,

from being vice president

retailers in the UK warning

partner at MHA MacIntyre

executive director of

to the position of deputy

them of a widespread scam,

Hudson, said: ‘Fulfilment

Oxfam International,

president. He is chairman

in which taxpayers are told

houses and any company

responded: ‘All companies

of the CIOT’s technical

to buy iTunes vouchers

providing warehousing

should meet these

committee and is also group

in order to supposedly

and distribution for goods

standards and truly forward-

corporate services director

pay outstanding tax bills.

imported from a non-EU

looking companies should

of Informa. The new vice-

‘The high-profile iTunes

business for sale in the

do even more. The B Team

president is Peter Rayney, an

phone scam is conning

UK need to register for

principles are a welcome

independent tax consultant

vulnerable and elderly

the scheme and ensure

step forward, but there

and former BDO tax partner.

people out of thousands

clients are VAT-registered.

of pounds,’ said HMRC.

Clamping down on the route

is more work to do on

House Due Diligence

tax transparency. Unless

Fraud victims up

Victims are cold-called by

to market for non-compliant

companies are required to

Half of UK organisations

scammers who claim to

overseas businesses will

publish a detailed financial

have been the victim of

be from HMRC and are

deter them from trading

report for every country

fraud or other types of

told to buy Apple’s iTunes

in the UK.’

where they do business,

economic crime in the last

vouchers. The scammer

we simply won’t know if

two years, PwC’s Global

later phones back to find

Digital tax lined up

they are paying their fair

Economic Crime and Fraud

out the redemption code,

A digital tax of between 1%

share of tax.’

Survey has revealed. PwC

which is sold on, or used

and 5% could be charged

found that the UK is more

for the purchase of high-

to companies operating

McCann heads CIOT

vulnerable to high-value

value goods.

online based on where

Ray McCann has been

attacks than the rest of the

named as the new president

world, with over half of

VAT crackdown

under plans drawn up by

of the Chartered Institute

the UK’s crimes resulting

A new VAT regime will tackle

the European Commission.

of Taxation (CIOT). He is

in losses of more than

the online sale of counterfeit

The proposal is similar to

SMEs struggle to pay tax

customers are located,

Winding-up petitions in year-to-date

There has been a 21% jump in attempts

VAT as percentage of
HMRC income

by HMRC to shut businesses down to

4,710

recover unpaid tax, and levels are now
at a five-year high, according to business
finance company Funding Options.
HMRC made 4,710 attempts, according
to the report.

3,485

21%

3,906
16%

As VAT is billed on the amounts
invoiced rather payments received, it
can be harder for small businesses to
pay these bills, as they are currently
suffering from late payments by
bigger customers.
An increasing amount of HMRC’s
revenue is generated through VAT bills.

10

2015

2016

2017

During
recession

2017
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one previously put forward

recommends the High-

by France, with the backing

Level Expert Group on

of Germany, but is likely

Sustainable Finance. The

to be opposed by low-tax

European Commission

smaller countries, including

will finalise its strategy

Ireland and Luxembourg,

on sustainable finance

which would potentially lose

on the basis of these

tax income. The tax would

recommendations. Richard

apply to companies with

Howitt, CEO of the

annual revenues exceeding

International Integrated

€750m, including Google,

Reporting Council,

Facebook, Amazon and

responded: ‘Implementing

Airbnb. Meanwhile, US

these changes will put

Treasury Secretary Steve

Europe on the path towards

Mnuchin has told the House

a real sustainable future for

of Representatives’ Ways

the betterment of our planet,

and Means Committee that

our people and our markets.’

President Trump favours the
collection of sales taxes on

PwC sells arm

internet transactions.

PwC has sold its US public

BBC presenter loses IR35 appeal

sector consulting practice

BBC presenters who have been paid through personal services

The ‘alumni effect’

to private equity firm Veritas

companies face large tax demands, following the ruling of a

Auditors are more

Capital. The sale involves

Leeds tax tribunal. Christa Ackroyd, who was a host of Look

influenced by a client whose

1,500 partners and staff; the

North, a regional BBC programme, is facing a demand for

CFO is an alumnus of their

existing leadership remains

£419,151 after losing her case.

audit firm, an academic

unchanged. The practice’s

study published in the

clients include the

some well-known personalities, are being investigated by

Accounting Horizons journal

Department of Defense, the

HMRC for suspected tax avoidance through the use of

has found. The study reports

Department of State and

personal services companies. The tribunal made clear that

that auditors take a client

Homeland Security. Scott

there was no dishonesty on Ackroyd’s part.

position in 76% of instances

McIntyre, PwC US public

where the CFO is a former

sector leader, said: ‘Under

colleague at their firm, but

Veritas stewardship, we are

by 83%. In the three years to

accounting body Cipfa.

in only 44% of cases where

extremely well positioned

December 2017, the Big Four

There are significant

they were not. This ‘alumni

as a standalone company

firms won 735 government

regional differences, with

effect’ is felt even where the

and excited to capitalise

contracts worth £453m. The

the average band D council

CFO left the firm two years

on the opportunities ahead.’

figures were compiled by

tax in the north east being

Tussell, which analysed UK

£1,799, compared to £1,194

previously – which is twice

About 100 current and former BBC presenters, including

the prohibition period in the

KPMG contracts fall

government contracts to a

in inner London. Police

US and Canada for moving

KPMG suffered a 45% fall in

total value of £220bn.

and crime commissioners,

from auditor to client.

the value of its public sector

who set precepts, have

consulting contracts between

almost all opted for the

Reporting integration

Council taxes rise

2016 and 2017, a period in

Council taxes in England

maximum allowable increase

There should be greater

which its audits of HBOS, the

are set to rise by the highest

of £12, or very close to it, per

integration in corporate

Co-operative Bank and Rolls-

amounts for 14 years.

year, per average band D

reporting, with the

Royce were under scrutiny.

Average increases for the

council tax.

EU directive on non-

PwC benefited, with the

2018/19 year will be 5.1%,

financial reporting placing

value of awards issued to it in

or £81.05, according to

Compiled by Paul Gosling,

more emphasis on this,

the same period increasing

a survey by public sector

journalist
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Tailor-made
After building a career at household-name companies, Jonathan Blanchard FCCA is
fitting nicely into his role as CFO and COO at luxury fashion retailer Reiss

J

luxury fashion the company sells. Only a

2017

out priorities. For instance, he and his

few months into the role he is part of a

CFO and COO, Reiss

colleagues have just completed a new four-

i

onathan Blanchard’s role as CFO and
COO of Reiss seems as perfectly

Challenging assumptions

CV

As it is early days, Blanchard is still on a
learning curve, analysing issues and working

tailored for him as the affordable

year business plan – a big piece of work

new team that is determined to put the
company back on a strong growth path.
Founded in 1971 by David Reiss, who

2016-17

involving the entire senior management

Group CFO, Carluccio’s

team, with Blanchard coordinating

ran the eponymous business until selling it

the process as well as challenging the

in 2016 to private equity investor Warburg

2012-16

assumptions behind the plan, although

Pincus, the fashion retailer has moved

CFO, Evans Cycles (UK)

‘with the CEO, I’m confident the plan is

from a single store selling men’s suits in
Bishopsgate, London, to a global brand.
‘I love retail and I love the brand,’ says

good and assumptions sensible’.

2006-12

Blanchard says that one lesson he has
learnt over his career is that every business

CFO, Radley

Blanchard. ‘Even before I received the call,

needs to develop resilience. ‘In any

Reiss was a large part of my wardrobe.’

2003-06

business, things are going to go wrong,

After two minutes in the room with recently

Group FD, Eagle Rock

and especially in retail,’ he explains. ‘You

appointed CEO Christos Angelides,

Entertainment

can’t allow these setbacks to knock you

Blanchard knew he wanted the role.
An experienced private equity and
turnaround CFO, Blanchard says he

and your confidence.’ And resilience for

1998-2003

Blanchard is personal as well as corporate.

Group FD, Braiform

‘Strong leadership, sound management,

looks for three elements in any role: the
business must excite him, the role must

crack are fundamental to a business.’

challenge him, and the CEO must be right because ‘as CFO/

Before joining Reiss, he went shopping at the flagship store

COO, I expect to work closely with the CEO, having a strong

just off London’s Oxford Street. He says he found the customer

partnership to drive the business forward’.

service at the shop, which abuts a lively head office, was every

His track record is as a commercial finance director who has
always had a broad remit, and his role at Reiss is no exception.

bit as good as the brand’s tailoring.
When he joined the business, he said his first task was to

Functions under his control include finance, property, IT and

listen. ‘You need to listen properly to everyone in the business

logistics, and he has an extensive involvement in areas such

to understand what is going on and what the real issues are.’

as e-commerce. ‘My primary role is to support the business,

Following the listening phase, Blanchard is ready to make

driving performance and helping growth,’ he says.

changes quickly in response to changing circumstances. For

Blanchard has many balls to keep in the air, with demands

example, Reiss has a considerable property portfolio, and

coming in from many different directions simultaneously. For

Blanchard has made some efficiency and cost savings with the

instance, AB saw Blanchard in the week the Beast from the

help of advisers. ‘Those changes were clearly the right thing to

East landed in the UK, so budgeted numbers were inevitably

do; it brings benefit to the company and it breeds confidence

missed; at the same time, Reiss launched its first three

in my team, as I tell them our role is to make the business

concessions in South Korea.

better, and you only make things better by making change.’

So immaculate planning of the diary is tough; perhaps it is

12

good processes and operations that don’t

Empowering his team is important. If they want to drive

no surprise he is an inveterate list-maker, adding to it at any

change, Blanchard says he will fully support them in proposing

point of day or night on his iPad or iPhone. And there an item

innovations in areas where they identify inefficiencies. And he’s

will stay until sorted, even if that takes time.

prepared to take the concomitant risk that if it goes wrong
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‘I love retail and
I love the brand.
Even before
I received the
call, Reiss was
a large part of
my wardrobe’
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Basics

£230m
In 2016 David Reiss sold his majority stake in Reiss to US
private equity firm Warburg Pincus, best known in the UK for
owning discount chain Poundland (it sold its remaining stake
in 2016). The deal valued the luxury clothes chain at £230m;
the founder retains a minority stake and the chairman role.

£159
Sales have been given a major boost by the Duchess
of Cambridge, for whom Reiss is a favoured brand.
Famously, she wore a £159 white Reiss dress for her official
engagement portrait to Prince William in 2010.

£15.2m
At the end of January 2017 annual sales were £164.5m
compared with £145.2m for the previous period. Operating
profit to January 2017 was £15.2m compared with £17.3m for
the year to January 2016. The fall in profit was attributed to
investment in international stores and e-commerce.

25%
A quarter of the business is outside the UK. Blanchard says:
‘Reiss will become a stronger global brand.’

179
At the end of 2017, Reiss had 179 stores in 17 countries.

i

Tips

*

‘Constantly challenge yourself to improve your

then it could – for a while – be worse than before, although he

performance and progress your career.’

adds: ‘I’ve never really had that fear.’

*

‘If your performance isn’t improving, try to change your

performance in what Blanchard calls costs headwinds (a

role at that business. If you can’t do that, think about

challenging mixture of rent, rates and pay increases) as well as

moving elsewhere.’

the ongoing opportunity from digital as more customers shop

*

‘Be demanding of your line manager to be exposed

a physical presence on the high street. ‘It is about how stores

to new areas and build your experience.’

and online interact with one another,’ he says.

*

‘In a turnaround you focus on the key issues

‘Retail isn’t dead, but boring retail is.’ He shies away from

holding the business back and improve them. In

defining the Reiss customer profile too closely: customers

any role you need drive, energy and resilience – but

could be frequent shoppers or buying for a special occasion

in turnaround you need those characteristics in

– a dress for a wedding, for example. Given the price tags,

bucket loads.’

though, they are mostly over-25s.

All retailers will have to change if they want to improve

online. Reiss is wedded to strategic investments in online and

Looking at the issues for the sector, Blanchard declares:

Reiss has always prided itself on its reputation for design –

14
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‘Retail isn’t dead,
but boring retail is’

all done in-house – and Blanchard is aware of the ‘effort and
love’ that has gone into all the fashion the company sells.

they have to turn their advantage into bigger profits.
When Warburg Pincus acquired the chain in 2016, it made
it clear that it was looking for expansion in the UK as well as

Backing trends
In terms of the numbers Blanchard is clear on the three main

internationally, in North America, Asia and Australia.
Blanchard is well aware of the task ahead: ‘While in the last

KPIs for the business (and for all retail): sales, gross margin

couple of years the business has grown, the profits have not.

and EBITDA as a profit measure. ‘Retail analyses its sales

Now we have a new management team in place, and with

every day, spotting trends, seeing what is performing well, and

the brand’s strength we see 2018 and beyond as a period we

then backing those trends by making sure we have the stock

move back into profit growth.’

available.’ Systems are such that Blanchard could have sales
figures hourly, but he says that function is firmly turned off.
He says his satisfaction comes from helping a business to

As Reiss looks to improve performance over the next few
years, it has declared its brand attributes to be ‘modern,
creative, cool, stylish.’ As Blanchard settles into the CFO/

grow and delivering value to shareholders. His experience

COO role he looks set to become the embodiment of

tells him that all employees are energised by the business

that tag line.

AB

performing well. Reiss may have the advantages of a wellestablished brand, but Blanchard and his colleagues know

Peter Williams is an accountant and journalist
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51%

of FTSE 100 CEOs have a
background in finance; 18%
hold an accounting qualification

Source: Global Accounting Network

Executives pay cut

The view from
Sonal Lalji FCCA, budding entrepreneur and alumnus of
ACCA’s Leaders of Tomorrow programme
At school I always enjoyed

ACCA’s Leaders of

number-crunching, but

Tomorrow programme

kept my options open

broadened my network

at university by taking a

while helping me learn

business management

new skills. Building new

degree. I initially joined

connections and skills early

Morley Fund Management,

in my career paid off when

working in equities, before
starting in their finance team processing

I was named in Accountancy
Age’s ‘Top 35 under 35’ list in 2012.

Outsourcing company Serco and house

staff expenses. A colleague encouraged

builder Persimmon are to cut executive

me to study for the ACCA Qualification,

A spell on maternity allowed me to

pay in response to investor anger.

and since then I haven’t looked back.

progress plans to launch my own sidebusiness. Last month I launched Khyva

Serco’s CEO Rupert Soames was paid
£2.2m in 2016; the board has proposed

ACCA has given me a great platform

– a luxury gifting service named after my

cutting this by 20% for 2018. Persimmon

to succeed. It is such a well-rounded

twins Khyal and Eva – in partnership with

was criticised by politicians for agreeing

qualification. The elements around

my husband. We create luxury branded

to pay a £110m bonus to its CEO Jeff

strategy, marketing and HR have come

hampers for all occasions. We take the

Fairburn after the company exceeded

back into play as I prepare to launch my

thinking out of gifting and provide a

its performance targets. But this was

own business.

bespoke service, stocking brands such
as Cath Kidston.

partially the result of assistance given to
first-time buyers by the government. The

I completed my exams while working in

bonus will be cut by £30m.

mergers and acquisitions at UBS, before

Becoming an approved Cath Kidston

deciding to gain experience in industry,

stockist was challenging. The brand

working for British Airways. I missed

really wants to understand how you

William Hill has been fined £6.2m by

the pace of life in financial services, so I

will position its products. I relied on

the Gambling Commission for failures

returned to the City to work at the Royal

the knowledge I had acquired while

relating to problem gambling and

Bank of Scotland as a finance business

studying for the ACCA Qualification as I

anti-money laundering procedures. The

partner, before joining Coutts.

shaped my business model and vision.

William Hill fined £6.2m

company must also appoint external
auditors to review its anti-money

Social media has proved instrumental

laundering policy. Examples of failures

in getting our business off the ground.
We’re part of a wider community of

included a customer being allowed
to place bets of £654,000 without the
source of funds being checked. Another
customer deposited £541,000 because
an operator accepted a verbal assurance
of the customer’s income, when the
funds were in fact stolen from his
employer. William Hill’s failures raised an
estimated profit of £1.2m, which it will
divest as part of the penalty.

ACCA’s Leaders
of Tomorrow
programme
broadened my
network, while
helping me learn
new skills

small entrepreneurs, and I have learned
so much from other mums who have
established online businesses.
Competition is fierce. Since we started
writing our business plan we’ve already
seen half a dozen similar businesses
launch, which have all generated great
publicity and media coverage. It makes
us even more determined to succeed.
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Heavy duty
In the third article in our series on how UK businesses should consider preparing for
Brexit, we look at the possible tax implications for companies trading with the EU
EU member states broadly control their

decision with tax implications that many

too if they are to retain full market

own corporate tax rates, but Britain’s

companies will have to take is whether

access.’ For more detail on setting up

exit from the EU will create a host of

to stay exclusively in the UK or set up a

an EU bridgehead, see page 22 of last

new tax issues for the many companies

foreign subsidiary or branch. While the

month’s Accounting and Business.

that will continue to trade with the bloc.

final outcome of talks is unclear, most

The most crucial early choice will be

experts agree that businesses should

when to do this. Companies that wait

implications for UK companies will vary

plan on a future without any commercial

until after the UK exits the EU could face

widely from company to company, but

‘passport’ to operate across the EU.

an unexpected tax bill. This is because

the issues are sufficiently complicated

Bill Dodwell, the partner leading

As you may expect, the tax

setting up a foreign subsidiary, which

for businesses to need to start planning

Deloitte’s tax policy group in the UK,

will often take over profitable contracts

as soon as possible to avoid problems

says: ‘Setting up an EU subsidiary may

from the UK head office, could involve

or poor outcomes. So what steps do

make sense for companies not just in

effectively transferring a valuable asset.

tax experts recommend? The first

financial services but in other sectors

At present, such a transfer can typically
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be made without triggering a tax liability

major headache,’ says Robin Bailey,

under the EU mergers directive, but

global mobility senior manager at

unaccustomed to dealing with foreign

this will cease to apply when the UK-EU

Mazars. ‘For example, in France the

subsidiaries is transfer pricing – the

divorce comes into effect.

combined social security contributions

set of rules to ensure that companies

of employer and employee reach 50%.’

can’t game the tax system by selling

beyond March 2019 (the end of the two-

Bailey says that such complexities could

goods or services within their group

year negotiating period designated by

cause particular problems for smaller

at a non-market rate. For example, a

Article 50 of the Lisbon Treaty) if the UK

companies, which are not always aware

UK company would not be allowed to

agrees a transitional deal (see also page

of the rules. ‘This is a situation that could

reduce profits at its highly taxed French

62). The UK government and European

easily end up in litigation if staff sent

subsidiary by overcharging for goods

Commission are aware of this potential

abroad feel they have not been fully

or services provided by head office.

problem for importers and are likely to

informed about any increase in their

‘This system can be a challenge for

find solutions for the issue. However,

personal liability,’ he says.

novice companies, and it is one of the

The cut-off point may be delayed

CPD

negotiations are ongoing, so it is still

most common challenges raised by tax

possible that EU importers of UK goods

Mates rates

will face this VAT cash drain. Experts say

UK companies looking to set up an

UK companies shouldn’t bank on any

EU office may not always have the

Tariff terms

particular outcome but be prepared for

luxury of shopping around for the

Even companies that decide never

all. Dodwell advises: ‘Companies that

lowest corporate income tax rate. But

to depart from British shores cannot

are thinking of moving some operations

it is a consideration they should factor

afford to ignore tax. The first possible

to EU nations should aim to do so by the

into their decision-making. The new

implication for UK companies trading

first quarter of 2019 or the final quarter

subsidiary is likely to generate profits

with the EU will be customs duties.

of 2018.’

taxed at a different rate from in the UK.

There is a wide range of potential

Then there is the issue of transferring

authorities,’ says Dodwell.

Corporate income tax is levied at a

outcomes of the Brexit talks on trade

staff. EU regulations ensure that

wide range of rates across the EU, from

– from continued membership of the

companies and individuals have to

30% in Germany to 12.5% in Ireland

single market, or a low/zero-tariff

pay tax contributions only in the home

and Cyprus (by comparison, the UK

trade deal, to no deal. In the last case,

country of the employee, with payments

corporate tax rate is 19%, and the global

the UK would revert to World Trade

made in the nation where the individual

average around 22.5%, not weighted

Organisation (WTO) rules with the EU.

is most likely to retire (and therefore

to GDP). Renata Ardous, director of

This might seem a trivial matter, since

draw benefits). If no UK-EU deal is struck

international tax and transfer pricing

the average tariff on goods entering

on this issue, companies and individuals

at Mazars, says: ‘It makes sense for

the EU is only around 2%. But that is

could end up having to pay employee

companies to do some pretty thorough

misleading, according to Dodwell. ‘The

taxes in two or more countries.‘Social

homework on these different tax

tariff on cars is 10%, and for meat it

security contributions could prove a

systems before settling on a location. It

can range from 30% to 40%,’ he says.

makes sense to seek advice, as effective

‘Effectively the average is useless, so

rates can differ from headline rates.’

companies need to start understanding

A key element in achieving tax

‘The key is not to
be caught off-guard
by any change that
could affect prices’

18

Another complication for companies

this to plan for a worst-case scenario.’

efficiency is to identify the right adviser

Companies can seek advice on this

in the new EU host country. This could

issue from a variety of sources, including

be an unwelcome extra burden for

their logistics providers, which often

smaller enterprises. ‘One of our recent

have arms that assist clients with the

surveys showed that 77% of smaller

bureaucratic aspects of trade. ‘The key

firms rely on specialist advisers when it

is not to be caught off-guard by changes

comes to taxation, and businesses that

that could affect prices,’ Dodwell says.

end up operating in several jurisdictions

Some smaller companies may need

are likely to need even more support,’

to start preparing for a fully domestic

says Sonali Parekh, head of policy at the

future, warns Parekh. ‘A quarter of our

Federation of Small Businesses.

members said they would be genuinely
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deterred from trading with the EU single
market if tariffs were imposed at any

Deal or no deal

level,’ she says. ‘Such companies will

EU states are part of a single market that allows tariff-free trade between members.

also need to start planning now.’

