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New year, new challenges 
Is your business ready?

Technology, the global economy, 
politics, legislation, cyber security, 
risk, climate – all of these factors 
are forcing reappraisal of business 
processes, people and services. The 
finance and accounting function 
sits at the very centre of these 
transformative challenges, and how 
it adapts to them will be critical.

At ACCA, we have always looked 
ahead to anticipate change and 
understand its impact on business, 
finance and accountancy. Now we 

are starting to work in partnership 

with businesses around the world 

to support them in preparing for 

that change.

We have looked at 10 major drivers 

of change and asked members 

and employers to explore just how 

ready their businesses are to cope 

with them.

Use our interactive tool to assess 

your readiness for the challenges 

below:

• blockchain and its impact 
on audit

• the great AI takeover

• the new skills gap

• the rising importance of ethics

• China’s Belt & Road initiative

• the impending talent crisis

• coping with unmet  
training needs

• cross-border business and a 
global economy

2019 heralds another 12 months in which change will only accelerate. 
The speed of change and the impact it’s having on how businesses 
operate are increasing. 

www.accaglobal.com/readiness

Is your business ready?

www.accaglobal.com/readiness


Welcome
Looking ahead is key to the success of the finance function as professionals must be 
prepared to rise to the challenges and opportunities that 2019 will bring

discussion intensified when Interserve’s 

rescue plan hit the news as AB went to 

press. Read Jane Fuller’s view of how the 

government could address what seems 

increasingly to be an unsustainable 

outsourcing model, on page 29.  

We continue our look ahead in our 

coverage of the World Congress of 

Accountants, held last November in 

Australia. Trust, emotional intelligence, 

technology and sustainability were 

identified as key issues in the coming 

decade. Read more on pages 36, 38, 76 

and 82, including ACCA’s cutting-edge 

research and exciting partnerships.

Our cover story this month features 

Sathyapal Nair FCCA, FD of the Shangri-

La Hotel. If you’re not in the market for 

the £11,000 suite, or even a basic room 

at £400, you can read about the luxury 

brand and its efforts not only to serve 

the jet-set but to integrate into its local 

London community, on page 12.

And with that, I wish you a happy, 

successful and rewarding new year. AB

Jo Malvern, editor

joanna.malvern@accaglobal.com

The start of a new year often brings a 
sense of anticipation: what lies ahead 
in the coming months and how might 
we navigate the challenges – and 
opportunities – they bring? And this is 
especially the case as we enter 2019 
with the ongoing Brexit uncertainty. 
This edition we focus on the changes 
to come that are easier to foresee and 
prepare for. We’ll return to Brexit in 
future editions when we can hopefully 
offer more constructive guidance.

The challenges around the future of 

audit continue into this year, with several  

consultations reporting back imminently. 

We look at the various responses, 

including ACCA’s, and suggestions for 

how to reform the market, on page 68. 

And on page 30 columnist Robert Bruce 

gives a personal view of this contentious 

area that regulators and the profession 

have long struggled to resolve. 

Another issue rumbling on into 2019, 

and quite likely to for some time to 

come, is procurement in the public 

sector – a topic addressed in some 

detail in ACCA UK’s public sector 

conference (see pages 24 and 70). The 

Our alliance with CA ANZ
More about ACCA’s alliance with Chartered 
Accountants ANZ: accaglobal.com/alliance

Leadership
President: Robert Stenhouse FCCA
Deputy president: Jenny Gu FCCA
Vice president: Mark Millar FCCA
Chief executive: Helen Brand OBE

Member services
ACCA office details, page 82 
ACCA Connect: +44 (141)582 2000
members@accaglobal.com
accaglobal.com/members

About ACCA
ACCA (the Association of Chartered 

Certified Accountants) is the global 

body for professional accountants. It 

offers business-relevant, first-choice 

qualifications to people of application, 

ability and ambition who seek a 

rewarding career in accountancy, finance 

and management. ACCA supports its 

208,000 members and 503,000 students 

in 179 countries. accaglobal.com

Accounting and Business
The leading monthly magazine for 

finance professionals, available in seven 

different versions: China, Ireland, Malaysia, 

Singapore, UK, Africa and International.

* Magazine contacts, page 82

* Available in app and pdf

* AB Direct: weekly news bulletin

AB is circulated to all members in print 

and digital formats. ISSN No: 1460-406X 

More at accaglobal.com/ab
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A photo of a squirrel 
doing the splits by Geert 
Weggen was among the 
winners of the Born Free 
Foundation’s Comedy 
Wildlife Photography 
Awards. Despite the 
humour, the awards aim 
to highlight the serious 
issue of conservation.

EY is sponsoring a major 
Van Gogh exhibition in 
London this year. The 
exhibition, which focuses 
on the artist’s links with 
the UK, will open in 
March at Tate Britain. 
EY’s current partnership 
with the Tate has been 
going since 2013. 

Ariana Grande was 
named as Spotify’s most 
streamed female artist 
in 2018, with 3 billion 
streams around the world, 
while Drake came top 
overall, with 8.2 billion. 
Grande was estimated to 
be worth around US$45m 
(£35m) in 2018.

Sky is to cease funding 
Team Sky – which has won 
six Tours de France with 
British cyclists – at the 
end of this year. All Sky’s 
commercial partnerships 
have been under review 
since Comcast’s US$30bn 
takeover of the pay-TV 
broadcaster.
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Profession gathers for World Congress
Over 5,000 professional accountants from around the world 

gathered for the World Congress of Accountants in Sydney in 

November. Held every four years, the event looks at big issues 

facing the profession. This year topics included technology 

and the finance function, building public trust, sustainability 

and the next generation of professional accountants. ACCA 

launched a major report, Emotional quotient in a digital age, 

looking at the increasing important of emotional intelligence 

for accountants. Speaking at the event, former secretary-

general of the United Nations Ban Ki-moon called on 

accountants to unite to combat climate change. ‘Peace and 

justice can only be established when everybody’s activities are 

accountable and transparent,’ he said. ‘You are accountants. 

This word comes from “accountability”. So let’s work together 

to make this world better.’ See more on the World Congress of 

Accountants on pages 36, 38, 76 and 82.

Ban Ki-moon called on 
accountants to unite to 
combat climate change.

News in brief
This edition’s stories and infographics from across the globe, as well as a look 
at the latest developments and issues affecting the finance profession

Auditors’ role
Half the UK public believe 

auditors have responsibility 

for preventing company 

failures, according to a survey 

conducted by ACCA. It also 

found 41% expect auditors 

to always detect and report 

to the audit) to the FTSE 

350 companies we audit’. 

Meanwhile, KPMG UK grew 

revenues by 8% to £2.3bn in 

the year ending September. 

Underlying profit rose 18% 

to £356m. Deal advisory 

revenues rose 14% in the 

year; tax, pensions and legal 

services grew 7%; consulting 

revenues increased 5%; and 

audit 8%. 

More CFOs fined 
HMRC fined 125 CFOs and 

senior finance executives in 

the 2017/18 year, up from 115 

in 2016/17, law firm Pinsent 

Masons has reported. Retail 

is the most affected sector. 

Pinsent Masons’ partner 

Jason Collins said: ‘Finance 

directors need to be aware 

that they are personally in 

the tax authority’s sights if 

their businesses make errors 

in accounting.’

GT investigated 
Grant Thornton is being 

investigated by the Financial 

Reporting Council (FRC) over 

its audit of Patisserie Valerie’s 

parent company, Patisserie 

Holdings Plc. The FRC is also 

investigating the company’s 

former CFO, Christopher 

Marsh. A spokeswoman for 

Grant Thornton responded: 

‘I can confirm we have 

received a letter from the 

Financial Reporting Council 

fraud, while 65% want the 

audit role to evolve to 

prevent company failures. 

Andrew Gambier, ACCA’s 

head of audit and assurance, 

said: ‘The profession has 

long spoken about the 

expectation gap in audit, 

and our research shows 

it has failed to close that 

gap. It is clear that further 

education on the auditor’s 

role is required, backed by 

a proactive approach by the 

profession to address the 

public’s concern.’ See page 

68 for more details.

Haddrill to leave FRC
Stephen Haddrill will 

step down as CEO of the 

Financial Reporting Council 

(FRC) at the end of this year. 

The exact date will depend 

on the outcome of Sir John 

Kingman’s review of the FRC, 

the search for his successor, 

and any agreed transition 

period associated with that 

appointment. See page 68 

for more on reviews of the 

audit market.

KPMG’s conflicts
KPMG has decided to act 

unilaterally to end potential 

conflicts of interest between 

its audit and consultancy 

work for FTSE 350 clients. 

In a leaked memo to the 

firm’s partners, chairman Bill 

Michael said that the firm 

was ending arrangements 

where there might be 

’even the perception of a 

possible conflict’ and was 

‘currently working towards 

discontinuing the provision 

of non-audit services (other 

than those closely related 
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Lords call for MTD delay
The introduction of mandatory Making Tax Digital (MTD) 

for VAT should be delayed until at least 2020, proposes the 

House of Lords Economic Affairs Committee. It concluded that 

the costs to businesses will be far more than HMRC’s impact 

assessment and that only HMRC believes a million businesses 

will be ready for MTD for VAT in April. Lord Forsyth of Drumlean, 

chairman of the committee, said: ‘HMRC are not listening to 

small businesses, while offering a six-month deferral to many 

in the public sector. Small businesses will not be ready for 

this significant change to their practices if it is introduced on 

1 April, particularly with Brexit taking place three days earlier.’

informing us of its decision to 

commence an investigation, 

and we will, of course, fully 

co-operate in this matter.’

Firms’ new leaders
Dave Dunckley has been 

elected Grant Thornton 

UK’s new CEO, taking over 

from the deposed Sacha 

Romanovitch. Dunckley 

joined Grant Thornton in 

1998 and is a member of its 

strategic leadership team. In 

other leadership news, EY’s 

global chief executive and 

chairman Mark Weinberger 

it to step down from July. He 

has held the position since 

2012 and has been a member 

of the EY global executive 

team for 10 years.

‘Too many errors’
There are too many basic 

accounting errors, claims the 

Financial Reporting Council 

(FRC) in an open letter to 

finance directors and audit 

committee chairs. It called 

for improvements in key 

areas of corporate reporting, 

including accounting 

judgments and estimates, 

and in how companies 

apply the principles of the 

UK Corporate Governance 

Code. The letter follows an 

FRC review of corporate 

governance and reporting.

Pre-pack warning
Pre-pack procedures are 

being used to avoid pension 

and tax liabilities, with trade 

creditors using them to 

jump the liquidation pecking 

order. The claim was made 

by the Pre Pack Pool, which 

accounting roles in the UK in 

2017: 432,000 were employed 

as in-house accountants 

while 181,000 worked as 

accounting professionals in 

practices. The profession 

generated an estimated 

£8.9bn in tax revenue, or 1.5% 

of all HMRC receipts in 2017. 

Industry procured £17.7bn 

in accounting services, 

equivalent to 1.1% of all B2B 

operational purchases in 

2017; £610m of accounting 

services were imported. 

The UK exported £3.1bn 

of accounting services in 

2017, equivalent to 11% 

of all professional services 

exports. Listen to Robert 

Bruce’s podcast on this at 

accaglobal.com/ab/podcasts.

was established in 2015 to 

provide opinions to creditors 

on pre-pack procedures, 

and of which ACCA is a 

member. ‘HMRC debts were 

invariably the highest of the 

unsecured creditors’ said 

Pre Pack Pool director Stuart 

Hopewell. ‘Given this, it is 

disappointing that HMRC, 

despite invitations, declines 

our efforts to get them to 

engage with us.’

Public opportunities
The public sector provides 

better access for accountants 

from disadvantaged 

backgrounds, according 

to ACCA research. 

Findings were based on a 

worldwide survey of more 

than 1,300 ACCA students 

and members working in 

the public sector. While 

two-thirds of respondents 

working in the public 

sector started their ACCA 

Qualification when they 

were aged 26 or older, 

respondents in non-public 

sectors were more likely to 

pursue it aged between 18 

and 22. More on page 24.

Accountancy’s £59bn
The UK accountancy 

profession contributed 

£59bn to GDP in 2017, 

according to research from 

the Consultative Committee 

of Accountancy Bodies. Over 

£20bn was generated by the 

activities of the accounting 

industry, with a further 

£38bn coming from in-house 

accountants working within 

corporates. Around 613,100 

people were employed in 

Alibaba agreement
Alibaba Cloud Computing 

and ACCA have signed an 

exclusive agreement that 

will see a closer working 

relationship on course 

development, research 

and professional insights 

during a time of digital 

transformation. The 

agreement was signed at the 

China International Import 

Expo (CIIE) in November by 

Helen Brand, ACCA’s chief 

executive, and Liu Song, vice 

president at Alibaba Cloud 

Computing. ACCA was the 

Department for International 

Trade’s official partner at the 

Shanghai event. AB

Paul Gosling, journalist
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CVi

2017–present
Director of finance, 

Shangri-La Hotels and Resorts

2015–17
Group finance director, 

TDA Capital 

2010–15
Cluster finance director, 

Hilton Hotels 

2010
Management accountant, 

Tradition Financial Services

2008–09
UK financial controller, 

KFG Restaurants

2002–08
Director of finance roles in 

Marriott Hotels in London 

and Mumbai

1996-2002
Finance roles at Marriott in 

the US and Dubai

1993–96
Senior accountant, Abjar 

Hotels International, Dubai

View from the top
A career in the hospitality sector has taken FD Sathyapal Nair FCCA around the world 
to the luxury Shangri-La Hotel, high in the towering pinnacle of London’s Shard

The Shard, built on the site of 
Southwark Towers, PwC’s former 
24-storey London home on the 

south bank of the Thames, was already 
one of the most recognisable buildings 
in the country by the time it opened in 
2013. At just under 310 metres high, it is 
the tallest building in the European Union 
(it can be seen from 25 miles away), but it 
is the striking glass design by the Italian 
architect Renzo Piano that really sets it 
apart. It may not be to everyone’s taste, 
but it certainly grabs your attention.

The building has had a rocky history. Its 

development was opposed by a number 

of heritage groups, there was a three-

year delay in opening, and the 10 luxury 

apartments (£50m each, if you’re interested) 

at the top of the building are still unsold. 

But the view on a good day – in every 

direction – is staggering. 

On floors 34 to 52 of the skyscraper, the 

Shangri-La hotel makes full use of this huge 

asset, with every one of its 202 rooms and 

suites, not to mention four restaurants and 

bars, wrapped in floor-to-ceiling glass. It is 

quite the workplace for the hotel’s director 

of finance, Sathyapal Nair – although he is 

quick to point out that much of the finance 

function’s work takes place at the business’s 

less vertigo-inducing administration offices 

on the ground floor.

Lap of luxury
This is the Shangri-La group’s first hotel in 

the UK and one of only three in Europe. 

The Hong Kong-based company, which 

has more than 100 hotels and resorts (operating under four 

brands) in 22 countries, predominantly in south-east Asia, 

took a 30-year lease on 19 of the Shard’s 95 floors when the 

building opened. The emphasis is firmly on luxury: rooms 

start at around £400 a night, rising to £11,000 or so to sleep 

between the 1,000-thread-count sheets at 

the Shangri-La suite.

Opening a new hotel as part of an iconic 

Asian brand, in an iconic London building, 

was a significant step for the Shangri-La 

group, with no guarantee of success in 

the highly competitive London hospitality 

market. ‘We are a flagship property for 

the group, very high profile,’ says Nair. 

The pressure for the hotel to be a financial 

success in difficult conditions must be 

intense. So far, the Shangri-La At The Shard 

has not made a profit, although room 

occupancy rates have been steadily rising 

and stood at 79% in 2017. 

While Nair reports to the group CFO 

in Hong Kong, the hotel at the Shard 

is, essentially, an autonomous business. 

‘It’s what I would call a self-accounting 

property,’ he says. ‘I am responsible for all 

the finance work here, including tax returns 

and the statutory audit. My typical day is 

like a meze plate, a little bit of everything.’ 

He runs a finance team of 13 in London, 

including three who work on procurement. 

‘Everyone in the team participates in 

everything we do, though. I want to 

give them all exposure to all parts of the 

business. It’s good for them, and it’s good 

for the function too: if someone goes on 

holiday, there is always someone there who 

knows how to do their work. I see us as a 

Formula One team – I might be the driver 

but it takes all of us to win a race.’

Nair’s focus since joining the hotel has 

been firmly on controlling costs and driving 

up revenue. He has had visible success: 

revenue from rooms increased 11% between 2016 and 2017 

(to US$29.3m) and the two critical measures of success in the 

hotels sector – average daily rate and revenue per available 

room – rose by 6% and 11% respectively over the same period. 

Even so, the hotel still made a net loss of US$15.2m in 2017. 
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Basicsi

US$2,189.8m
Sales for the whole of the 

Shangri-La group for the 

year ended 31 December 

2017

US$29.3m
Revenue from UK rooms in 

2017

US$17.4m
Revenue from UK food and 

beverage in 2017

425
Number of employees at 

the Shangri-la Hotel At 

The Shard

But its finance director is confident. ‘We 

have a strong focus for the next few years 

and we have support from head office.’ 

Nair is clear about the Shangri-La’s unique 

selling points. ‘We have a great location 

in a very vibrant neighbourhood, we have 

excellent and friendly service, and we don’t 

compromise on quality,’ he declares. ‘We 

make sure we buy the right products, good-

quality products, and if that affects the 

bottom line, so be it.’

The priorities
Controlling costs and maximising revenue 

– within the constraints of maintaining 

the high levels of quality and service that 

guests expect – have been the priorities. 

‘We’ve managed to make some significant 

cost savings – of between 2% and 3% – by 

making better decisions,’ Nair says. ‘The 

volume of products that we buy helps.’ 

He has been forensic too about managing 

revenue, questioning the profitability of 

every decision. ‘I like to challenge everyone 

on how they are spending money, and 

how it’s helping the business,’ he explains. 

‘I’m always asking them about the return 

on investment and how it’s helping the 

business – if you’re spending a pound on 

this, what will you get back?’

The challenge has been finding ways to 

encourage staff across a wide range of roles 

to focus on revenue, in an accessible way.   

‘I like to ask people to think small and only 

look at the bigger picture at the end of the 

month,’ he says. ‘So, for example, I often 

set them daily targets – I tell them that if 

you bring in this amount every day, you will 

be fine. It helps people to see the possible 

in every situation.’ 

It is a strategy that has worked well. When 

‘a new concept’ was introduced for the 
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myself in the hospitality sector by accident,’ he says. He 

soon realised, though, he had stumbled across a business 

environment that was perfect for him. ‘I like to work with 

people, and the really good thing about hospitality is that you 

get experience and knowledge of a lot of business areas, such 

as sales and marketing, at the same time. I like to learn how 

the whole business works, to contribute and ask challenging 

questions. That job in Dubai made me want to pursue a 

career in hospitality.’

It was a decision that has since taken him all over the world. 

He moved to the Marriott International group in 1996, working 

in Dubai, the US, Mumbai and London, before heading to 

Hilton Hotels, where he was finance director of the group’s 

Gatwick and Brighton hotels. 

Keen to keep his accounting knowledge up to date as he 

travelled, he qualified as a US CPA in Colorado in 2002 and 

with ACCA in 2006. ‘Finance skills are very transferable in the 

hospitality sector because hotels are the same everywhere in 

the world, but the approach to accounting is different in each 

country, so I wanted to learn more.’

While in previous roles he was 

responsible for multiple hotels 

simultaneously, looking after the 

Shangri-La feels like a much bigger 

job. ‘It’s very busy,’ he says. ‘I often 

find myself here at weekends.’ 

The hotel’s operating lease means 

that there are landlords and building 

owners to deal with (the Shard is 

95%-owned by the state of Qatar), 

adding further to the complexity.

The hotel is keen to be part of the 

local Southwark community rather 

than just literally rise above it, and 

sources as much as it can from the 

famous Borough Market across the road, which is itself a big 

tourist attraction. ‘We want to support local vendors as much 

as possible and they keep their prices competitive for us, Nair 

explains. ‘We have a vested interest in the market and they 

have a vested interest in us.’

Next year will see the start of a capital expenditure plan to 

keep the hotel up to date. ‘That’s very important for us. We 

want to be one of the best and create a real presence in the 

London market. It’s an iconic building. People come here to 

propose, to get married, to celebrate birthdays and other 

events. They are occasions that they want to remember for the 

rest of their lives, so everything has to be right.’ AB

Liz Fisher, journalist

bar at the ground-floor entrance 

to the hotel, the team responsible 

for running it came up with a range 

of promotions that helped them to 

meet their daily targets, resulting in a 

significant increase in revenue.

Early starter
Nair joined Shangri-La in May 2017, another step up in a 

successful career in hospitality that has taken him from India to 

the US and Europe. He had a talent for maths and, it seems, 

for commerce from an early age. ‘My parents used to tell me 

to save my money and look to your future, so I always took 

care to save up my pocket money,’ he says. When his aunt 

and uncle needed to borrow some money from the family 

it was the young Nair who lent it to them – at, he adds, a 

competitive rate of interest.

After qualifying as an accountant in India in 1990, he took 

a post as senior accountant with Abjar Hotels, which owned 

the Sheraton, Ramada and Renaissance hotels in Dubai. ‘The 

opportunity came up and I took it, so I could say I found 

‘People come 
here to propose, 

to get married, to 
celebrate birthdays, 

so everything has 
to be right’
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It’s these advantages and others, 
powered by new technology, that are 
generating true ‘light bulb’ moments  
for businesses. 

One of the biggest realisations is that  
the accounts payable function can be 
repositioned as a revenue and profit 
generating centre.

Efficiencies in payments
Virtual card payments can deliver many  
of these ‘eureka’ moments. Barclaycard 
Precisionpay brings greater flexibility, 
increases control and builds trust among  
all parties, while also providing integration 
with procurement solutions and  
automatic reconciliation.

“Precisionpay enables shift reconciliation  
of all payments against invoices,” explains 
Maria Parpou, Product Director, Barclaycard 
Commercial Payments. “Instead of lumping 
payments together, with Precisionpay  
each invoice is paid separately and given a 
unique payment reference for automatic 
reconciliation.”

There are several other ways in which 
finance teams can benefit, including 
onboarding new suppliers. 

Automation, machine learning, artificial 
intelligence and blockchain could transform 
large organisations. Whether that means 
cutting costs, driving efficiencies, 
accelerating core tasks or helping to 
eliminate fraud, the potential for new 
technology to provide innovative solutions 
to common problems is vast.

These technologies are also fuelling 
innovation within business functions. 
Treasury, finance and procurement are 
already undergoing incredible change,  
and there are enormous possibilities for 
new ways of thinking about how they  
can operate more effectively.

Amid this revolution, payments is an area 
where innovation has, in the past, fallen 
behind. But it’s now racing ahead, and 
businesses are reaping the rewards.

Key stakeholders within organisations  
are discovering how payment innovations 
can deliver huge business benefits that  
go far beyond simply making the process 
easier. They are being given the ability to 
free up working capital, the insight to make 
better and faster decisions, the capacity to 
forge more valuable supplier relationships, 
and the power to negotiate better deals.

Calls to 0800 numbers are free from UK landlines and personal mobiles, otherwise call charges may apply. To maintain a quality service, we may monitor or record 
phone calls. Barclaycard is a trading name of Barclays Bank PLC. Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the  
Financial Conduct Authority and the Prudential Regulation Authority (Financial Services Register number: 122702). Registered in England. Registered No. 1026167. 
Registered office: 1 Churchill Place, London E14 5HP. 

Created 11/18. 07692-05BD. 

To find out what’s possible from your payment system, visit 
barclaycard.co.uk/B2B-payments or call our experts on 0800 151 2586

How new technology is shaping  
the future of payments

Are you ready for technology to revolutionise the way you work?

“One of the biggest headaches we hear 
about from our customers is having  
to onboard new suppliers, even if it’s  
for a one-off purchase,” says Maria.  
“With Precisionpay, a supplier can be  
paid using a virtual card, eliminating their 
costly onboarding into the ERP system.”

A deeper understanding
One technology that’s gaining increased 
traction is data analytics, and it’s being 
driven by a need for more predictive 
information, more regularly, and when 
paired with advanced data visualisation  
it is a ‘must-have’ capability.

“Rather than pushing data analytics and  
data science, we’re starting to feel a pull,”  
says financial transformation consultant 
Christopher Argent. “Finance professionals  
are up against it to not just manage financial 
data and performance, but to provide real 
value, deep analysis and insight, and to include 
non-financial insight as well as talking more 
widely about the business and industry.”

Payments are playing a big role in  
providing this vital data, and the insights  
it can give are helping finance teams to 
improve – and speed up – their decision-
making in areas that have a real impact  
on the financial health of the business.

Maria Parpou 
Product Director 
Barclaycard Commercial  
Payments

Precisionpay is a payment 
platform tailored to the needs 
of both buyers and suppliers.

Maria Parpou, Product Director, 
Barclaycard Commercial Payments

Advantages powered 
by the introduction 
of new technology  
are generating true 
‘light bulb’ moments  
for businesses.
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87% 
of executives around the 
world cite untrained 
staff as the greatest 
cyber risk for their 
business.
Source: ESI 
ThoughtLab 

More women on boards
The number of FTSE 350 companies 

without a woman on the board halved 

in the last year to five, according 

to the latest Hampton-Alexander 

annual review. The number has fallen 

further, to four, since the review was 

completed. Sir Philip Hampton, 

chairman of the review, suggested 

consumers should put pressure on 

those four remaining all-male boards 

to change. The companies are hotel 

operator Millennium & Copthorne, 

property company Daejan Holdings, 

Herald Investment Trust and JP Morgan 

Japanese Investment Trust.

Digital reporting
Data needs to be used as a strategic 

asset to generate long-term value 

and strengthen corporate reporting, 

argues a report from EY. Many 

organisations are failing to exploit 

the opportunities for data use by 

not capturing information, it says. 

EY’s 2018 corporate reporting survey 

recommends that finance leaders: 

challenge the corporate reporting 

system to achieve value-driven 

reporting; make the most of AI and 

other new technologies; and transform 

the finance workforce while overcoming 

cultural barriers.

The view from
Lisa Smith FCCA, finance director, Taylor Wimpey 
Yorkshire, who loves leaping into new sectors

A strong training ethos 
allowed me to complete an 
MBA while there. At times, 

family life was overtaken as 

I studied during weekends 

and evenings, but it paid 

off. It allowed me to move 

into the corporate world, 

where I worked on transformation 

projects for InterServe.

The skills and knowledge gained 
from studying for both ACCA and 
an MBA gives you the confidence 
to leap into new sectors. Despite no 

prior experience in the housing sector, 

I relished the chance to work for Taylor 

Wimpey, where I am now finance 

director for Yorkshire (one of 24 business 

units). It is all about applying the basic 

accounting principles to your sector.

I love the variety of this role. I can be in 

muddy boots on a site visit one day and 

presenting in the boardroom the next. 

I manage a team of six and we keep a 

close eye on our five-year budget as we 

try and anticipate what will happen in 

the market.

I also became a school governor to 
help give back in a useful way. I knew I 

could apply a commercial and financial 

mind to help other governors from 

different backgrounds think in a more 

business-like way.

Given my pathway into the profession, 
I get a sense of pride in helping those 
entering it today. I enjoy working with 

younger colleagues part-way through 

their exams and helping them grow. AB

I love the variety 
of this role – I can 

be in muddy boots 
on a site visit one 

day and presenting 
in the boardroom  

the next

I used to spend time in 
my mum’s accountancy 
office and by the age of 
12 I knew I wanted to 
be an accountant. After 

completing my A-levels 

(including accountancy), a 

local small practice offered 

me work experience and then a full-time 

role, which also allowed me to study for 

the ACCA Qualification.

I was fortunate to have exposure to 
different areas during eight years at the 
practice, including audit, tax, payroll 
and management accountancy. During 

this time I was working with clients 

and attending their board meetings to 

present information. 

I realised I wanted to be part of the 
decision-making process and have 
a direct input into shaping future 
strategy for a business. Moving to 

an SME allowed me to unlock this 

and I expanded my knowledge into 

HR, legal issues, contracting and 

business development. 
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 47% prefer a  
no-frills style 

of report. This 
is because 

some associate 
highly designed 

documents 
with spin

Fake news!

Watch John Kattar debunking the 
myth that investors never read annual 
reports at accaglobal.com/ab-Kattar11.

Give it to me straight
A recent survey of investment professionals provides food for thought for companies 
considering how to improve their reporting in a digital age. Alison Thomas reports 

the other, there’s a small but growing 

number of companies that produce 

a ‘no-frills’ document – something 

akin to an SEC (US Securities and 

Exchange Commission) Form-10K, with 

few graphics and no case studies. In 

between, there’s a discernible middle 

ground. Here, the reports have more 

charts and graphics than a no-frills 

format, but they still lack that rich 

narrative style.

We found that 47% of participants 

prefer the no-frills style of report; 34%, 

the middle ground. This is because 

some associate highly designed 

documents with spin. Others see them 

as an unnecessary expense. A number 

talk of the ease of navigation of a 

Form-10K, which, they contend, will 

become even more valuable in a digital 

world. ‘I’m an advocate for the 10K. It 

would allow AI to perform advanced 

analytics on a consistent basis.’ 

But this doesn’t necessarily sound 

the death knell for the narrative report. 

Our study spoke only to professional 

investors. While many investors would 

strongly contend that the annual report 

should be focused on the information 

they need, some companies may wish 

to use it to communicate with other 

stakeholder groups – groups that might 

prefer a more narrative style.

Tell the story
Let’s assume for a moment that all 

companies adopted a no-frills style 

In 2020, the filing of annual reports 
in the EU goes digital. While the fine 
print behind the new regulations has 
still to be published, there is one thing 
we can say with certainty: the way that 
companies communicate with their 
shareholders is set to change. 

While some preparers will view 

these new requirements as another 

example of unwelcome interference 

by European bureaucrats, others 

will embrace them as a once-in-a-

generation opportunity to reshape 

their corporate reporting strategy, to 

question whether their reporting works 

in a digital age.

To help management rethink 

strategic options, I conducted 

some independent research for 

corporate communications agency 

MerchantCantos into what investment 

professionals think about reporting 

today and how they think technology 

could improve reporting in the future. 

Here are some of the findings from 16 

in-depth interviews.

Annual reports important
Management teams often claim that 

investors don’t read their annual 

reports – that reports don’t matter any 

more. We decided to test this, asking 

investment professionals to rate the 

importance of having good-quality 

annual reports. It scored an impressive 

9.4 out of 10. 

Why is the annual report so 

important? In joint first place is the fact 

that it is audited. No surprise there. 

More intriguing, however, is the other 

reason to top the list – that it provides 

insight into management’s commitment 

to transparency. ‘It’s what you don’t 

read that gives you insight,’ remarked 

one of the interviewees. 

Just ask for feedback
Investment professionals admit 

that they rarely give feedback on a 

company’s report. For some, this is a 

question of timing: ‘We tend to meet 

with management shortly after they 

have released their results. So we focus 

more on the results presentation than 

the annual.’ For others, the quality 

of the report is a key determinant of 

whether to engage with the company 

at all: ‘If it’s a garbage report, just 

move on.’

Despite this, we heard repeatedly 

that management need only ask 

and investors would happily share 

their thoughts. 

Style matters
There is a divergence in the style of 

annual reports in the UK. At one end 

of the spectrum are narrative reports 

rich with graphics, case studies, etc. At 
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disappointing 6.1 out of 10. While a 

number of respondents acknowledge 

that the quality of non-GAAP 

reporting has improved, there’s clearly 

a way to go. There are a several 

recommendations for improving the 

credibility of non-assured information, 

including:

* Balance – be willing to 

acknowledge that not everything 

in the garden is rosy.

* Consistency – this is needed over 

time, between the messaging at 

the front and the numbers at the 

back, between key performance 

indicators (KPIs) and the metrics 

used for remuneration, and 

between investor presentations 

and the annual report.

of reporting. Is there additional 

information that investors need that’s 

best provided by management? The 

answer came back as an emphatic yes. 

‘We need an extra document that gets 

inside management’s head.’ ‘Story-

telling is the missing bit.’ ‘The annual 

report is a reference document. You 

also need current information.’

How they would like that additional 

information to be delivered varies. 

Some talk of a standalone document. 

Others prefer annotated slides. And a 

few talk of wrapping it into the no-frills 

report as a separate section.

Credibility conundrum
The credibility of non-assured 

information scored a rather 

Ignore tech at your peril
Those we spoke to are not avid users 

of the more recent innovations in 

investor communications, such as 

corporate videos, blogs or social 

media. However, they do recognise 

the potential for technology to 

reduce costs, to offer more timely 

updates and to improve the 

searchability of data. 

Given this, when presented with a 

list of potentially helpful technologies, 

it is no surprise that ‘customised 

digital reports’ – a technology that 

allows investors to search websites 

more efficiently – came out as a 

clear leader. AB

Alison Thomas is a consultant.
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Be the best
In a dog-eat-dog world, the independent B Corporation certification for social and 
environmental performance can help a business stand out from the crowd

‘beneficial’, so each of these companies, 

together with more than 2,600 other 

businesses around the world that have 

achieved this status, have had 

to demonstrate the wider 

benefits that they provide 

for society.

Jennifer Cantero, 

marketing director 

at accountancy firm 

Sensiba San Filippo, 

says: ‘We had heard 

the buzz about B 

Corporations, and a 

number of our channel 

partners were certified, 

so we thought it would be 

good to have a look 

at it, kick the tyres 

and see where 

we got to.’ She 

What do a well-known global fruit 
drinks brand, a small craft brewery in 
an English market town, an outdoor 
clothing company at 
Britain’s extreme 
rugged edge, and 
an accountancy firm 
in California have 
in common?

Apart from providing 

excellent products 

and services (and I can 

personally vouch for 

three out of the four), 

they are all part of the 

growing B Corporation 

movement. Innocent 

Drinks, Stroud Brewery, 

Finisterre Clothing and 

Sensiba San Filippo 

have all achieved B 

Corporation status, 

which is awarded for 

social and environmental 

performance, in 

recent months. 

The brands are well 

known for their eco-

credentials, either 

nationally or locally, 

but B Corporation accreditation goes 

further than simple environmental 

awareness. The ‘B’ stands for 
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goals include positive impact on 

society, workers, the community and the 

environment, as well as profit. Maryland 

was the first US state to legislate for 

such corporations (in 2010). In 2015 

Italy became the first country to legally 

recognise benefit corporations across its 

entire territory; Columbia was the first 

Latin American country to do so, in 2018.

However, the legal structure of 

benefit corporations should not 

be confused with B Corporations, 

which have no legislative framework. 

The B Corporation designation is 

a certification issued to for-profit 

companies by BLab, a global non-profit 

organisation with offices in the US, 

Europe, Canada, Australia and New 

Zealand, and a partnership in Latin 

America with Sistema B. 

Earning certification
To gain certification – and to hold on to 

it – companies must achieve a minimum 

score on an online assessment for 

social and environmental performance. 

Like benefit corporations, they 

need to integrate commitments 

to stakeholders into the company 

governing documents. The process 

does cost – companies pay a 

yearly fee ranging from US$500 

to US$50,000 depending on their 

annual turnover.

As of September 2018, the 

describes Sensiba as a firm of national 

experts with a regional focus, operating 

in industries such as manufacturing 

and distribution, construction and 

technology (it is headquartered in San 

Francisco after all), as well as venture 

capital and high net worth individuals. 

‘We thought we had always had a 

B Corp mindset, but it can be hard to 

quantify claims, so we wanted to have 

third-party validation,’ Cantero adds. 

‘We wanted someone to put us through 

the wringer and show that we do what 

we say we do.’

Certified B Corporations are 

businesses that meet certain standards 

of verified social and environmental 

performance, public transparency 

and legal accountability to balance 

profit and purpose. The B Corporation 

verification process does not just 

evaluate a product or service, it assesses 

the overall positive impact of the 

company that stands behind it.

To gain accreditation, candidate 

businesses need to achieve a 

minimum verified score that 

evaluates the company’s impact on 

its staff, customers, community and 

environment. On a technical point, 

certified B Corporations also need to 

amend their legal governing documents 

so that their boards of directors are 

required to balance profit and purpose.

In the US, many states (the number 

currently stands at 33) now offer a legal 

business structure known as a benefit 

corporation, whose legally defined 

2,600+ B Corporations spanned 150 

industries in 60 countries. To maintain 

the certification, businesses must go 

through a recertification process every 

three years.

Certification itself can take several 

months. It requires businesses to pull 

together information and data from a 

wide variety of sources. 

‘We had the numbers, but in different 

places,’ Cantero says. ‘For example, we 

needed to know where our suppliers 

were, whether they were local or 

subsidiaries of national groups. We 

pulled in help from our finance and 

human resources groups, as well as 

areas such as the client service teams.’

Going through the assessment 

process gave Sensiba guidelines on 

where it could perform even better. For 

instance, the firm used to donate old IT 

equipment to other organisations for 

recycling, but didn’t ask for receipts and 

so was unable to demonstrate who had 

received the used kit.

Sensiba is one of only 13 accountancy 

firms around the world that can boast 

the B Corporation certification. It is 

the only certified firm in California. 

There are no accountancy firms among 

the 150 B Corps in the UK. Although 

many thousands of businesses use 

BLab’s online tools to measure their 

performance themselves, a much 

smaller number go through the rigours 

of a full, verified assessment. It is a 

similar story in East Africa, where BLab 

launched last year.

But the process can be worth it 

and makes good business sense too. 

Cantero says: ‘Where we are, people 

are very sustainably minded and prefer 

to work with like-minded people. It 

gives our clients peace of mind, and is 

fantastic for hiring, as we have to fight 

not only the lure of the Big Four firms, 

but the likes of Facebook as well.’ AB

Philip Smith, journalist

‘B Corporation 
certification gives 
our clients peace 

of mind, and is 
fantastic for hiring’
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Blowing the gaff
2014: LuxLeaks. PwC was revealed 

to have helped set up tax rulings 

in Luxembourg so multinational 

companies such as Apple and Ikea 

could avoid paying millions of euros 

in tax. PwC employee Antoine Deltour 

was given a six-month suspended 

sentence for leaking the information 

– a conviction that was overturned in 

January 2018.

2011: Olympus. Two weeks after 

becoming Olympus CEO, Michael 

Woodford was fired for raising 

concerns about several acquisitions 

by the Japanese camera company in 

what turned out to be a £1.1bn fraud. 

Woodford went to the press and 

revealed the scale of the wrongdoing, 

which saw two board members given 

suspended jail sentences. Woodford 

is now a Protect patron and gave a 

presentation on his experiences at 

the World Congress of Accountants in 

Sydney in November 2018. 

2002: Time magazine’s Persons of 
the Year. Americans Sherron Watkins, 

Cynthia Cooper and FBI special agent 

Coleen Rowley were jointly named as 

Time’s Persons of the Year for exposing 

financial fraud at Enron and WorldCom.

1990: BCCI. Auditors found millions 

missing at BCCI a year before the bank 

collapsed in a £13bn scandal.

1988: Maxwell pensions. Media tycoon 

Robert Maxwell sacked whistleblower 

Harry Templeton for challenging his 

misuse of the Mirror Group pension 

fund. Maxwell was subsequently shown 

to have stolen £400m from the fund.

Speaking out
The charity Protect is celebrating 25 years of whistleblower protection, and continues 
to raise awareness and push for reforms, as Karen Jordan FCCA explains

It is 20 years since the government 
passed legislation for whistleblower 
protection. Prior to that legislation, 
dedicated, formal whistleblowing 
roles in organisations simply did not 
exist, and whistleblowers were all too 
often unsympathetically viewed as 
troublemakers and sneaks. 

Major disasters and scandals such 

as the sinking of the ferry MS Herald 

of Free Enterprise and the collapse of 

BCCI bank led to exhaustive public 

inquiries that revealed staff had been 

aware of dangers but felt they could 

not raise the matter internally – or 

were ignored when they did. People 

did not feel it right, safe or acceptable 

to challenge malpractice, risk or 

misconduct in their workplace. 

Since its launch in 1993, the charity 

Protect – formerly known as Public 

Concern at Work – has supported 

around 40,000 people to raise concerns 

via its advice line. Twenty-five years on, 

its work is as vital as ever, and it supports 

more than 2,500 cases a year, assisting 

individuals in navigating the legal and 

regulatory landscape. It also provides 

expert advice to organisations that wish 

to introduce or improve whistleblowing 

and speak-up arrangements. 

Other areas in which the charity has 

helped to influence the development of 

policy and legislation include:

* drafting the original pioneering 

legislation on whistleblowing, the 

1998 UK Public Interest Disclosure 

Act (PIDA), which has been used 

as the model for legislation across 

the world

* lobbying successfully for 

improvements to PIDA 

* intervening in landmark Court of 

Appeal and Supreme Court cases, 

leading to further amendments to 

the law 

* contributing to the development of 

an EU whistleblowing directive

* launching a unique benchmark 

whistleblowing tool last year to help 

organisations score themselves 

against best practice whistleblowing 

arrangements and culture.

Protect continues to press for cultural 

change so that whistleblowers are 

commended, not condemned, for 

speaking up on public interest issues. 

It is also pushing for further reforms to 

improve the protection provided by 

PIDA, including raising awareness that 

non-disclosure agreements cannot be 

used to gag disclosures in the public 

interest. With personal courage often 

still required to blow the whistle on 

public harm, Protect’s work will not be 

over any time soon. AB

Karen Jordan FCCA is a trustee of the 

charity Protect and former member 

services adviser at ACCA.
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£600 
Value of a deal for devolving power to 
North of Tyne and investing in a new 
combined authority. It is expected to 
generate £1.1bn and 10,000 jobs, and 
bring £2.1bn in private 
sector investment.

The view from
Asad Shah ACCA, head of finance, University College 
of Estate Management, Reading

advanced forecasting 

tools and automate 

business intelligence 

reporting and data 

analytics. This should 

enable us to take informed 

decisions and set long-

term financial plans that 

complement business strategy.

I would advise young accountants 
to have high self-esteem at all times 
– as human beings we have limitless 
potential. The only limitations are 

those we place upon ourselves. Set a 

clear vision for your future and where 

you would like to see yourself in your 

lifetime. And be positive, no matter 

how hard it gets. The key factors that 

have helped me with my career include 

positive focus, resilience, perseverance, 

my commitment to continuous 

personal and professional development 

and a proactive approach towards my 

career development.

The ACCA Qualification has been key 
to my success as it transformed me into 
a dynamic finance professional. The 

continuous support and commitment 

of ACCA to its members is vital to my 

ongoing development and progression.

While away from work my main focus 
is on my personal development – to 
become a better person every passing 
day and learn new things, ideas and 
skills that keep me stimulated and 
positive. Apart from that, I have three 

children – aged seven, five and two – 

who keep me occupied. I love to teach 

them and spend time with them. AB

I would advise 
young accountants 

to have high self-
esteem at all times 
– as human beings 

we have limitless 
potential

My main role is to deliver 
an efficient finance 
function to achieve the 
key strategic objectives 
of financial sustainability, 
operational excellence and 
growth. I partner with all the 

department managers, and 

I work closely with the CEO and other 

members of the senior leadership team.

Every day is different: some days are 
meeting-heavy, others are driven by 
tasks and strategy. I split my typical 

day into four quarters: the first for 

the most challenging tasks requiring 

significant brainpower; the second 

for strategy and delivery; the third to 

look at internal and external meeting 

requirements; and the final quarter for 

getting outstanding stuff for the day 

finished, reviewing the day’s progress 

and preparing for the next day.

Key challenges currently include 
focusing on business growth and 
transformation relating to Brexit 
uncertainty. The focus is to develop 

Outsource warning
Some of the UK’s largest public sector 

outsource contractors have substantially 

larger liabilities than assets if goodwill 

valuation is ignored, according 

to analysis by Company Watch. It 

calculates that Capita’s liabilities are 

67% greater than its tangible assets, 

Mitie’s are 53% larger, Serco 41%, and 

Interserve 28%. Learning the lessons 

from Carillion’s failure was discussed 

in depth at ACCA’s public sector 

conference in November (see pages 24 

and 70). Lawyer Amardeep Gill told the 

conference: ‘I personally do not think we 

have heard the last Carillion.’ He added: 

‘There is a shadow public sector in a big 

part of the private sector.’