For a post-Brexit trade deal with the EU, the UK’s options are (in ascending order

A related ‘known unknown’ is the

of commercial barriers in the form of tariffs, taxes and quotas): to belong to the

outcome of talks on VAT. For companies

single market, as do Norway and Switzerland; to be part of the customs union, as

importing goods from the US or any

is Turkey; or to strike a free-trade partnership deal, as has Canada. The adoption of

other non-EU member, VAT must

standard World Trade Organisation trading conditions is a no-deal option.

be paid in the month after the items
are received. While the VAT can be
reclaimed the next time the company
submits its tax returns – often quarterly –
this can create a cashflow problem until
the money is returned.
Under EU rules, there is no such
inconvenience, as goods travelling
between member nations do not
trigger VAT obligations. ‘The UK
government is aware of this potential
problem for importers and is likely
to avert it by giving companies more
time to pay,’ says Dodwell. ‘However,

CPD

the UK government cannot control EU
policy, and it is quite possible that EU
importers of UK goods will face this VAT
cash drain.’
The key for UK companies here is
to be prepared and sensitive to this
potential problem for customers in the
EU. Solutions could include deferred

Norway/Switzerland-style deal: single-market membership

*
*

Both deals confer full access to the single market.
However, companies need to prove that exports to the EU meet ‘rules of
origin’ requirements, which can be bureaucratic.

payment, although this would create a
cashﬂow issue for the UK company.
Brexit could trigger a range of tax
challenges for UK companies, especially
those that open EU subsidiaries for the
first time. They will need to navigate two
tax regimes instead of one and have
to stay on top of transfer pricing. Even

Canada-style deal: free trade agreement

*

This treaty between the EU and Canada, which took several years to finalise,

*

It cut tariffs on Canadian forestry and wood products from 10% to 0% and

*

To get the benefits of the agreement, Canadian businesses need to meet

abolished 98% of tariffs.
eliminated tariffs on Canadian fish exports.
‘rules of origin’ requirements.

those companies that merely trade in EU
states should start planning for various

No deal: following WTO rules

scenarios on duties and VAT that could

*
*

The average tariff is low, at around 2%.

*

Duties of 10% are levied on many motor vehicles, although the duty levels of

*

Agricultural products are subject to high import duties, or quotas that restrict

affect their operations.

AB

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

Some goods are free of duty, including many forms of IT equipment, and many
medicines and pharmaceutical products.
many manufactured goods is between 3% and 6%.
the total quantity that can be imported, or allow only a small volume of imports
to pay lower tariff rates.
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Former Carillion CEO Richard
Howson (centre) faces the press
outside Portcullis House, London.

Falling short
The collapse of Carillion is a lesson in how not to do corporate governance, and
companies should see it as an opportunity to reassess their processes, says Steve Giles

20

‘Making tomorrow a better place’ was

five months later, on 15 January, the

thousands of suppliers, sub-contractors

the strap-line chosen by Carillion for

company was forced into compulsory

and creditors whose invoices are

the cover of its last-ever annual report

liquidation, with debts of £1.5bn and

unlikely to be paid; and the many local

and accounts dated 31 December

only £29m cash in the bank.

communities and customers, including

2016. In retrospect, it is hugely ironic.

Carillion was Britain’s second largest

The accounts were unqualified and

construction and outsourcing operation,

the government, who face non-delivery.
Ultimate responsibility for Carillion’s

were signed off on a going-concern

a FTSE 250 company with annual

failure lies with its directors, both

basis on 1 March 2017. Carillion’s

revenues of £4.4bn. The liquidation

individually and collectively.

finances then quickly unravelled: the

has repercussions for all stakeholders:

company issued the first of three profit

the shareholders who have lost their

questions around a central theme:

warnings on 10 July, announcing £845m

investment; the 43,000 employees

where was the board? While the official

of write-downs on four contracts and

whose jobs are threatened; the 28,000

investigations focus on the actions

the resignation of the CEO; the share

pension scheme members whose

of directors, they are also looking at

price plunged 39% as a result; and

retirement income will be reduced; the

possible governance shortfalls in other

The authorities are now asking tough
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areas, including audit and pensions

(FRC). Its likely areas of focus

communication and messaging

regulation.

include: revenue recognition on

to the market remained upbeat

significant contracts; the carrying

right up to the first profit warning.

weakness. Organisations wishing to

value of goodwill (£1.5bn); the

It is hard to detect any hint of the

promote more effective corporate

alternative performance measures

troubles to come from reading the

governance should review these areas,

used; and the going-concern basis

2016 report and accounts. The AGM

as there are some important lessons

of accounting.

was held on 3 May 2017, less than

Challenge and scrutiny.

10 weeks before the profit warning,

Constructive challenge and

without adverse comment.

Carillion’s case shows 10 areas of

to be learned.

*

Board performance

scrutiny of senior managers by

Carillion’s board comprised seven

non-executive directors is a crucial

is investigating the ‘timeliness

directors: an independent chairman,

governance control. Should

and content’ of a series of benign

two executives (the CEO and CFO),

Carillion’s non-executives have

statements Carillion made to the

and four experienced independent

asked more probing questions?

market between 6 December 2016

non-executives. Their conduct is now

There are two key issues.

and 10 July 2017. The directors’

The Financial Conduct Agency

judgment here was probably

First, contract risk management.

the subject of a fast-track investigation
by the Insolvency Service. Here are

Did the non-executives really

to protect the share price, as

four key areas where their performance

understand Carillion’s risk-reward

indicated by increasing dividends

is questionable:

equation – managers pricing bids

each year. One of the acid tests

*

Strategic risk management.

of leadership is how well those at

The board’s inability to manage

the top deal with bad news. The

Carillion’s principal risks is a

Carillion’s case
shows 10 areas
of weakness. Red
flags were not
raised, whether
through negligence,
complacency or
incompetence

significant failure. Principal
risks are those that threaten an
entity’s business model, future
performance, solvency or liquidity.
Carillion had high debts and traded
on low margins. Despite juggling
its obligations to suppliers, the
company ran out of cash.
Given this, the viability statement
in the 2016 report and accounts

Carillion board failed.

Audit performance
Audit is a vital component of corporate
governance. The absence of audit red
flags over Carillion threatens trust in the
process. The FRC has responded quickly
by announcing its investigation into the
work of KPMG, Carillion’s auditor since
1999. From a governance standpoint,
there are three areas of concern.

looks complacent: based on

First there is the audit report. With

‘reasonably probable and more

hindsight, KPMG’s clean bill of health

extreme downside scenarios’, the

aggressively low to win contracts

for Carillion in 2016 is surprising. Its

directors reasonably expect the

and then struggling with project

unqualified audit report is now under

company to ‘continue in operation

delivery and late payment?

scrutiny by the FRC. The investigation

and meet its liabilities as they fall

*

Second, the published accounts:

into KPMG’s role in Carillion’s collapse

due over the three-year period’. The

what questions did the non-

covers three aspects of its audit:

board may have carried out scenario

accountants on the board (including
the CEO) ask to satisfy themselves

*

the going concern basis of

analysis but was the stress-testing of
cashflows rigorous enough?

that the accounts gave a true and
fair view? Ignorance is no defence.

addition to the FD, two of the

There are many training options

*
*

revenue recognition

Annual report and accounts. In

KPMG says that Carillion was audited

former non-executives of Carillion

available today, such as Cranfield’s

‘appropriately and responsibly’.

are qualified accountants. Their

executive development courses and

conduct in preparing the financial

the Institute of Directors’ chartered

independence and competition. MPs

statements is under investigation

director programme.

are asking questions about KPMG’s

Handling bad news. The board’s

independence. KPMG audited Carillion

by the Financial Reporting Council

*

accounting
accounting for pensions.

Then there is the issue of audit
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for 19 years; it has received over £20m

in accordance with the directors’

in fees since 2008; there was no tender

remuneration policy, agreed by

for the external audit service; and

shareholders. A more worrying aspect

two of the last three FDs of Carillion

is the decision by the board in 2016 to

are KPMG alumni. So, how close

amend its rules and relax the clawback

was KPMG to Carillion and was the

provisions for directors’ bonuses.

relationship too cosy? Also, there are

Whatever the reason, in retrospect this

concerns at the extent of the work

decision appears to be inappropriate.
Then there was the failure to deliver.

done for Carillion by the Big Four firms,
who have collected a total of £71.6m

The speed of Carillion’s collapse is

in fees since 2008. There is likely to

notable. The board was not prepared

be another review of anti-competitive

for its January 2018 debt rescheduling
package being rejected by its bankers.

practices.
Finally, internal audit. Carillion
outsourced its internal audit function
to Deloitte in 2009 and has paid

Carillion was Britain’s second
largest construction and
outsourcing operation.

that Carillion was too big to fail) or overoptimism, there was no contingency
plan. It suggests a lack of urgency

£12m in total fees since then. The
audit committee was ‘satisfied’ with

The directors resisted calls by the

and follow-through in the board’s

internal audit effectiveness in 2016. Did

trustees to raise funding contributions

decision-making.

Carillion receive value for money? This

from the company in 2013 (and earlier

depends on the remit, but it seems

years), citing constraints in cashflows

for raising cash in an emergency,

unlikely if the internal auditors were

connected with its business model.

from a rights issue or a debt/equity

preoccupied with traditional risk and

In contrast, they recommended

swap to selling assets or recruiting

controls testing. (Deloitte declined to

increased dividends – hence much of

a turnaround specialist. The board

comment.)

the criticism. However, the trustees

was working on rescue plans – it paid

There is a step-change taking place

informed the regulator of the disputes.

KPMG £150,000 to prepare for a rights

in internal auditing, involving directing

The regulator has powers to intervene

issue that never happened – but it

the work towards helping the board

(for example, to insist the company

was unable to transform those plans

and senior managers protect their

redirects its cashflows to repay the

into actions to save the company.

organisation’s assets, reputation and

deficit more quickly), but it did

Ultimately, the Carillion board failed

sustainability. For example, internal

nothing, only starting its investigation

to deliver.

audit should include modelling and

after Carillion’s liquidation. From a

managing capital and liquidity risk.

governance perspective, this looks like

warning because change is coming

This might have been very valuable

an example of ineffective regulation.

to corporate governance in the UK.

There are tried-and-tested methods

The Carillion debacle is a timely

First, the government has announced

to Carillion.

Board behaviour

a ‘world-beating package’ of reform

Pensions regulation

The board sets the tone – the culture

that it hopes will improve the public’s

One of the most sensitive issues in the

and values that determine the

trust in business. Second, the FRC is

Carillion collapse is pensioner rights,

environment in place at all levels of an

consulting on substantial changes to

with a focus on how the directors

organisation. The decision-making and

the UK corporate governance code.

discharged obligations surrounding

judgments of the Carillion board are

The revised code is expected in

the company’s 13 final-salary pension

under investigation and are vulnerable

early summer and will apply to listed

schemes. The 2016 accounts record a

to criticism in two areas.

companies from 1 January 2019. These

net retirement benefit liability of £587m.

First, executive remuneration:

MPs and The Pensions Regulator are

Carillion’s two executive directors

investigating the circumstances.

received over £2.5m in remuneration

proposed changes will be reviewed
next month.

AB

between them in 2016, including

Steve Giles is a consultant, lecturer

pensions deficit was based on scheme

bonuses totalling £385,000. These

and author specialising in governance,

rules and actuarial recommendations.

payments are substantial but are

risk and compliance

Carillion’s plan to address the

22

Whether through arrogance (thinking
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The skills shield
As IT hackers become more sophisticated and regulation increases, the need for cyber
knowledge is on the rise. Time to upskill the existing workforce, says Martin Ewings
Major corporate names including

24

In 2017 alone, there were 7.5 million

cost in lost productivity from last year’s

Equifax, Uber, Verizon and Wonga

‘denial-of- service’ attacks, with a 20%

WannaCry ransomware attack alone was

have suffered high-profile security

increase in organisations reporting

estimated to be around £3bn.

breaches in recent years, hitting

multi-vectored attacks (an upgraded

the brand as well as the headlines.

version of this type of attack). And the

pace with the cybersecurity arms race,

Cyber defence and the protection

stakes are high. According to the Center

as attacks become more diverse and

of customer and business-critical

for Strategic and International Studies,

advanced. At the same time, there

data have risen to the top of the

annual losses from cybercrime globally

are increasing chinks in the business

boardroom agenda as a result.

are estimated to top £291bn, while the

armour. Technologies such as big data,

Businesses are struggling to keep
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the internet of things (IoT), artificial

organisations are looking for fewer IT

both compliant and secure, while still

intelligence and robotics are disrupting

staff, they are willing to pay a premium

being able to harness the power of their

firms faster than ever; and while they

for the specialists.

data. IT security staff who have long

all present their own opportunities for

The most popular skills that

been focused on technology alone must

innovation, they also leave organisations

businesses are currently looking

now consider the wider business and

more vulnerable to cyberattacks.

for are penetration testing, security

help in these efforts.

Take IoT, for example. The number

architecture and operations, and

Companies are prioritising security

of connected devices is predicted to

biometrics. But there is also demand

contractors to plug the short-term

grow to over 20 billion by 2020. Each

for security teams to have high-end

gap in security compliance. But while

one that is linked to a business provides

qualifications in areas such as security

this may be an effective immediate

a new window for a cyber criminal to

information and ‘event’ management,

solution, organisations must not forget

climb through. Last year, a casino was

identity access management and

the longer-term view. Maintaining

hacked through its connected fish tank.

security software ArcSight, as well as a

compliance with GDPR is not a one-off,

Meanwhile, employees are increasingly

Certified Information Systems Security

and businesses must ensure that they

demanding to bring their personal

Professional qualification.

have the necessary security resources in

connected devices into the workplace,
and concerns continue to rise over the

The same research report also showed
that, despite the decline in permanent

place to remain compliant in future.
Businesses are also looking to

potential IoT-related vulnerabilities that

use contractors to upskill the wider

cryptocurrencies could pose.

workforce in IT security. People are

This all means that organisations face

the weakest link in any organisation’s

the challenge of securing vast amounts
of data moving across their network
while under siege from the increasingly
sophisticated cyber attacks. The only
way to combat this is to build up an
effective shield of security skills and
support technology across the business.

Skillsets in demand
The industry is facing an escalating

security chain – if cyber criminals can get

The internet of
things leaves
organisations
vulnerable. Last
year, a casino was
hacked through its
connected fish tank

through to untrained employees, they
are much more likely to be successful.
Despite the threat of sophisticated
technology-based attacks, just over half
of businesses (52%) believe they are
most at risk from within.
Employers are focusing on upskilling
the entire workforce with cyber skills,
to complement their recruitment of
specialists. Using expert contractors to

digital skills crisis, and IT security is

train the employee base and make sure

a major part of that – by 2021, there
will be three million unfilled jobs in

IT security roles, there was a 24% year-

staff are aware of their accountability will

cybersecurity worldwide. Businesses

on-year rise in demand for IT security

help strengthen the business’s defence

have to keep pace with the wave of

contractors over the same period.

against cyber attack.

emerging new technologies at the

There are two reasons for this:

The government estimates that

same time as preparing for ever-more

regulation and the upskilling of the

digital skills will be needed for 90% of

prevalent cyber threats.

wider workforce. The General Data

jobs in 20 years’ time, and security is

Protection Regulation (GDPR) is a

fast becoming a crucial part of that.

businesses’ defences, new research

top priority for businesses, given its

Business leaders are rapidly sitting

reveals that demand for permanent

impending introduction on 25 May.

up and taking notice of the need to

IT-security staff has dropped 10% in

UK employers must ensure they

blend a permanent IT security team

the past year. However, salaries for

have the right talent in place now, as

that manages complex and long-term

these positions rose by 4% during

failure to comply could leave them

security with expert contractors who

the same period. The average salary

facing significant fines. Under GDPR,

ensure regulatory compliance and

for a cybersecurity role in the UK is

organisations must improve processes

engage the wider workforce.

now £60,004, compared to £53,240

for reporting data breaches and justify

and £46,154 for mobile and web

how they collect and store data. They

Martin Ewings is director of specialist

development respectively. So, while

are faced with the challenge of staying

markets for consultancy Experis

Despite the need to bolster
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Do the right thing
However difficult the client or tempting the explanation, charity auditors need to apply
the rules properly and report any doubt rather than suppress it, says Peter Williams
Charity auditors should make sure they

professional behaviour. Even if that

have the Charity Commission’s email

means upsetting client relationships,

address saved in their contacts. The

auditors need to develop a culture

call from the commission – backed up

where their first instinct is to report.

by the Financial Reporting Council –

While the regulator concedes that there

for the auditors of charity accounts to

are some grey areas, auditors need to

report ‘matters of material significance’

think hard before giving an organisation

(see page 56 of last month’s AB) is a

the benefit of the doubt.
Although their work by and large

stark and unambiguous warning.
Auditors need to be bang up to date

goes unregarded and unappreciated

in their knowledge and understanding

by society, charities do immense good.

of the sector’s legal and regulatory

Auditors can ensure the sector’s huge

framework and should be crystal clear

contribution stays on track by delivering

about what they need to be telling the

nothing but the highest professional

regulator. Yes, this does amount to more

and ethical standards.

responsibility and whistleblowing, and

It may be that the rules have become

the profession may moan that it is being

more onerous and nobody asked nicely.

leant on because of the regulator’s lack

But auditors in this sector must deal

of resources. But after charity auditors

with a new reality. The revised regime is

have finished complaining, they will

still in its infancy, and auditors and their

still need to up their reporting game.

clients should be given a little leeway for

When the commission went through the

settling in. But from now on, even the

records for the six months to October

most difficult of clients needs to accept

2017, it found that only 28 of the 117

that if the regulations say report, then

modified audit reports that should have

that is what auditors have to do.

been reported to it actually had been –

What could be a negative should be

that 24% compliance rate is simply not

turned by the profession into a positive.

good enough.

Charity auditors have a window of

The commission research came on

opportunity to prove they can work with

the back of reaction to the failure of
the high-profile charity Kids Company
in 2015, but the study’s relevance was
put into sharp focus by the subsequent
exposure of sex exploitation scandals in
aid agencies.
The cliché reminds us that it is never
the crime, always the cover-up. With the
harsh spotlight of public opprobrium
falling on a scandal-hit sector, auditors
need to understand quickly that they
cannot be seen to be complicit in
anything that falls short of the best

26

regulators and charity managers in the

It is never the
crime, always
the cover-up, and
auditors cannot be
seen as complicit
in anything short
of best professional
practice

interest of charities’ beneficiaries. By
embracing the reporting of all matters
of material significance, auditors get a
chance to break free from a dreary and
unfair stereotype that characterises their
work as busy but useless. But if they
ignore the regulator’s call and continue
to fall short, they can expect little
sympathy or charity.
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Peter Williams is an accountant
and journalist
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Collective concern
Finance professionals have a key role to play in ensuring that the public sector
is fit for purpose in the digital age, says ACCA president Leo Lee
I was pleased to hear that more than
300 delegates from all over the world
gathered in Singapore for ACCA’s
eighth annual International Public
Sector Conference last month.
It is a challenging feat to bring
together an international gathering
of public sector representatives: after
all, the sector is as diverse as it is
complex and faces a litany of issues and
circumstances unique to each country.
But each year, ACCA’s International
Public Sector Conference thinks about
more than just the issues of today facing
each country’s public sector; it’s about
the forces that are shaping all sectors in
the coming years, and the ways in which
ACCA-qualified finance professionals
can develop the skills and mindset to
face them.
This year’s conference focused on
future-proofing the public sector in an
increasingly digital age. How the sector
plans for and responds to change is,
of course, of great importance to the
sector itself – but is even more so for
its citizens. Around the world, finance

Digital Economy Corporation. It really is

have further coverage of the event in

professionals in the public sector are

fantastic that ACCA’s global network can

the next edition.

being called upon to understand the key

bring together such diverse experiences

forces shaping the future and how these

to share our knowledge and insights.

could affect their organisations and

The conference also covered a

Thank you to all who planned,
executed and spoke at this conference.
Our members in the public sector

countries, and also to provide support

range of other topical issues, including

are on the front line when it comes to

and influence financial decisions that will

talent strategies for the public sector

developing and growing economies,

ensure public funds are deployed and

and the improved transparency and

and I am proud to see so many who are

spent cost-effectively and efficiently –

accountability that result from adopting

willing to share their knowledge across

both now and into the future.

international standards.

borders and organisations.

In exploring this topic, the conference

AB

A recorded webinar of this year’s

speakers drew on case studies and

International Public Sector Conference

Leo Lee FCCA is retired, but

best practice examples – from Estonia’s

will be made available on the CPD

formerly held various roles at the

cutting-edge approach to becoming

resource finder later this year, so I do

Securities and Futures Commission of

the world’s most advanced digital

encourage you to access that if you

Hong Kong and is past president of

society to the work of the Malaysia

were unable to attend. AB will also

ACCA Hong Kong
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Show some respect
The RBS Global Restructuring Group scandal illustrates perfectly how businesses need
to have confidence in their accountants as partners and advisers, says Robert Bruce
Sporting metaphors

Quite a few years ago an old friend

Hear Robert Bruce’s podcast about
trust and transparency in sport as in
business, at accaglobal.com/ab.

took what the rest of us came to refer
to as a brave entrepreneurial step. He
decided to restore an elderly Ferrari
and, on the security of his house, and
the Ferrari, borrowed the money from

one regional office in 2009/10. And it

his bank. The inevitable happened. The

details, as the report says: ‘a day-to-

work took longer than expected. Debt

day management focus on “how to

repayments far outpaced the car. It was

get the customer to agree chunky fees

the bank that got to the chequered

and upsides and thank you for it”’.

flag first. But these things happen.

Under one of the ‘Tips’ it says: ‘Rope:

What didn’t need to happen was

Sometimes you need to let customers

what happened next. The bank steadily

hang themselves. You have then gained

took the lot: house, car and everything

their trust and they know what’s coming

else. My friend acknowledged that

when they fail to deliver’.

everything had gone wrong. And he
eventually picked himself up and went

Deal-making culture

on to bigger and better things. What

As the FCA report says, the document

still lives with him was the nastiness of

graphically illustrated ‘a culture of

the bank’s behaviour and its refusal to

deal-making...which focused upon the

explain why everything had to vanish

financial interests of GRG and placed

into its asset pile. It was a long and

little weight on the stated turnaround

unpleasant episode.

objective..and less still on the fair

Memories of his experiences came

treatment of customers’. This is at the

back when reading the recent report

heart of the importance of this report.

from the Financial Conduct Authority

nature. They often feel they are ignored

the department of the Royal Bank

or treated badly by the people they

of Scotland that dealt with them, its

ought to be able to trust. They are

Global Restructuring Group (GRG).

made to feel unimportant. They are

It shows quite how far arrogant and
grandiose bankers can stray from the
simple task of helping people who,
reading between the lines, they feel
are too small and insignificant to be
worth their help, understanding or just
decent behaviour.
It is worth starting the report in
an annex several hundred pages in.
This reproduces the infamous ‘Just
Hit Budget!’ document that was,
says the report, circulated in at least

28

SMEs are vulnerable by their very

(FCA) on the treatment of SMEs by

What SMEs need
they rarely receive,
particularly from
the banks that
are in command
of their financial
lifeline. It shouldn’t
be this way

made to feel that they are too small
to merit proper advice, help and care.
In short, what they need they rarely
receive, particularly from the banks
that are in command of their financial
lifeline. It shouldn’t be this way.
The report does show that the bank
knew this. The problem was that the
culture didn’t allow it. A 2010 procedures
and guidance manual said: ‘Typically, we
are dealing with customers who are in
distressed circumstances, therefore it is
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RBS CEO Ross McEwan
announces the bank’s
biggest annual loss in 2013.

The heart of the failures at RBS
The Financial Conduct Authority’s report details the problems, cultural and
regulatory, at the Global Restructuring Group within RBS. This is how the report

even more important that we deal with

sums it up: ‘GRG enjoyed an unusual independence of action for a customer-

our customers fairly and sensitively, as

facing unit of a major bank. It saw the delivery of its own narrow commercial

our aim to return such businesses back

objectives as paramount: objectives that focused on the income GRG could

to the mainstream bank’. Those are fine,

generate from the charges it levied on distressed customers. In pursuing these

uplifting sentiments. But the culture

objectives, GRG failed to take adequate account of the interests of the customers

that was contemptuous of SMEs was

it handled and, indeed, of its own stated objective to support the turnaround of

always going to win. As the report says:

potentially viable customers.’

‘these good intentions were not widely
carried out’.
As the details of this sad report spell
out, SMEs generally are too often
ignored. As a result of what the report

of bargaining power between the less

SMEs is that they are all different.

sophisticated SMEs and the banks’.

As the report concludes, it is only the

In short, SMEs need a better

recognition of that difference that

has shown, the FCA is now undertaking

deal all round. They need to partner

will mean they are treated fairly in

a review of how it approaches the SME

more with their accountants as

the future.

problem. In particular, it makes the

advisers. They need to feel that

point that this report ‘highlights the

they can trust advice, advisers and

Robert Bruce is an accountancy

diversity of SMEs and the inequality

financial partnerships. The joy of

commentator and journalist

AB

April 2018 Accounting and Business

UK_COM_Bruce.indd 29

29
13/03/2018 15:21

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

Does the imminent move to

Reporting Lab’s December 2017 report,

filing in XHTML mean the end of

Digital future of corporate reporting.

the PDF?
Who comes up with these
acronyms? Seriously, a dog let

loose on a set of Scrabble tiles would
come up with something more engaging.
Filing in XHTML (Extensible Hypertext
Markup Language) is a big deal and
all to do with the deliberations of
the European Securities and Markets

There’ll also be further coverage of this
topic in next month’s AB.

Q
A

In the latest video in our series on
investment professionals, John Kattar
explains how investors value shares.
Go to bit.ly/AB-Kattar4

What do you think of the new
no-frills annual reports that are

creeping into the FTSE?

tailored approach to communication.
Others may decide that their

I love to see experimentation

shareholders are primarily professional

in corporate reporting. We are

investors who want a straightforward,

great at moaning about the complexity,

business-like report. Both these

Authority (ESMA) over the European

relevance and weight of annual reports,

approaches have merit.

single electronic format. From 1 January

but typically we file doing something

But there is a danger: transparency-shy

2020, a vast swathe of issuers in Europe

companies might use no-frills reporting

will have to file their annual reports in

as an excuse to get away with badly

XHTML – basically a combination of
HTML and XBRL (Extensible Business
Reporting Language).
This new requirement is already
starting to raise a bunch of questions in
reporting circles. How do boards sign
off on HTML reports? What does this
mean for audit? Or design? Some are
also asking whether the move means
the death knell for the much loved PDF.
It’ll be interesting to see the different

Transparencyshy companies
might use nofrills reporting as
an excuse to get
away with barebones compliance
documents

reporting strategies that emerge. Will

structured, bare-bones compliance
documents, and nothing more.

Q
A

Who would you say is the world’s
most famous accountant?
I guess the traditional answers
would be Luca Pacioli, the ‘father

of accounting’, or Josiah Wedgwood,
who rather improbably managed to
excel both as a potter and the creator of
management accounting.
But in terms of universal recognition,

companies put all their efforts into

neither really makes the grade. So

XHTML filing and make it the focus

about it in the ‘too difficult’ basket.

of their efforts to communicate with

The no-frills companies are the

investors? Or will they choose to file

exceptions. They are pioneers who

more of a compliance document,

have the courage to question the old

providing further detail to their

mantra of the glossier the better. That

(those who dropped out to pursue less

stakeholders through different media?

alone deserves a medal. But does their

glamorous careers), then top of the list

The second approach might even

no-nonsense approach work? That

must be Mick Jagger, with Robert Plant

generate a whole new way of thinking

depends in part on what the company is

and Eddie Izzard close runners-up.

about corporate communication. Social

trying to achieve.

media is already widely used, but maybe

I can see a number of potentially

perhaps accountant-turned-writer
John Grisham, or accountant-turnedcomedian Bob Newhart.
If I include wannabe accountants

Perhaps it is time to run a
competition. Who among today’s

we’ll see more videos or even the odd

winning no-frills strategies. For example,

accounting community deserves

virtual-reality plant tour. Who knows?

some may see the annual report as a

recognition? Nominations, please!

To learn more about XHTML, a
good place to start is the Financial

30

What’s it worth?

AB

compliance document that forms just
one piece of a rich and increasingly

Alison Thomas is a consultant
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A matter of standards
Users of accounts are currently well served by EU-endorsed international financial
reporting standards, says Jane Fuller, but what happens in a post-Brexit world?
UK-based users of accounts are an

demanded it, although the bar should

internationally minded bunch. They

be high for any gold-plating.
What are the risks to this approach?

invest across borders, comparing
companies on a sectoral basis. Even

One is that the resurrection of national

if they stick to the FTSE 100 index of

power over standard-setting will invite

UK-listed companies, these tend to

political or corporate lobbying for

be multinational.

deviations from IFRS. The insurance

Inevitably, there is nervousness over

industry is flexing this muscle over IFRS

what financial reporting standards

17. It has seen continental parties attract

will apply post-Brexit – at present,

the International Accounting Standards

UK-listed companies follow IFRS as

Board’s (IASB) attention by threatening

adopted by the EU. The Department for

not to endorse it; a separate UK process

Business, Energy & Industrial Strategy is

could equip it with the same lever.

conducting an informal consultation on

It is worth remembering that the UK

the future arrangement.

already has influence over IFRS. Its

Many users of accounts are well served

long tradition of accounting expertise

by IFRS Standards, which facilitate cross-

means it is well placed to have a British

border comparisons of companies. The

presence on the IASB – as part of the

UK, as a capital markets hub, has an

wider European (not EU) cohort, to have

interest in making it easy for companies

a strong voice in the International Forum

from wherever to list their securities

of Accounting Standard Setters – and

and raise funds. Standardised financial

to collaborate with the IASB in research

reporting oils these wheels.

and technical developments.

The ideal position is for the UK to

An argument sadly overlooked in the

adopt IFRS unadulterated. Assuming

Brexit debate is the extent to which

the ‘take back control’ political mantra

the UK influences standards applied on

rules out direct standard-setting by a

every continent for financial reporting,

supra-national body, how best to achieve

auditing and bank capital requirements.

the same end via UK institutions? As

The EU is a ‘taker’ of these standards.

it happens, the Financial Reporting
Council (FRC) has delegated powers
under the Companies Act 2006 to set UK
standards for private companies.
The simplest solution would be for
the FRC to endorse IFRS for publicly
accountable companies, which would
be achieved by the government
extending the FRC’s powers to be
the body prescribed to endorse new
and amended IFRS. This would not
preclude the UK adding some disclosure
requirements, if enough investors

I suspect the real source of sensitivity

The resurrection of
national power over
standard-setting
would encourage
political or
corporate lobbying
for deviations
from IFRS

is that if the UK does not mimic the EU in
requiring parliamentary endorsement, it
will become a ‘non-equivalence’ stick to
beat the country with. But it is not worth
sacrificing the most logical solution to
political forces that are impossible to
predict or control.

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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Commonwealth gains
The organisers of the 2018 Commonwealth Games on Australia’s Gold Coast are
making the sums add up for this month’s festival of elite athletics

Commonwealth Games, which get under way this

U

time, on budget,’ Tom Tate, Gold Coast’s mayor, said at the

month, arrive in the Gold Coast (Australia’s sixth

beginning of the year. ‘They are all completed.’

largest city) on time and on budget. After completing

The Queensland state government put A$1.5bn (US$1.2bn)

its final checks on preparations for the 21st games, the

into delivering the event. While this easily outstrips the £543m

Commonwealth Games Federation has declared it is ‘humbly

(US$751m) cost of hosting the 2014 games in Scotland, it’s a

confident’ the event will be a success.

snip compared with the US$4.1bn cost of the 2010 event held

nusually for a large sporting tournament, the 2018

Planning for the Gold Coast Games has consistently been
further advanced than the 2014 host Glasgow was at the same

32

‘I can assure everyone we are games-ready, we are on

in Delhi – the most expensive Commonwealth Games ever.
The entire project has been overseen by the not-for-profit

stages – mainly because the ‘transfer of knowledge’ from

organisation the Gold Coast 2018 Commonwealth Games

Glasgow to the Gold Coast has allowed the Australians to

Corporation (Goldoc). To deliver the games, Goldoc will

build on the experiences of the previous event. As a result, the

employ more than 1,500 paid staff, 15,000 volunteers and

City of Gold Coast council knew months ago that its venues

45,000 contractors. It believes the games will generate A$2bn

would be finished and ready, ahead of the opening ceremony.

(US$1.55bn) in economic benefits. The estimated budgeted
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Australian basketball champion Patty Mills poses with a
surfboard – the Gold Coast is famed for surfing, although
it’s not a games sport – and local performers.
value of the procurement programme alone resulted in the
award of A$550m (US$425m) worth of significant contracts.

Keeping score at the Gold Coast
The 2018 Commonwealth Games in numbers.

*

Procurement of the security and security infrastructure

70: Teams represented (some Commonwealth
members have dependent territories that compete
under their own flag, as do the four UK nations)

includes contracts for four prime suppliers to deliver 4,200
security guards. Another A$34m (US$26m) will be spent on the
deployment of the armed forces to provide rapid-response

*

6,600: Number of athletes and team officials

*

5: Number of times that Australia has staged the

expected at the event

squads, bomb detectors, offshore patrols and surveillance.
Substantial procurement contracts have also been awarded
for broadcast lighting, temporary seating, temporary power

games – previously, Sydney (1938), Perth (1962),

and event staging. A further A$657m (US$509m) was awarded

Brisbane (1982) and Melbourne (2006) – more than

in construction contracts for the venues and the Games

any other nation

Village, with around 90% of that figure going to businesses in
south-east Queensland. Under a deal with the Queensland
government and the Commonwealth Games authorities, the

*

23: Number of sports in the games

*

1954: Year of the ‘Miracle Mile’ when England’s

city council agreed to renovate or construct the buildings and
sporting grounds to Commonwealth Games standards.
A major factor in keeping costs down has been to use
temporary rather than permanent facilities; 80% of the
council’s games venues were already in place before the
games construction programme began. Inserting temporary
facilities has been part of the plan to reduce the risk of
building ‘white elephants’ or having to replace stadiums in
future because they are the wrong shape or hold too many
seats – a problem Sydney is currently facing with the round
stadium it purpose-built for the 2000 Olympic Games. After
the Commonwealth Games, the temporary facilities will be
stripped out and venues returned to community use.

Roger Bannister and Australia’s John Landy both
finished within four minutes in a mile race (pictured

Athletics events in the 2018 Commonwealth Games will be
held at Carrara Stadium, an Australian rules football venue
equipped with a temporary stand for 15,000 spectators.

above) in the Vancouver Games

*

1974: Year when Tanzania’s Filbert Bayi took middledistance running into a new era, with a world-record
time of 3min 32.16sec. New Zealand’s John Walker
broke the old world record too in the same race in
Christchurch, but still lost. To many it remains the
greatest 1,500m race ever

*

1,500: Approximate number of medals up for grabs,
to be evenly distributed between men and women –
the first time ever for a major multisport games

*

690,000: Visitors expected to Gold Coast venues

*

1.5 billion: Predicted cumulative TV audience.
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Each Gold Coast council venue has had to pass an economic
viability test, with future use high on the list of criteria. The

The Commonwealth

venues also had to demonstrate a way to earn money after the

*
*

2018 games.
Only three venues have been built from scratch. The Gold
Coast Sport and Leisure Centre was completed in April 2017
at a cost of A$105.3m (US$81.6m). Like the A$40m (US$31m)
Coomera Indoor Sports Centre, the venue for gymnastics
and netball, it will be handed over to community use after the

*
*

according to the council’s website. It opened in August
2016 and its facilities and function rooms are available for

2019, and the World Bowls Championships in 2020.
There is little chance of white elephants, Tate says. ‘We have

13 are in the Americas: Antigua and Barbuda, Bahamas,
Barbados, Belize, Canada, Dominica, Grenada, Guyana,

*

Seven are in Asia: Bangladesh, Brunei, India, Malaysia,

*

19 are in Africa: Botswana, Cameroon, Gambia, Ghana,

Pakistan, Singapore, Sri Lanka
Kenya, Lesotho, Malawi, Mauritius, Mozambique, Namibia,
Nigeria, Rwanda, Seychelles, Sierra Leone, South Africa,

After its A$4.95m (US$3.84m) renovation, the Broadbeach
Championships. It will host the Asia Pacific Championships in

Three are European nations: Cyprus, Malta, UK

Grenadines, Trinidad and Tobago

community hire, creating a new council revenue stream.
Bowls Club has already hosted the World Youth

Nauru, New Zealand, Papua New Guinea, Samoa,

Jamaica, St Lucia, St Kitts and Nevis, St Vincent and the

Built in an area that lacked sporting facilities, Coomera is
Coast into a significant elite and community sports precinct’,

11 are Pacific nations: Australia, Fiji, Kiribati,
Solomon Islands, Tonga, Tuvalu, Vanuatu

games. The third venue is a new velodrome track at Brisbane.
the ‘centrepiece for the transformation of the northern Gold

53 countries are currently members

Swaziland, Uganda, Tanzania, Zambia

*
*
*

The total population is 2.3 billion
It makes up 20% of the world’s land mass
15 Commonwealth governments other than the UK have
Queen Elizabeth II as their head of state

800 events booked for the 12 months post-games; we have
major projects happening.’
But sport was not the only future use considered by the

Studio 9, which hosts the squash competition, was built

council when it was assessing future economic benefits of

as a working sound studio for independent entertainment

games venues. The Games Village will become housing for

company Village Roadshow. Four other existing sound stages

hospital and university staff.

have been fitted with temporary courts for the table tennis and
boxing tournaments in the games.

Closing ceremony of the 2014 Commonwealth Games
at Hampden Park in Glasgow, after 5,000 athletes had
competed in 18 sports for a total of 261 gold medals.

Film studios make great games venues as they can be
transformed easily and already have equipment installed for
cameras and sound. ‘It is the first time a sound stage has been
used for the games,’ says Lynne Benzie, president of Village
Roadshow Australia. ‘It is a fantastic opportunity.’ She says
the construction of Studio 9 gives the Gold Coast the biggest
footprint of any film studio in the southern hemisphere – a
massive selling point for future business projects. The cost was
shared between Village Roadshow and the Commonwealth
Games, and Benzie believes the studio could bring billions of
dollars to the Gold Coast.
But it hasn’t all been smooth sailing. There has been criticism
over the cost of the games, and logistical concerns, such
as traffic congestion between the Gold Coast and Brisbane
(nearly 50 miles north of it), as well as in the Gold Coast itself.
But sponsors have backed the event, with 16 official
supporters signed up (including KPMG, Aggreko and Cisco),
plus seven official partners (such as Longines, Atos and Optus),
all on board for a bonanza of elite sport.

AB

Alex Miller, journalist
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Aligning with UN goals
The United Nations’ Sustainable Development Goals should be central to business’
interests and yet companies’ reporting on this is still falling short, finds a PwC study

Missing the goal

Shooting at the same goal?

All members of the United Nations (UN) have pledged

The report, which covers 470 companies in 17 UN

to support its 17 Sustainable Development Goals

member countries, found that those companies

(SDGs). Corporate reporting has a huge role to play in

that are prioritising SDGs are reporting what they

benchmarking this work, but many companies are failing

think are most relevant and not necessarily what

to map their activities to the goals, according to PwC.

citizens consider important.

37%

selected
priority
SDGs

38%

made no
mention of
the SDGs

38%

37%

made no
mention of
the SDGs

selected
priority
SDGs

74%

of citizens said that they are more likely to
use the goods or services of organisations
that are engaging with the SDGs

In fact, there seems to be quite a disconnection

25%

25%

mentioned
the SDGs

mentioned
the SDGs

62%

of companies mentioned
the SDGs in their reporting

63%

aren’t offering any meaningful
level of engagement with the goals

between what business is seeking to prioritise and
what the research tells us citizens are viewing as most
important to them.
17 Sustainable Development Goals (SDGs)
1

No poverty

2

Zero hunger

3

Good health and wellbeing

4

Quality education

The survey found companies have better quality reporting

5

Gender equality

on indicators that are more mature, predating the SDGs.

6

Clean water and sanitation

Rather than thinking holistically about their priorities in terms

7

Affordable and clean energy

of SDGs, companies may in fact just be re-badging existing

8

Decent work and economic growth

priorities to match them to SDGs. On climate change, for

9

Industry, innovation and infrastructure

example, companies already have reporting requirements in

10

Reduced inequality

place to measure greenhouse gas (GHG) emissions.

11

Sustainable cities and communities

12

Responsible consumption and production

13

Climate action

14

Life below water

15

Life on land

16

Peace, justice and strong institutions

17

Partnerships to achieve the goals

Taking the easy wins

Top three indicators

GHG emissions
reduction

Representation of women in
management postions

Energy
efficiency

Most popular
citizen problems

More information
Read PwC’s report SDG Reporting Challenge 2017 at
bit.ly/PwC-SDG-reporting
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Top qualities
The features of a high-quality audit sometimes exist
in mutual tension. So an open and honest debate is
needed about how audit quality can be maximised

business failure. Yet when businesses do collapse, or

S

independent throughout the assignment, quality is absent.

when directors fail to meet corporate governance

Equally quality is missing if the auditor can’t demonstrate

standards, auditors’ shortcomings are usually thought to be

appropriate closeness to the client and the business. An

part of the problem.

auditor with experience of the business and the sector that

ub-standard auditing should not be synonymous with

Many of us understand that if auditors don’t remain

Proving auditors have performed quality work can be

they have developed over several years will support the risk

difficult when, with the benefit of hindsight, company failure

assessment work. And it is this experience, according to the

appeared inevitable and predictable, and in retrospect the

report, that will allow the independent auditor to precisely

actions of those managing the company look foolish or wrong.

challenge management on the most contentious areas. A

Whether an audit is high-risk or routine, auditors can help

challenge without knowledge is a long shot that is easily

themselves – and if the worst does happen, so can those

deflected. Yet terms such as ‘familiarity’ and ‘long association’

assessing their performance – by ensuring each audit rests on

summon up images of cosy collusion, letting management off

six pairs of tenets that underpin quality.

rather than conferring advantage of insight.

According to a recent report by ACCA, Tenets of a quality

36

audit, the latest in its ‘Tenets of…’ series, auditors need to

Standardisation and autonomy

be thorough to ensure that all key risks are examined and

Experience contributes to another key tenet outlined in the

all issues addressed before they complete their report.

report: autonomy. A quality audit will never be an unthinking

However, they also need to be timely, as regulation,

tick-list procedure. Autonomy allows the auditor to focus

investors and other users only see the report as relevant if

on their own perceptions of the key risks, so they can see

it is contemporary. Obtaining adequate audit evidence will

where more work needs to be done. However, audit quality

always be subject to pressure to complete the job on time.

can’t be achieved unless there is standardisation; one of the

At the same time, overauditing compromises quality just as

most trenchant criticisms of audit is a lack of comparability

much as a file containing inadequate work.

with audit work across borders and a lack of consistency
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over time. At a basic level, auditors need to heed auditing
standards while at the same time continuing to exercise the

Tenets of audit quality

judgment to go above and beyond specific procedures set

*
*
*
*
*
*

out in standards.
It is relatively easy for regulators to assess whether
standardised procedures have been followed, so prescription
could increase as a regulatory culture prevails, one that
auditors could rely on to prove the quality of their work.
However, any professional knows that it may not be possible

Thoroughness and timeliness
Independence and closeness
Standardisation and autonomy
Delivering a holistic opinion and responding to fraud
Backward-looking and forward-looking approach
Transparency and confidentiality

to define a set of procedures that will be adequate on all
occasions. Even while standards develop, autonomy needs to

achieve audit quality, auditors are required to test historical

be encouraged for quality to be enhanced.

transactions as they are represented in the company’s ledgers.
At the same time, investors are demanding more forward-

Multi-dimensional understanding

looking information from companies’ financial statements, and

All audit work aims to express an opinion on whether the

auditors are increasingly expected to look at this. This seems

financial statements provide a true and fair view. The report

set to become a more important part of audit quality.

emphasises that auditors are delivering a holistic opinion

As a result, auditors need to consider information such

when undertaking quality work. This allows them to obtain a

as going concern and testing assets carried at fair value, in

proper and multi-dimensional understanding of the company’s

order to provide sufficient audit quality. While the auditor can

business model and strategy, as well as an appreciation of its

gain evidence about historical transactions, forward-looking

industry and economic context.

information is not susceptible to the same type of testing.