Call for PFI replacement
The government needs to provide 

health trusts with plans to replace 

the Private Finance Initiative (PFI) 

to enable health providers to fund 

£3bn of planned capital projects, 

NHS Improvement has warned. Ian 

Dalton, its chief executive, told the 

House of Commons’ Health and Social 

Care Committee that if the £3bn isn’t 

coming through PFI, then it needs 

to be replaced. Chancellor Philip 

Hammond said in the Budget that the 

PFI is being scrapped.
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Public mobility
When it comes to social mobility, the public sector is way ahead of the private, paving 
the way for a fairer society, according to recent ACCA research

from comparatively disadvantaged 

backgrounds. The results were obtained 

from a survey of more than 13,000 ACCA 

members and students in public and 

non-public sectors. 

Of the 20 countries analysed, Denmark 

scores best both in terms of strong social 

mobility and low levels of corruption. At 

the other end of the scale, South Africa 

performs poorly on both. The UK was 

in the top half of the surveyed countries 

on corruption, but in the bottom half on 

social mobility.

ACCA obtained the conclusions 

through analysis of Transparency 

Countries and regions with poor 
social mobility are also more prone to 
corruption, or at least the perception 
of corruption, according to analysis 
by ACCA. 

These findings from the report 

Purpose and the profession: social 
mobility and the public sector were 

unveiled at ACCA UK’s public sector and 

not-for-profit conference, which took 

place at Church House in London in 

November (see also pages 29 and 72).

The conclusions are particularly 

relevant to the public sector because 

social mobility is central to how it 

operates. Positive social mobility 

is not only a sign that the system 

of government is fair, but having a 

recruitment system based on equality is 

also a way of achieving fair outcomes. 

Societies in which members of an 

influential family have the best chance 

of obtaining the top jobs in government 

have low social mobility and are more 

likely to be corrupt. 

However, there is a much higher 

level of social mobility in the public 

than in the private sector. The report 

highlights that 80% of the public 

finance professionals questioned came 
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Voting with your cigarette stub
To illustrate how the public sector is evolving, Hubbub told delegates how it is 

bridging the gaps in service provision. Founder and CEO Trewin Restorick set up 

the charity in 2014, recognising, as he dealt with what he terms his midlife crisis, that 

he wanted to make a difference – particularly a positive environmental impact. The 

mission? To make urban and rural places more attractive.

Supported by the investment arm of the Charities Aid Foundation, Hubbub has 

made innovative interventions that work with the grain of human nature to improve 

living conditions. What is one of the worst littering problems? Cigarette butts. So 

why not get smokers to use their stubs to vote – for example, for the best footballer 

in the world. And make the box bright yellow so you can’t ignore it. For added 

impetus, stack the odds against Messi by pre-loading it with lots of votes (that is, 

cigarette butts) for Ronaldo. The result was a decisive engagement by smokers, and a 

measurable reduction in smoking detritus on the streets. 

In another Hubbub litter campaign, the rubbish bin burps every time waste is 

pushed through the flap. Then there are the school trips on the Thames, with children 

fishing plastic waste from the river, which is then used to build new boats for future 

activities. See Hubbub’s story in the webinar at bit.ly/ACCA-Hubbub.

Mobility and corruption
ACCA has explored the relationship between social mobility and perceived corruption.

Source: OECD, Transparency International and ACCA’s Purpose and the profession:  
social mobility and the public sector
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than their peers. In response, some 

public sector employers have taken 

affirmative action in selecting candidates 

from more diverse backgrounds for 

hiring or promotion. For example, 

by offering guaranteed interviews to 

applicants from disadvantaged groups, 

an otherwise exceptional candidate 

International’s Perceptions of Corruption 

Index, comparing these with OECD data 

on intergenerational social mobility. 

The results, both from 2017, show that 

as perceived corruption rises, there is a 

corresponding drop in intergenerational 

social mobility. 

The views on corruption were 

perceptions, not objective assessments. 

So if parents believed their children were 

treated unfairly and not given a chance, 

they might interpret this as meaning the 

system is corrupt. The study concluded 

that the score for the perception of 

corruption is a test of the level of trust 

towards government in a society. It 

explains: ‘Countries with limited social 

mobility exhibit lower levels of trust.’ It 

adds that structures ensuring fairness 

and equality are important: ‘Elite families 

or groups will be better placed to pass 

on their privilege to the next generation 

when a society’s norms do not impose 

clear rules for fair competition.’

The research explained that some 

individuals benefit from an ‘entrenched 

advantage’ from early childhood through 

to school years, where they are able to 

present themselves as more work-ready 

from a disadvantaged background, who 

might otherwise have been sifted out at 

the application review stage, could be 

offered the position.

Opening up conversations
‘It is important to think about how 

to address the relationship between 

mobility and corruption and explore 

how it has developed,’ says Alex 

Metcalfe, ACCA’s head of public 

sector policy.

‘ACCA believes in fair access to 

opportunities in all sectors that are 

supported by a competitive, rules-

based society with good governance,’ 

says Metcalfe. ‘Meritocratic hiring 

and open applications that are 

transparent and challengeable are 

important prerequisites for developing 

an effective and trusted accounting 

profession. We believe it is crucial 

to use this evidence to facilitate 

the open conversations needed 

to tackle corruption and improve 

social mobility outcomes.’ AB

Paul Gosling, journalist 
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ACCA in Russia
My first formal engagement as president was to attend a member celebration in 

Moscow. It was fantastic to meet the members, key employers and stakeholders, 

and to support employers as our member numbers approach 3,000 in Russia. 

Lead by example
More than ever, finance professionals have a huge responsibility to help keep 
global economies on track, says new ACCA president Robert Stenhouse

ACCA remains fit for the future and 

continues to deliver outstanding value 

to members in rapidly changing times. 

All over the world, as our members 

develop and apply the skills and 

competencies they need to respond 

to the challenges and opportunities 

ahead, they continue to enhance their 

reputation and influence, and with it 

the reputation and influence of ACCA. 

In doing so, members make a tangible, 

positive difference to the organisations 

they work in, the people they work with 

and the economies they are part of.

With this increasing influence comes 

responsibility. As finance professionals 

we all have a huge responsibility to 

help global economies stay on track, 

and to ensure sustainable development 

is prioritised over short-termism. We 

need to set the ethical tone, challenge 

the way wealth is created, and lead by 

example by holding ourselves to the 

highest level of professional standards. 

I look forward to meeting as many 

of you as possible over the next 12 

months. There are exciting times ahead; 

together we can achieve some great 

things for the communities in which we 

live, as we develop the accountancy 

profession the world needs. AB

Robert Stenhouse is a director, national 

accounting and audit, at Deloitte in 

the UK. 

It was a huge honour, at the end of 
2018, to be appointed president of 
ACCA, and it’s a real pleasure to be 
writing my first column for you all. 

Over the next 12 months, I hope to 

be able to share with you some of my 

experiences and thoughts during what 

promises to be both an interesting and 

exciting year for me, ACCA and the 

accountancy profession as a whole.

In 2016, ACCA identified four 

drivers of change for the accountancy 

profession: increased regulation, 

digital technologies, globalisation and 

expanding public expectations. As 

we start 2019, these change drivers 

now have so much momentum that 

any business that believes they are 

immune from their impact should be 

considered reckless with regards to their 

own survival. 

This year, ACCA will not only be 

supporting members in dealing 

with these challenges; we’ll also be 

refreshing our strategy to 2025 to ensure 
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More information

Contact us with your concerns at 
abeditor@accaglobal.com.

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

hitting our data, human judgment 

remains centre stage. The ACCA 

report Emotional quotient in a digital 
age finds that ‘as the quantity and 

sources of data increase, the need for 

accountants to understand context, 

interpret nuance and apply professional 

judgment also grows’.

This may sound like good news for 

the pay cheque, but staying relevant 

won’t be easy. As Lynn Morrison, leader 

of EY’s Oceania’s China assurance 

practice, observed: ‘Accountants need 

to be more resilient in this transition, 

have an open, growth mindset about 

continuously reskilling, and focus 

on more important judgmental and 

strategic areas.’ Whether you become a 

firefighter or continue as an accountant, 

re-training is likely on the cards.

QMy daughter wants me to adopt 
a plant-based diet. I can’t give 

up bacon butties. How else can I as an 
accountant do my bit for the planet?

A Thankfully there are many ways in 

which we can make a difference. 

Holiday close to home. Rediscover 

‘make do and mend’, or upcycling as 

we must now call it. But accountants 

have the potential to do so much more. 

You are great at making things visible. 

You can identify and measure inputs, 

outcomes and impacts. This skill is a 

game-changer because, as we all know, 

what gets measured gets done. AB

Alison Thomas, consultant

Q I’ve posted some pretty frivolous 
content online in the past. I’m 

applying for a management position 
and am nervous that they might spot 
some of my posts. What should I do?

A Provided the posts are more 

cringe-worthy than risqué, I 

wouldn’t worry too much. If your 

potential employer mentions it, be 

honest. If they make a big deal out of 

it, then perhaps it’s not the right job 

for you. But I would hope that they 

would just shrug it off. We were all 

young once.

Q I’m part of the thought 
leadership team that creates 

cutting-edge solutions, and yet my 
team is considered to be a cost 
centre by the rest of the business. Is 
that really fair?

A  No, it’s not fair. Nor does it 

make good business sense. 

You’re one of thousands around 

the country who are being unjustly 

tarnished with the cost centre 

brush. Why? Because so much of 

management is fixated on one (albeit 

important) measure of performance: 

quarterly financial returns. They may 

talk about long-term value drivers. 

They may even offer some non-

financial KPIs to add credibility to the 

long-term story. But when it comes to 

creating incentive plans, all too often 

short-term revenues rule, which is 

maddening for those trapped in the 

cost centre bucket. 

So why not present to leadership 

some alternative ways to measure value 

creation? It might start an interesting 

conversation.

QI just watched a Ted Talk on AI. 
Am I becoming obsolete? Should 

I retrain as a firefighter?

A If you have what it takes to be 

a firefighter, then I understand 

the urge to retrain. You would be 

joining an elite group of incredible 

people. But if you are thinking of 

retraining simply because you expect 

a high-IQ computer to make you 

redundant sometime soon, then hold 

your horses. AI is coming; it will be 

transformative; and it is never too 

soon to invest serious time in future-

proofing your business and identifying 

opportunities to move the goal posts 

in your industry. But, according to the 

Financial Reporting Lab’s publication 

Artificial intelligence and the future of 
corporate reporting, the AI wolf will not 

be growling at the accountant’s door 

any time soon. 

Based on interviews with 

practitioners, investors and AI gurus, 

the report describes an explosion 

in process automation, but not AI. 

Despite the sophisticated algorithms 

Despite 
sophisticated 

algorithms hitting 
our data, human 

judgment remains 
centre stage
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The progress 
we’ve seen wasn’t 

some inevitable 
law of nature, it 

was the result of 
understanding, 

commitment and 
taking risks

Show and tell
Finance professionals have a track record of innovation – now they need to show 
others what they’ve done and why it matters, says Peter Williams

promoter Kilimanjaro; Gavin Street 

FCCA, FD of nutritional food startup 

Huel; ping-pong bar chain Bounce’s 

CFO Ajay Shah FCCA; accountant- 

turned-TV-chef Anita Kerai FCCA – all 

of whom have consciously brought 

professional innovation to benefit their 

businesses and careers. They show that 

innovation is a constant throughout a 

career, takes place in many ways and 

should happen at all levels of a business.

To emulate their success, other 

financial professionals have to not only 

innovate, but also find ways to show 

the non-finance professional what they 

have done, why it is different and why 

it matters. This may be difficult to steer 

between the dry detail and overblown 

marketing-speak. But they need to 

do so because it seems innovation 

is becoming more important for 

young finance professionals. ACCA’s 

Generation Next research found that 

81% of this cohort wanted to start 

their own business. This startling figure 

reveals that this generation has a strong 

appetite to innovate, add value and 

improve not only their own lot, but 

society at large. 

The desire to start a business suggests 

accountants know innovation has 

to go beyond the finance function. 

Extraordinary pressures are piling on 

businesses at once – technology and AI, 

globalisation, competition, uncertainty. 

Accountants as traditional stewards of 

the business need to play their part in 

ensuring every area of their business 

innovates to survive. AB

Peter Williams is an accountant and 

journalist.

Financial professionals have always 
been excellent innovators; they are 
just poor at telling the rest of business 
about their value-creating skills. 

This reticence – or perhaps lack of self-

awareness – will have to stop. Innovation 

is about the process of uncovering new 

ways of doing things. It is about seeing 

something in a new way.

For example, Uber didn’t actually 

create any new technology. Instead, 

it used existing apps to reimagine 

transporting people, with transformative 

results. Accountants spend much of their 

working lives doing a similar thing – they 

just haven’t found a way to capture 

the process on the timesheet and 

communicate the end result.

Today’s accountancy firms are nothing 

like the practices where current leaders 

started their careers; similarly, today’s 

shared service centres – accounting 

factories for the efficient production of 

financial information – are light years 

away from the finance functions where 

today’s CFOs first worked. 

Yes, technology has had much to do 

with this transformation, but it took 

financial professionals to say: ‘We used 

to service clients like this or keep the 

books like that, and now look – by 

harnessing technology we could do it 

another way.’ The progress we’ve seen 

wasn’t some inevitable, evolutionary 

law of nature, it was the result of 

understanding, commitment and being 

prepared to take risks.

More financial professionals are 

consciously beginning to think and 

talk about innovation, often through 

this publication. Think ACCA members 

such as Lisa Scully FCCA, FD of music 
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The travails of some 
contractors suggest 
the pendulum has 
swung from them 

doing nicely out 
of public sector 
business to the 
winner’s curse

In the public interest
Last year’s failure of Carillion has thrown into the spotlight the issues surrounding 
private companies and public sector procurement. Jane Fuller considers the priorities

the inhouse expertise necessary to 

commission and supervise contractors 

effectively. They may be outsourcing for 

the wrong reasons – to avoid upfront 

costs and keep debt off balance sheet.

A better way is, first, to remember 

the fundamental difference between 

capital spending and service provision: 

bundling is the enemy of transparency 

and muddies the view of value for 

money. The government can borrow 

more cheaply than private companies; it 

should make use of this privilege.

Second, contracts should be as short-

term as possible – 25 to 30 years is a 

lifetime in business – and the longer 

ones must allow flexibility to renegotiate 

when the unforeseen happens. 

Third, the public sector procurer 

needs to retain the expertise necessary 

to design realistic contracts, to assess 

the contractor’s financial health, to 

engage with it effectively and to watch 

out for early warning signs. 

Fourth, there must be a contingency 

plan. Now fashionably called a ‘living 

will’, it simply builds on existing 

practices, including the dreaded verb 

that staff will be ‘TUPE’d across’ to 

whoever must pick up the pieces.

The worry is that all this will cost more 

at a time when austerity may not be 

over. But there is a prize if public sector 

financing costs and knowledge of the 

end-customers’ needs can be better 

combined with private sector focus on 

efficiency and fulfilling contract terms. AB

Jane Fuller is a fellow of CFA 

UK and serves on the Audit and 

Assurance Council of the Financial 

Reporting Council.

It was humbling to attend ACCA’s 
UK Public Sector and Not-For-Profit 
Conference in late 2018 (see pages 
24 and 70). Unlike this financially 
orientated speaker, some attendees 
deal in life and death – the fire-fighting 
service and those working in social 
care, for example.

This puts last year’s failure of Carillion, 

the private sector contractor, into 

perspective. After the disruption, life 

has gone on at the various projects, 

and its management will probably have 

improved. Even the £150m bill to the 

taxpayer can be put in perspective. 

In evidence to the Public Accounts 

Committee in June 2018, Rupert 

Soames, chief executive of another 

contractor, Serco, said it had spent 

‘£443m more on providing services to 

the taxpayer than we have been paid 

over the last four years’.

The recent travails of several private 

sector contractors, notably Interserve, 

suggest that the pendulum has swung 

from them doing very nicely out of 

public sector business to the winner’s 

curse: ‘The good news is that we have 

won the contract; the bad news is that 

we have won the contract.’ 

Since the financial crisis, constraints 

on public spending have driven a 

race to the bottom on costs. This has 

exacerbated perennial problems with 

long-term contracts: it is difficult to 

forecast costs many years ahead; the 

unexpected will happen; fixed prices, 

guarantees and risk transfer are all 

dangerous to the provider. 

Public bodies can be difficult 

customers. Through the apparent 

transfer of all risks, they risk losing 
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Economy booster

Hear Robert Bruce’s latest podcast, on 
accountancy’s contribution to GDP, at 
accaglobal.com/ab/podcasts.

Here we go again 
With accounting and audit undergoing yet another round of reviews, the chances of 
anything genuinely beneficial coming out of the process are slim, says Robert Bruce

reform to sweep the accounting world 

resulted in the formalisation of auditor 

rotation. Now, some years into the 

experiment, it is clear that the warnings 

that it was a seductive theoretical 

proposal that would only bring the 

opposite of its intentions into play have 

proved correct. 

Expensive exercise
The opening up of the audit market 

to other players has not happened, 

and a hugely expensive exercise in 

swings and roundabouts has helped no 

one. The Big Four firms are still there. 

Their clients have merely swapped 

around and paid out a fortune in 

fees, beauty parades and adjusting 

to new auditors, all at the behest of 

the regulators. 

The problem is that if the whole 

regulation game is played out 

by politicians of every hue, who 

traditionally know the least and have 

the least feel for what the outcomes 

will be, the results will always be a long 

way from the original, though naïve, 

intentions. There will be much more of 

this as 2019 unfolds.

Meanwhile, the area where 

efforts would be best employed 

will continue to escape attention. 

Adrian Cadbury, the late architect 

of the original Cadbury Code on 

Corporate Governance, would 

weep. The framework that the code 

created is much praised around the 

An old Dutch friend of mine has 
always revelled in telling what he 
describes as the oldest of British jokes: 
the headline ‘Fog in the Channel, 
Continent isolated’. And looking ahead 
at what 2019 may hold, it is hard not 
to see that fog enveloping all of our 
business, accounting and political 
activities. The only safe prediction is 
that of chaos. 

An outbreak of reviews of all parts 

of the accounting profession and 

its regulators can only add to this 

(see page 68). The role and powers 

of the Financial Reporting Council 

(FRC) are being investigated by 

an independent review set up by 

the government. The Labour Party 

has set up its own independent 

review of the whole UK accounting 

and auditing regime, led by the 

indomitable character that is 

Professor Prem Sikka. And the House 

of Commons Select Committee 

on Business, Energy and Industrial 

Strategy has launched a programme 

of hearings on the future of audit, the 

state of which its chairman Rachel 

Reeves has said is ‘broken’. 

So the whole world of accounting 

and audit starts the year in turmoil 

and will probably remain so. Some of 

these reviews will advocate destruction, 

some will advocate a tightening of 

purpose, and some the thoughtful 

change and reform that is urgently 

required. But overall the spectrum 

tilts towards the advocacy of crushing 

regulatory change aimed at satisfying 

zealots on all sides. 

The problem is the old one. No one 

learns. The last wave of regulatory 

With the fog 
of regulatory 

reform hanging 
heavy, it is the 

corporate world 
that quietly 

escapes unscathed
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Where the audit begins and ends
The Financial Reporting Council’s Audit quality thematic review: other information 
in the annual report, issued late last year, said: ‘Many users of the Annual Report do 

not understand the differences in the work auditors are required to perform on the 

Other Information compared with that for the financial statements. Many incorrectly 

assume that the Annual Report as a whole has been audited. Whilst the auditor’s 

report describes the auditor’s responsibilities in respect of the Other Information, 

including the different reporting requirements, these are complex and not always 

well understood.’

world, but in the UK the fundamental 

principle that has gradually brought 

about so much cultural corporate 

change – the idea of ‘comply or 

explain’ – has become a phrase 

spat out as a scathing insult in some 

reformist quarters. 

Shoot the messenger
With the fog of regulatory reform 

hanging heavy, it is the corporate world 

that quietly escapes unscathed. The 

tactic of encouraging reformers to shoot 

the messenger has won. 

Many surveys, including one by ACCA 

(also on page 68), show that significant 

numbers of people fondly believe that 

auditors, rather than the directors in 

command of a company, are there 

to prevent corporate failure. The 

FRC’s Audit quality thematic review: 
other information in the annual 
report issued by the FRC at the end 

of last year, revealed the deficit (see 

box). It looked at the audit work 

on the areas of an annual report – 

such as the remuneration report, 

directors’ report and strategic report 

– that many people believe comes 

under the auditors’ certification, when 

it does not. 

This is what enables company 

directors to wriggle free of their 

responsibilities and encourages 

auditors to be less than tough in 

holding directors’ feet to the fire on 

whether the information they are 

providing is genuinely ‘fair, balanced 

and understandable’, as the law 

now insists. 

It is areas like this, for example, where 

the great 2019 festival of reviews should 

concentrate. Otherwise, the accounting 

world will remain lost in a continuing 

fog brought about by ill-intentioned but 

plausible regulation. AB

Robert Bruce is an accountancy 

commentator and journalist.

31January 2019 Accounting and Business

UK_COM_Bruce.indd   31 11/12/2018   13:40



Riding the rollercoaster
XE, in association with ACCA, looks at the big foreign exchange issues for finance 
professionals as they prepare for Brexit, including reviewing attitudes to forex risk

Just like business, currency markets like certainty. So it is 
no surprise that in recent months, as the UK edges closer 
to its departure from the EU, the sterling rate against the 

euro and US dollar has been on a rollercoaster ride.
‘The rate of exchange reflects what has happened, what is 

happening and what will happen,’ says John Freeme, chief 

corporate foreign exchange dealer at XE, a currency exchange 

and money transfer service provider. Given the number 

of potential Brexit scenarios that have been debated, it is 

perhaps little wonder that exchange rates have fluctuated to 

such a degree. From a high in April 2018 of US$1.43 to a low of 

US$1.26 in August, events are conspiring to push sterling in all 

directions as markets try to price in what might happen next. 