Part of this holistic responsibility is responding to actual

Instead the auditor must examine evidence about the process

or suspected fraud, as this could

by which forward-looking information

lead to financial misstatement

has been prepared, comparing the

undermining the true and fair view.
The public view that auditors are
responsible and have the ability to
detect fraud remains undiminished
– indeed it could be argued that it
is increasing.
To perform quality work in this
context, says the report, auditors
need to adopt a risk-based
approach, ensuring that they spend
their time focused on the areas of
highest risk. This contributes to

assumptions made by management

Terms such as
‘familiarity’ and
‘long association’
summon up images
of cosy collusion,
letting management
off rather than
conferring advantage
of insight

with evidence from present-day data
points and historical trends.
The report points out that these
pairs of tenets will continue to
butt up against one another; for
instance thoroughness will always
jockey with timeliness, while staying
independent can seem to contradict
the need to be close to, and
knowledgeable about, a business.
Enhancing audit quality will depend
on not only the business community

their ability to deliver an opinion

and the profession but also society

that encompasses all of the financial
statements, including those areas where most work and
judgment is required.
Of all the areas of audit quality, fraud detection is the

as a whole understanding those tensions.
The report concludes that while evidence suggests
that audit quality has improved – and continues to do

one where technology is having the biggest and most

so – concerns remain, both about the pace of change and

rapid impact. To respond appropriately to suspected fraud,

audits that fall below quality thresholds. Initiatives to drive

auditors need to use detailed testing and substantive

better audit quality and maintain an ongoing quality debate

procedures. Greater use of data analytics may allow them to

with stakeholders remain important. Equally important

do this more effectively.

is the need for auditors to ensure quality remains at the

Another tenet of audit quality outlined in the report is

forefront at all times.

AB

that there has to be a balance between backward and forwardlooking informati. Transaction testing is backward-looking; to

Peter Williams, journalist
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Unlocking the secrets
An ACCA study backs up the welcome given by many investors to the new world of
transparency, detail and disclosure delivered by the extended audit report

A

t a time when investors, regulators, even preparers

standard from the International Auditing and Assurance

and auditors, complain that financial reports have

Standards Board (IAASB) was finalised in 2015, with an effective

become too long, it seems ironic that auditors

date of 15 December 2016. It was part of a suite of revised

are now required to provided much longer, more detailed

standards covering auditor opinions, going concern and other

reports. Since December 2016, and in the case of the UK

matters, feeding into the revised ISA 700 standard, Forming an

some time before this, auditors who are governed by

Opinion and Reporting on Financial Statements.

International Standards on Auditing (ISAs) have had to

introduced similar requirements in 2013, it was seen as very

move has marked a shift away from the binary, two-page

much in the vanguard of the new reporting model, providing

audit report to one that provides unprecedented levels of

early adopter lessons for other jurisdictions. The US introduced

transparency of the work carried out by the auditor.

its own form of revised auditing standard in stages, applicable

The new-look audit reports, which now cover several pages,

in stages from December 2017, which brought in the concept

focus on key audit matters (KAMs) – areas judged by the

of critical audit matters (CAMs), as opposed to the IAASB’s

auditors to be of most significance and therefore worthy of

KAMs. Despite subtle variations, the approaches of both the

greater investigation and explanation. It has been a quiet

IAASB and the Public Company Accounting Oversight Board

revolution, but an important one around the world, with the

are intended to result in the communication of matters in the

level of detail welcomed by investors, who for many years have

auditor’s report that are likely to be of interest to investors and

been calling for the lid to be lifted on the black box of auditing.

other readers of the report.

The move was enshrined in ISA 701, Communicating Key
Audit Matters in the Independent Auditor’s Report. This

38

Because the UK’s Financial Reporting Council (FRC) had

produce extended audit reports for their listed clients. The

The FRC has periodically reviewed the implementation
of what it called the extended audit report. In its second

Accounting and Business April 2018

GL_I_AuditorsReport.indd 38

08/03/2018 14:25

report, published in 2016, the UK regulator supported the
trend towards more detailed but still concise descriptions of

KAM count

risk, the more transparent and accessible reporting of audit

The chart below includes companies registered in the UK by

findings, and the disclosure of materiality.

virtue of a Johannesburg stock exchange listing. Countries
with fewer than five KAM audit reports have been excluded.

New world of transparency
But the FRC’s approach related only to UK listed companies.
ACCA has therefore taken on a wider, global review of ISA 701
one year after implementation to assess the success or
otherwise of the new world of detail and transparency. In Key
audit matters: unlocking the secrets of audit, ACCA reports
that auditors around the world have risen to the challenge
of providing more useful information for investors. It also
finds that KAMs generate additional benefits to the financial
reporting process, leading to better governance, higher audit
quality and improved financial reporting.
The ACCA report quotes an auditor from Cyprus: ‘Auditors
are not trying to hide anything, and the fact that KAMs are now

UK
Zimbabwe
UAE
Kenya
South Africa
Brazil
Oman
Romania
Cyprus
Nigeria
0

disclosed in audit reports makes more transparent the matters

0.5

1.0

1.5

2.0

2.5

3.0

3.5

3.0

4.5

Number of KAMs per company

they had in mind in prior years as well.’ However, the report
also finds a fear that some information could be buried within

Warning for the future

these longer reports.
During its review process, ACCA held roundtable

There is one interesting observation in ACCA’s review that

discussions in Greece, Cyprus, Romania, Abu Dhabi and

could provide a warning for the future: a consistently high

Oman. Participants acknowledged the new reports gave more

number of KAMs reported by auditors of listed companies in

information, but were sceptical that it was presented in a

the UK compared with other countries. The average number,

useful way. One audit committee member said: ‘We perceived

at 4.1, was significantly greater than in other countries, which

the new audit report as an additional long report included

were mostly in the range of two to three per company.

within other long reports, and no

The UK was the first country

one can read them all.’
And an audit partner said: ‘We
end up having a report of four to
seven pages that is carefully drafted
from a legal point of view. With the
opinion paragraph first, the rest will
be ignored by many unless someone
wants to understand what happened
and reads each section.’
The roundtable comments also
reveal a fear that the KAMs language
might be complex. Because financial
reporting can be complex, and

to adopt KAMs, but in the first
year many auditors disclosed

‘Active, sensible
regulation is
important to ensure
that auditors do
not retreat into
the perceived
safety of formulaic
or boilerplate
disclosures’

all of their significant risks as
KAMs, including the ‘deemed’
significant risks of fraud in revenue
recognition and management
override of controls. The FRC has
subsequently discouraged auditors
from doing this.
The ACCA report says: ‘This
would seem to underscore the
importance of active, sensible
regulation to ensure that good

KAMs focus on the most complex

practice is encouraged and that

judgments in the audit process,

auditors do not retreat into the

the language used to describe KAMs may be difficult to

perceived safety of formulaic or boilerplate disclosures.

understand, particularly for less sophisticated users. However,

Auditors should be given a clear message by regulators that

ACCA’s review of audit reports does not identify this concern

it is better to disclose more than to disclose less.’

AB

in practice. The plain language used, which was easy to
understand, suggests that auditors can overcome this fear.

Philip Smith, journalist
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A fine balance
Achieving strategic goals without
considering the risks is a gamble. But
how good are boards when it comes to
looking at the upsides of risk?

C

orporate governance frameworks around the world
typically have a strong focus on risk management,
with the board of directors playing an important

role in overseeing business risk. The challenge is to ensure
that boards perform their risk management activities
effectively and in a balanced manner: they need to help their
organisations mitigate any downside risks, while taking the
maximum advantage of opportunities that fit in with the core
objectives of the business.
Regulation and compliance are signifcant key drivers for
board-level involvement in risk management. However,
some organisations are increasingly aware of the
strategic benefits that effective risk management can confer in
helping them exploit business opportunities and so exceed
their stated objectives.
This was one of the key findings of a recent ACCA research
project into current
board practice
in relation to risk
management. The
research, led by a
group of academics
from the universities
of Plymouth,
Nottingham
and Glasgow
Caledonian, draws

Some organisations
are increasingly
aware of the
strategic benefits
that effective risk
management can
confer in helping
exploit business
opportunities

on interviews with
executive and nonexecutive directors,
focus groups with
risk management
professionals, and input
from other experts.
As the report, Risk
and the strategic role
of leadership, explains,
the discussions boards
have about strategy and
risk management vary

40
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considerably. These discussions lie along a spectrum, with
many boards nearer to one end than the other.
Boards applying a ‘principled’ approach are likely to
make more connections between strategy and risk, as they
approach both in a holistic manner. But they often do so in
an implicit and unstructured way, resulting in inconsistent

What boards should ask themselves

*

How often does the board review and enhance its risk

*

Does the board consider, from the outset, the risk

management activities?
implications of different strategic options (ie, as a key

decision-making and a greater focus on the exploitation

component of strategy creation)? How are these options

of upside opportunities without proper consideration of

and their associated risks presented to the board?

downside outcomes.
Boards at the other end of the spectrum apply a more

*

Where does the board lie on the ‘principled’ to
‘prescriptive’ spectrum? What are the strengths and

‘prescriptive’ approach. For them, risk management activities

weaknesses associated with the board’s position, and does

are much more formalised and consistent. But organisations

it need to consider becoming either more principled or

and boards that follow this approach often view risk as a

more prescriptive?

static concept because they often rely on past data and tend
to focus on downside outcomes. These outcomes may be

*

How does the board review the diversity of risk
intelligence, skills, knowledge, experience, education and

better controlled because risk management activity is more

training (‘Riskeet’) across its membership? How does it

structured, but this approach can also make it harder to exploit

address any gaps?

opportunities.

*

How often does the board consider its composition and
Riskeet? Does it review composition and Riskeet when

Impediments and assets

changes or proposed changes to the strategic direction of

When seeking to manage risks, boards still find it hard to

the organisation are being considered?

understand and address the softer factors, such as culture
and risk appetite. ACCA’s research findings suggest they

*

often lack clear information on these issues and have difficulty
connecting them to their organisation’s performance. Lengthy
risk reports and insufficient time allocated to risk management

developing a safe-zone atmosphere so that board members

*

members to ask ‘dumb’ questions, challenging the status quo

Are board members – and non-executives in particular
– encouraged to get out into the organisation and to
understand its people and culture?

*

feel free to discuss risk issues in an open and constructive
way. Positive moves here could include encouraging board

the discussion of risk management issues? Are board
members encouraged to challenge the status quo?

at board meetings also challenge many boards.
However, higher-quality board discussion can be enabled by

Does the board create a safe-zone atmosphere for

Do non-executives act as critical friends to the executive
and wider senior management team, helping them to
exploit opportunities and avoid losses?

*

How much time does the board devote to risk
management at meetings? Are opportunities to discuss

by playing devil’s advocate, asking executives to leave the

risk management also provided outside the formal

room for an ‘in-camera’ session, or considering extreme risk

board meetings?

events and control failures. Discussing risk management issues
away from formal board meetings, perhaps during awaydays,

*

How effective are the board’s subcommittees in enabling
the board to focus on strategic risk management issues?

can also be a valuable practice.
Non-executive directors are great assets when it comes
to risk management. Their role does face challenges, in that

executives or encourage the more cautious to take on

non-executives walk a delicate line between participation

a greater level of risk.

(in the sense of ensuring that tasks are performed) and

ACCA’s research project also found that a high level

oversight (providing assurance that tasks have been

of diversity in boards’ risk intelligence, skills, knowledge,

performed within agreed parameters). Non-executives also

experience, education and training helps to develop a

need to have a good understanding of the organisations

collective consciousness that enables the board to identify

they are involved with so that they can participate effectively

changes in risk exposures and respond appropriately. Taking

in strategic decision-making. However, the nature of their role

stock of diversity at board level is therefore good for an

should enable them to step back and apply the experience

organisation’s risk management effectiveness.

AB

they have gained in other organisations. In this way they
can act as a ‘critical friend’ to help restrain overconfident

Sarah Perrin, journalist
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The next level
The adoption of integrated reporting is bringing about integrated thinking as it
becomes embedded into companies’ strategic planning processes
The integrated reporting (IR) approach of encouraging

IR Business Network, a forum for organisations committed

organisations to explain how they create value over the

to adopting the IR framework. For the second year running,

short, medium and long term is helping them to operate in a

ACCA has worked with the IIRC to review a sample of

more joined-up way. It strengthens the connections between

corporate reports produced by network participants. They

different departments and gives management teams a

found these companies have made ‘striking’ progress over

clearer understanding of their particular value-creation

the past year. Data quality has improved, for example, and

process. There is strong evidence of external benefits

organisations are applying performance measures in a more

too, particularly improved engagement with stakeholders,

consistent way, providing better bases for comparison with

including providers of financial capital.

other entities.

Implementing integrated reporting has its challenges,

Integrated reporters still face areas of difficulty, however,

though. Adopters struggle with some of the concepts

with some new challenges identified this year. For example,

and requirements of the IR framework developed by the

some participants in the IR Business Network struggle to link

International Integrated Reporting Council (IIRC). Some of

their strategy to the way they use and manage their resources

these challenges, along with suggestions for overcoming them

(known as ‘capitals’ under the IR framework). Materiality also

and examples of good practice, are identified in the ACCA

causes headaches. For example, organisations don’t always

report Insights into integrated reporting 2.0: walking the talk.

explain their materiality determination process well, and it

The report draws on the experiences of participants in the

is not always clear that their reporting focuses on matters
that substantively affect the organisation’s ability to create

The road to good

value in the short, medium and long term. Reporting on an
organisation’s ‘outlook’ – the challenges and uncertainties that

To fully benefit from integrated reporting and thinking,

could affect delivery of the strategy and future performance

members of the management team could use the following

– could also be tricky, as boards worry about sensitive

questions to start a wider conversation about their

information and managing stakeholder expectations.

organisational culture, objectives and processes.
What does value mean for me and my organisation?

Fundamental change

What differentiates my organisation?

What is clear is that adopting integrated reporting has a real

What is my organisation’s mission?

impact on organisations. Interviewee Russ Houlden, CFO of

Where does my organisation want to go (its vision)?

United Utilities, believes the major change that integrated

Who are the key stakeholders we rely on to deliver on

reporting can bring to organisations is around integrated

our mission and vision?

thinking. ‘That fundamentally changes the way we operate

What key resources do we need to deliver on our

the business,’ he says. ‘In terms of the reporting, it gives all

mission and vision?

our stakeholders a little bit more of a broad understanding, so

*

How do we put our mission and vision into action?

they can then engage with us on their specific topics. It gives

What is our strategy?

them a broader feeling of the sort of responsible company

*

What changes can I see coming in one, five, 10 and

we are and the way that we try to give the best service to

20 years’ time that could affect our strategy? What do

customers by operating in a more integrated way.’

*
*
*
*
*
*

we need to do differently to respond to those changes?

*
*

42

Yen-pei Chen, ACCA subject matter expert in integrated

How will I know whether my organisation is

reporting, says: ‘It’s notable that integrated thinking is seen

delivering on its mission and vision? How will our key

as an important aspect of integrated reporting. In some

stakeholders know?

organisations, integrated thinking develops internally before

How can I talk to the board about these questions?

integrated reporting is adopted. In others it is encouraged
and supported by the integrated reporting process. There’s no

Accounting and Business April 2018

GL_I_IR.indd 42

08/03/2018 12:12

right or wrong way.’
Chen is also encouraged by
how integrated reporting is
becoming embedded
in some companies’
strategic planning
processes. For

‘Integrated thinking
fundamentally
changes the way
we operate our
business’

example, life
insurance, pension
and asset management
company Aegon has
brought forward the timing
of its materiality assessment
– an important aspect of
internal reporting – so
its outcomes can
inform its other
internal processes.
Previously, the
company did
its materiality
assessment towards the
end of the year, and reflected the outcomes in
that year’s report, but there was too little time
to formulate strategic or operational responses
to the issues identified.
Aegon has now changed the cycle, performing
the materiality assessment at the end of the prior
year. ‘We then use that as an input for our strategy
cycle, which kicks off in January,’ says Marc van
Weede, global head of strategy and sustainability
at Aegon. ‘Then we have a whole year in which we
go through our strategy planning and action planning
and responses. So by the end of 2018, we will have a much
better story about how we responded to those issues.’
The outcome of the materiality assessment now provides
‘a core input’ into Aegon’s strategic risk assessments, which
are becoming a standard element in the strategy review
process at group and business unit level. Van Weede sees this
as a ‘more integrated approach’. He also believes conducting
these strategic risk assessments in the right way should help
with risk reporting.

AB

Sarah Perrin, journalist
More information
ACCA has redesigned the Professional level of its
qualification, introducing a Strategic Business Reporting
module. See bit.ly/ACCA-SBR
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Stress factor
To get what you want out of your career, it’s crucial to manage your manager’s
perception of your workload, says our talent doctor Rob Yeung
To what extent do you feel hampered
by stress at work? Researchers have
typically found quite a poor correlation
between objective workplace factors

Managing your workload
Watch Dr Rob Yeung’s video on how
to manage your workload and get
promoted at bit.ly/Y-workload

and the extent to which people
report feeling stress. Circumstances

is-debilitating mindset were more likely

clients, unsupportive colleagues and

to spot burnout and offer support to

long hours do cause stress in some

overloaded employees. However, these

employees. However, other workers

managers were less likely to recommend

may cope well, or even find the same

overworked employees for promotion.

conditions stimulating.

CPD

In contrast, managers with a stress-

such as tough deadlines, difficult

One implication of this research is

New studies on a concept known as

that you should not assume that your

stress mindset suggest that your career

line manager will be able to see when

may be affected less by the amount

you are significantly under pressure and

of stress that you face than the extent

feeling stressed. How you feel about

to which your line manager sees that

your workload may correspond quite

stress as either harmful or beneficial.

poorly with how your line manager

Scientists led by Alia Crum at Yale

thinks you may be feeling.

University have found that some people
have a stress-is-debilitating mindset, in

Communicate your needs

which they believe that stress impairs

In practical terms, be sure to

their and other people’s performance,

communicate clearly and frequently

productivity and health. In contrast,

what you want from your work. If you

individuals with a stress-is-enhancing

are feeling overwhelmed but your line

mindset are more likely to feel that

manager happens to have a stress-

stress may stimulate performance,

is-enhancing mindset, then he or she

productivity and wellbeing too.

could easily overlook your distress. On

Your line manager’s beliefs about

If you are feeling
overloaded over
the course of a
tough few weeks
or months, then
consider asking for
more support

44

the other hand, if you have a higher-

the benefits or harmfulness of a

than-average workload but still want

heavy workload may have important

more, then a line manager with a

consequences for your career. A 2018

stress-is-debilitating mindset could be

study led by management researcher

withholding further opportunities in the

Nili Ben-Avi at Tel Aviv University found

mistaken belief that you already have

that managers with a stress-is-enhancing

too much to cope with. It is only by

mindset were less able to identify the

providing updates on a regular basis

symptoms of burnout; they were also

that you can ensure that your manager

less likely to offer support to employees

adopts the mindset that is most

who were experiencing high workloads.

beneficial to your needs.

However, such managers were also

Of course, nearly everybody would

more likely to see their employees as

like to be promoted in the future. But

ready for promotion.

the question you should be asking
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yourself regularly is: what do you need

Dr Rob’s talent clinic

at this precise moment in time?

Q

If you are feeling overloaded over
the course of a tough few weeks or
months, then consider asking for

performance has been positive

mind that your line manager will

overall. However, I was told that my

perceive you more favourably if

leadership style tends to be somewhat driving. As a

you have a plan and can show that

result, I have been advised to create a more collegial

you are still to some extent in
manager, take time away from the
office – perhaps one evening or over

managerial role nearly a

year ago. The feedback on my

more support. However, bear in

control. Before approaching your

I moved into a more senior

atmosphere that inspires and motivates people instead.

A

How should I do this?

A substantial body of psychological research suggests that
employees tend to feel most satisfied and motivated when at least

a weekend – to review all of your tasks

three conditions are met. They need to feel a sense of relatedness – that they are

and projects. Which are the critical ones

socially close to not only their colleagues, but also to you, their manager. Secondly,

that add the most value to your team?

employees are more engaged when they have more autonomy and choice in how

Which other pieces of work could you

they go about their work. Finally, employees are more motivated when they feel that

potentially delay, downgrade or hand

they are developing their skills and mastering appropriately challenging problems.

off to colleagues?
On the other hand, when your

A good start to improving these conditions would be to spend time one-on-one
with the members of your team finding out about their career ambitions, needs
and current frustrations. What would they like to be doing in five years’ time? What

take the initiative to change your line

projects would they ideally like to work on? What do they feel gets in the way of

manager’s mindset by asking for further

them doing a better job? How could you as a manager be more flexible so that they

assignments and projects. Don’t assume

can enjoy their work more?

that your manager will automatically

Of course, you must explain that you cannot offer them everything that they ask

spot that you are ready. However, do

for. You must also make it clear that the business has ongoing requirements and that

not simply ask for more work – as more

certain parts of their jobs are non-negotiable. However, if the members of your team

work does not always equate to work

feel that you are listening to them and genuinely trying to meet at least some of

that will develop your skills and enhance

their individual needs, you will go a long way towards creating a more positive and

your career prospects. Be strategic.

motivating atmosphere within your team.