Freeme says that over the course of 2018 there was more 

than a 10% swing in the value of sterling against the dollar, 

though he notes that it wasn’t just Brexit that was having an 

impact – US President Donald Trump’s policies on increasing 

infrastructure expenditure while reducing corporate taxes had 

a beneficial impact on the US economy that, together with 

interest rate increases, strengthened the dollar. That said, 

threatened trade wars and the imposition of tariffs on imports 

into the US will also have an impact. It’s that uncertainty again.

Movements in the euro/sterling exchange rate have also 

been as significant. The day before the Brexit referendum 

on 23 June 2016, sterling stood at €1.31. The day after, when 

the result was clear, it stood at €1.20. By October 2016 it was 
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Jargon buster
FX forward – a contract where buyer and seller agree to an 

exchange rate on day one with the settlement date more than 

two business days in the future. If the price of the currency pair 

changes between when the contract is formalised and when it 

settles, the parties are still committed to the rate specified in 

the contract.

FX option – a corporate can buy the right but not the 

obligation to protect themselves against adverse exchange 

rate moves. A vanilla option is made up of either buying a call 

option (the right to buy) or a put option (the right to sell).

Structured FX option – developed as a foreign exchange risk 

management alternative to forward exchange contracts and 

standard foreign exchange options.

Collar option – a structured product for buying an option to 

get protection while at the same time selling an option in 

order to reduce the premium to zero.

Participating forward – combines purchase of a vanilla option 

(for example, a put option) for 100% of the volume to be 

protected, with selling an option (for example, a call option) 

at the same strike for 50% of the volume in order to make the 

structure zero premium. This gives 100% protection against 

any adverse moves, with only 50% obligation into a favourable 

move, thus allowing the opportunity to improve the rate.

Forward extra – combines a vanilla option to give complete 

protection with a vanilla option at the same strike, which has 

a knock-in.

as low as €1.10 and following a six-month rally, it plummeted 

again to €1.08 by the end of August 2017. It was trading in the 

€1.13 to €1.15 range as the negotiations reached their final 

stages in November 2018.

All of this provides a real headache for finance professionals 

working in organisations that carry on any form of cross-

border business, and it is a headache that is unlikely to go 

away – if a company is to be paid in anything other than its 

home currency, it cannot be sure exactly what it will receive if 

it relies on the spot markets for currency conversions. There 

is the possibility that they may receive more in sterling than 

expected if the market moves in their favour, but likewise there 

is the risk that they may get a good deal less than anticipated.

‘This is why every organisation should have a currency 

policy, everyone should have some form of discipline in place,’ 

Freeme says. ‘It doesn’t have to be a long document, as long 

as they have a plan that sets out how the organisation will deal 

with certain movements in exchange rate.’ The plan should 

set out the level of risk an organisation is prepared to tolerate, 

and the degrees to which currency movements are accepted 

before looking at alternatives to the spot markets.

But if the finance team hasn’t got a policy, they are not alone. 

According to a poll taken during a recent ACCA/XE webinar, 

more than half (55.6%) do not have a policy in place. That said, a 

similar percentage (56.1%) said that with the current uncertainty 

surrounding Brexit, they were approaching currency risk 

management differently. But that still left 43.9% who said they 

were not managing their risk differently. This is rather worrying. 

Getting covered
But assuming the organisation does have a policy in place, 

what are the options, the structured products, that are 

available to hedge exchange rate risk?

‘You should have some cover in place via forward contracts,’ 

Freeme says. ‘If your competitors have this in place but you 

don’t, then you could become uncompetitive.’ He explains 

that the majority of importers and exporters tend just to 

use forward contracts as the simplest and cheapest way of 

hedging against currency movements.

However, there are alternatives available that are becoming 

more popular as a more mature, better regulated and safer 

market develops. ‘There is now the need to prove that the 

product is suitable, and that the person and institution dealing 

with them are up to speed with what they mean,’ he says.

Options and structured products are ideal for a significant 

event such as Brexit, Freeme argues. ‘You still get protection 

against an adverse move, but if the best-case scenario 

happens for your business and the pound shoots higher, 

then you can participate in the upward movement,’ he says. 

Such structured products include collar options, participating 

forwards and forward extras – see ‘Jargon buster’ above.

However, he warns that the use of such products involves 

additional reporting requirements, both when the product 

is set up initially and then through revaluations and mark-to-

market requirements. But the administrative burden, which 

can be passed on to FX providers in any case, together with 

premium costs, could easily be outweighed by the significant 

impact of volatile currency movements. AB

Philip Smith, journalist
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ACCA’s Clive Webb reports on how training for professional accountants is changing, 
with career development responsibilities shifting from employers to individuals

The changing nature 
of the profession 
and professional 

career paths means that 
accountants are having 
to develop their existing 
skills and learn new ones. 
But while professional 
accountants will need to 
take more responsibility 
for their own development, 
they also get the 
opportunity to take control 
of their careers, according 
to an ACCA review into the 
future of learning.

It has identified four key 

factors in workplace learning. 

First, with increasing 

automation, entry-level roles 

will inevitably change, and innovative ways will need to be 

found to fast-track individuals through experiences they will no 

longer gain on the job at the start of their careers.

Second, career expectations are changing, with shorter-term 

career steps and portfolio careers becoming the norm. People 

are also working for longer, generating a broader range of 

development needs throughout working lives.

Third, the first two factors are making professionals think 

differently about the work they do and look for more flexibility 

in their working lives. More are contracting on shorter-term 

projects as the opportunities differ and circumstances change. 

Individuals need to be able to demonstrate their skills are up 

to date, while employers need to be aware that the traditional 

career pathways no longer exist. A reappraisal is required of 

how relevant talent is developed. 

Finally, the implication is that professionals are increasingly 

self-motivated in how they develop their career paths and 

address their learning needs. They rely more on professional 

bodies and themselves and no longer expect employers to 

deliver. Yet the fundamentals of how individuals learn are not 

changing. The importance of on-the-job experiences should 

not be forgotten.

There is a growing range 

of ways to undertake 

learning, but what is learned 

needs to be applied 

back in the workplace. 

Greater sophistication 

in choosing the right 

learning opportunities is 

also required: what is the 

performance outcome 

sought and how will it 

be achieved? 

The implication for the 

learning and development 

community – and therefore 

for employers too – is to 

reflect the shift from being 

organisers of courses and 

structured programmes to 

being curators of content 

that is available when staff need it. Learning must become 

part of the corporate culture, embedded in an environment 

that supports development, values success and rewards 

contribution. And while not everybody wants to learn and 

grow, those who are comfortable with their current position 

and expertise still need to stay up to date.

Technology is playing an increasing role in delivering 

learning. From MOOCs (massive open online courses) to the 

use of virtual and augmented reality as learning tools, there is 

an evolution in capability. However, the learning community 

needs to address the reality that poor design can undermine 

the effectiveness of learning. It is also important not to ignore 

the role of traditional, face-to-face courses. 

Guidance from those with more experience can be 

captured through mentoring programmes, but technology-

driven transformation could reduce the number of middle-

management roles that have been so important for mentoring 

and coaching. 

The future of learning is one that professionals need to 

grasp for themselves. After all, it is your career. AB 

Clive Webb is ACCA’s senior professional insights manager.

Upskill yourself
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More information

Find IFAC’s Global SMP survey 2018 at bit.ly/IFAC-SMP2018

Ongoing onslaught
The big challenges for small and medium-sized practitioners, according to 
IFAC’s global survey, are competition, regulation and client attraction/retention 

Costs, competitors, clients and compliance
The four top challenges identifi ed by the survey’s 6,258 

SMP respondents from 150 countries are:

Keeping up with consulting 
The vast majority (86%) of SMPs offer some form of 

advisory service. The top four are:

Advisory is expected to be the fastest-growing 
revenue stream over the coming 12 months.

Pressure to lower fees

Corporate advisory 

Navigating new technology that will 
affect traditional accounting roles 

66%

48%

78%

68%

73%

57%

46%

44%

46%

41%

45%

27%

Using data to drive 
strategic decision-making

Managing cyber and IT risk

Differentiation from the competition 

Management accounting 

Attracting new and retaining existing clients

Restructuring, insolvency and liquidation

Keeping up with regulation

Human resources/employment regulation

51%

12
%

8%

39
%

37
%

45%

20
18

20
16

8%

7%

32
% 35

%

40%
42%

20
16

20
18

5%

6%

32
%

38
%

36%

44%

20
16

20
18

6%

6%

32
%

30
%

36% 38%

20
16

20
18

Substantial increase
Moderate increase

Advisory/
consulting and 
other services

Tax planning 
and 

compliance

Audit and 
assurance 

New tech, new tasks
Major tech-driven change for the accountant’s role in SMEs 

is anticipated over the next fi ve years.

Talent pipeline pressures
Attracting next-generation talent is something 54% of 

SMPs have diffi culty with – for the following reasons:

Lack of candidates with 
the right mix of skills

Competition from 
larger practices 

Increased opportunities 
in other fi elds

Concern about work-life 
balance and fl exibility

Concern about 
technology impacting 
jobs and opportunities

66%
57%
44%
41%
27%

66%
57%
44%
41%
27%

53%
50%
31%
27%

Accounting and 
other non-

assurance services
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2020s vision
Trust and technology are some of the big issues to impact how the profession will 
look over the coming decade, as explored at the World Congress of Accountants

S everal weeks ago, over 5,000 accountants from around 
the world came together to discuss the issues and 
trends shaping the profession. By the time the World 

Congress of Accountants (WCOA) in Sydney concluded, a 
picture had emerged of what accounting might look like in 
the next decade. We explore some of the major themes.

Architects of rebuilding trust 
The decline of public trust in business has been well 

documented in surveys and media globally, but portrayals of 

the human cost of financial corruption really bring it home. 

WCOA delegates heard first-hand 

from whistleblowers Michael 

Woodford (the ex-Olympus CEO 

who in 2011 exposed accounting 

fraud totalling more than 100 billion 

yen) and Wendy Addison (the ex-

LeisureNet treasurer who in 2000 

uncovered the embezzlement of 

millions of rand). 

They provided a timely reminder 

that professional accountants have 

a huge role to play in rebuilding 

public trust in business institutions. 

‘Ethics sets us apart from every 

other profession,’ said Rachel 

Grimes, outgoing president of the 

International Federation of Accountants. ‘Trust is the most 

important asset a business can have – an intangible on the 

balance sheet that we know is priceless.’

Ethics consultant Clare Payne told attendees that 

accountants will have to go beyond compliance in order to 

earn public trust. Society’s expectations will keep changing, 

she said, often faster than standards are updated. Accountants 

will also need to weigh up the business advice they give by 

asking whether it’s moral. That means factoring in public 

attitudes to issues such as discrimination, human rights and 

income inequality, she added. 

It’s going to be emotional
‘To succeed in a fast-evolving digital age, professional 

accountants need a rounded set of skills that go beyond 

technical knowledge, and these skills include emotional 

intelligence,’ ACCA chief executive Helen Brand told the 

WCOA delegates as she unveiled new research into the topic.

While technology will be able to handle routine tasks in the 

future, only human beings will be able to identify and manage 

emotions in themselves and others, she added. ‘Many people 

have an intuitive sense of EQ [emotional quotient], often 

expressed as something to do with emotions and interacting 

effectively with people. But it is important also to critically 

reflect on the value embedded in emotions in today’s digital 

age. Effectively harnessing this value is vital for success.’

Delegates at WCOA were 

encouraged to proactively focus 

on their emotional intelligence by 

developing a range of competencies 

including a growth mindset, self-

knowledge, perspective-taking, 

empathy and influence. A good place 

to start here is to assess your EQ 

level by using ACCA’s diagnostic tool, 

available at accaglobal.com/EQ.

Planetary mission 
Blessed with the technical skills 

to measure and validate data, 

accountants will be uniquely equipped 

to help achieve a more sustainable 

future for the planet. That was the message at WCOA from 

both the Prince of Wales and Ban Ki-moon, former United 

Nations secretary-general.

‘Peace and justice can only be established when everybody’s 

activities are accountable and transparent,’ said Ban. ‘Expand 

your collective efforts and take the lead in support of the UN 

Sustainability Development Goals and climate change action 

to make this world much, much more accountable. You are 

accountants. This word comes from “accountability”. So let’s 

work together to make this world better.’

In a video address, Prince Charles said accountants must 

assist in taking ‘drastic action’ on climate change. He said 

finance leaders have the ability and the responsibility to create 

sustainable and commercially viable business models. For 

more details, visit accountingforsustainability.org.

‘Ethics sets us 
apart from every 
other profession. 
Trust is the most 

important asset a 
business can have’
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sessions discussing artificial intelligence, robotics, the internet 

of things, automated payments and blockchain.

‘When you’re looking after the financial wellbeing of a 

company, that’s a very big responsibility that accountants 

have, and many, many new innovations are happening all 

over the world,’ said Ayesha Khanna, co-founder and CEO 

of Singapore-based artificial intelligence solutions firm 

Addo AI. ‘I think it’s very exciting that there are more tools 

available for accountants.’

Grimes summed up the prevailing mood: ‘Through 

technological innovation and human ingenuity we can 

shed our most mundane tasks and expand our minds. We 

can also free up the world’s most precious non-renewable 

commodity: time. More time to provide high-value strategic 

advice. More time to advance sustainable prosperity. And 

more time to fulfil our public interest mission. Can we achieve 

it all? I know we can.’ AB

Andy McLean, journalist based in Sydney

More information

See also the articles ‘Start the revolution’ and ‘Convening 
Down Under’ in this edition

Assess your emotional intelligence using ACCA’s diagnostic 
tool, at accaglobal.com/EQ

Younger generation will rise (and rise)
If WCOA is anything to go by, the next generation of 

accountants will be bold, ambitious and ready to reimagine 

the profession. Delegates enjoyed several presentations from 

young achievers who are already applying their accounting 

skills to support business and social causes.

‘As the new generation of accountants joins the ranks, we 

have different visions of what accounting can be,’ said Shelley 

Cable from PwC Australia. While still in her mid-20s, Cable 

spoke at the UN in Geneva in 2017 about the human rights 

of indigenous peoples. ‘I would love to see new and young 

accountants take on more leadership roles and believe in 

themselves that they can make a difference – because we 

absolutely can,’ she said. ‘There is nothing holding us back 

except our own imagination.’

Cable emphasised that young accountants are eager to 

collaborate with established leaders in the profession. She 

said: ‘We want to walk alongside you. We want to learn from 

your experience. And we want to combine it with our own 

energy and our own vision for the future.’

Adding more value than ever
The accounting profession can free itself from repetitive, 

transactional tasks and concentrate instead on adding 

greater value for clients and employers. That sentiment was 

repeatedly heard throughout the four days of WCOA, in 
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Start the revolution
An exhilarating prospect, the robot revolution is also a potentially frightening 
one that few have embarked on. Here’s how to begin your robot journey

The majority of accountants say that robotic process 
automation (RPA) offers incredible opportunities for 
their organisations, but only a minority have found 

a way to begin implementing the technology. 
This is the major finding from a global survey of 

more than 2,700 accountants, conducted jointly 

by KPMG and ACCA with strategic alliance 

partner CA ANZ. The survey’s finding was 

mirrored by an audience poll that was 

taken at the World Congress 

of Accountants in Sydney 

in November.

Jamie Lyon, interim director of professional insights at 

ACCA, says: ‘The common assumption is that this technology 

is all about getting cost out of the 

finance team, but it’s really about 

how to improve control, how to 

speed up processing.’

RPA offers 24/7 operational 

capability, data accuracy and 

improved visibility of business 

performance. ‘It can really 

change the game, particularly for 

transactional finance work,’ says 

Lyon. ‘You can start to free up 

finance teams from repetitive work. 

And then when that is combined 

with the front end – particularly 

around analytical tools in the face 

of exploding data in the corporate 

environment – automation can transform the way accountants 

and finance professionals bring real value to the organisation.’

Love your robot
When seeking to deploy RPA, one of the most common 

barriers experienced by finance leaders is fear and resistance 

from the workforce. That’s hardly surprising given media 

speculation that robots will steal human jobs. A 2013 

Oxford University study, which found a 93% probability that 

‘Accountants have 
the skillset and the 

framework on which 
to build RPA. It’s a 

massive opportunity 
for the profession – 

we should get out 
there and own it’

‘I believe that 

accountants have the 

skillset and the framework 

on which to build RPA and I 

think it’s a massive opportunity for 

the accounting profession – we 

should get out there and own 

it,’ says Rachel Grimes, outgoing 

president of the global organisation 

for the accountancy profession 

the International Federation of Accountants (IFAC), who has 

personal experience of deploying RPA with her employer in 

Australia, the banking group Westpac Bank. 

RPA is not as complicated or as daunting as it might first 

appear. It is simply software that is programmed or instructed 

by end users to perform high-volume, standardised, rules-

based tasks. It automates the logical transfer of data within 

processes quickly and accurately, reducing the amount of time 

that accountants need to spend on mundane tasks.
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Keeping up with the robots
Singapore-based Ayesha Khanna, CEO of artificial intelligence 

advisory firm Addo AI, says it’s essential for accountants to 

keep constantly up to date on how others in the profession 

are harnessing technology. Speaking at the World Congress 

of Accountants in Sydney, Khanna recommended setting up 

a Google alert for online articles about how AI and RPA are 

being applied in the accounting world and subscribing to 

publications such as MIT Technology Review and Wired. 

She also suggested viewing relevant online conferences. 

ACCA members can watch on-demand the Accounting for the 

Future global virtual conference sessions on robotics and the 

finance function (go to accaglobal.com/AFF2018).

computerisation would lead to job losses for accountants and 

auditors during the next two decades, is commonly quoted.

But the reality of introducing RPA runs contrary to the media 

hype. Ali Mehfooz, global head of fund technical and finance 

services at AMP Capital, says staff engagement in a finance 

team in his organisation shot up after RPA was introduced. 

‘Once we work with them and show them the benefits, people 

are quite excited about getting involved,’ he says.

Nikki McAllen, financial management partner at KPMG 

Australia, says staff engagement is the key to successful RPA 

implementation. ‘It’s about how you manage it and involve 

your teams from the very start,’ 

she says. ‘There is initially fear 

when you start talking about 

automating – not necessarily 

among qualified accountants, but 

certainly among team members who 

are doing transactional jobs; they are 

concerned about losing their jobs. 

But what we’ve seen, especially 

among some of the younger 

generation, is teams 

embracing the opportunity 

of robotics, and moving on 

to become programmers 

and controllers. You’re 

getting more involved in 

solving the organisation’s 

problems, and actually feeling 

like a valued member of the team rather than just 

processing transactions. So I don’t think it’s something to be 

scared of. It’s a real opportunity to reinvent yourself.’

Proof of concept
A prudent approach to RPA adoption is to trial discrete 

business processes or projects before seeking a broader 

rollout. Identifying the right area of the business for trial can 

be critical. McAllen says: ‘We have seen clients start too big 

and choose the most complex problems, which often takes 

an awful lot of time to unpick, and sometimes you are having 

to fix the process before you automate it. That can derail your 

automation journey.’

On the other hand, selecting a business process that is 

too easy to solve can fail to deliver substantial benefits to 

the business. ‘That can leave the organisation relatively 

disengaged on the automation journey,’ McAllen adds.

RPA consultant Matt Kearney from NTT Data recommends 

thinking about what the impact could be outside the finance 

function. ‘You should look at what the opportunity is across 

the business, not just the finance area. You really need 

to be making your plans around where the best process 

opportunities are for all the business functions. Finance can be 

the leader and the evangelist in this process.’ AB

Andy McLean, journalist, Sydney

More information

Read the ACCA, CA ANZ and KPMG joint publication 
Embracing robotic automation during the evolution of 
finance at bit.ly/ACCA-robo-embrace
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Secrets of SME success
As a recent ACCA report shows, a clear vision and strategy, robust processes and the 
right people are as vital for SMEs to succeed as they are for larger organisations

Owner-managers of small businesses are generally 
brave, ambitious people with a good grasp of 
their sector and a quiet confidence in the product 

or service they are offering. But a stellar idea does not 
necessarily translate into a star company. So why not?

In every country, the majority of 

businesses are small. SMEs and 

micro-firms account for 95% of all 

enterprises in OECD (Organisation 

for Economic Co-operation and 

Development) countries and 93% 

of those in non-high income, 

non-OECD nations. The long-term 

success of a smaller business, 

though, depends as much on the 

nuts and bolts of an organisation – 

solid processes and governance – as 

it does on a money-spinning idea.

No one understands this more 

than professional accountants, which 

is why ACCA has embarked on a detailed research project 

to better understand how SMEs can grow successfully. The 

second report in its three-part research project, How vision 
and strategy helps small businesses succeed: Governance 
needs of SMEs, focuses on how a business can build an 

internally robust organisation. It 

follows Growing globally: How SMPs 
can unlock international ambitions, 

published in July 2018, which 

discussed how small businesses can 

be better supported to participate 

in international trade; the final report 

will examine how SMEs can adopt 

best practice from high-growth firms.

SMEs come in all shapes, sizes and 

sectors but, the report argues, there 

are some good ideas that can be 

applied to most of them, with some 

inspiration. It defines governance in 

the context of SMEs as being ‘about 

The long-term 
success of a small 
business depends 

as much on the 
nuts and bolts of an 

organisation as it 
does on a money-

spinning idea
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Critical factors for long-term prosperity
ACCA’s report asked 368 SMEs what they felt were the critical 

factors enabling businesses to prosper over the long term.

leadership directing the organisation to long-term prosperity’. 

In practice, this requires four vital elements:

* introducing oversight mechanisms

* aligning processes with the organisation’s purpose

* demonstrating a commitment to stakeholders

* ensuring that resources are used for maximum impact.

These objectives may appear a lot to ask from SMEs, says the 

report. ‘Governance requirements may, at times, appear to 

involve a balancing act with the pursuance of the business’ 

purpose.’ But, it adds, if the way in which a business is run is 

aligned with what it aims to achieve, the organisation will be as 

effi cient as it is effective.

The research, which is based on a survey of 500 SMEs and 

not-for-profi t bodies worldwide, as well as insights from 

business leaders, academics and business advisers, identifi es a 

number of drivers that build a robust organisation.