Consider the criteria that are likely to
make you promotable and look for

Tips for the top

specific projects that will allow you to

I recently read a quote on social media from a director of a small business who

develop the broader skills that will help

wrote that ‘career goals are for fools’ – that a better strategy is to have no direction,

you to achieve that next leap up the

but to be responsive to whatever opportunities arise. However, decades of solid

career ladder.

research show that individuals who set goals – in their academic studies, careers or

AB

CPD

workload becomes more manageable,

personal lives – are significantly more likely to achieve results than those who do not.
Dr Rob Yeung is an organisational

After all, without a goal and direction, how can anyone know what

psychologist at leadership consulting

action to start taking?

firm Talentspace: talentspace.co.uk
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

An element of flexibility is important, of course. But
if you have no goals, you will probably make little
progress. In contrast, the people around you who are
vigorously pursuing qualifications, seeking the right
sorts of assignments and projects, and networking,
will be grabbing the best opportunities.
So what are your goals for the next year or six
months – and what steps will you take now to start
moving towards them?
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From static
to dynamic
How can you turn conventional, static
planning into truly dynamic, competitive
strategy? Tony Grundy looks at some
companies that have achieved this

Strategic planning was born in the

became more sophisticated, it still

1960s and 1970s when the rate of

tended to look at the future through

change and levels of uncertainty in

the extrapolation of past trends.

competitive markets were low. At

46

With each passing decade, the

this stage the external emphasis

external business environment has

was on macro factors, in particular

become increasingly less stable and

‘PEST’: political, economic, social and

more prone to shifts and volatility.

technological. While planning later

As a result, planning processes that
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previously seemed workable now

say anything about how these variables

of managers, and an even higher

appear too rigid and are insufficient to

might be interdependent; this type of

proportion of finance people, don’t see

guide strategic decision-making.

traditional strategic planning is mainly

that as their role. To jolt senior people

static and not dynamic.

out of this creative slumber requires

Also, in the early days, plans
were seen as all-encompassing,

In order to make planning dynamic,

special measures. One way to go about

comprehensive pictures of what was

management should draw up the

it is to imagine that you are an alien

intended. As a result, these plans often

variables, such as competitive edge,

who has just landed on Earth. Using

dissipated strategic action, spreading

over time, as a curve.

this mindset has led to a number of
strategic breakthroughs.

resources and attention too widely.
But the Japanese seemed to think

Prepaid funeral

differently, through their notion of

One example of strategic breakthrough

Breakthrough greats

hoshin or ‘breakthrough’ planning, in

is the prepaid funeral. While this has

One example of a recent, successful

which attention was focused on a very

been commonplace in the US for 30

breakthrough strategy is Metro Bank,

small number of areas.

years, five years ago it was embryonic

which launched in the UK just after

in the UK. I then encouraged a large

the credit crunch. It was a classic

funeral company to explore it as a

disruptor, not so much competing with

Companies practising the
breakthrough philosophy often profited.
For example, in the late 1990s, UK

new technology, but offering superior

supermarket chain Tesco had successful

service backed by a retail mindset.

breakthrough strategies with new store

Not only does the bank have many

formats (out-of-town Tesco Extra, Tesco

features that contribute to its particular

Metro on the high street and Tesco
Express in inner cities), non-food lines
and tesco.com. It was a very tightly
explored the future through scenario
storytelling. These strategies became
the cornerstone of Tesco’s success
from 2000 to 2010. These, like others
elsewhere, had a strong element of
external analysis and more emphasis

competitive mix, but these operate as
a system, where the whole is greater
than the sum of its parts. Each feature
contributes to at least one other in its
architecture of competitive advantage.
While competitors might try to emulate
one or two of these elements, the
task of imitating all of them seems
out of reach.
However, businesses such as

on non-linear and dynamic change.

Metro cannot afford to rest on their

Sometimes the aim was to go beyond

laurels. With dynamic competitive

just picking up obviously fast and

breakthrough opportunity – to visualise

strategy, once you’ve found the secret

disruptive change. Rather, it looked for

what was possible. By 2017 it had had

formula, it’s not sufficient simply to

‘weak signals’ such as emerging forms

significant success with the new model,

defend it. The dynamic continue to

of competition that, although small and

but others in the industry soon followed

be just that. When the Roman Empire

not immediately threatening, might

it. My funeral services client now had

became satisfied with itself, the only

come back to bite them.

to master a new, competitive game to

movement was backwards. You can

stay ahead.

never afford to fall asleep at the

Anyone who has picked up a strategy
book will tell you that on every eighth

So, within dynamic competitive

strategic wheel.

AB

page there is typically a two-by-two

strategy you also need to embrace

or three-by-three matrix depicting

game theory, recognising that to win

Dr Tony Grundy is author of Dynamic

variables. Such matrices enable you to

you can’t just make your own move but

Competitive Strategy – Turning

position two or more areas (businesses,

need to anticipate the moves of others,

Strategy Upside Down, Routledge

markets, etc) and compare these

some of whom may not even be playing

different positions. Although this is

the game yet.

useful, what they don’t normally tell you

Dynamic competitive strategy

about is movement, direction and the

also needs to be highly inventive

rate of change in a market. Nor do they

and creative. But a high proportion

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

April 2018 Accounting and Business

GL_M_GrundyCPD.indd 47

CPD

targeted plan, in which the team

You need
to embrace
game theory,
recognising you
can’t just make
your own move
but anticipate the
moves of others
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The power of ‘we’
To create a friction-free relationship, you need to think about how to build an empathy
bridge to transform ‘us and them’ into ‘we’. Harry Mills explains how
When we meet someone for the first

Within minutes of meeting an adversary,

time, the first question we consciously

Mandela could build trust, disarm and

or subconsciously ask ourselves is, can

ultimately convince them to voluntarily

I trust them? John Bargh, an expert

surrender their power.
An empathy bridge consists of six

on the unconscious mind, writes in
his book Before You Know It: The

types of behaviour, forming the acronym

unconscious reasons we do what

‘Soften’:

we do: ‘Trust is the basis of all our

*

close relationships in life, and when

smile. A genuine one, where the

you come right down to it, our close

mouth tips upwards and the eyes

relationships are the most important

wrinkle, conveys warmth and your

things in each of our lives.’

intention to engage.

*

He points out that evolution has given
our stone-age brain cues about who to

Open posture. Concentrate on an
open posture (body facing towards

trust and cooperate with. These cues are

shift our focus from our own selfish

the ‘adversary’, arms uncrossed,

about whether people are similar to us.

goals to those we share with the

etc), as this communicates positivity

According to Bargh, in our tribal hunter-

other party. When we stop looking at

and receptivity. A closed posture

gatherer days, we rarely met strangers,

others as ‘them’ and instead picture

signals rejection.

and when we did, more often than not

them as individuals, opportunities to

they came as foes rather than friends.

productively collaborate multiply.

‘As a result, we cannot help but divide

*

In the Battle of Gettysburg during the

Fused identity commonalites.
Finding shared goals, interests and
experiences reduces and eliminates

our social world into US and THEM,

American Civil War, the Confederate

no matter that the dividing factors are

general Lewis Armistead was badly

things we have no control over, like our

wounded while leading a charge. As he

skin colour or place of origin.’

lay on the battlefield, he gave a secret

handshake when delivered firmly

So given our propensity to

Masonic sign in the hope it would be

and vigorously really helps a

unconsciously divide relationships into

recognised by a fellow Mason. It was:

favourable first impression.

‘us and them’, how do we avoid ‘us and

a Union officer got him to a Union field

them’ standoffs occurring in the first

hospital. In an instant, the ‘us and them’

place? And how can we turn an ‘us and

of the Union and the Confederate sides

them’ standoff into a friction-free ‘we’

were transformed into a Masonic ‘we’

relationship built on trust?

that bonded two people.

To begin with, we need to practise

48

Smile. Greet people with a warm,

mistrust and friction.

*

*

Touch. Be the first to hold out your
hand in friendship. The humble

Eye contact. Look your ‘adversary’
in the eye. This creates a brain-tobrain link that pulls people together.

*

Nod. To prove you are paying
attention, nod and subtly mimic the
mannerisms of the person you are

getting things into perspective –

The empathy bridge

developing the ability to see the

For the last seven years my firm has

To build close relationships, we all need

world through the eyes of another

been refining a tool called the empathy

to follow Mandela’s lead.

person. This perspective allows us to

bridge, which shows influencers how

consider the needs of others, fosters

to transform ‘us and them’ into ‘we’. It

Harry Mills is the author of Secret

cooperation, increases information-

is modelled on how Nelson Mandela

Sauce: How to Pack Your Messages

sharing and makes us more productive

perfected a way to win over his most

with Persuasive Punch and the

at problem-solving. We become

implacable opponents during his 18

expert on persuasion for the Harvard

more effective at doing this when we

years’ imprisonment on Robben Island.

ManageMentor programme

influencing.
AB
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Built on sand?
The recent collapse of the British multinational construction company Carillion has
added to the disquiet over the goodwill impairment rules. Adam Deller explains
Intangible assets have become

This is where the impairment of

increasingly relevant in modern

goodwill is supposed to kick in. As

business, raising many questions for

IFRS 3, Business Combinations, prohibits

preparers around the recognition,

the amortisation of goodwill, it is

valuation and impairment calculations

instead subject to an annual impairment

associated with them. Many large,

review. Currently this impairment review

technology-based entities have huge

is done by comparing the carrying

parts of their value tied up within

amount of the entity to see if it has

intangible assets; if these assets are

fallen below its recoverable amount.

internally generated, they are generally
prohibited from being recognised

Renewed focus

under IAS 38, Intangible Assets.

Goodwill is in the news following the

Bizarrely, footballers also come

liquidation of a number of high-profile
entities. In January, Carillion, one of the

a footballer, it acquires their playing

UK government’s biggest contractors,

registration. This can be capitalised

filed for liquidation. At the date of its

and amortised over the life of the

liquidation, the company had goodwill

contract. However, if the footballer

valued at £1.57bn on its statement of

has come through the club’s youth

financial position. This was listed as the

system, they represent an asset that is

single biggest asset on the Carillion

internally generated, and no value can

books, representing more than a third of

be placed on them. I have spent many

the company’s total assets. This goodwill

an enjoyable hour in Liverpool telling

had initially been correctly calculated

students that Steven Gerrard was in fact

and had arisen from the acquisition of

worth nothing.

numerous entities over many years.

One intangible that has generated

The intangible assets note in the most

significant discussion recently is

recent Carillion financial statements

goodwill. When we think of acquired

shows the annual impairment review had

goodwill, we simply think of it as the

been performed and there was deemed

difference between the amount paid

to be no impairment in goodwill. To

for an entity and the fair value of its net

many non-financial onlookers, this

assets at acquisition. As the acquisition

seems confusing. How can an insolvent

price of an entity will be based on that

entity have £1.57bn of goodwill, which

entity’s estimated future cashflows, the

has been largely unimpaired?

recognition of goodwill is effectively

The real answer, of course, is that it

recognising that the group has paid

couldn’t. The goodwill should surely

for access to these cashflows, creating

have been impaired over time. The

an asset for the business. All of this

problem is that if the directors had

seems reasonable, but it does raise the

decided to write down the goodwill,

question: when does a large goodwill

it could have moved the entity further

balance simply represent overpaying for

towards liquidation, so they pursued

an entity as opposed to an actual asset?

other avenues, such as acquiring further
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under this category. If a club acquires
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contracts to boost potential cashflows,

previous period. If that total headroom

at the expense of short-term liquidity.

decreases, there is a rebuttable
presumption of an impairment of

In March, the International Accounting

acquired goodwill of the difference.

Standards Board (IASB) held its global
preparers forum. Alongside the
disclosure project and primary financial

Headroom example

statements project, goodwill and

The IASB has produced the following

impairment came up for discussion.

headroom example. Company X tests

It had been on the board’s workplan

the impairment of a cash-generating

for some time, but issues such as the

unit annually. There is no change in the

Carillion collapse pushed goodwill

level of business activity, and monetary

to the forefront of discussions once

amounts are denominated in currency

again. The IASB knows from feedback

units (CUs). The recoverable amount

that entities delay recognition of

and the carrying amount of the unit over

impairments in goodwill. It has

three years can be seen in the table on

tentatively decided not to reintroduce

this page.

the amortisation of goodwill and is

Under the current impairment rules,

looking at improving the impairment-

there is no impairment at any date,

testing model for goodwill instead.

as the recoverable amount of the unit

The major concerns around goodwill

exceeds the carrying amount, despite

impairment are that the entity-specific

the decline in recoverable amount.

CPD

nature of a value-in-use calculation

The headroom approach considers

gives scope for management optimism,

the movement in total headroom in

allowing the recognition of any
impairment to be avoided. In addition,
there is potentially a ‘shielding’ effect
from internally generated goodwill.

I have spent
many an
enjoyable hour in
Liverpool telling
students Steven
Gerrard was
worth nothing

To combat this effect, the IASB has
proposed taking a headroom approach.
Instead of comparing the recoverable
amount of a unit with its carrying
amount at the current date, the
headroom model takes a two-period
approach. The total headroom of
a unit at the current date will be
compared with total headroom at the

IASB’s headroom approach example

each period. This total headroom is

Year 0
(CU)

Year 1
(CU)

Year 2
(CU)

Recoverable amount

730

695

680

Carrying amount of
other net assets

525

510

500

Acquired goodwill

100

100

100

Total headroom
(recoverable amount
less net assets)

205

185

180

calculated as the difference between
the recoverable amount of an entity and
its net assets. Of this total headroom,
only the CU100 goodwill in the example
is recognised. Although unrecognised in
the financial statements, the remainder
is still used to assess whether the
goodwill requires impairment.
Using the measure of total headroom,
a decline can be seen in the overall
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headroom each year: 20 in year 1
and a further 5 in year 2. Applying

*

Approach C – allow indefinite-lived
intangible assets to be included

this approach to impairment would

within goodwill. This is the easiest

give an impairment of 20 in year 1

course of action, and the accounting

(taking goodwill to 80), and a further

is already similar, as both types

impairment of 5 in year 2 (taking

of asset are subject to annual

goodwill to 75).

impairment reviews rather than

If adopted, this approach is likely to

amortisation. However, this may not

lead to earlier recording of goodwill

provide useful information if any

impairments than is current practice.

of the intangible assets generate

The board also hopes it will discourage

independent cashflows, such as

management from making over-

licensing income.

optimistic projections of cashflows
because any difficulty in maintaining

*

Approach D – segregating
intangible assets into wasting

the over-optimism year on year would

assets and organically replaced

affect the total headroom and result in

assets. The IASB believes that many

impairments to goodwill. It is important

people use this distinction and has

to note that this method would require

supplied the following definition:

precise measurement of the recoverable

wasting intangible assets are those

amount each year, so costs are likely

separable from the entity, have finite

to be higher than under the current

useful lives and lead to identifiable

impairment model.

revenue streams, such as wireless
replaced intangible assets are

In addition to looking at impairment, the

those that are difficult to distinguish

IASB is considering possible alternative

from the entity as a whole, such as

treatments for the separate recognition

customer lists and brands, and are

of identifiable intangible assets acquired

replenished through the marketing

in a business combination.

and promotional expenditure of the

There are four approaches currently

company. Only wasting intangible

under discussion:

assets would be recognised

*

Approach A – retain current IFRS 3

separately and would be amortised,

requirements. Currently identifiable

with the organically replaced

intangible assets must be

intangible assets subsumed within

recognised separately from goodwill

*

CPD

spectrum and patents; organically

Recognition at acquisition

the goodwill figure.

at their fair value. The main criticism

The accounting for intangibles and

of this approach is that separate

impairment remains under scrutiny by

recognition of acquired intangibles

many commentators and is likely to

is of limited value unless there is a

remain highly relevant in the future as

market for the intangibles.

technology plays an ever increasing

Approach B – require disclosures

part in the success of many entities.

similar to those under IFRS 13, Fair

The proposals from the IASB are

Value Measurement. Under this

likely to lead to increases in goodwill

approach, the separate recognition

impairment, but it remains to be seen

of intangibles at fair value would

whether they go far enough to convince

continue, but with expanded

the sceptics.

AB

disclosures to include information
on the valuation techniques and

Adam Deller is a financial reporting

inputs used.

specialist and lecturer
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a
roundup of the latest developments in reporting, tax, law and export
Reporting

Reporting accountants will be

‘Members may like to be aware that

interested in the intended changes

engagement letters for tax practitioners

Charity reporting

to ATOL standard term 4 (‘Reporting

are currently being worked on jointly

As highlighted in February (bit.ly/

business and financial information to

by the professional bodies noted. A

tu-feb18), the Charity Commission has

the CAA’). The CAA proposes to make

number of changes are required to

issued its accounts monitoring review of

it more ‘principles based’, which means

reflect legislative changes such as the

charity sector audits. ACCA is working

requiring ATOL holders to advise the

EU General Data Protection Regulation.

with the commission and you can access

CAA of any information the CAA should

The engagement letters are in final draft

a webinar on charitable incorporated

reasonably expect to know, including

and legal counsel has been contacted

organisations. As a reminder, auditors

any event that is likely to have a material

and asked for an opinion. The working

and independent examiners must

impact on the financial resources or the

party is aiming to issue updated

report matters of material significance

operation of the ATOL holder.

guidance and template letters in April
2018. Should there be any delay the

to charity regulators in Scotland,

Tax

working party will issue draft letters.’

cio-web and further information at bit.ly/

Engagement letters

notice, revised schedules (including

gov-cc-rules17. See also page 26.

As highlighted last month, ACCA,

those for payroll), revised terms and

together with other members of the

conditions, and guidance.

England and Wales and Northern

The revised letters include a privacy

Ireland. Find the webinar at bit.ly/ACCA-

ATOL

Joint Profession Engagement Letter

The UK Civil Aviation Authority (CAA)

working party, are revising ‘Engagement

Intangible assets

consultation, ‘Modernising ATOL’, closed

Letters for Tax Practitioners’. These

The consultation ‘Review of the

for comment on 23 March. The CAA has

will reflect legislative changes such

corporate intangible fixed assets regime’

said that the proposed changes aim to

as the EU General Data Protection

is open for comment until 11 May. The

ensure that the ‘ATOL scheme continues

Regulation (GDPR).

scope of the consultation is ‘to review the

to appropriately protect consumers by

The following has been issued by the

operation of the IFA regime and consider

keeping pace with the way in which they

working party (ACCA, the Association of

whether there is scope for targeted,

source, select and book their holidays.

Accounting Technicians, the Association

value-for-money reforms that support the

A number of the changes stem from

of Taxation Technicians, the Chartered

regime’s administration and international

the new package travel directive, which

Institute of Taxation and the Society of

competitiveness’. In addition to asking

comes into effect on 1 July 2018.’

Trust and Estate Practitioners):

questions on the pre-2002 regime and

Gender pay reporting
You can find the reports by employers with 250 or more employees on their
gender pay gap on the government’s online service, at bit.ly/gov-gap. The
reports are also on employers’ websites.
In order to report, businesses, charities and private sector organisations
had to nominate someone to manage the reporting (for example, an
HR director). That person needs to register the organisation on the
government’s online reporting service and prepare gender pay gap
information using the resources available at acas.org.uk/genderpay.
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2015 changes to goodwill, there are
open questions on investment and
how to encourage it. You can find the
consultation at bit.ly/gov-ifa-rev.

Tax avoidance
HMRC has highlighted, in a reissuing of
Spotlight 32: Managed service company
legislation, that the upper tribunal (UT)
agreed with the earlier decision of the
first-tier tribunal (FTT) and highlighted
the following additional areas:
‘Firstly, the definition of an MSC
[managed service company] provider
as “a person who carries on a business

or had become insufficient within

consider that the inaccuracies alleged

of promoting or facilitating the use of

section 29(1)(b) TMA.

by HMRC can be said to be deliberate,

companies to provide the services of

2. Mr Tooth had made and delivered

because Mr Tooth took steps to draw

individuals”. This decision confirms

a return within section 29(3) which

the (putative) inaccuracies to the

HMRC’s view that if the answer to both

satisfied the condition within

attention of HMRC.’

of the following questions is yes, a

section 29(4) TMA, namely that the

person is an MSC provider:

insufficiency of the assessment had

we find that Mr Tooth did not act

*

Does the person promote or

been brought about deliberately

deliberately within the meaning of

facilitate the use of a company?

by Mr Tooth or a person acting on

section 29(4) TMA (as elucidated by

*

Does that company provide the

his behalf.

section 118(7) TMA), and that HMRC’s

services of individual?

Mr Tooth contended that these

Secondly, the UT decided that

requirements of section 29 TMA were

“influences” or “control” has a wider

not met in two regards:

meaning than that expressed in the

First, because there had been no

It was then stated that ‘accordingly,

appeal must fail on this ground also’.
‘There is no evidence of any intent
on the part of Mr Tooth to bring
about an insufficient assessment of

FTT decision. In this case, Costelloe

“discovery” within the meaning of

tax or give to HMRC a deliberately

Business Services Limited influenced

section 29(1) TMA.

inaccurate document. (Obviously, Mr

how payments were made to workers

Secondly, because the situation

Tooth wished to pay as little tax as

through the use of a standard product,

within section 29(1) TMA (ie that the

was legally permissible, but that is not

by causing the workers to receive wages

assessment to tax was or had become

paying an insufficient amount of tax).

and dividends instead of just wages.’

insufficient) had not been brought about

HMRC contended that the FTT had

deliberately by Mr Tooth or a person

wrongly distinguished the decision in

acting on his behalf.’

Moore v HMRC [2011] UKUT 239 (TCC).

More at bit.ly/gov-tax-spotlight.

Tax cases

The first-tier tribunal (FTT) found that

We disagree with HMRC’s contention

The Commissioners for HM Revenue
and Customs v Raymond Tooth: [2018]

the situation had ‘not been brought

and agree with the reasoning of the

about deliberately so that section 29(4)

FTT for, essentially, the reason given

UKUT 0038 (TCC) concerned whether

TMA was not satisfied’; accordingly, the

by the FTT. Moore was concerned

a discovery assessment was valid and

section 29 assessment was not valid.

with an alleged negligent insufficiency

whether Raymond Tooth’s actions

HMRC then appealed the decision.

of tax which, we consider, involves

resulted in a deliberate inaccuracy.

The commissioners, when considering

very different considerations to where

HMRC raised the assessment on the

the appeal, focused on a number of

the insufficiency is said to have been

basis that:

areas. Paragraph 66 states: ‘The mere

brought about deliberately.’

‘1. An officer of the Board or the Board

insertion of a figure into a document

The commissioners concluded

had discovered, as regards Mr Tooth

that is inaccurate may be a deliberate

that the ‘burden of showing that the

and the year of assessment 2007-

act, but it is not, necessarily, a deliberate

requirements of section 29 TMA are met

2008, that an assessment to tax was

inaccuracy. In this case, we do not

is on HMRC. We consider that there is
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no sufficient basis – given the facts found

having other training opened up to

recipient business will also need to

by the FTT – to justify the conclusion

them. Currently they simply pay 10% of

register. Registration is via manage-

that there was, properly speaking, a

the cost of apprenticeship training.

apprenticeships.service.gov.uk and

There are a number of conditions that

discovery. Had this been the only point

apply – some less time-consuming than

login details for the business’s

appeal, and remitted the matter for

others – and many would be required

PAYE scheme(s).

further evidence and argument to the

under the current framework.