Having vision
It begins with vision. ‘Any organisation needs to picture how 

it wants to look, what it delivers, and how people external to 

the organisation would see it in the future,’ says the report. If 

a vision is about where the organisation wants to go, strategy 

and processes are what will take it there – breaking down the 

vision into manageable steps, setting achievable goals for 

execution, and monitoring and reporting on outcomes.

In all of the organisations questioned, the owner-manager 

or CEO played a key role in strategy-setting, although senior 

management and the executive team tend to become more 

involved as the organisation grows. And it is an ongoing 

process; 78% of respondents said that strategy is discussed at 

least four times a year in their organisation. 

Just under half of those questioned said they never involve 

a third party in strategy discussions. This is an area where 

changes could be made, according to the report. It may not 

always be a palatable idea to bring in external parties to 

review strategy, but it can be helpful to receive a different 

perspective: ‘Even on an ad hoc basis, by having contacts to 

consult with, leaders can benefi t from different experience and 

expertise – or just have someone to bounce ideas off.’

The third essential driver of SME success is people, and that 

will continue even in an automated world: ‘In high-growth, 

high-tech and niche industries, the innovation and creativity of 

people is fundamental,’ says the report.

Added to these are the external factors that a resilient 

SME must withstand. ‘The organisation must understand and 

interact appropriately with its stakeholders – from its workforce 

to trade partners, from funders to the community in which it 

operates – and win their support,’ says the report. ‘This can 

make or break the business as it goes through the economic 

Staff/team work 39%

30%

22%

20%

20%

15%

14%

13%

Strategy

Treat stakeholders well

Leadership

Business process

Resilience/competitiveness

Mission/vision

Liquidity

cycle, circumvents threats and explores opportunities.’ It 

adds that if an SME is to be successful, it must nurture its 

relationship with external stakeholders, align rewards and 

opportunities for employees with its strategy, and stay fl exible, 

adaptable and resilient.

Vital leadership
The report acknowledges the vital role that leadership plays 

in creating and maintaining these drivers of success. Most of 

those taking part in the survey said that their own leadership 

team had a process in place to make sure that its members 

had a broad range of skills to meet these challenges, although 

almost half of micro-entities questioned said they did not 

evaluate individual leaders.

The report suggests that a regular review of leadership skills 

and performance should not be confi ned to larger companies 

and could be benefi cial to businesses of any size.

The research team concluded its survey by asking those 

SMEs taking part what critical factors helped them to prosper 

over the long term. For most, the answer was good people – 

the importance of attracting, retaining and investing in people 

to create a strong team. In other words, whatever business you 

are in, it is essential to be in the business of people. AB

Liz Fisher, journalist
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More on mindfulness

Try a mindfulness exercise with Rob 
Yeung at bit.ly/ACCA-playlist.

The mindfulness remedy
Training the mind to focus on the here and now rather than wandering off here and 
there can improve your decision-making and your stress levels, says Rob Yeung

the University of California, Santa 

Barbara, found that only eight minutes 

of performing mindfulness resulted in 

psychological benefits that were greater 

than from the same time spent either 

reading or relaxing quietly.

However, the most impressive benefits 

of mindfulness have typically been 

observed after many hours of practice. 

Investigators led by the University of 

Melbourne’s Richard Chambers found 

that people who completed an intensive 

10-day programme (around 110 hours) 

of mindfulness training experienced 

improved memory and attention, and 

psychological well-being. Other studies 

that reported benefits such as reduced 

stress and greater job satisfaction have 

typically asked participants to perform 

mindfulness for up to 30 minutes daily 

for around eight to 10 weeks.

There is likely to be a dose-response 

relationship between mindfulness and 

its benefits, much as there is between 

physical exercise and its positive effects. 

Run, swim or play tennis for an hour a 

month and you will likely get some but 

limited benefits; engage in a bigger 

‘dose’ of physical activity for perhaps 

several hours a week and you almost 

certainly get greater benefits. Similarly, 

occasional mindfulness likely accrues 

only certain benefits; more frequent 

and/or longer mindfulness may lead to 

greater gains.

The benefits of mindfulness are not 

purely subjective, either. Scientists 

led by Harvard Medical School’s Britta 

Would you like to feel less stressed at 
work or make better decisions? Would 
you like to feel less exhausted, have 
more control over your emotions or 
derive more satisfaction from your job?

All these positive outcomes are linked 

to a mental state known as mindfulness. 

In simple terms, mindfulness is defined 

as being consciously aware of our 

moment-to-moment experience, which 

includes not only the information we 

perceive through our physical senses 

but also the thoughts and feelings we 

are having.

Contrast that with states of mind that 

are not mindful: if you find yourself 

caught up in irrelevant thoughts, unlikely 

daydreams or past regrets perhaps, or if 

you rush around busily doing activities 

while running on automatic mental pilot.

To experience mindfulness, try a brief 

exercise: close your eyes for a minute 

and just focus on the sensations of your 

breathing. Breathe normally through 

your nose and simply pay attention 

to the feeling of the air entering and 

exiting your nostrils. Soon you may 

notice your mind wandering, as you 

think about tasks you need to complete 

at work or home. Many people also 

get distracted by thoughts about past 

mistakes or current problems. When 

your mind wanders, gently bring your 

awareness back to your breathing. 

Perhaps set a quiet timer to go off when 

you want to finish.

Training the mind
Studies have detected benefits 

from mindfulness training almost 

immediately. One research investigation 

led by scientist Michael Mrazek at 

Mindfulness 
training is able to 

change the very 
structure of the 

human brain
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business is a profi t-making entity that makes very 

little difference to the world. I want to work in a more 

meaningful sector, but would have to take a signifi cant 

pay cut to do so. I feel stuck and unsure what to do.

A Take a moment to think about what you would like your life – not 

just your career – to look like in, say, 10 or 15 years. How do you 

want to be spending your time? How do you want to feel about your life, your work, 

and, indeed, yourself? If you can’t bear the idea of still being in the same industry a 

decade or so from now, then it’s time to start planning your way out.

Consider this: a business building a new manufacturing plant (which would require 

inputs of time, effort and money – just as most career changes would) will likely look 

for a return on its investment in years rather than just months. Try thinking about your 

career decision in the same way that a company will take a business decision: there 

will be fi nancial and emotional costs before any eventual payback.

But don’t imagine that you have only two options: either to stay in your unfulfi lling 

job or to do something more meaningful but poorly paid. Consider ways of dabbling 

in the new sector while staying involved in your current role. Could you take a 

sabbatical for a few months? Could you volunteer to do something in the different 

sector for a few hours a week to begin with?

To move forwards, get in touch with people who are doing what you want to do. 

Approach them respectfully and seek their advice – face to face, over the telephone 

or simply by email. You may be surprised at how willing people are to help so long as 

you show you have researched their line of work and are committed. 

Tips for the top
Smartphones allow us to do so much. However, a study led by Adrian Ward at 

the University of Texas at Austin suggests that even the physical presence of 

smartphones may be detrimental to their owners’ performance. Ward and colleagues 

gave 520 participants 10 puzzles to solve from an intelligence test. Some participants 

were instructed to put their phones in another room, others put their phones in 

either a pocket or bag, and a fi nal group put their phones on 

a desk next to them. Participants with their phones in 

a separate room answered, on average, 8.3 puzzles 

correctly; those with phones in a pocket or bag scored 

around 8.2; and those with phones on the desk 

scored 7.8. In other words, people were measurably 

distracted by the mere presence of their phones. 

Even without checking their phones, they suffered 

a loss of cognitive capacity. The lesson: to work at 

optimal productivity, do not simply keep your phone to 

one side – put it entirely out of sight.

Dr Rob’s talent clinic

Q I have achieved what many 

would consider a successful 

career. However, for years I have 

been feeling distinctly unfulfi lled 

by the industry in which I work. Our 

Hölzel used magnetic resonance 

imaging to examine the brains of 

participants after an eight-week 

mindfulness programme and 

found increased grey matter 

concentration in the brain regions 

involved in learning and memory, 

among others. In other words, 

mindfulness training is able to 

change the very structure of the 

human brain.

Modern mindfulness is an entirely 

secular training exercise unrelated to 

religion. Just as physical exercise hones 

the body, mindfulness strengthens the 

mind and our ability to focus on what 

we want to focus on. You can practise 

mindfulness in its most basic form 

simply by focusing on your breathing, as 

I suggested earlier. 

If you fi nd it diffi cult to practise 

mindfulness for 10 to 20 minutes in one 

go, aim for smaller chunks throughout 

the day. When clients tell me that 

they are too busy, I advise them to try 

practising mindfulness only on certain 

days of the week. Practising mindfulness 

occasionally will still likely deliver more 

benefi ts than never doing it. 

If you would like more formal 

guidance, download two instructional 

audio tracks that I have recorded at 

bit.do/mindful-audio. These are available 

for free, but the site requires email 

registration. Alternatively, follow the link 

to the accompanying ACCA video. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm 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
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Trust ratings

Source: Roy Morgan Image of 
Professions Survey 2017
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as both warm and competent. People 

who come across as warm are inspiring.

Accountants sit in a group with 

engineers and lawyers, who are viewed 

as cold and competent. Apparently, 

professionals who come across as cold 

are mistrusted, and viewed as self-

serving and calculating. The lesson from 

Fiske’s research is that if accountants 

want to become a high-trust profession, 

they need to become more skilful at 

generating and communicating warmth.

Empathy and self-persuasion
There are two practical, proven and 

easy steps that accountants can take 

to improve their warmth and trust 

scores. First, they need to become 

much more skilful at generating and 

projecting empathic concern – the 

emotional intelligence quotient referred 

to in ACCA’s research Professional 
accountants – the future and follow-up 

report Emotional quotient in a digital 
age – Emotions and the future of 
accountancy.

Empathy has three complementary 

components:

* emotional, where we share the 

feelings of other people

* cognitive, where we demonstrate 

that we understand a client’s goals, 

desires and motives, and can see 

the world through their eyes

* concern, the attribute most highly 

valued by clients, where they 

believe their accountant genuinely 

cares about their long-term 

wellbeing and always acts with their 

interests in mind – a trusted helper, 

in other words. Clients reward 

trusted helpers by following their 

Asurvey from Australia about 
trust in the professions ranks 
accountants ahead of lawyers 

– but with a score of just 50% (see 
box). Why is this?

Accountants know that a low level of 

trust is bad for business. ‘Trust is a hard-

edged economic driver,’ says Stephen 

Covey, author of The Speed of Trust. 
He argues that trust always affects two 

outcomes – speed and cost. When trust 

dwindles, speed (the time it takes to 

do business) also falls while costs rise. 

Likewise, when trust goes up, speed 

increases and costs fall.

Trust is also a strong predictor of 

whether a client will follow an adviser’s 

recommendations. Research from the 

medical profession shows that patients 

who trust their doctors are more likely 

Perhaps the 
greatest benefit of 
self-persuasion is 

discovering that, as 
trust deepens, the 

quality of the work 
you win improves

to follow treatment plans. Accountants 

can rebuild trust by softening their 

approach to appear more accessible, 

consultative and empathetic. Research 

by Susan Fiske at Princeton University 

on warmth and competence found that 

80% of the social judgments humans 

make about other people are based 

on the answers they get to the two 

questions they unconsciously ask when 

meeting someone for the first time. 

These questions are hardwired into our 

brains and evolved in Stone Age times, 

when it was vital to rapidly determine 

whether a stranger was a friend or 

foe. The first question is ‘do I like this 

person?’, which is an assessment of their 

warmth and trustworthiness. The second 

is ‘do I respect this person?’, which is 

a judgment of their effectiveness and 

competence, and how capable they are 

of carrying out their intentions.

Fiske asked adults in the US to 

appraise and compare professions for 

warmth and competence. They rated 

the professions that come across as 

caring – nurses, doctors and teachers – 

Warm and fuzzy
If accountancy is to become a highly trusted profession, accountants need to 
become more skilled at generating and communicating warmth, says Harry Mills
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recommendations and, over time, 

buying more services from them.

Second, accountants need to change 

the way they influence others. There are 

two ways to influence someone: direct 

persuasion, which generates mistrust; 

and self-persuasion, which creates trust.

When influencers use direct 

persuasion, they use arguments, 

numbers and reasons to convince 

people why they need to change. 

Direct persuasion is the default form of 

influence for many accountants, whose 

persuasive communications primarily 

consist of statements packaged as 

presentations, status reports and 

managed discussions. 

When influencers use self-persuasion, 

they help people discover their own 

reasons for following a course of action. 

Accountants who have been trained 

to use self-persuasion techniques 

consciously seek to minimise the 

number of statements they deploy. Their 

primary form of influencing behaviour 

is to ask questions. They use tools such 

as the ‘why, what if, how might we…’ 

questioning sequence to get clients to 

generate their own insights.

When accountants become expert 

at self-persuasion, they marvel at how 

motivated clients can be when they 

come up with their own reasons. They 

discover it’s not what you sell but how 

you sell it that matters most to clients. 

Research by social psychologists 

shows that self-persuasion is nearly 

always more powerful than direct 

persuasion because we don’t argue with 

our own reasons. We trust the person 

who has come up with the reasons – 

ourselves. Self-persuasion doesn’t just 

change minds; it changes behaviour.

The bottom-line benefits for 

professionals who master how to build 

fast trust with empathetic concern and 

self-persuasion can be substantial. 

Perhaps the greatest benefit is 

discovering that, as trust deepens, 

the quality of the work you win 

improves. Great clients and challenging, 

cutting-edge work – what more can you 

ask for? AB

Harry Mills is the expert on persuasion 

for the Harvard ManageMentor 

programme.
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of cultural resistance to the idea of 

predicting the worst possible scenario. 

That is partly to do with executives 

having a cognitive bias towards positive 

assumptions about the future, says 

Patrick Roberts, director of consultancy 

Cambridge Risk Solutions. ‘We need 

people to be open to the idea that 

something bad will happen; they are 

then more likely to develop a mindset 

prepared for a crisis and a more resilient 

organisation as a result,’ he says.

But Tara Swart, an executive 

leadership coach who teaches 

Business leaders are fully aware of the 
issues they are facing in an increasingly 
challenging environment where 
disruption has become the norm. If you 
add to that the growing uncertainty of 
trade wars (and in the UK, Brexit), then 
the prospect of rapid value destruction 
or even the demise of a company is a 
very real prospect.

As a result, more and more 

organisations are starting to perform a 

pre-mortem. Defi ned as a managerial 

strategy in which a project team 

imagines that a project or organisation 

has failed, a pre-mortem team 

works backwards to determine what 

potentially could lead to the failure of 

the project or organisation.

The phrase is often attributed to US 

research psychologist Gary Klein, who 

said: ‘A pre-mortem in a business setting 

comes at the beginning of a project 

rather than the end, so that the project 

can be improved rather than autopsied.’

Prepare for the worst
Despite the logic of conducting such 

an exercise, there exists a degree 

Predicting an organisation’s demise could prove the key to ensuring its survival 
and ability to prosper in an increasingly uncertain business world

Life after death

46 Accounting and Business January 2019

C
PD

GL_M_HolmesCPD.indd   46 04/12/2018   12:03



More information

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

might be, and how the failure could 

be mitigated. 

 ‘There is an important distinction, 

however, as FMEAs are generally 

more applicable when the risks are 

identifi able. In other words, they 

are related to what we would refer 

to as a known unknown. FMEAs do 

not really apply when it comes to 

unknown unknowns, or the risks that 

often emerge in highly complex and 

interdependent projects. So the fi rst 

step is often quantifying what sort of 

risks are evident in the project itself.’

Follow-ups
Do management teams follow up on 

the fi ndings generated by such an 

exercise? Swart says in her experience 

companies most commonly do follow 

up pre-mortems with strategies to avoid 

the potential pitfalls, and in some cases 

generate new ideas and alternatives, 

and action these. ‘This is a powerful 

exercise with specifi c takeaways, so they 

can follow up with radical proposals. 

These take about 12 to 18 months to 

fully action,’ she suggests.

Although Swart says she has not 

observed a scenario where a company 

does not follow up on a pre-mortem, 

she believes there might well be 

situations where it might prove diffi cult 

because of cultural or other challenges. 

‘It is still considered progressive for 

teams to work with neuroscience, ‘ 

she says. ‘However, the rise of artifi cial 

intelligence and the massive changes 

it will bring to the future of work mean 

more teams are looking for solutions.’

Hutchison-Krupat says the type of 

follow-up and degree of radicalism 

involved depend on the different 

scenarios, or failure modes, identifi ed. 

‘If disruption is seen as a threat in 

certain parts of the business, then the 

response very often depends on the 

overall position and strategy of the 

organisation,’ he says, ‘the key being 

neuroscience in leadership at 

Massachusetts Institute of Technology 

(MIT), says the concept can be a 

powerful focus for management teams. 

‘I use the pre-mortem exercise with top 

teams that I work with in the bio-tech, 

retail, food and beverage, and fi nancial 

services sectors,’ she says. ‘In applying 

neuroscience to their leadership 

development, I explain that loss 

aversion is one of the strongest gearings 

of the brain, and so we will look out for 

potential obstacles more than we will 

seek the reward. By raising awareness 

of the potential barriers to success, we 

are more likely to pre-empt them and 

reach the goal. 

‘The exercise is also important 

because it gives everyone a voice. 

Some people dominate verbal 

communication, and there are things 

people are not willing to say openly. 

Introverts write a lot in these sessions. 

I ask the teams to write anonymously 

then I collect up the paper and read it 

out loud for them to discuss.’

Cultural challenges
In some markets, the concept of 

the pre-mortem has been slower to 

gain traction, although some of its 

characteristics are to be found in earlier 

management theory. Jeremy Hutchison-

Krupat, senior lecturer in operations and 

technology management at Cambridge 

University’s Judge Business School, says 

pre-mortems sound like a reframing of 

relatively old project management and 

continuous improvement tools. 

‘An example would be a tool known 

as FMEA [failure modes effects analysis], 

which mainly gained its fame in six 

sigma projects,’ he says. ‘An FMEA is 

aimed at doing exactly the sort of thing 

a pre-mortem seems to do. In other 

words, it asks managers to imagine what 

the failure modes could be, what the 

impact of these failures would be, what 

the potential causes of such a failure 

that a successful organisation will 

have an honest conversation about 

the what-ifs.

‘Then the response needs to be 

tailored to the risk. Some companies 

have created entire organisations to 

try and disrupt themselves. But this 

does not mean that this is the correct 

response for everyone. The fi rst step 

is to have an honest conversation 

regarding events or scenarios that could 

happen, which would have a signifi cant 

impact on the strategic objective of a 

project or initiative.’

In the meantime, something slightly 

akin to a pre-mortem is the concept of 

the living will that UK banks are required 

to put in place. These are plans that 

enable lenders to stipulate in advance 

how they would raise funds in a crisis 

and how their operations could be 

dismantled after a collapse.

Regulators imposed the plans to 

avoid a repeat of the chaotic events 

that unfolded in the fi nancial crisis – 

especially after investment bank Lehman 

Brothers collapsed in 2008. 

The fact that it was the regulator 

imposing the living will on banks 

rather than the institutions voluntarily 

undertaking the exercise suggests 

how culturally challenging any such 

approach can be. 

Predicting the demise of a company 

may seem an unpalatable prospect for 

management teams. But the rapidly 

changing environment, in which 

disruption can bring sudden existential 

threats, may see the pre-mortem 

becoming standard practice – especially 

if shareholders start demanding it as 

part of wider management practice. AB

Lawrie Holmes, journalist
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Analogue dinosaur
The accounting for intangibles is rooted in a pre-digital world, with valuations refl ecting 
neither the development costs nor expected value of tech assets. Adam Deller explains

Let’s go back to 1998. In many ways, 
the world wasn’t so very different from 
now. Many of the famous bands and 
celebrities 20 years ago are still in the 
public eye, and nostalgia has played its 
part in keeping many of these things 
front and centre. Yet in some ways, the 
world has changed enormously. 

In September 1998 the Diamond Rio 

PMP300 was launched. It may not be a 

product that immediately rings any bells 

for many people, but it was the fi rst 

subject to tweaks ever since, particularly 

with the introduction of new standards 

for consolidated fi nancial statements 

such as IFRS 3, Business Combinations, 

in 2004. While there have been minor 

adaptations, the core principles of 

IAS 38 remain the same, in particular its 

defi nition and recognition criteria.

The rules
According to IAS 38, an intangible asset 

is ‘an identifi able, non-monetary asset 

without physical substance’. Or, U Can’t 

commercially successful portable MP3 

player. It cost US$200 and could hold up 

to an hour of music. It’s fair to say the 

technology has moved on since then.

In the very same month, a far more 

exciting breakthrough was made, which 

I’m sure all readers are aware of. That’s 

right: IAS 38, Intangible Assets, was 

published. Doubtless, many readers will 

have celebrated the 20-year anniversary 

in style, so let’s take a time machine to 

back then. Imagine that we’re standing, 

in our shell suits, at the launch of the 

standard, with Britney Spears playing 

in the background. The surrounding 

computer screens run Windows 98 

and we dream of a brave new world, 

knowing that as technology develops, 

so will the accounting for it.

Only that hasn’t quite happened with 

the accounting for technological items. 

Most of the accounting for tech-based 

items falls under IAS 38, or IAS 16, 

Property, Plant and Equipment, which 

was fi rst issued in 1982. IAS 38 has been 

While there 
have been minor 

adaptations to 
IAS 38 since 1998, 
its core principles 
remain the same
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production quotas) do not get to the 

heart of the modern world of intangible 

items. As there is no market for unique 

items, this essentially prevents most 

technology businesses from recognising 

their assets at market value. 

In practice
The reality is that some of the largest 

entities in the world have a market 

capitalisation that far outweighs their 

balance sheet value. In itself, that is 

nothing new, but it does highlight the 

problem of how to recognise the assets 

of these entities. 

For example, at the time of writing, 

Alphabet, the parent company of 

Google, has a market capitalisation of 

US$714bn compared with total assets 

of just US$197bn on its statement of 

fi nancial position; recognised intangible 

assets make up less than US$3bn of 

that total. This is Google, a famous 

hub of innovation and development, 

at the very forefront of technology. 