The employer receiving the funds

FTT. As it is, given our conclusions on

The requirement to check if state

the question of deliberate inaccuracy,

aid has been received will be a simple

with the Education and Skills Funding

this course is unnecessary.’

exercise for most businesses. The

Agency (ESFA) and agree that if the

guidance highlights that ‘10% of all the

provider of the funds ‘runs out of

funds you receive as a transfer from

funds’, they will revert back to the

another employer count as state aid’.

standard apprenticeship model where

ATED

Recipients are advised to check that the

they make a 10% contribution to the

As a reminder, the Annual Tax on

amount of state aid already received in

cost of apprenticeship training and

Enveloped Dwellings (ATED) Online

any three-year period does not go over

the government will pay the remaining

Service came on stream from 1 April.

the €200,000 limit.

90%. Many of the details regarding the

Read this case at bit.ly/ut-tooth and
other decisions at bit.ly/tax-dec.

The European Commission considers

The old-style forms have been

will also need to sign an agreement

transfer were unavailable at the time of

withdrawn. The ATED charge for

that public funding to a single recipient

writing – for example, the agreement

the 2018-19 period is based on the

of up to €200,000 over a three-year fiscal

with the ESFA. As employers with

property’s value as at 1 April 2017, or

period has a negligible impact on trade

apprentices will know, training providers

the date the property was acquired if

and competition, and does not require

are required to enter into a contract/

that is later. For more information go to

notification. There is a duty on the grant

agreement with employers. Training

bit.ly/gov-ated.

recipient to keep track of the total funds

provider guidance states that the

granted under these terms for the last

training provider must:

three fiscal years.

*

Law

The most common examples of

‘enter into a contract for services
with each employer for which it will

Apprenticeship levy
English account

state aid are government grants, loans,

deliver training to apprentices in

guarantees (eg Enterprise Finance

accordance with the requirements

Levy-paying businesses will finally have

Guarantee) and enhanced capital

set out in the funding rules

the option of transferring funds to

allowances (eg relief for SMEs on the

another organisation (see also page 74).

cost of research and development).

*

The Finance Act 2016 permits the

From this month employers that pay

deliver training to apprentices in
accordance with its contract for
services with the employer and

the apprenticeship levy will be able to

publication of specific information about

the requirements set out in the

transfer apprenticeship funds to other

businesses that are beneficiaries of state

funding rules

organisations. There are restrictions

aid tax reliefs.
Those transferring the funds (levy-

meaning that levy-paying employers can

*

have and maintain a clear feedback
and complaints policy for all

transfer a maximum of 10% of annual

paying employers) can:

funds. This is the total amount of levy

*

transfer to employers in their

*

transfer to employers in their

*

support an Apprenticeship

Employers that are transferring

Training Agency

funds are reminded that, where they

*

work with regional partners.

are transferring funding from their

declared, with the English percentage
applied, plus the 10% government topup payment.
The question that needs to be
considered is how easy and costeffective the transfer will be for those

54

requires the Government Gateway

in issue, we would have allowed the

supply chain
industry

employers using its services

*

assist and cooperate with both
the employer and the ESFA in
relation to the delivery of training
to apprentices.’

passing across funds and those

The guidance states that ‘any employer

levy account, the total cost of the

receiving funds. Clearly, the recipient will

can receive and use transferred

apprenticeship will be taken.

need to consider if they would benefit

funds, but they have to be registered

financially or if they would benefit by

on the apprenticeship service’. The

As noted in a previous issue (bit.ly/
tu-jan17), levy-paying businesses can
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retain funds in their levy account for
a period of 24 months. They may also
wish to account for the levy usage in
their financial statements by only writing
off what is used if they intend to use
the remainder. ACCA provides further
updates and guidance for transferors
and recipients at bit.ly/ACCA-advisory.

Probate
ACCA has been approved to authorise
individuals and firms to carry out
probate work and has proceeded to
implement regulatory arrangements for
probate activities.
The Legal Activities Regulations 2018
are in the revised ACCA Rulebook
forming part of the UK annex to the
Chartered Certified Accountants’ Global
Practising Regulations 2003 (GPRs).
Practitioners can find out answers to
the following at bit.ly/ACCA-advisory:

HRH Queen Elizabeth and Prince Philip meet Greg Clark, business, energy and
industrial strategy secretary, and winners of the Queen’s Awards for Enterprise 2016.

*

How do I obtain a licence to

Queen’s Awards for Enterprise

undertake probate work?

The Queen’s Awards for Enterprise are for outstanding achievement by UK

*
*
*

What forms do I need to complete?

businesses, and offer winners five years of recognition and the opportunity to

How much will the licence cost?

boost sales, with materials being available to use during the period. The awards

Where can I find a continuity of

are open until 1 September 2018 and entries are encouraged from businesses of

practice firm?

all sizes, especially SMEs.

*

What educational and support

*
*

What assessment do I need to pass?

materials are available?
What business structure should
I consider?

There are four categories:

*
*
*
*

innovation
international trade
sustainable development
promoting opportunity through social mobility.

According to research by the University of Strathclyde, 73% of international

GDPR

trade category winners between 2012 and 2015 directly attributed increased

Engagement letters and employment

international sales to winning the award.
To apply, your organisation must:

law guidance are being updated for
General Data Protection Regulation
(GDPR) requirements. In both, it
is clear that businesses need to
consider the data they hold, and both
reference the fact that the Information
Commissioner’s Office suggests that

*
*
*

be based in the UK (including the Channel Islands and the Isle of Man)

*
*

have at least two full-time UK employees or part-time equivalents

file its company tax returns with HMRC
be a self-contained enterprise that markets its own products or services and
is under its own management
demonstrate strong corporate social responsibility.

businesses document what personal

Your organisation can be business or not-for-profit. To apply, and for more

data they hold, where it came from

information on each of the award categories, go to bit.ly/gov-qae.

and who it is shared with. A simple

Over the coming months a number of awards will be highlighted to members.

template is suggested as a way forward,

ACCA is also producing free guidance, which will be available over the coming

with appropriate examples. Example

months, at bit.ly/ACCA-advisory.

headings are:
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*
*
*
*
*
*
*

source of data
information stored
purpose
computer programme
processing/storage
access/security
deletion policy.

*

Disciplinary, dismissal and grievance

accountancy, tax advisory, insolvency

procedures

and related services such as trust and

*
*
*
*
*
*

Unlawful discrimination

company services, by way of business.

Redundancy

The guidance has been updated for

Settlement offers

the 2017 Anti-Money Laundering

Family-friendly rights

(AML) Regulations and is approved

Employment status: workers

by HM Treasury.
Regulation 26 of the Money

Standard terms computer use policy.

Employment law support

The factsheets are currently

Laundering, Terrorist Financing

As previously highlighted, the suite

being updated to include General

and Transfer of Funds (Information

of employment law factsheets was

Data Protection Regulation (GDPR)

on the Payer) Regulations 2017 (the

updated in January. The factsheets are:

requirements and are due to be made

MLRs) sets out the responsibilities

*
*
*
*
*
*

available to members this month.

of ‘relevant firms’ and supervisory

The contract of employment

authorities to ensure that no individual

The probationary employee
Working time

Anti-money laundering

may be a beneficial owner, officer or

Age discrimination

CCAB (The Consultative Committee of

manager (BOOM) of a relevant firm

Dealing with sickness

Accounting Bodies) has published new

(which would include an accountancy

Managing performance

guidance for entities providing audit,

firm), unless:

*

Auto-enrolment changes

he or she has been approved as
such by the relevant supervisory
authority, and approval by the

Changes to auto-enrolment will affect the 1,032,567 employers who have

supervisory authority has not ceased

automatically enrolled jobholders and the 9,285,000 jobholders enrolled into pension

to be valid; and

schemes. The most significant changes are the increase in minimum contributions
and the change to the authentication process for the declaration of compliance. The

*

the individual has not been
convicted of a relevant offence (as

new tax year sees the increase in contributions for both employers and employees/

set out in Schedule 3 of MLRs).

workers, with a further increase taking place from April 2019. The table below shows

The Treasury has stated that BOOMs in

the minimum contributions that employers that set up a defined contribution scheme

relevant firms should be required to

for automatic enrolment must pay, and the date when they must increase.

undergo ‘criminal record checks’.
ACCA believes that Regulation 26(7)

Effective date

Employer
minimum
contribution

Staff
contribution

Total
minimum
contribution

does not prescribe criminality checks.

Currently until 5 April 2018

1%

1%

2%

of achieving the required outcome.

6 April 2018 to 5 April 2019

2%

3%

5%

6 April 2019 onwards

3%

5%

8%

Nor does it believe that criminality
checks are the most effective means
Clearly, practising certificate holders,
as part of their declaration, state
that they are a fit and proper person.
Many accountancy firms also check

At the end of March The Pensions Regulator moved from the Government Gateway

on the fit-and-proper status of staff

as the authentication portal for the declaration of compliance to one on its own site.

and contractors, with many using the

The key changes are:

ACCA fit-and-proper forms. ACCA is

*

Employers will be required to use a passcode, which is obtained by creating

of the opinion that firms need to have

an account from the main landing page.

appropriate procedures to ensure

*

A ‘guest account’ has been introduced to help employers get started without

individuals are fit and proper but is

the need to set up a passcode.

unconvinced on the position of the

*

Those who are completing declarations of compliance for multiple employers

Treasury for all firms being required to

will be able to view the progress for each on a ‘multi-employer dashboard’. This

undertake checks. Clarification from the

includes the option to search for employers and sort by declaration deadline.

Treasury is being sought.
More at bit.ly/ACCA-advisory.
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From investor to setter
Why would a highly successful portfolio manager quit his job to become a standardsetter at the International Accounting Standards Board? Nick Anderson explains
Nick Anderson’s change of job certainly

corporate governance around,’ he says.

came as a surprise to his colleagues

‘Reporting was variable, with lots of

at asset management company Janus

different national GAAPs.’

Henderson. They had never heard of an

All that changed in 2002. The

equity portfolio manager becoming a

introduction of IFRS Standards

standard-setter. ‘They knew that I had

‘transformed that world’. It was the

this rather weird interest in reporting,

biggest single improvement in reporting

but they were still shocked,’ Anderson

that Anderson witnessed in the 30 years

recalls. And yet, to an outside observer,

of his career.

the appointment of Anderson to the

In the years that followed, Anderson

International Accounting Standards

actively participated in many reporting

Board (IASB) was an obvious choice,

debates. A founding member of the

with his CV tailor-made for the role.

Corporate Reporting Users’ Forum

Anderson comes from a generation of

‘I am sure
that lots of
accountants do
understand the
work of investors,
but there are
plenty that don’t’

(CRUF), and a part-time member of the

investors with a keen appreciation of the

UK’s Accounting Standards Board, he

and what doesn’t’ that he hopes to

advantages of international accounting

realised that his perspective as a user of

bring to his new role at the IASB.

standards. He started his career as a

accounts could add significant value to

European equity specialist in the mid-

the standard-setting process. And it is

is far from new to the IASB. The IFRS

1980s. ‘There wasn’t a great deal of

this hands-on experience of ‘what works

Foundation undertakes a wide range of

Of course, investment engagement

investor-focused activities, including its

Anderson’s top three investor myths

highly successful Investors in Financial
Reporting programme and regular

‘The difference between book and market value is a worry’

contact between board members

Anderson’s hackles rise. ‘As a professional accountant or a standard-setter, please

and investors around the world. But

don’t think it’s your role to put a value on a business. Are we going to put culture on

Anderson believes much more can

the balance sheet? Would that help anyone? No, it would not,’ he says. That doesn’t

be done to make the board – and the

mean that investors ignore such intangibles; it just means the profession needn’t

accounting profession as a whole –

worry about them.

more customer-focused.

‘No one reads the annual report’

‘I am sure that lots of accountants do

Investors pull data from a wide range of sources, but the annual report remains the

understand the work of investors, but

bedrock for many. ‘Without the annual report, I would have been completely lost,’

there are plenty that don’t,’ he says.

Anderson says. ‘I can think of endless examples where the accounts have saved me

Misconceptions abound. ‘Sometimes

from losing lots of money or helped me to make plenty of money.’

you get the impression that people

‘Adjusted financials matter more than GAAP numbers’

think investors just work through a

Understanding underlying performance is important; it is the underlying performance

set of accounts – that this is all that

and not one-offs that investors forecast. Adjusted financials have their place, but for

happens; or that they depend on price-

investors to have confidence in the adjustments made, they need to be reconciled

to-earnings or price-to-book ratios. In

back to GAAP. ‘People want a rich reconciliation between GAAP and adjusted

reality, the investment process is much

numbers,’ says Anderson. ‘They want to be able to say they accept that adjustment

more complex and full of judgments.’

because it is a one-off or they don’t accept that adjustment because stock option

Anderson wants to correct such

expense is a cost.’

mistaken beliefs – to help accountants
put themselves in the shoes of investors.
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It is an ambition not without its own

Perhaps more intriguing, however,

And that sums up what motivates

difficulties. ‘I don’t have a monopoly on

is Anderson’s strong interest in the

Anderson. Quite simply, he wants to

investor views,’ he says. ‘The challenge to

recently released insurance contracts

make a difference. And accounting has

me is to keep synthesising views rather

standard, IFRS 17. In his investment

the potential to do just that. ‘I believe

than replay my own personal beliefs.’

days, Anderson avoided the sector.

very strongly that accounting has a

‘As a global generalist, it wasn’t worth

big role to play in allocating scarce

the specific projects on the IASB’s table?

investing the time to learn the insurance

resources and holding management to

While he is keen to discuss what is on

accounting in every jurisdiction,’ he says.

account,’ he says. If that’s not making a

the board’s front-burner, it is perhaps

Just as the adoption of IFRS Standards

difference, what is?

not surprising that this former investor

by the EU transformed his day job as a

is particularly attracted by the potential

European equity specialist, Anderson

offered by the primary financial

believes that IFRS 17 promises a similar

statements work – more subtotals in

revolution for investors in the insurance

the profit and loss statement, as well

sector. ‘It’s like first-time adoption of

as some improvements to the cashflow

IFRS all over again. Talking to investors

statement, would, he believes, be very

about the benefits that IFRS 17 could

welcome for investors.

bring is really incredible,’ he says.

Investor engagement aside, what of

AB

Alison Thomas, consultant
It’s all in the presentation
Watch technical specialist Adam
Deller’s video about the IASB’s project
on financial statement presentation,
at bit.ly/AB-fs-pres
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Angels cast as devils
Some interesting developments since changes were announced last year to
Enterprise Investment Schemes may end up discouraging much-needed investment

60

There was welcome news in last

EIS is attractive to wealthy investors

year’s autumn Budget for those

because of the 30% upfront income tax

Only when HMRC is satisfied will it

wanting to invest in startup companies

relief, together with capital gains tax

issue the relevant documentation (form

through the government’s Enterprise

relief if the investment is held for more

EIS3) to the company, for distribution to

Investment Scheme (EIS). In response

than three years. There are of course

investors.

to the Patient Capital Review, the limit

complex qualification rules for investee

on the amount someone can invest

companies, but, on the whole, EIS

intensive company (KIC) is equally

under the EIS in a tax year will increase

investors themselves are sophisticated

complicated. Such a company is one

from £1m to £2m from April 2018,

enough to cope with such complexities.

that, among other qualifying criteria,

provided that the extra £1m goes

Before investors can claim tax relief

supply significant information to HMRC.

The definition of a knowledge-

has spent 10% of overall operating

into knowledge-intensive companies

under EIS, the investee company must

cost in each of the three years before

(see also AB, March, page 24).

go through a detailed process and

the investment on research and
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It is understood that HMRC is carrying

development, or 15% in any one of the

subscribe for shares in companies that

three prior years. The company will

are carrying out capital preservation

out these investigations because it

also need to show that it will either be

activities, often through an EIS fund

is concerned that there are abusive

carrying out work to create intellectual

manager or investment house. Such

schemes being marketed as a potential

property with the expectation that the

individuals, it says, are likely to be

way to minimise tax payments. Now that

majority of the company’s business will

affluent but risk-averse because they are

a number of film industry investment

come from this within 10 years, or have

not prepared to lose their capital.

schemes have been driven out of town
by the courts, HMRC is concerned that

20% of its employees carrying out R&D
when it receives the investment and for

Fallen from grace

promoters of such schemes are now

a further three years after that. These

But since these announcements were

looking for other opportunities.

employees should also have relevant

made last year, there has been a

masters’ or higher degrees.

development that seriously runs the risk

and EIS group, argues that EIS investors

However, Smith, who heads RSM’s VCT

of discouraging potential EIS investors

‘de-risk’ their investments through a

is unlikely to attract humble high-

from making such investments. Business

combination of detailed due diligence

street investors, it hasn’t stopped the

angels are now being cast as devils.

– often carried out by an independent

While investing in an EIS company

government from wanting to stamp out

According to accountancy firm RSM,

financial adviser, or by creating a

any suspected abuses, along with the

diversified portfolio of investments,

Seed Enterprise Investment Scheme

where losses on one investment can be

(SEIS) and Venture Capital Trusts (VCTs).
Alongside the £1m increase, the
government has introduced a new
condition to the EIS, SEIS and VCT rules
that excludes tax-motivated investment,
where the tax relief provides most of the
return for an investor with limited risk to
the original investment. The condition
depends on taking a ‘reasonable’ view
as to whether an investment has been
structured to provide a low-risk return.

The government
has said it
wants schemes
to be focused
on supporting
companies with
high growth
potential

recouped by gains in another.
‘Serial investors will know that their
investments are risky, so will manage
their risk through investing in several
different companies,’ he says. But the
more troubling aspect is that such
investigations could have a knock-on
effect and have an impact on the levels
of investment in such companies.
‘A tax enquiry is a very negative
event,’ Smith says. ‘People who deal
with their affairs properly will be put

The government has said it wants

off by a tax enquiry. [Seed investment]

schemes to be focused on supporting
companies with high growth potential. In

a number of individual investors have

is the hardest money for companies to

response to the consultation Financing

found themselves on the receiving

raise, and at a time when the economy

Growth in Innovative Firms, the

end of an HMRC tax enquiry (typically

is under pressure, it will put off exactly

government says evidence was provided

arriving towards the end of January, just

the type of people the government

suggesting that a significant subset of

before the end of the enquiry ‘window’

needs to invest.’

EIS investment in 2016-17 was focused

of 12 months post-filing) that asks some

If HMRC is concerned about more

on capital preservation. A risk-to-capital

very detailed questions about their EIS

structured investment schemes, aimed

condition would enable the government

investments. These questions cover

at high-net-worth individuals who are

to avoid excluding further specific types

the source of the investment capital,

prepared to take more of a risk, then

of activity, which would risk excluding

whether a loan has been used to make

Smith suggests the taxman looks at the

genuine entrepreneurial businesses,

the investment, whether the scheme

promoters of such schemes rather than

while reducing opportunities to use the

has been promoted to the investor

the individuals. But to target individuals

schemes for tax-motivated investment.

by a third party, and details of the EIS

whose only link is that they are prepared

certificates and various other documents

to risk their capital through investing

additional rule will save the public purse

from the investee company. ‘These

in such startup businesses is, as Smith

some £45m in 2019/20, and a further

enquiries can be very unsettling for the

argues, ‘counterintuitive’.

£35m in 2020/21. It also believes that

individual concerned,’ says RSM tax

the measure will affect individuals who

partner Tim Smith.

The Treasury anticipates that this

AB

Philip Smith, journalist
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Tax transition
ACCA is seeking clarification on the EU’s ongoing role in UK taxation policy postBrexit and keeping an eye on the mutual recognition of professional qualifications
ACCA is pressing for clarification on
some key outstanding issues regarding
Britain’s departure from the EU as the
European Commission consults on a
draft withdrawal agreement released
on 28 February 2018.
Of key interest to Chas RoyChowdhury, ACCA’s head of taxation,
is the length of time that the European
Court of Justice (ECJ) will retain
jurisdiction over elements of British tax
law following the UK’s planned departure
date of 29 March 2019.
EU jurisdiction over these and other

in connection with activities of the EU

the departure would kick off a short

elements of British tax policy could

pursuant to this agreement’.

transition period, to 31 December

extend to 2027. ‘It’s to be expected,

2020, during which time EU laws would

when you have a really long-term

Mutual recognition

continue to apply. But for some tax

relationship, there are going to be

There is also the issue of mutual

issues, the influence of European law

some ongoing links until it is completely

recognition of qualifications. Under

could live on for years beyond that.

severed,’ says Roy-Chowdhury.

the draft agreement, EU legislation

Under the proposed withdrawal deal,

Under article 95 of the draft deal, on

UK and European accountants need

indirect tax administrative cooperation,

clarity over these arrangements so they

apply for all professional accountants

the EC proposes that the EU regulation

can plan. As well as the timetabling,

who have secured recognition of their

on how VAT information is stored and

ACCA would like details on what

qualifications, whether UK citizens

exchanged between member states

institution will resolve disputes between

working in the rest of the EU or EU

should apply in the UK for five years after

the remaining member states and the

accountants in the UK.

the transition period – so up to 2025.

UK over these tax issues after the Brexit

Even those accountants applying for

The same would apply to EU rules

deadline has passed. Will it be the ECJ

mutual recognition of their qualifications

within directive 2010/24/EU on how

or some kind of special UK-EU tribunal?

before 31 December 2020 could see

member states help each other collect

‘We need to know about that. The

these benefits apply for the rest of their

unpaid taxes and duties relating to any

sooner, the better,’ says Roy-Chowdhury.

careers. And it appears that there has

transactions that took place before the

been talk in Brussels that the EU would

start of 2021. Here too, EU law would live

life. Under the proposals, EU rules

like to see such recognition systems

on until 2025.

would continue to apply to pensions,

continue for accountants qualifying

taxes, social security and other benefits

after Brexit, maybe writing this into a

is that there have been calls, including

paid to past and current members of

withdrawal agreement.

from within the UK, for the transition

the European parliament and their

period to be extended to 2022, so large

dependants, and also to EU staff

is the amount of administrative work

members living in the UK. This legislation

required in unravelling Britain’s 45-year

would continue to apply in perpetuity,

The problem, notes Roy-Chowdhury,

62

Such institutions may have a long

on this subject would continue to

membership of the EU and its earlier

given it is applicable to work undertaken

incarnations. If this were to happen,

‘after the end of the transition period

AB

Keith Nuthall, journalist
More information
Find the draft withdrawal agreement
at bit.ly/draft-Brexit
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The view from
Michael Rigby FCCA, partner at Leonherman,
Manchester, and big on the baize

42%
of finance activities can be fully

I focused on accountancy

for new member firms

automated using current

after giving up on my

in Puerto Rico, Oslo,

technology and a

dreams of being a

Athens and Luxembourg.

further 19% can be

professional snooker player.

This really broadened my

largely automated.

With a father and sister

horizons, and some of the

Source: McKinsey

already in the profession, I

connections I made then

had a good insight into what

still prove valuable today.

lay ahead.
I joined Leonherman in 2010. Revenue

Charity audit warning

After a spell of work experience, a

has risen year on year since, with staff

The Charity Commission has urged

small practice took me on full time. It

growing from 15 to 25. Our clients are

auditors to consider reporting more

was a great grounding, where I did my

SMEs in Manchester with up to £5m

concerns to it. ‘In the six months to

ACCA Qualification the hard way – no

turnover. We provide an ‘inhouse FD’

31 October 2017, the auditors of 114

exemptions but passing all 14 exams

service for many, attending board

charities gave audit opinions containing

first time. It has since helped me acquire

meetings and working with them to set

information that they were required to

experience in small, mid-tier and Big

and achieve their goals.

report to the commission as a matter

Four practices.

of material significance,’ it said. ‘Only
I head up our audit work. Increased

28 reports were received. This low level

I moved first to RSM Tenon and then

regulation means smaller firms are

of reporting by auditors is of significant

EY to broaden my audit experience.

working harder to retain a falling

concern, particularly in the context of…

With the Enron scandal and Sarbanes-

number of clients. Some of these

the collapse of Kids Company.’ The FRC

Oxley regulations it was a rollercoaster

don’t appreciate the amount of work

endorsed the statement. (See ‘Do the

ride at the time, and I was able to

you physically need to do. We were

right thing’, page 26.)

develop my technical skills working

heartened when a recent quality

with larger clients.

assurance visit described our work as of

EY appoints Barton

Big Four standard.

Kate Barton has been appointed EY’s
global tax leader. She will lead the EY

I was seconded within the RSM
network to make overseas inspections

I did my ACCA
Qualification the
hard way – no
exemptions but
passing all 14
exams first time

We focus on promoting technical

tax executive committee and becomes

excellence and achieve this via regular

a member of the EY global executive,

client meetings. This helps demonstrate

overseeing all aspects of EY tax strategy

that we do things the right way. We

and operations, including the firm’s

also invest in our staff to ensure we

‘Vision 2020’ strategy. Announcing the

can deliver, holding regular inhouse

appointment, EY’s global chairman

training sessions.

and CEO Mark Weinberger said, ‘Kate
moves into this role at a critical time

Last month’s Accountex North event

as many tax policies and rules are

was a great platform for Manchester.

being modernised around the world.

I was proud to participate in ACCA’s

Additionally, we are fortunate to have a

panel debate about the changing face

strong sponsor of diversity and inclusion

of the accountancy practice, sharing my

in Kate.’ EY’s tax operations generate

point of view while learning from other

annual revenues of $8.2bn.

experts alongside me.
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April 2018 Accounting and Business

UK_YPRAC_Intro.indd 63

63
13/03/2018 15:30

The blame game
A US ruling is causing concern for the global audit profession about the expansion
of professional liability, and once again raises the question of the scope of the audit
The FBI, billions of dollars, a raid,

complex. The Alabama Federal judge

took it further, emphasising that auditors’

contradictory testimony, custodial

dismissed five claims but found against

duty to the ‘investing public’ was

sentences and a bench verdict that cuts

PwC on a sixth, holding that it had failed

becoming ‘more and more clear’.

to the heart of the audit profession. It

to design the audit to detect fraud

sounds more like a thriller than real life.

and that this amounted to professional

responded that the verdict is an

But in fact this is about a legal case,

negligence, despite the auditors having

inappropriate overreach that will have

concerning one of the ‘largest and long-

been misled. It is currently unclear if

many negative consequences – not least

lasting bank frauds in American banking

PwC will appeal, but the issue that has

an expansion of professional liability

history’, and auditor PwC’s failure to spot,

been discussed many times in the past

that could mean that audit firms are the

among other things, a bunch of fake

arises once more: should auditors be

financial backstop for the fraudulent

(or, more precisely, real but valueless)

responsible for detecting fraud?

misdemeanours of clients. A US$1m job

mortgages at the now-defunct US

For some vocal investors, the ruling is

could mean a US$10m fine.

financial institutions Colonial Bank and

good news – at last, an indication that

Taylor, Bean & Whitaker.

someone in the establishment supports

the gulf between auditors who want to

the active protection of shareholders.

limit liability and investors who want to

Stephen Thomas, lawyer for the plaintiff,

know that a ‘clean’ company isn’t about

The details of the case of FDIC v
PriceWaterhouseCoopers LLP are
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The case has thrown into urgent relief
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require auditors to search exhaustively

insufficiently sceptical may be motivated

for fraud on every engagement,’ says

by bias. So it won’t always be possible to

there may be middle ground between

Gambier. ‘For most of those audits, that

bridge the expectation gap, or at least

clean audit opinions and absolute

would be a wasted cost.’

not without siginficant cost. Are investors

to go bust. But what to do?
It’s certainly possible to argue that

certainty that there has been no

‘Some critics of audit, with the benefit

prepared to bear that cost?’
Perhaps, then, the bar is high enough,

corporate foul play. The audit profession,

of hindsight, say they wish auditors

which has been implementing changes

had picked up on fraud. But they do

and the in pari delicto dismissal of many

intended to improve audit quality, says

not yet seem prepared to increase the

of the claims brought against PwC

more legislation isn’t the answer, citing

cost of every audit and to delay every

reflects this. One specific claim suggests

complexity, increased costs and slower

set of financial statements to find fraud

that the bar was indeed high enough

turnarounds. This puts the spotlight on

prospectively.’

but PwC just fell short on a number of

discussions between auditors, regulators

counts. In fact, testimony from the trial

and shareholders in their efforts to find

stated that if PwC had asked to see even

something that works better for users
since, as former head of audit at KPMG,
Scott Marcello, says, ‘it’s not that much
of a leap to say that other organisations
will figure out how to provide assurance’.
Indeed, many large audit firms have
responded by developing or buying
technology that allows them more time
to test the riskiest areas in more detail.
One challenge is that efforts like these
can go unnoticed by users of accounts.

‘It would add
significantly to
the time needed
to undertake the
audit and require
auditors to search
for fraud on
every engagement’

10 of the files containing the underlying
loan documents, ‘the jig would [have
been] up’. In the words of Sridhar
Ramamoorti, a member the PCAOB’s
Standing Advisory Group, the problem
is not an ‘information scarcity’ but an
‘attention scarcity’.
One thing is for certain: the Big Four
know how to effect change. Areas for
exploration on raising the bar could
include doing that just for bank audits.
The firms could also up the pace of

The firms been talking about top tech

technological change or innovations in

for a few years, and they’ve been talking
about rebuilding public trust for over a

The cost of bridging the gap

people and project management on

decade, but it is a difficult case to prove.

In addition to ACCA research into audit

engagements.

But does the bar need raising? Andrew

quality (see page 36), Gambier points

If the focus also turned to what drives

Gambier, head of audit and assurance

to the report Banishing Bias, in which

fraud – the behaviours, environments

at ACCA, says the profession is looking

ACCA identifies that the concept of

and patterns that make it likely – auditors

hard at how to meet public expectation.

‘professional scepticism’ exists within

might be less likely to miss ‘multi-year,

‘The vast majority of organisations don’t

auditing standards to encourage

multi-faceted and multi-billion’ frauds.

have material frauds, and it would add

auditors to operationalise objectivity.

Unless, as they seem to say, the bad guys

significantly to the time required to

‘However, cognitive biases affect all of us

will always be three steps ahead.

undertake the audit – and therefore to

because we’re human,’ says Gambier.

the cost of undertaking the audit – to

‘Some complaints that auditors are

AB

Ann Maudsley, journalist
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Heading for the exit
Whatever the cause of a partner leaving a firm, the often complex process can be so
much smoother with a codified agreement in place, says Derek Smith
There are myriad reasons why partners

pension arrangements in place via the

leave firms. In addition to ‘normal

firm, whereas these are more normally a

retirement’, if such a thing still exists,

personal rather than firm liability.
Aside from retirement, practices need

there is also ill health and death, the
partnership having good reason to

to ensure there is a clear agreement

move a partner out, or simply the

as to what happens if a partner simply

partner themselves feeling it’s time

decides to leave – whether they are a

to move on. But how many firms have

‘good leaver’ (leaving on good terms

codified approaches to dealing with

for another career, for example) or a

these situations? How many plan for

‘bad leaver’ (departing to join a rival

the unexpected?

or to set up in competition). In both

Many see this as simply a financial

cases there needs to be absolute clarity

issue, and yet often they have not

as to the financial arrangements and

worked through the impact of

the application of any restrictions with

expected retirements, even when the

regard to stealing clients and team

financial arrangements are known. But

the implications of such events –

members. It is sometimes argued that

managing partner exits can be highly

for example, how quickly capital will

such restrictions are unenforceable, but

complex, particularly if there is no prior

be repaid and whether this would

this is not necessarily the case, if they

agreement as to entitlements, or if the

be calculated based on current or

are crafted correctly.

agreements are unrealistic as to the

future profits.

market value of goodwill at the time of
departure. It is not unusual in smaller

Be insured

There can be a multitude of reasons

firms for the age profile of the clients

Firms often don’t consider insurance

for this, but they are usually to do

to mirror the age profile of the retiring

in this context; or if they have, there

with performance, behaviour or just

partner, which may diminish the future

may be uncertainty as to who the

incompatibility. Ensuring that these exits

value of goodwill.

beneficiaries of the policies are. In

are orderly can be a major challenge,

addition, there are occasions when the

but can be handled far more easily and

surviving spouse believes there are

promptly where the firm’s procedures

It is also essential to ensure that the
other roles the retiring partner may
have undertaken are understood and

are codified. Bear in mind that the

transferred properly to others in the

procedures and legal conditions that

practice. The transitioning of clients and
other roles within the firm needs sound
planning and probably a fair amount
of time. Introducing a client to a new
partner at the 11th hour is rarely the
best approach when trying to maintain
good client relationships.
So much for planned retirements.
Unplanned or early retirements are
even more of a challenge. Unplanned
exits can still be managed in advance,
through written agreement about

66

Finally, there are those situations
where a partner is asked to leave.

It is not unusual for
the age profile of
the clients to mirror
the age profile
of the retiring
partner, which may
diminish the future
value of goodwill

apply in the case of employees do not
necessarily apply to partners.
Although there is inherent
uncertainty around partner exits, firms
can be prepared: be clear on the
process and implications by ensuring
as far as possible that there are prior
agreements in place for each of the
possible scenarios.
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Derek Smith, senior consultant, Foulger
Underwood Associates
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Put your trust in trusts
Despite offering substantial benefits, family trusts are in decline. Muhammad
Solaiman ACCA explains why your clients should consider them
Most people in the UK make no use

assets go to next of kin). Moreover, it

of family trusts. But even those who

will protect the assets from potential

do set up a trust to hold the family’s

creditors of the beneficiaries or trustees.

assets or run the family business are

In many cases, a creditor cannot force

a shrinking band, with the number of

a beneficiary or trustee into bankruptcy
(or a company into liquidation) when

trusts completing self-assessment

assets are held in trust.

tax returns for 2015/16 falling to
158,500 from 164,500 the year

Avoiding probate

before.
Clients may need some

Probate can be an onerous, slow

education in the benefits of setting

and costly process. Nor does it

up a trust, although you must first

offer privacy. A family trust is

navigate the tricky conversation

outside the scope of probate

about how they would like their families

of £10,000 from property and uses it to

and can be kept confidential because it

to inherit their legacies. A trust is a form

fund their child’s university fees. If the

is not publicly registered.

of gift given via a trustee to a particular

property is transferred into a trust, the

beneficiary, with the trustee (who could

individual may not need to pay personal

individual circumstances, but it’s worth

be an individual or a company) legally

tax on the rental income and will pay no

reminding clients of what is out there

responsible for managing it. They are

capital gains tax.

to secure their valuable assets for their

relatively inexpensive to set up.
There are three main types of family

The merits of a trust will depend on

next of kin.

AB

Asset protection

trust, and clients need to consider which

A trust secures assets for beneficiaries

Muhammad Solaiman ACCA,

would suit them best – see box. As you

(in the absence of a trust or will,

accountant

discuss trusts with clients, you can make
them aware of the benefits (and the
drawbacks – such as asset transfer costs

Main types of trust

and loss of asset ownership – although

*

the pros usually outweigh the cons).

Bare trust. This is the simplest form of trust. It holds assets for a beneficiary, and
the trustee acts according to the beneficiary’s wishes. For instance, a grandparent
creates a trust for their grandchild (the beneficiary must be under 18), with the

Tax savings

income from the assets paying for the grandchild’s education, driving lessons, etc.
Only the grandchild may receive the benefits, not their parents.

The most obvious saving is on
inheritance tax. Beneficiaries of wills pay
40% inheritance tax on estates worth

*

Life interest trust. This type of trust offers flexibility and discretionary powers
of revocation. It includes two beneficiaries: life tenants and remaindermen. An

over £325,000. But if the assets are in a

example best illustrates how it works: a man creates a property trust for his wife

trust, no inheritance tax is payable.

(life tenant) and children (remaindermen). The wife receives income from the

A trust can also reduce personal tax

property during her lifetime, and the children inherit the property after her death,

liability. Let’s take the example of an
individual with employment income
of £35,000, which is taxed at 20% after
deducting the personal allowance.

to do with as they wish.

*

Discretionary trust. In this kind of trust it is the trustee who decides how to invest
the trust’s assets and how (and in what proportions) to distribute those assets to
the beneficiaries. This is most useful where there are many beneficiaries.

This individual also has rental income
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The view from
Stephanie Moonan FCCA, RDI management accountant,
The Walton Centre NHS Foundation Trust, Liverpool

£1bn
The operational deficit Transport

My work varies according

The big talking point at the

for London faces next year

to the time of the month.

present is excess treatment

as it looks to secure new

Much of it is ad hoc, with

costs. These used to be

revenue-raising options

a lot of last-minute things.

absorbed, but now that

amid a dip in passenger

Sometimes I have to drop

trusts are strapped for cash,

numbers and loss of

everything to get urgent

it has to be built into any

government funding.

tasks done.

plans and creates pressure.

My primary role is to produce the

I perform financial duties for

Northamptonshire cuts

income and expenditure accounts every

the Research and Development

Northamptonshire County Council has

month for the research department.

Department. These range from raising

revised its budget and made additional

I also make sure that the financial

invoices and inputting journals to

cuts of £9.9m after being advised by

reports from different commercial trials

submitting returns to the Department

KPMG to reconsider its spending plans

are accrued correctly. Forecasting is

of Health and presenting our

for 2018/19. KPMG’s advisory notice

important. We report against plan

financial position to the Research for

was issued in its role as auditor to the

and compare to the previous month’s

Development Impact (RDI) Committee.

county council, highlighting concerns

forecast, explaining what is different

about the authority’s proposed budget

and why. I meet regularly with budget

My advice to others starting out is

and over-reliance on the use of capital

holders so I know what is going on.

not to do anything before you are

receipts. The council’s cabinet agreed to

ready. The ACCA Qualification gives

close 21 small libraries, offering to hand

We are being asked to provide more

you more rounded knowledge, in many

them over to community groups to run;

reports to help senior managers with

areas. I think it is important to try to gain

remove all bus subsidies; freeze staff

their reporting to NHS Improvement,

an awareness of how all departments

pay; cut the trading standards budget by

which is demanding more from us. It is

work. I started out in payroll, and my

42%; reduce the highways maintenance

an ongoing battle to make sure we are

knowledge of this area still helps me to

budget; increase car parking controls;

where we are supposed to be, and we

do my job today.

and reduce councillor allowances.

My biggest professional achievement

NHS trusts fall short

to date has been gaining the ACCA

Deficits at NHS provider trusts are worse

Qualification. I also won PQ of the Year

than expected, with a combined deficit

in 2015 from PQ magazine.

of £1.28bn at the end of 2017, some

have to make sure we hit our control
total at the end of each quarter.

My biggest
professional
achievement has
been gaining the
ACCA Qualification.
I also won PQ of the
Year in 2015 from
PQ magazine

£365m worse than targeted. According
From April I am moving on to become

to NHS Improvement’s report on the

a directorate accountant at the Royal

financial state of NHS provider trusts:

Liverpool and Broadgreen University

‘This is attributable to a combination

Hospitals NHS Trust. This is a natural

of factors, including overspends on

progression, moving to a much larger

employee costs and non-pay costs

trust, with a £500m turnover.

of £701m (1.8%) and £292m (1.3%),
respectively. Part of the increase in

Outside of work I like to go to the

non-pay expenditure was for purchasing

gym. I also take my nephew to Everton

healthcare from non-NHS bodies.’

football matches.
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Back to basics
In the latest in our series of ‘all you needed to know but were too afraid to ask’,
Stuart Kerr offers guidance on monitoring e-commerce financials and performance
Accountants are used to the close

behind the more familiar ones and can

a tracking script to each load of a web

monitoring of financial/performance-

help explain what a business is doing

page (that is, each time a user visits that

related metrics as part of their

right or wrong online.

page) and to certain interactive page
events (such as changing an option on

job. With the digital economy and

The right data

a product). If this script is loaded more

of companies’ revenue every year,

To start with, it is important to ensure

than once – or not at all – or is reporting

web analytics software lets accountants

you are looking at the correct numbers.

incorrect data, the basis for all your

easily access some metrics that lie just

Web analytics packages work by adding

assumptions will be incorrect.

CPD

e-commerce becoming a bigger part

70
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You also need to ensure your traffic

turn the visitor into a customer by making

sources are tagged correctly. To be able

a purchase – and that isn’t something that

to calculate return on investment for a
paid search advertising campaign versus
a social media campaign, for example,
you need to be able to correctly identify
and split out users and sales from the
two sources.
If you have any doubts about your
data, an e-commerce consultant can
relatively easily examine your site and
let you know.

will generally happen if they leave the

A plummeting
conversion rate
or skyrocketing
bounce rate could
mean there is a
technical problem
with your website

website without any further interaction.
Again, while bounce rates vary by
industry, traffic source and so on, as a
mark of improvement you would hope
to see the rate decreasing compared
with a previous period; that would
indicate that your web team is doing a
good job in providing your customers
with what they are looking for.
Conversion rate, attribution and

Conversions

bounce rate are just some of the key

It’s all about conversion rate (the

packages will default to ‘last touch’,

metrics reported on in analytics, but

percentage of website visitors who

whereby 100% of the value of a sale is

there are many more. If your analytics

buy something on the site). Simply

attributed to the last channel that sent

platform is properly configured, it can

put, the conversion rate is the number

the purchaser to the site.

report on aspects including customer

of sales divided by unique visitors to

In the modern world of online retail

lifetime value, site loading speed,

though, things are rarely that simple.

customer demographics and a great

obviously better.

A customer may first arrive at your

deal more. You’d be surprised at the

website through a pay-per-click advert

value that one little tag on your website

industry and time of year (even the

on a search engine, then come back

can provide.

weather can have an impact), but

through a post on social media, before

generally if your web team is doing a

finally converting after going through

let you set up alerts to automatically

good job, you should expect to see this

a cashback website. Is it right that the

notify you should your conversion

rate improving. If not, questions need to

whole value of that sale is assigned to

rate plummet or your bounce rate

be asked.

the cashback site? Probably not, but it’s

skyrocket – something that could, for

difficult to tell at precisely which point

example, mean there is a technical

as the conversion rate falls; this happens

the customer decided on the purchase.

problem with your website. While

when more traffic is coming to the

There are several different models

IT and technical teams should be

site. However, acquiring more traffic

and technological solutions to track

keeping an eye on these things, often

will almost always cost money in some

and attribute value across the entire

this is not the case.

form. Conversion rate is therefore a

customer journey.

Conversion rates vary according to

Note that revenue can still rise even

CPD

your website. A higher conversion rate is

Most analytics packages will also

Digital analytics is a growing field,
and many larger organisations now

good overall metric, as it measures how

Bounce rates

have whole teams to monitor the

Similar to conversion rate, another

metrics that the site generates. But

you to split out your conversion rate

metric that can indicate how good a job

when looking at revenue and return on

by country, device (desktop computer,

your website is doing is its bounce rate.

investment, digging below the surface

mobile phone, tablet, etc), traffic source

This figure tells you the percentage of

can really help to explain the overall

and many other aspects. By doing so,

people who landed on a page of your

online financials.

it allows you to identify issues with,

website but took no further action –

say, a particular traffic source that isn’t

they either closed the browser or went

Stuart Kerr is managing director of

converting as well as others.

back to the search results.

HighPoint Digital

effective your website is as a sales tool.
Most analytics packages will allow

While a bounce can sometimes mean

Attribution

that the user found what they were

This leads us on to attribution –

looking for on the page they visited and

deciding which traffic source gets

then went about the rest of their business,

credited with the sale. Most analytics

in the case of e-commerce the goal is to

AB

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Walking the talk
One post-graduate course is getting students to live its lessons in real life,
teaching accountability and the importance of a holistic approach to business
For students at McGill

operates from a state-of-

top international business

course because those are the

University’s Desautels

the-art trading room on the

schools, based on its

kinds of skills you will need

Faculty of Management,

university campus, offering

rigorous curriculum and the

in the real business world

learning about investment

students the opportunity to

innovative programmes on

today.

is a serious business. Twice

gain practical experience

offer, but Bajeux-Besnainou

a week, the investment

using sophisticated

believes that what really

understanding what the HR

team of Desautels Capital

analytical tools, while also

sets the school apart is

or finance director do; it’s

Management meet to

introducing them to various

its focus on integrated

about understanding how

review the performance

aspects of running an asset

management, which is still

they view a problem. With

of its three funds, analyse

management firm.

unusual in business schools,

that understanding, you

as most teach business

are then able to address

market conditions and

While business schools

discuss potential new

often ‘have a system

administration from the

problems from multiple

investments.

where students give

perspective of specialisation

perspectives,’ she adds.

recommendations to manage

and disciplinary learning.