Instinctively we know that the true value 

of the technology, the algorithms and 

the customer data is huge, which is 

what makes Google so valuable. Yet the 

accounting world struggles to fi nd an 

accurate way to capture that value.

Similarly, Airbnb has a vast network 

of home owners and contacts it has 

utilised to create its brand, but none of 

this will be recognised in the fi nancial 

statements. The hardware and servers 

will be recorded there, but there will be 

nothing on the intangible network itself, 

where the real value is generated.

This value often arises in consolidated 

fi nancial statements when a company 

is acquired. In these cases, it is 

recognised at fair value, as it then 

becomes part of the acquired assets 

of the subsidiary entity. The accepted 

wisdom is that its intangibles form part 

of the acquisition price, so a value is 

allocated to them at acquisition. This 

provides better information than simply 

Touch This, as the era’s great rapper, 

MC Hammer, put it in another context. 

Some of the items covered by IAS 38 

may have some physical substance, such 

as patents and trademarks with their 

physical legal document, but the words 

of the man who gave us ‘Hammer time!’ 
remain largely true.

A key part of the defi nition is the word 

‘identifi able’. The standard goes on to 

state that an asset is identifi able if it is 

separable (ie it can be sold separately 

from the underlying business itself) 

or arises from legal or contractual 

rights. If the item meets either of these 

conditions, then it is capitalised as a 

non-current asset.

From there we get into the 

measurement criteria. The asset is 

recognised initially at cost, and most 

intangible assets remain held under this 

model, as we will see. In one sense this 

helps preparers, as the use of the cost 

model is simple and straightforward, 

just amortising the cost over the asset’s 

expected useful life.

Safety first
While the cost model may be easy to 

apply, it is not necessarily a refl ection of 

the true value of the item, particularly 

in the modern business world. A 

company may capitalise costs in the 

development of a new technology, but 

the true value of the technology is likely 

to far outweigh the cost of the inputs in 

developing it to completion. There is a 

remedy to this in that IAS 38 states that 

entities can choose to hold intangible 

assets under the revaluation model.

At this point, everything sounds 

reasonable, and the framework seems 

perfectly adequate. The issue arises in 

that the application of the revaluation 

model is unlikely in practice, as IAS 38 

states that this can be done only with 

reference to an active market.

The standard itself recognises that 

an active market for intangible assets 

is rare, and even the examples it 

gives (fi shing licences, taxi licences, 

The accounting 
world struggles to 

find an accurate 
way to capture 

the vast value of 
the tech giants’ 

intangible assets
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This realistically results in costs 

only being eligible for capitalisation 

towards the end of the project. As a 

consequence, the value of the asset in 

the statement of financial position is not 

a reflection of either the costs incurred 

on the project nor the expected value to 

be derived from it. In short, it feels like 

the worst of both worlds.

The road ahead 
In a recent conference, Hans 

Hoogervorst, chairman of the 

International Accounting Standards 

Board (IASB), acknowledged that the 

standard-setter should consider looking 

at the accounting for intangible assets. 

We have a situation where it is widely 

acknowledged that a large amount of 

value in certain entities is not captured 

in statements of financial position. This 

state of affairs surely cannot continue.

The accounting rules for intangible 

assets have been stable for a long time, 

and they lead to sensible recording 

of items at cost. They are good at 

lowering the risk of vastly inflated asset 

values. These are very good reasons 

for keeping the status quo. However, in 

an age of innovation, where ideas and 

development underpin many of the 

largest elements of the global economy, 

it can all feel a bit safe and a bit dated. 

The IASB may not want to embark on 

another process of redrafting a major 

accounting standard, but if financial 

statements are going to continue to be 

the mainstay of financial reporting, it’s 

time for a rethink of this area. Otherwise 

we could be left with a set of analogue 

standards in a digital age. AB

Adam Deller is a financial reporting 

specialist and lecturer.

subsuming everything into goodwill, 

which is already the subject of scrutiny 

and concern over whether excessive 

amounts are being recognised, and 

more work is needed on impairment. 

The argument is that if a fair value can 

be assigned in the acquisition case, why 

can it not be assigned in an individual 

set of financial statements? This loops 

back to the revaluation question, and 

currently is where the discussion ends, 

as revaluation is not permitted.

Internally generated assets
A long held principle of IAS 38 is that 

the majority of internally generated 

intangible assets cannot be capitalised. 

Internally generated brands are 

often cited as the big example here, 

prohibiting entities from recognising 

items, due to their subjective and 

fluctuating nature. The fear that 

companies can manipulate their 

financial statements by recognising an 

inflated brand strength has brought 

us to a situation where almost no 

internally generated intangibles can be 

recognised. The big question is how 

long this can continue. 

We live in an information age, where 

innovation and ideas are rightly seen 

as the heart of many of the global 

businesses but cannot actually be 

recognised in the financial statements.

At this point, some readers may be 

screaming ‘research and development!’. 

And, of course, they would be right. 

Development costs for new projects can 

indeed be capitalised, but only when 

the capitalisation criteria are met. 

Some R&D criteria are easy to 

demonstrate – for example, identifying 

the expenditure on the project and 

demonstrating an intention and 

resources to complete the project. 

Other R&D criteria, though, are more 

difficult to capitalise, such as the project 

being technically feasible and having a 

probable economic benefit. 
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a 
roundup of the latest developments in audit, reporting, tax and law

Auditor guidance
If you are a holder of a UK and also an 

Irish audit licence, see page 72, plus 

ACCA’s guidance at bit.ly/ACCA-prac-lic 

and November’s issue of In Practice: bit.

ly/ACCA-IP-1118.

Tax

SA exclusions
There are ongoing problems with the 

self-assessment tax calculator. HMRC 

is working to resolve these but the 

exclusion list is still being updated. 

This is to refl ect fi xes made, new issues 

resulting from those fi xes and updated 

guidance. The latest exclusions are at 

bit.ly/ACCA-tech-tax.

MTD practice aid
A joint working party of ACCA, the 

Association of Taxation Technicians, 

the Chartered Institute of Taxation, 

the Association of Accounting 

Technicians and the Society of Trust 

and Estate Practitioners have prepared 

a supplementary schedule of services, 

Making Tax Digital for VAT (MTDfV). This 

Audit and reporting

Accounting standards
IFRS 15 and IFRS 9 are effective for 

annual periods beginning on or after 

1 January 2018. IFRS 16 is effective 

for annual periods beginning on or 

after 1 January 2019. Early adoption is 

permitted for all of them.

IFRS 16 requires, upon lease 

commencement, a lessee to 

recognise a right-of-use (ROU) asset 

and also a lease liability, which is 

measured at the amount of the lease 

liability plus any initial direct costs 

or allowed adjustments incurred by 

the lessee. 

Ongoing measurement is by way 

of the ROU asset cost model, with 

the exceptions being investment 

properties using fair value and 

situations where revaluation models 

are used for property, plant and 

equipment. This model measures at 

cost less accumulated depreciation 

and accumulated impairment, with 

the lease liability measured at the 

present discounted value of the 

lease payments payable over the 

lease term.

Many businesses are highlighting 

the impact of the changes and making 

appropriate disclosure. 

See an overview of IFRS 16 disclosures 

made to date, on page 56. Guidance at 

bit.ly/kpmg-ifrs16-ill and bit.ly/deloitte-

ifrs16 is also useful. 

Reporting under scrutiny
The making of appropriate disclosure 

and the applying and reporting of 

signifi cant judgments by entities 

continues to be scrutinised. In a 

review, the Financial Reporting 

Council recently concluded that 

entities should ‘provide more specifi c 

disclosures of signifi cant accounting 

judgments and more quantitative 

information on key sources of 

estimation uncertainty’. This followed 

a review where it looked at: alternative 

performance measures and strategic 

reports; pension disclosures; accounting 

policies, including critical judgments 

and estimates; tax disclosures; and 

cashfl ow statements.

There are ongoing 
problems with the 

self-assessment 
tax calculator. 

HMRC is working 
to resolve these

http://accainpractice.newsweaver.co.uk/accainpractice/

aoss7xlwo2x1n4hhb482rq?email=true&a=1&p=54222168&t=30229334
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Changes to social housing Accounting Direction
The Regulator of Social Housing has issued proposals updating the existing 

Accounting Direction, with the updates applying for accounting periods 

commencing 1 January 2019. This will impact the majority of registered providers 

with accounting periods that commence 1 April, but early adoption of this direction 

is encouraged. 

The revisions are as a result of ‘the publication of a new Value for Money Standard; 

to accommodate the legislative abolition of the Disposal Proceeds Fund; and 

to reflect wider changes in legislation and changes in accounting standards and 

recommended practice’. 

Download the direction at bit.ly/RSH-dir and read about the consultation, which 

closed in December, at bit.ly/gov-cons-sh-dir.

* MTD compatible software

* spreadsheets

* digital links

* bridging software

* what must be reported

* when to submit

* VAT schemes

* partial exemption

* penalties and appeals.

Find details of how to obtain this free 

member guidance at bit.ly/ACCA-mtd 

and MTD Tracker at bit.ly/MTD-tracker.

Tax returns
Each year we issue a tax return 

update. For this self-assessment 

reporting year, we issued one in 

should be read alongside the covering 

letter, privacy notice, schedules for other 

services, terms and conditions, and 

guidance in the main engagement letter 

guidance. This applies both for the 

engagement letters for tax practitioners 

(bit.ly/ACCA-guidance) and the 

engagement letter templates (bit.ly/

ACCA-engage).

An important discussion will be 

required to establish whether the 

client is keeping the digital records 

required under MTDfV or whether the 

practitioner is dealing with this. The 

schedule includes alternative wording 

depending on what has been agreed.

See also the panel ‘Future-proof 

your practice’ on page 54.

MTD tracker
As previously highlighted, ACCA has 

partnered with Bloomsbury Professional 

Publishing to provide members with 

free practical guidance on MTD VAT 

implementation. This digital resource is 

hosted on the Bloomsbury Professional 

online platform. It provides guidance 

on the operation of MTD in plain 

English and brings together a coherent 

interpretation of:

* primary law

* regulations

* HMRC non-statutory guidance

* government policy papers

* guidance provided directly to 

professional bodies by HMRC and 

HM Treasury (where permission is 

given for publication)

* public evidence given to parliament.

The content uses a question-and-answer 

format, with questions from accountancy 

practitioners. Content will be updated 

regularly as more areas are brought 

into the scope of the legislation, and 

will build into a suite covering MTD 

overview, VAT, income tax, corporation 

tax and tax agents.

The VAT content now available 

includes sections on:

December and another this month. 

We have included updates on the 

latest on exclusion and the option to 

file a paper return; farmers’ averaging; 

directors’ loans; and information on 

various tax issues.

There are also example calculations 

and the usual annual reminders such 

as that tax relief can be claimed on 

fees or subscriptions paid to approved 

professional organisations where an 

individual must have membership to 

do their job or where it’s helpful for 

their work. 

If you did not receive the update, 

please email advisory@accaglobal.com 

with the subject line ‘SA update’.
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VAT on vouchers
On 1 January 2019, the UK law on VAT 

and vouchers changed. This impacts 

businesses such as retailers and 

distributors who issue and redeem 

vouchers, and also those who buy and 

sell vouchers.

UK VAT legislation previously allowed 

for vouchers to be subject to VAT upon 

issue or when they are redeemed 

against a supply of goods or services. 

The UK VAT rules on vouchers are set 

out in Schedule 10A of the VAT Act 

1994. The UK legislation uses the terms 

‘face-value vouchers’, ‘retailer vouchers’ 

and ‘credit vouchers’.

An EU Directive uses the terms single-

purpose voucher (SPV) and multi-

purpose voucher (MPV), and so the 

UK is required to align its terms. The 

EU Directive defines an SPV as a 

voucher that can be redeemed for 

goods and services that are subject to 

the same VAT rate.

The change means that VAT will 

be due at the point of sale of an SPV. 

The final sale of goods or services in 

exchange for the SPV will not create a 

tax point for VAT purposes. Because of 

the change, many vouchers will become 

SPVs, meaning that the VAT will be 

accounted for at an earlier date than 

at present.

To determine whether a voucher’s 

treatment will be affected by this 

change in definition, businesses should 

review which goods or services can be 

purchased with vouchers. You can see a 

longer explanation of the rules at bit.ly/

ACCA-VAT.

 

Amendments 
A call for evidence at the peak self-

assessment return period seeks to 

understand the different ‘methods of 

making amendments to returns, which 

vary according to tax, value, accounting 

period and turnover’, and closes on 

6 February. It recognises that ‘the 

processes for amending Income Tax 

Self-Assessment (ITSA), Corporation Tax 

Self-Assessment (CTSA) and VAT returns 

differ and are not consistent across the 

taxes or aligned with the digital future 

of tax administration’. It asks questions 

on these current processes, what works 

and what could be a solution. The 

following questions, which you may wish 

to consider responding to, have been 

drawn from the consultation: 

* ‘Q6: What is your interaction like 

with HMRC when you make an 

amendment? 

* Q7: Is there anything about the 

current amendments processes that 

cause you difficulty? 

* Q10: How would you prefer to make 

amendments to returns? 

* Q11: How do you feel about a future 

single digital amendment process 

for all taxes? 

* Q12: Do you think being able to 

amend returns digitally will result in 

savings for businesses? If so, please 

provide details eg simpler process, 

reduced contact with HMRC etc. 

* Q13: If you needed to make an 

amendment that covers multiple 

taxes (eg correcting IT and VAT) 

how would you see that working in 

future? Would you prefer to do each 

tax separately, or all in one?’ 

You can see the call for evidence at 

bit.ly/gov-cons-ret. Other calls for 

Future-proof your practice 
We know that digital changes and legislative requirements are reshaping the 

economy and changing the face of today’s workplace. ACCA kickstarted its latest 

round of support for practitioners with special roadshows around the country. These 

provided insight into how firms can transition into a fully digital practice that embraces 

technology and is prepared for the future. At each roadshow, tips and examples were 

highlighted by ACCA members who are leading the industry in this area.

Will Farnell FCCA – founder of multi-award winning-firm Farnell Clarke and 

author of The Digital Firm – highlighted the key steps required to make this 

transition, and joined other experts Alex Falcon Huerta, Sharon Pocock and Nathan 

Keeley in Q&A sessions.

Attendees also heard from Xero and a selection of app partners, including 

Hubdoc, Receipt Bank, Practice Ignition, GoCardless, FUTRLI and Fluidly, on how 

their technology can support practitioners and clients.

If you didn’t make it to an event you can view top tips from presenters, partners 

and your peers who attended, highlighting what they are doing in their firms. These 

will be available at accaglobal.com/resourcesSMP, along with special offers for 

ACCA members from roadshow partners. 
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Busy times 
provide those 

looking to 
commit fraud 

with an 
opportunity

evidence and consultations include 

The taxation of trusts: a review, Stamp 
taxes on shares consideration rules and 
Digital services tax. These can be found 

at bit.ly/gov-pub.

Fraud
Busy times provide those looking to 

commit fraud with an opportunity, 

as normal safeguards may not be 

observed. It is sometimes hard to tell 

if an email is fraudulent or requires 

further investigation. HMRC highlights 

the following to look out for in 

communications that purport to be from 

them but are not:

* incorrect ‘from’ email address

* requests for personal information 

(emails from HMRC will never notify 

a taxpayer of a tax rebate or offer 

a repayment)

* statement that urgent action 

is required

* inclusion of bogus websites links

* non-personal greetings

* attachment of documents.

You can see genuine planned 

communications and fraud updates at 

bit.ly/gov-phish.

Tax cases
It’s been a while since the cases below 

hit the headlines. As a reminder, they 

highlight that a penalty is only valid 

if it is issued by a person. It may be 

worthwhile reminding clients of the 

cases of Peter Groves TC06541 (bit.ly/

FTT-TC06541), Nigel Rogers TC06542 

(bit.ly/FTT-TC06542) and Paul Smith 

TC06639 (bit.ly/FTT-TC06639). Other 

decisions can be found at bit.ly/tax-dec.

Law

Apprenticeship funding 
If you are thinking of employing and 

training a school leaver, remember that 

businesses that employ fewer than 50 

people will be able to obtain funding for 

all of the apprenticeship training costs 

up to the maximum value of the funding 

band for the apprenticeship. Find more 

information on ACCA’s apprenticeship 

offer at bit.ly/ACCA-apprenticeships. 

Anti-money laundering
Consider the following: a longstanding 

client who is the sole director and 

shareholder of a company informs an 

accountant that they had engaged a 

fi rm of tax specialists to deal with an 

enquiry. The director discloses to the 

accountant that they had overclaimed 

mileage expenses and asked the new 

fi rm of tax specialists to negotiate a 

settlement with HMRC on their behalf. 

The accountant ends the business 

relationship. Clearly there could be trust 

issues in the future.

Later, the accountant is interviewed by 

the police under caution. There had in 

fact been no tax enquiry on overclaimed 

mileage expenses; instead, the former 

client had generated fake invoices to a 

public sector body. The accountant had 

no knowledge of the fraud. 

In this real-life case a few years ago, 

the accountant was convicted of failing 

to disclose the suspicion of a proceeds-

of-crime offence under Section 330 

of the Proceeds of Crime Act (POCA) 

2002, relating to his belief that the client 

had overclaimed mileage expenses. 

They were convicted and fi ned by the 

court, and were disciplined by their 

professional body. 

What would be expected now of a 

fi rm? Obviously, they would need to 

make a suspicious activity report to the 

National Crime Agency using its online 

reporting tool, following the report 

requirements (see nationalcrimeagency.

gov.uk). But the case highlights the 

importance of robust proportionate 

policies and procedures, with good 

proportionate risk assessments made 

by the fi rm on its client base as a whole 

and also at individual client level. It 

also highlights that fi rms must have in 

place adequate documentation of their 

policies, risk analysis, training, actions 

taken and reporting. 

ACCA has made available free 

to members a simple policies-and-

procedures pro forma to help with the 

requirements. You can fi nd the support 

at bit.ly/ACCA-aml-ccab.

Business risk
The government’s Overseas Business 
Risks guides provide information for 

businesses on potential risks when 

trading. The guides cover political 

and economic risks, human rights 

issues, bribery, terrorism, criminal 

activity and intellectual property. In 

addition, FCO Political and Economic 
Updates provide information for 

UK businesses on how to identify 

opportunities and guard against 

political and economic risks when 

trading overseas. See bit.ly/gov-obr. 

Exporting country guides aim to 

assist businesses that are interested in 

developing their overseas trade. They 

contain sections that consider startup, 

legal, and tax and customs issues. The 

latest updates can be seen at bit.ly/

gov-export.

You can fi nd details of regimes 

and designated persons subject to 

sanctions at bit.ly/gov-sanct and bit.ly/

gov-sanct-freeze. AB
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Release the leases
As companies prepare to report under the new leases standard, Richard Martin 
looks at some of the disclosures that have been made to date

Of the 23 sampled companies, 

two have adopted early, but the rest 

reported they were still assessing the 

impact of the standard, or said very 

little or nothing at all. There was limited 

entity-specifi c information provided.

More assets and liabilities 
IFRS 16 says that an asset should be 

recognised representing the right of 

use (ROU) of the leased asset. This asset 

should be measured at the present 

(discounted) value of the obligation to 

pay the minimum lease payments at the 

start of the lease. The ROU asset is then 

depreciated in a similar way to owned 

property or equipment. 

Only fi ve of the 23 sampled companies 

made a disclosure about the scale of the 

assets and liabilities that will be added 

to the balance sheet. Of those, the 

proportions varied signifi cantly. A study 

by ratings agency Fitch looking just at 

early adopters found much the same – 

ranging from a 1% to 36% increase in 

liabilities as a result. 

But in the other companies there 

are clues. Under the existing standard 

there are disclosures of the lease 

commitments, and these have been 

used by many to estimate the ‘missing’ 

assets and liabilities. In some cases they 

would have been reasonably close. 

We should expect there to be major 

increases on both sides of the balance 

sheet to come. For example, Tesco has 

a commitment of over £11bn. The Fitch 

study estimates that the retail sector will 

be hit hardest, but that it would also be 

signifi cant for commodities/materials, 

transport/logistics and telecoms. Key 

performance indicators (KPIs) based on 

IFRS 16, Leases, is one of the three 
major standards that IFRS reporters are 
having to implement, but in some ways 
it is quite different from the rest. 

For a start, implementation of IFRS 9, 

Financial Instruments, and IFRS 15, 

Revenue, is underway, as they are 

mandatory from 2018 onwards. IFRS 16 

will be a year later, so most companies 

have not yet started to implement it, 

either in the annual accounts or their 

interims (although there have been 

some early adopters). 

Another difference with this standard 

compared to the other two is that the 

overall impact is clearer: most leases 

were previously off balance sheet but will 

now be included as assets and liabilities. 

ACCA looked at 23 companies 

in a range of different countries, 

sectors and sizes to assess the impact 

of adoption of IFRS 16. A clear 

understanding of the full impact is 

still some way off, but IFRS requires 

preparers to discuss standards not yet 

implemented and their likely effect, so 

we are already able to appreciate to 

some extent the effect of IFRS 16.

It is already clear 
that assets and 

liabilities will 
in many cases 

be significantly 
increased
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the first-time application of IFRS 16: 

companies may fully restate previous 

years’ figures or apply the modified 

version, meaning the track-record will 

not be fully comparable. As noted 

above, most companies gave few entity-

specific details, but eight of the 23 did 

indicate which they would be choosing. 

Only one (from the retail sector) of those 

eight has chosen the full restatement, 

and seven the modified (including all 

the telecoms entities in the sample).

Income statement issues
Although the balance sheet seems to be 

where the biggest changes are taking 

place, the key change in performance is 

that amounts will be restated between 

different components. Lease rentals 

currently shown as an operating 

expense will in future be divided 

between interest and depreciation. 

Again, KPIs using profits before 

interest and/or depreciation such as 

EBIT and EBITDA will be affected, and 

in our sample they are unsurprisingly 

widespread. EBITDA for Air France rose 

58% as a result of adoption of IFRS 16.

In addition to the changes in 

components, restating part of the cost 

of the lease as interest means there will 

be a degree of ‘front loading’ of the 

expense. Some companies are noting 

this to their investors, but there are few 

the balance sheet – such as returns on 

capital employed – will be restated.

Judgments and estimations
There are important areas of judgment 

in calculating the ROU asset and liability. 

One will be the choice of discount 

rates, where a percentage point or 

two can make a big difference. Fitch’s 

early-adopter study looked at disclosed 

discount rates, and these varied quite 

substantially, from 1% to 7%. IFRS 16 

offers a choice, and it seems likely 

that most will use estimates of their 

incremental borrowing rate rather than 

the rate implicit in the lease, as the 

lessee may not be privy to those. 

Another judgment area is the decision 

of whether to take into the calculation 

of the obligation extensions beyond the 

initial lease term. Under IFRS 16, this 

should be only where it is clear that the 

extension will be taken up. However, 

some telecoms companies were noting 

this as a significant matter. 

There are many policies to be 

determined and judgments to be 

applied by companies implementing 

the standard. The disclosures currently 

made sometimes flag these. For 

example, there are options to exclude 

‘small’ leases and leases of under a year, 

which are likely to be widely taken up. 

There is also significant choice in 

quantifications so far of any restatement 

of the bottom-line profit. Among the 

least informative, but not uncommon, 

statements is ‘no material impact 

expected on profits or on net assets’.

Other problems are noted such as 

leases in foreign currency, where the 

liability is restated as exchange rates vary 

but the asset and depreciation are not.

US GAAP retains the existing income 

statement presentation, meaning there 

will be a new divergence from IFRS, and 

some companies listed on the New York 

Stock Exchange are highlighting that.

More to come
Overall the standard of these preliminary 

disclosures is quite variable. Readers 

of the different accounts should have 

plenty of notice that IFRS 16 is coming 

and will mostly have been alerted to 

the general nature of the changes 

involved. Although some companies 

have made fuller disclosures, most have 

provided little in the way of quantified 

impacts at this stage. However, it is 

clear that assets and liabilities will in 

many cases be significantly increased 

and costs reallocated (albeit net profit 

not changed as much), with impacts 

on many KPIs. AB

Richard Martin is ACCA’s head of 

corporate reporting.
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Getting reporting right
The FRC’s Lab has issued guides to business model, risk and viability reporting, and 
performance metrics reporting, plus a report on the role of AI. Alison Thomas explains

is a guide full of detailed observations 

on specific disclosures from a number of 

companies. 

How does this sample of companies 

fare in the review? The scorecard is 

mixed. ‘There are opportunities for 

improvement in all the areas that 

we reviewed,’ says Lab director Phil 

Fitz-Gerald. ‘However, if I had to 

highlight just one, it would be business 

model reporting. This is perhaps the 

hardest of the three areas to get right. 

Done well, it has the potential to 

provide a backbone to the structure of 

an annual report. Done badly, it leaves 

investors asking fundamental questions, 

such as what does the business do and 

how does it make money? Our review 

found a number of examples of good 

practice, but there are still many that sit 

at the other end of the scale.’

Performance metrics – Principles and 
practice builds on the Lab’s June 2018 

Reporting of Performance Metrics. 

The earlier publication was warmly 

welcomed for its pragmatic insight into 

shareholder needs and for its handy five 

principles for effective communication. 

The latest report builds on these 

principles, offering detailed guidance 

for companies, along with a wealth of 

examples of good reporting practice. 

‘Performance metrics are a 

cornerstone of good corporate 

reporting,’ explains Hannah Armitage, 

the performance metrics project lead. 

‘They’re vital to investors as they try to 

understand the quality and sustainability 

of performance. However, all too often 

investors can be sceptical about how 

the metrics are presented. In this report, 

we offer preparers practical advice on 

Late last year, the Financial Reporting 
Council’s Lab issued three reports.

The first two are must-reads for any 

professional accountant interested in 

improving business model and risk and 

viability reporting, and performance 

metrics disclosures, and are called:

* Implementation study: Business 
model reporting: Risk and viability 
reporting – Where are we now?

* Performance metrics – Principles 
and practice.

The third, Artificial intelligence and the 
future of corporate reporting, offers 

an insight into the role that artificial 

intelligence (AI) is playing and will play 

in the world of corporate information.

Lab publications have always 

placed emphasis on the practical. 

Where are we now? and Performance 
metrics are no exceptions. Both 

are grounded in the knowledge 

and experience of practitioners – in 

particular, investors, management and 

other key stakeholders. Both offer 

a wealth of pragmatic guidance to 

help companies provide shareholders 

with the information that investors 

value most highly. Both illustrate their 

recommendations with numerous 

examples of good reporting practice. 

Where are we now? reports the 

findings of the Lab’s desktop review of 

the business model and risk and viability 

reports of 100 UK companies. The 

publication looks at how well today’s 

corporate reports stack up against the 

recommendations published by the 

Lab in 2016 and 2017. As part of this 

exercise, the team also circled back with 

investors to understand whether today’s 

disclosures work in practice. The result 
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Badly done, 
business model 
reporting raises 

fundamental 
questions, like 
what does the 
business do?

how to make their disclosures more 

useful, illustrated by examples of 

good practice.’ 

The role of AI 
If the fi rst two reports are grounded 

in the needs of today’s practitioners, 

the third looks towards tomorrow’s 

reporting world. As part of its digital 

future project, the Lab is exploring 

how technologies such as XBRL 

and blockchain might change 

the production, distribution and 

consumption of corporate information. 

In the latest of its ‘deep dives’ into 

technology, the Lab tackles one of the 

hottest topics today – AI.

In Artifi cial intelligence and the 
future of corporate reporting, the Lab 

discusses how AI affects reporting 

today and how it might be used in the 

future. The Lab’s conclusion: despite 

the hype, implementation of AI in this 

area remains in its infancy. Indeed, 

most of the current uses cited by those 

interviewed for the Lab’s study are less 

about AI and more about automating 

existing processes. Unstructured data 

becomes structured, structured data is 

restructured, sophisticated algorithms 

are developed to interrogate data – but 

in all cases, human judgment remains 

centre-stage. 

Should we be disappointed by the 

lack of progress? Far from it. AI is 

fi ring imaginations across all walks of 

life, including corporate reporting. 

As Thomas Toomse-Smith, the digital 

future project lead, says: ‘AI is a magic 

word with incredible power to convene 

groups of people. It acts as a catalyst for 

change in organisations, encouraging 

them to identify opportunities to 

automate existing processes.’

The report argues that for AI 

to fulfi l its corporate information 

potential a number of factors need 

to come together. For example, 

the comparability, consistency and 

availability of information need to 

improve for it to become digital-friendly. 

Perhaps more fundamental, however, 

is the need to change the set of skills 

within the reporting industry. 

Today, there are those who are experts 

in accounting and reporting. Down 

the corridor are those who understand 

technology. Few straddle both worlds. 

Until we have multidisciplinary expertise 

at the table, our ability to rethink how 

information is created, disseminated 

and analysed will be constrained.

It’s nothing new. When presented with 

a new technology, people typically start 

by trying to improve the old ways of 

doing things. Figuring out how to start a 

revolution takes time. AB

Alison Thomas is a consultant.
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The yo-yo allowance
The annual investment allowance has fluctuated over the years. 

Sole traders/partners Limited companies Annual investment allowance

1 January 2019–31 December 2020 1 January 2019–31 December 2020 £1,000,000

1 January 2016–31 December 2018 1 January 2016–31 December 2018 £200,000

6 April 2014–31 December 2015 1 April 2014–31 December 2015 £500,000

1 January 2013–5 April 2014 1 January 2013–31 March 2014 £250,000

6 April–31 December 2012 1 April–31 December 2012 £25,000

6 April 2010—5 April 2012 1 April 2010–31 March 2012 £100,000

Source: gov.uk

Chancellor Philip Hammond and 
ACCA president Robert Stenhouse 
at a CBI event in December.

What goes up…
The boost to the annual investment allowance is no more than a temporary measure, 
and small businesses may find they can’t capture the full benefit anyway

supposed to be ‘permanent’. It is 

perhaps no wonder that the allowance, 

which permits businesses to deduct the 

full value of an allowable expenditure 

(including most plant and machinery) 

from their profits, has been dubbed the 

‘yo-yo allowance’. It is also expected to 

cost the exchequer £1.24bn up to 2021.

As Jay Boyce, partner at MHA 

MacIntyre Hudson, says: ‘The increase 

in the annual investment allowance is 

excellent news for small and medium-

sized enterprises and will encourage 

investment in new plant and machinery.’

Complications
According to HMRC, 30,000 businesses 

in the UK have an annual expenditure 

on qualifying assets that exceed the 

current £200,000 limit; no doubt they 

will all welcome the raising of that limit 

to £1m from this month. However, 

concerns have been raised that the 

remaining 97% of businesses that claim 

the allowance but whose investment 

expenditure is below the £200,000 limit 

could be saddled with complications 

It felt like déjà vu all over again. In his 
2018 Budget speech, Philip Hammond, 
chancellor of the exchequer, 
announced that the annual investment 
allowance would be increased to £1m 
from 1 January 2019. However, it was 
billed as only a temporary hike, with 
the limit to return to £200,000 after 
31 December 2020.

The thinking behind the move is quite 

clear – at a time of economic uncertainty 

caused directly by the UK’s imminent 

departure from the EU, businesses 

are not inclined to make investments. 

Unless, that is, a nice juicy carrot – in this 

case a generous short-term tax break – 

is dangled in front of them.

‘There are already signs that Brexit 

has led to businesses putting off their 

investment decisions,’ says Mike Cooper, 

business tax partner in Moore Stephens’ 

owner-managed business group. ‘If 

businesses stop investing, it will drag 

down economic growth. The number of 

capital allowance claims has dropped 

over the past year, showing a stimulus 

was needed to get investment going.’

This, of course isn’t the first time the 

allowance has been adjusted. When 

it was first introduced in April 2008, 

coinciding with the onset of the financial 

crisis, the annual investment allowance 

stood at £50,000. It was then doubled to 

£100,000 in 2010, cut to £25,000 in 2012, 

only to be increased by a factor of 10 

to £250,000 in January 2013. A further 

doubling of the allowance took effect in 

April 2014, pushing it up to £500,000.

But it was then cut back to £200,000 

in January 2016 in a move that was 

60 Accounting and Business January 2019

C
PD

UK_TAX_SmithCPD.indd   60 11/12/2018   13:43



that have been introduced along with 

the limit hike.

Michael Steed, co-chair of the 

technical steering group at the 

Association of Taxation Technicians 

(ATT), was quick to highlight how some 

businesses could miss out on the benefi t 

of the quintupled limit simply because 

of the timing of their expenditure. 

‘Businesses repeatedly call for stability 

in the allowance in order to be able 

to plan for capital expenditure, but 

the transitional rules required to cope 

with the fl uctuating levels have 

produced unintended 

consequences,’ he 

says. ‘In some 

cases, businesses 

whose annual 

expenditure in 

their accounting 

year was 

apparently within 

the annual limit 

have ended up being 

denied the full benefi t of 

the allowance because of the 

timing of their expenditure within their 

accounting year.’

Given that such a relatively small 

number of businesses are likely to 

be able to take advantage of the 

increase from £200,000 to a £1m limit 

for two years, the ATT believes that 

the complicated transition provisions 

should apply only to those businesses 

able to benefi t from the temporary 

uplift. The simplest way for this to be 

achieved, the ATT argues, would be to 

permit all other business to opt out of 

the increase, thereby enabling them to 

ignore the transitional rules.

As currently drafted, the Finance Bill 

2019 provisions, released in November, 

mean that a business with a year 

end of 31 March 2021 would have an 

effective allowance limit of £800,000 if 

it incurred all its qualifying expenditure 

for that year in the nine months up to 

31 December 2020. If the whole of that 

expenditure was incurred instead in the 

three months up to 31 March 2021, the 

allowance would be restricted to just 

£50,000, representing three months of a 

£200,000 annual limit.

For a business with a year end of 

31 January 2021 or 28 February 2021, 

the effective limit for expenditure after 

31 December 2020 would be even 

lower: £16,667 or £33,333 respectively. 

Any qualifying expenditure in excess 

of the restricted allowance limit is still 

eligible for the annual writing-down 

allowance, but that is at best only 18% 

on a reducing balance basis and could 

be as low as 6%.

Without the type of measure 

suggested by the ATT, many businesses 

with a year end other than 31 December 

will have to consider the tax implications 

of the precise timing of their capital 

expenditure. It is a move that should 

not impact exchequer revenue. It would 

simply remove an unnecessary timing 

complexity that would otherwise be 

a concern for business and impose 

an unwelcome additional policing 

responsibility on HMRC.

Of course, it is entirely possible 

that the ‘temporary’ increase 

in the annual investment 

allowance becomes a 

permanent fi xture. But 

in light of the past 

performance of this 

yo-yo tax, business 

would be wise not 

to bank on this and 

plan the timing of 

their investments 

carefully to make full 

use of the allowance. AB

Philip Smith, journalist
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In search of guidance
HMRC says the Making Tax Digital regime will help taxpayers to get their tax right, but 
the Office of Tax Simplification argues that better HMRC guidance is needed

Unclear
The report’s account of problems 

with HMRC’s current guidance will 

be familiar to many tax professionals. 

Users cannot easily find what they 

want, and navigation quickly becomes 

difficult. There is also some ‘conflicting 

information, which damages users’ 

confidence in the material’, the OTS 

says. With the extent to which a reader 

can rely on the guidance unclear, it 

recommends a consultation on the issue.

While the OTS review identifies only 

a limited number of outright errors, 

A key aim of the Making Tax Digital 
(MTD) service is to ‘close the tax gap 
due to errors with people making 
their VAT returns’, HMRC’s Theresa 
Middleton told a House of Lords 
committee. MTD-compatible software 
produces the data for a VAT return, 
removing the need to take data from 
one system and put it into another.

But error reduction could end up 

cutting the tax take rather than raising 

it, the Lords’ finance bill subcommittee 

noted in its report in November 2018. 

The argument for mandatory MTD for 

VAT in April 2019 will be diminished, it 

said, if the reform does not deliver the 

extra yield – just over £1bn by 2023 – 

that HMRC expects.

An alternative – and perhaps better 

– way to deploy technology to improve 

compliance is set out in the Office of 

Tax Simplification’s report, Guidance for 
taxpayers: a vision for the future. Better 

HMRC guidance, it says, is likely to lead 

to more accurate tax reporting and 

‘help to close the tax gap, as taxpayers 

should have a better understanding of 

HMRC’s view of the law’.
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‘Policy choices and 
funding constraints 

are pushing us 
more towards 

collecting the wrong 
tax efficiently than 
collecting the right 
tax less efficiently’

for taxpayers to have free access to 

the consolidated legislation provided 

by commercial publishers, or the 

government legislation website were to 

include it.’

While the OTS accepts that cost 

constraints may mean this is not 

achievable, it suggests that tax 

legislation should be available for 

those who want or need to read it. The 

legislation.gov.uk website, which is 

maintained by the National Archives, 

does not have consolidated tax law 

(where changes made by annual Finance 

Acts are incorporated in earlier acts).

A help page on the National Archives 

site notes that revised versions are not 

provided for a small number of acts 

‘for technical reasons’. These, however, 

include such key tax provisions as the 

Taxes Management Act 1970 and the 

Taxation of Chargeable Gains Act 1992, 

which are currently available only in their 

original format. 

For the past 12 months at least, the 

users of the National Archives website 

have been told that it hopes to include 

revised versions ‘in the near future’. In 

the meantime, there is a risk that some 

taxpayers may unwittingly refer to very 

old legislation, particularly if HMRC links 

to it. If you think that’s unlikely, an HMRC 

guidance note on new criminal offences 

relating to offshore matters did just 

it reports that most inaccuracies 

have ‘entered the system structurally. 

Simple guidance may well not offer a 

complete picture, often as the result of 

a deliberate choice by the Government 

Digital Service to provide a simple 

answer.’ Tens of thousands of individuals 

could be misled or not helped as a 

result, it points out.

Problems identified with the HMRC 

manuals include incomplete tables 

of contents, circular links taking the 

reader back to where they started, and 

guidance that is clearly out of date. 

Many tax professionals, including HMRC 

staff, use external search engines rather 

than gov.uk’s own. As a result, they 

do not see the material on a manual’s 

landing page, which includes a note 

about the extent to which guidance can 

be relied on.

There is significant support among 

stakeholders for a tiered approach to 

guidance, the OTS says. In many cases 

‘no obvious form of guidance’ should 

be needed because it can be built into a 

process such as a claim. But it says there 

should be entry-level guidance aimed 

at users coming to an area of tax for the 

first time. In a third tier, there should be 

detailed guidance for users who need 

a full understanding of legislation, case 

law and HMRC practice. 

In contrast, gov.uk uses a structure 

that ‘acknowledges the needs of users 

with differing levels of knowledge about 

tax’ but provides ‘no obvious, visible 

distinction between the manuals and 

“process” guidance’.

Legislation fragmentation
HMRC’s MTD manuals do not provide 

links to the relevant legislation and, 

as the OTS points out, cannot do so 

because the UK does not have a public 

database of consolidated tax legislation. 

Commercial providers do, though. The 

OTS says: ‘It would be in the public 

interest if either HMRC were to arrange 

that in March 2018. When the error was 

pointed out, HMRC linked the guidance 

to the amended legislation.

HMRC did not respond in detail to 

questions concerning the OTS report, 

but says it agrees with many of the 

points raised and is giving consideration 

to some of the OTS recommendations.

‘HMRC is one of the biggest owners 

of guidance on gov.uk,’ a spokesperson 

points out, ‘and we acknowledge 

the importance of making sure it’s 

understood properly. Tax can often be 

complex, and we always take steps to 

ensure all our guidance meets the cross-

government standard. 

‘In the past year, before the OTS 

published its report, we have been 

undertaking a root and branch review 

of the pages we own. Our review is 

being conducted with customers, 

representative bodies and tax experts.’

Give us the tools…
Jason Piper, ACCA senior manager for 

tax and business law, says it is ‘almost 

incredible that the government expects 

taxpayers to self-assess but provides 

neither the legislation nor taxpayer-

friendly guidance to enable them to 

do it’. All aspects of tax administration 

including HMRC guidance could 

benefit enormously from implementing 

technological tools, he adds.

‘Taxpayer morale is a key element in 

any system,’ Piper says. ‘In a perfect 

world, HMRC would have funding 

to provide tools to collect the right 

tax efficiently. Currently, it looks as 

though policy choices and funding 

constraints are pushing us more towards 

collecting the wrong tax efficiently than 

collecting the right tax less efficiently. 

In the long run, that may not be the 

best choice for building taxpayer 

morale, and is likely to be harder and 

costlier to fix.’ AB

Andrew Goodall, journalist

63January 2019 Accounting and Business

UK_TAX_Goodall.indd   63 11/12/2018   13:44



Adverts_Jan19.indd   5 04/12/2018   16:45

www.ifrssystem.com/events


Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omni lorem ipsum.

Boxout crosshead: doluptur, sequamust 

magni bera coribusdam et re nobist la 

dolore con re volorer spercit autem as 

rerum volut volorun.

Boxout crosshead: moditat urehend 

isciae. Gitae magnima ximporr 

undenimilit prem culpa dolore prae 

estrum rerem aborrup turiantion culpa 

doluptus lorem ipsum dolor sit amet.

Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omnoditat urehend isciae. 

Gitae magnima ximporr undenimilit 

prem culpa dolore prae estrum rerem 

aborrup turiantion culpa doluptus.

Ur, nihitiis mollaut rerum atum, core 

saerae cus aut que pos ex exerepe 

rroviducias es venet odit, simporum 

dolo el eaquidis corro blatios qui 

volupta quique dit estemperum 

doluptas et, vollam re que sus eum hit 

aut occusaecus essi omnihiciis et lorem 

ipsum dolor sit amet nunc.

28% 
of SMPs plan to 
allocate more 
than 10% of 
practice revenue 
over the next year to 
technology investment.
Source: IFAC

The view from
Sonya Jolly FCCA, proud owner of Jolly Accountancy 
Services, who relishes working for herself

been recommended to me 

by…’. When I have time, I 

also find it useful to connect 

with small businesses across 

Lancashire on social media.

Today I have 45 clients, 
whose turnover is typically 

up to £75k per annum. With two young 

children I need to be flexible and 

often work evenings and weekends. 

Sometimes my clients are in the same 

situation and it can actually be an 

advantage to work ‘unconventional’ 

hours. The relationship with my main 

client provides security. He has been 

with me since day one and has a 

turnover of £1.5m and growing. As my 

knowledge of the business grows, I have 

become a de facto back-up manager.

As 2018 drew to a close clients were 
increasingly asking about Making Tax 
Digital. There is a lack of awareness 

among many SMEs, but I expect those 

already on cloud-based systems will 

be able to manage easily. Those who 

still use Excel and even paper require 

more time and assistance. Technology 

can free up time for other things. I use 

ClearBooks within my practice, which is 

so easy to use and competitively priced. 

I get a real kick out of helping people. 
When a client worries that their books 

are a mess, it’s a great feeling to be able 

to demonstrate how we can fix things.

I feel so proud that I have established 
my own successful business. It’s 

particularly satisfying to have done a 

good day’s work and it’s all for yourself. AB

When a client 
worries that their 
books are a mess, 
it’s a great feeling 

to be able to 
demonstrate how 
we can fix things

At school I loved maths 
and always felt it was 
my destiny to be an 
accountant. I chose to 

complete an HND in 

business and finance, and 

then wrote to local small 

practitioners seeking a 

trainee position. I began training with 

one firm and qualified at another. 

Many recognise that opportunities for 

personal growth can be limited and 

understand when you move on. This 

gave me a headstart over some of my 

contemporaries from school.

I qualified more quickly than if I had 
gone to university, and also benefited 
from practical experience in the 
workplace. My daughter starting 

primary school in 2014 proved to be 

a life-changing experience. I realised 

I needed a more flexible career and 

decided to start my own practice. 

Since then, growth has been organic. 

Word of mouth is a powerful referral 

tool. Nothing beats the feeling of a 

prospective client saying ‘you have 

Huge merger on cards
BDO and Moore Stephens in the UK 

are in advanced merger discussions, 

which are expected to lead to the 

creation of the fifth-largest accountancy 

firm, overtaking Grant Thornton. 