By most standards, the

In breaking down the

investment management

a pool of money, usually part

firm is small, managing

of an endowment fund, the

Bird’s eye view

is driving cross-disciplinary

US$4m in assets, but it

Desautels model is different’,

Celebrating its 10th

teaching, as well as

has the distinction of

explains Desautels’ dean,

anniversary this year, the

encouraging integrated

being run entirely by 72

Isabelle Bajeux-Besnainou:

Marcel Desautels Institute

research and outreach

selected students from

‘This is a registered

for Integrated Management’s

initiatives, while also

the Honours in Investment

investment company,

(a research centre within

emphasising collaborative

Management and the

with real money given by

the faculty) mandate is

problem-solving.

Masters of Management in

investors – usually alumni,

to develop an integrated

Finance (MMF) programmes

but not always. As such, the

approach to teaching

that to prepare students

at McGill University in

experience is very different

management that breaks

for the current digital and

Montreal, Canada.

because the students will

down disciplinary barriers

data-rich world, the school

see all of the aspects of the

and encourages more

needs to keep on its toes

investment company. It’s not

holistic thinking, which

and adapt its curriculum.

only about the

allows students to embrace

For example, in 2016, it

stock-picking,

problems from multiple

launched a business analytics

but also about

perspectives.

concentration to teach

Set up in 2009, Desautels
Capital Management

all of the back

MBA students
learn how to apply
data analytics
techniques
and tools to
drive business
performance

72

‘It’s no longer about

‘thinking silo’, the school

‘Traditionally, business

Bajeux-Besnainou believes

MBA students how to apply

office and being

management has been

data analytics techniques

accountable to

about teaching a set of skills

and tools to drive business

the clients.’

– accounting, finance, human

performance, transforming

resources, marketing and so

data into a strategic asset

Faculty of

on,’ says Bajeux-Besnainou.

that can be leveraged to

Management

‘But nothing in business now

make better managerial

has been

is siloed, and we believe it’s

decisions. ‘You are not going

consistently

important to start learning

to become a data scientist,

ranked one

different sets of tools at

but you will be able to gain a

of the world’s

the same time in the same

useful understanding of the

Desautels
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strategic use of analytics. It’s

projects, it’s really important

really about the translation

to the school that it has an

into business,’ she says,

international mix. The current

adding that the course has

MMF cohort is strong on

been very popular with

cultural diversity, with 16

students and that this skill

females and 26 males hailing

has become in high demand

from 11 countries, including

in the jobs market.

China, India, Indonesia and
Vietnam, and with a variety

Student attitudes

of academic backgrounds,

With 576 students applying

including those who studied

for the 42 places in the

accounting and business, as

MMF, the Desautels Faculty

well as law and medicine.

of Management is highly

As Bajeux-Besnainou says:

selective. While grades are

‘Their perspective is not just

obviously important, so is the

about their different areas of

prospective student’s overall

business depending on their

attitude. It’s obvious what

previous jobs, but they are

the professor is expected to

also bringing their different

bring to the classroom, but

cultural backgrounds to

the Faculty also wants the

the classroom, which is

student to bring something

extremely important in the

to the table and to share

learning experience.’

AB

their experience.
The school looks for
diversity while ‘crafting’

Sonia Kolesnikov-Jessop,
journalist

a class to make the
experience more
valuable to its
students. With a lot
of collaborative
work happening
on group
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New horizons
ACCA’s commitment to open access is demonstrated by the apprenticeship
opportunities on offer – from training programmes to levy funding options
Following last month’s

tailored version of this

National Apprenticeship

apprenticeship that meets

Week – the first since the

the standards required

new funding system was

for England, Scotland

introduced – it is already

and Wales, so employers

clear that the landscape

across the UK can access

of vocational education in

government funding to help

the UK has entered a new

them develop their team and

era. With more high- and

grow their business.
The Professional

degree-level apprenticeships
than ever before, routes in

Accountant Apprenticeship

to highly skilled, professional

is yet another platform
for the career launch and

careers are becoming
increasingly accessible.
Research from BPP

The Accounting Technician Apprenticeship provides
flexible, funded access to the ACCA Qualification.

The programme has
been mapped to ACCA’s

suggests that employers
in the financial services

employers can donate 10%

Technician Apprenticeship

professional qualification and

sector have made long-term

of their funding to another

(Level 4) in March 2017

the quotients it has identified

plans for apprenticeships.

business outside their payroll

under the new Trailblazer

as being essential to the

Responses indicate that

structure. Allocations could

standards. And with the

evolving profession.

employers have apportioned

be made to bridge skills gaps

launch of the Professional

their levy funding over

that support vital business

Accountant Apprenticeship

on the principle of open

a number of years, gradually

functions – for example, for

(Level 7) in November

access to the profession

increasing their spend to

those looking streamline

2017, ACCA is encouraging

for anyone of ability, and

recruit more apprentices.

processes with better

all businesses to take

in 2018 this maxim is alive

While 40% of respondents

reporting from clients or to

advantage of the opportunity

in our commitment to

were levy payers, an

support talent in innovative

that apprenticeship funding

apprenticeships as a parallel

overwhelming 96% planned

small businesses. The new

presents to compete for

route into the profession.

to spend their funding

allocation structure may also

new talent by offering

The funded programmes

allowances in the coming

suit levy-payers who face the

high-quality funded training

offer huge incentives for

years. Understandably, talent

expiry of their 2017 funds in

through the programmes.

those employers wishing to

and recruitment processes

April 2019 – see guidance on

will take time to evolve, and

levy transfers on page 54.

it is important that employers

ACCA’s Accounting

ACCA was founded

upskill existing staff as well

Technician Apprenticeship

as recruit new local talent

allows existing employees

to not only support the UK’s

explore which route best suits

High-quality training

and new recruits flexible,

social mobility agenda but

their business needs.

It is not too late for any

funded access to the ACCA

develop business leaders of

business to make the most of

Qualification. There’s a

the future.

However, for levy-payers

74

acceleration of top talent.

that have not yet actioned

the levy. For non-levy payers

plans on their spend, there

this comes at the minimal

is a new opportunity coming

fee of 10% of the training

over the horizon. From

and assessment costs. ACCA

this month, levy-paying

launched the Accounting

AB

More information
Email apprenticeships@accaglobal.com for details or visit
accaglobal.com/apprenticeships to register your interest
and be kept up to date with news and events.
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Elections to Council
Nominations are now invited for any ACCA members wishing to stand for
election to Council at the 2018 Annual General Meeting
Council is the governing

team, with governance

body of ACCA and so has a

of the process and

pivotal role in ACCA affairs.

performance management

Its remit includes:

provided by Council.

*

*
*
*
*

ensuring that ACCA

Whatever their

operates in the public

geographical or sectoral

interest and delivers the

bases, Council members

objectives stated in its

do not represent particular

Royal Charter

geographies or functions.

setting the overall

They are elected by the

direction of ACCA

membership as a whole.

through regular approval

Candidates in the Council

of ACCA strategy

elections come from all parts

ensuring that governance

of the world, from every

structures are aligned

sector of the profession, and

to the effective delivery

represent a wide range of

of the strategy

*

an ability to take a

words. Candidates are also

strategic and analytical

required to sign declarations

senior positions. Long-term

approach to issues and to

of their willingness to comply

engaging with ACCA

or technical experience is

see ‘the big picture’

with, and be bound by, the

members to explain and

valuable, but so is a proven

an understanding of

code of practice for Council

promote ACCA’s strategic

ability to actively participate

the business and the

members. Candidates will

direction

in strategic decision-making.

marketplace

again have the opportunity

*

communication and

to produce a short video

networking skills

in support of their election

*

an ability to interact with

statements. The videos will

peers and respect the

be posted on a dedicated

views of others

section of the ACCA website,

decision-making abilities

together with the written

an ability to act in an

statements and photographs.

acting on behalf of all

Council-level experience

*

members and of future

is not necessary, but an

generations of members

understanding of good

(today’s students)

governance is essential, and

providing an objective

personal and professional

environment for the

integrity must be of the

executive team to

highest standard. Experience

explore new ideas and

has shown that those

challenges.

candidates with a previous

in many different

Council service and the

Council and the executive

record of engagement in

environments

election process are available

team collaborate to devise

ACCA activities tend to stand

at bit.ly/ACCA-Elections,

ACCA’s strategy, which is

a greater chance of election.

*

planning and time
management

or you can request more

then approved by Council.

ACCA expects members to

information or submit queries

Delivery of the strategy is the

bring the following skills and

*

a willingness to learn and
develop.

via email, to secretariat@

responsibility of the executive

attributes to Council:

*

Diary date

*
*

ambassadorial role

Further information on

Anyone wishing to stand must

accaglobal.com quoting

be nominated by at least

‘Council elections’ in the

10 other members in good

subject box.

standing. Candidates should

The closing date for

ACCA’S Annual General Meeting this year will be held on

supply a head-and-shoulders

submission of nominations

15 November, in accordance with bye-law 44(a).

photograph and an election

is 15 August, in accordance

statement of up to 500

with bye-law 16.

AB
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Global studies
The University of London’s MSc in professional accountancy, developed in
partnership with ACCA, offers students a truly international outlook
Applications are now
open for the University
of London’s (UoL) MSc in
professional accountancy.
The course offered by
UoL, in partnership with
ACCA, is designed to
complement the ACCA
Qualification and help
students develop the
commercial, strategic
and creative skills and
global perspective
needed to succeed
in today’s fast-paced,
interconnected world.
The MsC in professional accountancy offers ACCA
members 40 units of CPD for one year.

Shagufa Jamaldeen FCCA,
an ACCA member for over
20 years, completed the
course with distinction in

this is the programme to

frameworks of finance, and

are facing in the workplace.

under six months. ‘If you

pursue,’ she says.

is immediately applicable to

As a result of pursuing this

the working environment.

degree, I am able to look

are looking to pursue a
master’s programme with

New frameworks

Meanwhile, the Strategic

at these workplace issues

a global perspective that

UoL recognises ACCA

Financial Project module

from a global, “macro” point

is relevant to accounting

exams as counting towards

teaches business research

of view.’

and finance professionals,

the course, so a qualified

skills and how to apply

and awarded by a well-

ACCA member only has to

them to a simulated, real-

Make it count

recognised university, then

complete one module and

world accounting and/or

The MSc in professional

finance challenge.

accountancy also contributes

one project

A qualified ACCA
member only
has to complete
one module and
one project to
achieve the MSc
in professional
accountancy

to achieve

Jamaldeen says that

the MSc in

the programme was well

requirement, with one hour

professional

developed and highly

of learning equivalent to

accountancy.

relevant, adding that ‘it

one CPD unit. In total, the

focuses on current topics

whole MSc course offers 40

Global Issues

to ensure that accountants

units of CPD for one year.

for the Finance

get a global perspective,

Members can also carry

Professional

and addresses global issues

forward 21 verifiable units to

is designed

that finance professionals

the next year.

The module

to give
students an
understanding
of the new

to members’ annual CPD

AB

More information
Find out about this opportunity for ACCA members, and
the July 2018 sessions, at accaglobal.com/msc
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Celebrating excellence
ACCA and AccountingWeb announce the Accounting Excellence programme,
recognising success across the accounting profession through events and awards
and the learning can be

webcast will be expanded

are partnering up during

Excellence Talks session in

applied in the workplace.

on in a series of further

2018 to tackle some of the

February, host John Stokdyk

In addition, the key themes

articles and podcasts, at

biggest issues affecting the

was joined by tax lecturer

that come out of each

accountingweb.co.uk

profession, running a series

Rebecca Benneyworth,

of free, educational, online

practitioner Fiona Fraser and

broadcasts – Accounting

Intuit’s Nick Williams, as they

Achieving recognition

Excellence Talks.

discussed the challenges

The Accounting Excellence Awards, now in their eighth

facing accountants in the

year, celebrate the achievements of ambitious growth-

discuss a range of hot topics

area of digital tax. The panel

orientated firms and technology suppliers. The 2018 awards

for professional accountants.

covered a range of topics,

will be presented at a ceremony on 20 September at the

Available in live stream and

and included tips and tricks

Intercontinental London Park Lane.

on-demand, the broadcasts

on how to tackle issues such

are designed to inform

as incorporation, accounting

and empower accountants

and expenses options, VAT

across all sectors and

and Making Tax Digital.

ACCA and AccountingWeb

Each month experts will

disciplines.
Attendees will be given

In the first Accounting

The second session, in
March, covered reclaiming

practical takeaways to put

VAT, recovering VAT

into action and help tackle

expenses, and how

critical business challenges.

accountants can lower costs

The series also provides

and help their bottom line.

insights and inspirational
content supported by

Attendees can claim one
hour of verifiable CPD for

real-life case studies from

each talk they attend, where

accountancy firms.

it is relevant to their role

AB

This year the awards are broken down into three categories:

*

Practice – accountancy firms that have forward-looking,
innovative ways to grow and are pushing the standards
of excellence

*

Software – technology providers that go above and

*

Finance awards – brand new for 2018, recognising

beyond in supporting firms in their growth plans
the contribution business finance teams are making
across the UK.

More information
Register to attend live or watch on-demand via the
Accounting Excellence website accountingexcellence.co.uk
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Upcoming events
ACCA has a broad programme of over 200 events and webinars this year, providing
members with CPD, technical updates and excellent networking opportunities
Events

Cyber and fraud risks
12 April, Leicester, free

Hedging and FX risk

When businesses move

10 April, London, free

online, cybercrime become

In a global economy, foreign

a significant business risk

markets are seen as the best

– and in some industries,

growth option for businesses

the dominant business

of all sizes. A successful

risk – faced by boards of

internationalisation strategy

directors and shareholders.

requires full control over

There have been many high-

foreign currency risk.

profile, expensive hacks and

Managing currency risk

many reputations trashed.

manually is already a

There is also increasing

challenge, but when coupled

regulatory pressure. During

with hedge accounting

this session, Barclays Digital

it becomes an enormous

Engagement Team will offer

burden for companies

practical advice.
hosted by Apple business

requirements will stay the

teams. Toni Rami, COO

Technology in business

pro Aaron Gopinathan and

same, the GDPR requires

and co-founder at Kantox,

ACCA is holding five

Apple Solutions engineer

other things to be done

explains the importance of

workshops at Apple’s Covent

Jim Cracknell. Topics

differently, and other duties

automation in minimising FX

Garden store in London.

include new ways to work

are imposed for the first

volatility and applying hedge

The events, tailored to

with iPhones and iPads,

time, as well as a new

accounting seamlessly.

different entities, will be

getting started with Apple

maximum €20m fine. Attend

programs, evaluating

this event to ensure your

your iOS infrastructure

organisation is prepared.

with limited treasury

The race for relevance

and understanding Apple

Change is not just coming, it’s already here and the rate of

deployment models.

Social media for accountants

change is growing exponentially. Whatever the size of the

*

17 April, SMEs (under 50

24 April, Dundee, free

employees)

Social media can be scary,

*
*
*
*

18 April, large companies

but it can also be a highly

19 April, banking sector

cost-effective marketing tool.

24 April, insurance sector

This introduction to social

25 April, education and

media for accountants is

charity sector.

suitable for technophobes

business, technology change is having an impact. Recent
research from ACCA, The race for relevance, highlights
opportunities that challenge traditional ways of working.
Companies that leverage new technology well are going
to win big in business. By 2020, analyst Forrester expects
organisations to gain US$1.2 trillion in business from their

and tech-savvy alike.

slower-to-adapt peers. How can the accounting professional
GDPR

Whether you are looking to

23 April, Denbighshire, free

take the stress out of starting

May FCCA, a solution consultant for software developers

General Data Protection

a social media account or

BlackLine, will explain how he is helping his peers to thrive in

Regulation (GDPR) is

want to take your current

this age of change.

effective from May. While

content to the next level, this

some data management

presentation will set things

influence this today?
At this free evening event in London on 25 April, Josh

80
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out simply and in a language

including new technology,

you can understand.

greater regulation, demands
from stakeholders for

Impact of data on business

better and predictive

25 April, Exeter, free

assurance, new business

Accountants and finance

models and the advent

professionals have always

of artificial intelligence.

been right at the heart of

Internal audit needs to

data-related work. Now, as

continue to develop agility,

the data revolution causes

integration, transparency

huge shifts in the data

and a prognostic approach,

landscape, the very nature

and demonstrate its value to

of the finance profession is

stakeholders. This the event

being significantly affected,

will explore these ideas.

and new data-related

Accountex 2018
In such a competitive world it is essential to keep your finger

skills are being sought.

David Parmenter masterclass

on the pulse and stay up to date with the latest accounting

This session will cover

19-22 June, London, £550

news, products, services and technology. Accountex will have

how to manage data, data

Renowned speaker David

all of this under one roof at London’s ExCeL on 23-24 May.

minimisation and GDPR, and

Parmenter returns to host

tools for analysing data.

three masterclasses that will

dedicated to the profession, covering accountancy, finance,

This is the UK’s largest exhibition and conference

address key issues to help

tax, regulation, marketing and technology. Attendees can

Data analytics

make your business better:

build their own agenda at the show, choosing from the

26 April, Cambridge, free

*

Rapid month-end

180 CPD-accredited seminar sessions in the education

reporting – by day three

programme, networking with 7,000 professionals and

or less (19 June)

accessing technology providers from over 200 exhibitors.

Today’s accountants are
in the privileged position
of having access to large
volumes of data from many

*

sources. They need to
disseminate data analytics
across a business or client

*

base to enable connectivity

To register, visit accountex.co.uk and use the code

Transforming your
enterprise with winning

ACCA103. The event is free if you register online in

KPIs (21 June)

advance or £25 on the door.

Lean best practices to
transform your finance
team (22 June).

and the sharing of decision-

*

business – GDPR, bitcoin

of four webinars entitled

and fintech.

‘Big data and how to use it’,

making tools, while also

Channel Islands conference

Attend the whole conference

with different speakers for

being the integrator. Find

13-15 June, Guernsey, from

on a residential or non-

each session.

out more about why data

£607 non-residential, £765

residential basis, or book

analytics is the tool to

residential

individual sessions. For

big data is, the legislation

automate reporting, share

An expert panel of speakers

more information, email

around it including GDPR,

analytics, improve accuracy

will provide insights on

professionalcourses@

assurance from an audit

and leverage data so it is in

current business practices,

accaglobal.com

perspective, and how

the hands of the decision-

accounting, taxation and

makers in real time.

leadership skills, with

internal audit can use data

Webinars

to provide assurance.

*

accounting: IFRS and

Big data

watch live or register to

FRS 102

ACCA UK’s Internal Audit

watch on demand via bit.ly/

*

taxation: Guernsey,

Network is running a series

bigdatawebinars.

*
*

Guernsey and Jersey law

Members can either

sessions covering

Professional courses
Internal audit conference
15 May, Birmingham, £209,
or £189 before 15 April
Internal audit is facing
increasing challenges,

The webinars cover what

Jersey and the UK
leadership, professional
development, wellbeing

AB

More information
Use the CPD Resource finder to search for events listed
here, at bit.ly/ACCA-CPD1
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Speaking up
High-profile whistleblowers will be among the speakers at this
year’s World Congress of Accountants, sponsored by ACCA

Editor-in-chief
Jo Malvern
joanna.malvern@accaglobal.com
Asia editor
Colette Steckel
colette.steckel@accaglobal.com

Two high-profile
whistleblowers are in the
line-up of speakers at the

International editor
Annabella Gabb
annabella.gabb@accaglobal.com

2018 World Congress of
Accountants in November.

Ireland editor Pat Sweet

Michael Woodford, the
British former Olympus CEO

Digital editor Jamie Ambler

who exposed a £1bn fraud

Video production manager
Jon Gilmore

at the Japanese camera

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

manufacturer, and Sylvain
Mansotte, the whistleblower
who uncovered A$20.7m
fraud by a senior manager
at Leighton Contractors in

Michael Woodford, former CEO of Olympus, speaks to the
media in 2012 after exposing fraud at the company.

Australia, are among the

Design manager Jackie Dollar
Designers Bob Cree, Suhanna
Khan, Robert Mills

keynote speakers at the

how significant social,

sponsors of the event,

Production manager Anthony Kay

event, taking place in Sydney,

political and technological

and will be showcasing

Australia on 5–8 November.

changes call for decisive

key research and working

Advertising
Daniel Farrell
daniel.farrell@educate-direct.com
+44 (0)20 7902 1221

leadership, grounded in

alongside strategic alliance

in with the WCOA’s theme,

values such as integrity, trust

partner, CA ANZ. ‘I’m

Global Challenges/Global

and honesty.

thrilled that ACCA will

Their presentations will tie

Leaders, which addresses

Congress themes

*

82

AB UK Edition
April 2018
Volume 21 Issue 4

Also on the guest list are

again be taking part,’ said

Niall Ferguson, professor

ACCA chief executive

of history at Harvard

Helen Brand.

University; Rachel Botsman,

‘I’m sure 2018’s congress

expert and author on

will inspire delegates

interest and contributing

collaboration and trust;

and create discussions

to prosperity

Wendy Addison, CEO of

to help us all to deal with

*

Building confidence in

consultancy SpeakOut

the demands placed on

financial advice

SpeakUp; Janelle Hopkins,

the profession.’

*

Embracing disruptive

finance transformation

technologies

expert and group CFO at

explored during the four-

*

Integrated reporting and

Australia Post; and professor

day event – see panel, left.

transparency

Ian Williamson, dean of

Within these, topics up for

*

Safeguarding the future

commerce and global people

debate include blockchain,

of the accounting

management expert at

big data, sustainability,

profession

Victoria Business School.

artificial intelligence and the

*
*

Ethics and integrity – the

challenges of leadership
core of the profession

ACCA is one of the gold

Printing Wyndeham Group
Pictures Getty

Protecting the public

Addressing the

Head of ACCA Media
Chris Quick
chris.quick@accaglobal.com

Seven key themes will be

future of work.
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More information
For details of the November event and how to register for
your place, visit the website wcoa2018.sydney
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