The merged firm would become the 

audit market leader in the AIM sector. 

Partners of both firms have voted in 

favour of the merger, subject to final 

contracts. BDO’s managing partner Paul 

Eagland will become managing partner 

of the merged firm. 

Mid-tier expansion 
Haines Watts acquired six rival 

practices in the second half of 2018 as it 

continued a programme of expansion. 

The firm, which is a member of the 

Geneva Group International global 

alliance, took over the London firm of 

Gallaghers Chartered Accountants; CB 

Chartered Accountants, with offices 

in Worcester and Tewkesbury; and 

practices in Leicester and Nottingham. 

The Kent offices of Haines Watts have 

merged into MHA MacIntyre Hudson. 

In addition, Blick Rothenberg, which 

is owned by Cogital, has progressed 

its expansion through the acquisition 

of Hazlems Fenton, which provides 

compliance and advisory services to 

owner managed businesses. 
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Killer? Thriller!
Far from dealing a mortal blow to the audit profession, blockchain technology seems 
likely to generate a range of exciting new roles in the assurance sphere

before, during and after a transaction 

means that you will always need an 

external audit.’

That is not to deny that blockchain 

will radically alter auditors’ operating 

environment. As Padgett explains, the 

technology offers enhanced transparency 

and accessibility to financial and 

non-financial information that could 

profoundly affect record-keeping, 

reporting, assurance and governance.

‘In a blockchain future, auditors 

and forensic experts could be given 

Could the audit profession have been 
given a stay of execution? Blockchain, 
or distributed ledger technology, has 
been touted as its executioner – after 
all, if all transactions are recorded in an 
immutable chain of digital blocks, with 
no apparent way of being altered after 
the fact, it creates a perfect audit trail, 
so dispensing with audit and auditors.

Not so fast. Auditors are starting 

to seek to stake a claim in this new 

technology so they can use it to their 

advantage – and that of their clients. 

They point out that as long as a human 

element is involved (with the attendant 

risk of mistakes and fraud), a third party 

is needed to provide assurance over the 

validity of transactions.

Simon Padgett FCCA, a Vancouver-

based cryptocurrency and blockchain 

forensic accountant, doubts that 

blockchain will kill off the auditor. ‘I 

don’t think so,’ he says. ‘Blockchain has 

the capability to eradicate audit, but 

there is always scope for error and fraud. 

The uncertainty of human interference 
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Watch on-demand ACCA’s 
Accounting for the Future session on 
blockchain: accaglobal.com/AFF2018
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More information

The ups and downs
Simon Padgett outlines the blockchain audit pros.

* Blockchain-based accounting systems could provide new ways to record and 

report financial information. 

* Organisations could retain their double-entry accounting systems while parties to 

a transaction could record their respective entries in a shared blockchain ledger, 

allowing transaction integrity to be confirmed in the shared ledger.  

* Smart contracts could replace internal and external reporting functions. 

* Blockchain ledgers could rapidly aggregate and consolidate financial reports in 

real time, reducing monthly and year-end reporting delays. 

* Opportunities will be created for blockchain governance and forensics.

PwC highlights the blockchain audit cons.

* Blockchain environments have unique architectures and lack standardisation, so 

each client must design a custom control environment based on their use case. 

* There is a lack of knowledge and blockchain expertise within organisations to 

design control environments.

* Blockchain is a real-time technology without the historic ledgers that allow audit. 

C
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Killer? Thriller!

party controlling the process. However, 

in reality, while an entry on the 

blockchain can be trusted as an official 

record that a transaction occurred, it 

does not necessarily provide evidence 

relating to the nature of the transaction, 

why it has occurred, or if all transactions 

have been recorded.’

EY has recently announced the launch 

of its Blockchain Analyzer tool to help 

audit teams assemble an organisation’s 

entire transaction data from multiple 

blockchain ledgers. Its auditors can 

then interrogate the data, analyse 

transactions, perform reconciliations 

and identify outliers. It is also designed 

to support testing of multiple 

cryptocurrencies managed or traded by 

exchanges and asset managers.

‘These technologies lay the 

foundation for automated audit tests 

of blockchain assets, liabilities, equities 

and smart contracts,’ says Paul Brody, 

EY’s global innovation blockchain leader.

PwC has also launched blockchain 

validation software, which combines 

a risk and control framework with 

continuous auditing software. As 

a set of blockchain digital access 

“keys”, providing access to detailed, 

timestamped information covering all 

transactions,’ he says. ‘Such access 

could have significant impact on the 

auditors’ approach to their work. 

Organisations that use the blockchain 

will likely incorporate continuous 

internal audits in their processes, supply 

an audit trail, and provide account 

analysis at the push of a button.’ 

While companies and auditors move 

to embed blockchain applications and 

platforms into the accounting and 

finance environment, it is critical that 

these systems do not become seen as 

‘black boxes’ that offer – ironically – 

limited transparency and audit trails. 

Katie Canell, audit innovation director 

at Deloitte, says: ‘The validation of the 

system of governance and controls, the 

security and integrity of data within the 

system, and the need to understand 

whether the platform or application is 

operating as intended over a period of 

time are all critical aspects of being able 

to rely on the outputs.’

The need for trust
The creation of trust will be key to the 

success and widespread adoption of 

blockchain for accounting and auditing 

purposes. As Padgett explains, the 

internet has done a great job of data 

transfer. On the whole, the process 

was trusted until banks began to 

crash in 2008–09 and questions were 

raised about the transfer of value – 

in particular, currency value. It is no 

coincidence that 2009 was when bitcoin 

appeared. ‘There was mistrust in the 

financial system, so there was a need for 

a new financial channel, a trusted way of 

moving value, not just data,’ he says.

And this is where an auditor can still 

be involved. Canell says: ‘Distributed 

ledgers are founded on the basis that 

they promote trust and resilience 

without the need for a central, trusted 

powerful machines test for anomalies in 

real time, with every transaction tested, 

longer-term patterns not evident to the 

human eye will be spotted. Mid-tier 

firms are getting in on the action too, 

with BDO teaming up with Microsoft to 

develop blockchain technology.

Challenges include the power 

hunger of blockchain hardware, the 

risk of hacking and money laundering, 

unidentified errors, integration with 

legacy systems, and obsolescence. 

Canell believes regulation will also need 

to be rethought: ‘There is a fine balance 

between regulations adapting and 

opening up opportunities for evolving 

technology, and technology driving the 

need for change.’ AB

Philip Smith, journalist
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In search of a solution

Hear Jane Fuller’s views on the future of 
the audit market at bit.ly/ACCA-Fuller5.

ACCA’s responses
On Kingman, ACCA says that:

* the FRC’s remit should be more clearly defined, focusing on the regulator’s role 

as competent authority for audit

* the FRC’s board should include independent representatives from other UK 

regulatory bodies, including the Financial Conduct Authority and The Pensions 

Regulator. Four underlying boards would address audit, accounting, enforcement 

and corporate governance

* all directors of public interest entities should be regulated 

* investigations in relation to PIEs should be funded wholly by government.

ACCA suggests the CMA could consider:

* a two-year cooling off period following the end of an audit relationship before 

the former audit firm can provide any form of consulting service

* a prohibition on management from firing their auditors during their terms 

of service

* whether there are non-regulatory ways of encouraging best practice among 

audit committees in ensuring auditor independence and audit quality

* whether a National Audit Office-style auditor could serve as auditor for certain 

PIEs or large unlisted companies.

Audit inspection 
As audit continues to attract public gaze, with three independent reviews in process,  
experts have consultation fever. What comments have been received so far?

report back by the end of 2018. So what 

responses have they received?

Responses to Kingman
Sir John Kingman has not published 

responses to his review, and many 

firms have kept their submissions 

private. KPMG, which has published its 

Kingman response, believes the FRC’s 

remit should continue to encompass 

stewardship, corporate governance and 

reporting, and auditing. 

The firm also believes the regulator 

should have the power to establish 

a regime that allows it to hold all 

individuals to account by virtue of their 

roles and responsibilities – rather than 

on the basis of their membership of a 

professional association. 

BDO has also made its Kingman 

response public. Essentially the firm’s 

position is that, while the FRC is 

world class in some respects (such as 

standards-setting), there is significant 

room for improvement elsewhere. It 

has therefore recommended for the 

regulator to be split – with one part 

responsible for standards-setting, 

and the other for regulation and 

enforcement. Such a restructuring could 

ultimately reinforce the FRC’s mandate, 

which would help to restore trust in 

the profession.

Responses to CMA
Responses to the CMA’s review are 

publicly available. Not surprisingly, none 

of the major firms supports splitting 

the UK arms of major accounting firms 

into audit-only and non-audit services 

practices. They articulate the value of 

multidisciplinary firms in supporting 

Last summer Sir John Kingman 
launched his independent review of 
the Financial Reporting Council (FRC), 
looking at the regulator’s structure, 
governance, powers and resourcing. 

In October, the Competition and 

Markets Authority (CMA) launched 

its market study of the audit sector. 

The Business, Energy and Industrial 

Strategy (BEIS) committee launched 

its own inquiry into the future of audit 

in November, while another major 

independent inquiry into the future 

of audit is due to be launched early 

this year by the Audit Quality Forum, 

involving BEIS, the FRC and ICAEW.  

All these reviews recognise the concern 

about corporate collapses and whether 

the UK’s corporate governance and audit 

culture is up to scratch. This doesn’t 

necessarily mean current frameworks 

need a complete overhaul. According to 

a recent ACCA survey of 1,000 members 

of the general public, 65% believe audit 

should evolve to prevent company 

failures and 41% expect auditors to 

always detect and report any fraud. ‘I see 

this expectation gap as quite positive,’ 

says Andrew Gambier, ACCA’s head of 

audit and assurance. ‘It would have been 

easy for the public to say audits are a 

waste of time, but we didn’t hear that.’ 

At the time of writing, both the Kingman 

and CMA reviews were expected to 
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Recent high-profile corporate collapses such as Carillion, and accounting 
scandals at Patisserie Valerie, Tesco and BT, have raised concerns about 
whether the UK’s corporate governance and audit culture is fit for purpose.

access to experts, investment in 

technology and enhanced audit quality. 

There is also no support for breaking 

up the Big Four into smaller firms. 

ACCA agrees with the firms on these 

issues (see box). 

Views are more divided on the 

potential introduction of a market share 

cap on the Big Four. Deloitte says that 

caps – although not an easy solution – 

are ‘the only effective mechanism for 

moving “from four or more”, within an 

acceptable timescale’. Similarly, BDO 

sees a market share cap on the number 

of FTSE and public interest companies 

that the Big Four can audit as ‘the most 

impactful intervention’. The collective 

cap should not be greater than 80% of 

the FTSE 350. However, Grant Thornton 

is sceptical about the impact of a cap in 

isolation, while PwC, EY and KPMG see 

many design issues and risks to address. 

Most firms are clearly opposed to 

or see problems with increasing the 

frequency of audit tendering and 

rotation. However, Grant Thornton 

does think tendering is too infrequent 

to create a competitive market for 

audits of large companies in the UK. It 

believes companies should be required 

to tender at least every five or seven 

years, with mandatory switching after 

two consecutive terms. Grant Thornton 

would also like to see an independent 

auditor appointment body. 

Any regulatory change is still a way 

off. Gambier warns against ‘an ungodly 

rush’ to intervene in the market without 

proper research and evidence, as there 

is a danger that ill-conceived measures 

would impose costs that far exceed their 

benefits, given that most audits do have 

appropriate audit quality. AB

Sarah Perrin, journalist
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Chris Kelly, commercial finance business partner of the 
Department for Work and Pensions, spoke at the panel 
session about public sector procurement.

Keynote speaker Hashi Mohamed spoke about his 
personal journey – from arriving in the UK from Kenya as 
an unaccompanied minor, via Oxford University to barrister 
and broadcaster – in the session on social mobility.

Public transformation 
Co-operation, skills and outsourcing were just some of the issues addressed at 
ACCA’s Public Sector Conference in London in November 

Over 80 ACCA members 
convened at The Church 
House in London in 
November for ACCA’s 
Public Sector Confernce 
to hear eminent speakers 
talking on an array of topics. 

Issues under discussion 

on the day, which was 

subtitled ‘Delivering public 

sector transformation in 

challenging times’, included 

the importance of joint 

working across education, 

local government, central 

government and third 

sectors; what employers 

should do to attract and 

retain the next generation 

of talent; and the future of 

procurement in the public 

sector post-Carillion.

See page 24 for more 

coverage of the event. AB

70 Accounting and Business January 2019

UK_A_PubSecPix.indd   70 05/12/2018   11:59



Jane Fuller, from the Centre for the Study of Financial 
Innovation (and AB columnist), was a panel speaker.

James Rolfe, chief operating officer at Anglia Ruskin 
University, chaired a panel session.

Amardeep Gill, a partner at Trowers & Hamlins 
international law firm, spoke at a panel session.

Yusuf Erol FCCA, ACCA Public Sector Panel chair and 
head of finance at London Borough of Hackney, was 
chair of the conference’s morning sessions.

ACCA chief executive Helen Brand gave 
the opening address.

Claire Jenkins FCCA, ACCA Public Sector Panel 
member, chaired the afternoon sessions.
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More information

To supplement the guidance, a live PCEF Q&A session will 
run on 14 February. Go to bit.ly/ACCAPCEF to register.

Practising certificates
A reminder of the changes to how members should record their training to be 
eligible for a practising certificate or a practising certificate and audit qualification

In last month’s edition 
of AB we advised of the 
imminent changes to the 
way members training 
towards an ACCA practising 
certificate (PC) or an 
ACCA practising certificate 
and audit qualification 
(PCAQ) could record their 
experience. ACCA can now 
confirm that the Practising 
Certificate Experience 
Forms (PCEF) have been 
launched, with effect from 
1 January 2019.

As a reminder, members 

must meet the Practising 

Certificate Experience 

Requirements (PCER). 

These state that members 

must obtain three years of 

relevant experience, which 

can include up to one year of 

pre-membership experience. 

However, where members 

were previously required 

to complete a Practising 

Certificate Training Record 

(PCTR), those who have not 

yet started their PCTR will 

need to document their 

experience in the PCEF.

Members will not be able 

to combine both the PCTR 

and the PCEF; they will 

need to complete a single 

document (either PCTR or 

PCEF) to evidence their 

complete period of relevant 

experience. The PCER state 

that all completed PCTRs 

need to be submitted to 

and approved by ACCA by 

31 December 2020. After 

this date, only the PCEF will 

be assessed.

There is a transition guide 

to assist members who have 

already started completing 

their PCTR. It explains the 

best course of action for the 

transition period of 1 January 

2019 to 31 December 2020. 

It also contains comparison 

tables to assist members 

and training principals to 

understand 

the PCEF 

framework. 

The PCEF 

itself is in three 

parts. Part 1 

contains the 

mandatory 

areas 

(professionalism 

and ethics, 

stakeholder 

relationship 

management, 

strategy and innovation, 

practice development, 

and leadership and 

management), together with 

guidance on completion of 

PCEF, the principal reviews 

and the time summary. 

Part 2 contains the 

optional areas (corporate 

reporting and financial 

management, business 

advice, development 

and measurement, 

sustainable management 

accounting, taxation and 

business consultancy, and 

internal review).

Part 3 relates to audit.

A member training towards 

a PC must complete parts 

1 and 2; a member training 

towards a PCAQ must 

complete all three parts.

Members need to 

complete statements of 

achievement, documenting 

experience gained in the 

above areas. Each statement 

should be evidenced by 

detailed narrative. These 

statements must be reviewed 

and achievement confirmed 

by the member’s training 

principal. Members can 

complete the statements 

at any point during their 

training towards a PC(AQ).

There are detailed guidance 

notes for each area. 

In addition to preparing 

verified statements of 

achievement, members 

must undertake six-

monthly reviews with their 

training principal. These 

should be recorded in the 

principal review section of 

PCEF. A training principal 

guidance pack has been 

produced to assist them in 

understanding their PCEF 

responsibilities.

There is also a time 

summary, which must be 

completed every six months. 

Members applying for a 

PCAQ for the UK or Ireland 

must undertake at least 44 

weeks of audit experience 

in a three-year period, with 

at least 22 of these weeks 

being in statutory audit. As a 

guideline, 44 weeks of audit 

experience in three years 

equates to 1,540 hours. 

The PCEF, supporting 

documents and bite-sized 

webinars explaining the 

different aspects of PCEF can 

be found on the practising 

certificates and licences 

section of the website (bit.ly/

ACCA-prac-lic). AB

Stefan Pegram is ACCA’s 

head of licensing.

The Practising 
Certificate 

Experience Forms 
have now been 

launched

72 Accounting and Business January 2019

UK_A_PracCert.indd   72 11/12/2018   13:47

www.bit.ly/ACCAPCEF
www.bit.ly/ACCA-prac-lic


Adverts_Jan19.indd   4 04/12/2018   16:44

www.cisi.org/AFPF


Adverts_Jan19.indd   3 04/12/2018   16:44

www.moneyfactsgroup.co.uk


Rulebook changes
Changes in the ACCA Rulebook 2019 include the implementation of a restructured 
ACCA Code of Ethics and Conduct, and regulatory and disciplinary process clarifications

The ACCA Rulebook 
2019 incorporates the 
restructured IESBA 
International Code of 
Ethics for Professional 
Accountants (including 
International Independence 
Standards) within section A 
of the ACCA Code of Ethics 
and Conduct. 

Key revisions include 

enhancements to safeguards, 

long association of personnel 

with audits, professional 

accountants in business 

and pressure to breach the 

fundamental principles, 

and offering and accepting 

inducements. Other 

significant changes are 

outlined below.

Changes to the 

Membership Regulations 

have been made to reflect 

the Ethics and Professional 

Skills module, and to ensure 

compliance with the General 

Data Protection Regulation.

Changes to the Global 

Practising Regulations (GPRs) 

have been made to: 

* simplify the honorary 

reporting exemption 

provisions and 

enable members to 

undertake independent 

examinations for a charity 

whose gross income does 

not exceed £250,000

* remove the requirement 

to hold an ACCA 

practising certificate for 

South African members, 

although specific 

requirements regarding 

tax practitioners are 

retained in accordance 

with the requirements 

of the South African 

Revenue Service.

Other changes to the GPRs 

include clarification that trust 

or company services do not 

constitute public practice 

and do not give rise to the 

need to hold a practising 

certificate. 

However, trust 

or company 

service 

providers not 

supervised 

by ACCA for 

anti-money 

laundering are 

required to 

register with 

HMRC.

Sometimes 

the Rulebook 

is amended for greater 

transparency, consistency 

and clarity, and to allow 

enhancements to regulatory 

and disciplinary processes, 

or to reflect changes in 

legislation. In 2019, such 

changes include:

* new provisions relating 

to the service of notices 

and documents, 

including emails

* referring to notices 

or documents being 

‘served’, rather than 

‘received’

* extending the period 

for notification and 

submission of documents 

for the relevant person to 

21 days.

Other practical changes are:

* removing from the 

Complaints and 

Disciplinary Regulations 

the requirement to have 

a differently constituted 

Health Committee 

where the Disciplinary 

Committee orders referral 

to a health hearing

* where an application 

to appeal has been 

refused by the chairman, 

removing the person’s 

right to request that 

their application be 

considered by an Appeal 

Committee; instead, 

permission to appeal 

may be considered by a 

second chairman

* allowing concessions 

to be made by the 

respondent at any 

time during the 

appeal process

* permitting the 

relevant person (as 

well as other parties) 

to request their 

fitness to participate 

in the proceedings 

be considered by the 

Health Committee.

Clarifications to the 

Authorisation Regulations 

include:

* making the consideration 

of applications by a 

chairman alone on the 

papers the norm

* bringing together all the 

publicity requirements, 

and requiring post-

hearing publicity (with 

reasons), subject to a 

hearing (or part of a 

hearing) being held 

in private

* an improved explanation 

of the limited 

circumstances in which 

a regulatory assessor’s 

decision would not 

be published

* adding the requirements 

of the Statutory Auditors 

and Third Country 

Auditors Regulations 

2016 with regard to 

sanctions and orders.

More details are available at 

accaglobal.com/rulebook. AB

Sometimes the 
ACCA Rulebook 

is amended 
for greater 

transparency, 
consistency  
and clarity
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Over 5,000 finance and business leaders, policymakers 
and accountants from 130 countries attended the event.

ACCA’s vice president Mark Millar delivered one 
of the short ‘10Talks’.

The four-yearly WCOA 
event was held at 
the International 
Convention Centre in 
Sydney, Australia.

ACCA-hosted fringe events included one on the 
development of the accountancy profession in Rwanda. 

Convening Down Under
Accountants from around the world gathered at the World Congress of Accountants 
in Sydney, Australia, to discuss key issues affecting professional accountants

More than 150 speakers, 
including ACCA’s chief 
executive Helen Brand, 
shared their passion and 
their insights at the World 
Congress of Accountants 
(WCOA) in Sydney 
in November.

The theme of the event, 

which attracted more than 

5,000 delegates from 131 

countries, was Global 

Challenges: Global Leaders. 

Sessions included the 

ethics and applications of 

artificial intelligence, and 

how curiosity, creativity and 

collaboration are the keys to 

future success.

With a Quotients Quest 

competition and a range 

of short ‘10Talks’ on topical 

issues for professional 

accountants (which you 

can view on-demand 

at the Accounting for 

the Future conference – 

accaglobal.com/AFF2018), 

ACCA’s stand at WCOA was 

a hub of activity. 

The next WCOA, in 2022, 

will be in Mumbai, India. AB
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An expanded ACCA partnership with Vietnamese 
accountants’ body VACPA was announced at WCOA.

Hacker-turned-cybersecurity expert Keren Elazari 
addressed a session on data and digital currency risk.

Incoming IFAC president Dr In-Ki Joo addressed 
the ACCA reception.

The member wall, created to celebrate ACCA’s 
200,000-member landmark, had its last outing at WCOA.

ACCA president Leo Lee hosted the ACCA reception, 
greeting members and guests from around the world.

77January 2019 Accounting and Business

UK_A_WCOA-pix.indd   77 11/12/2018   13:51



Resolution 2
To receive the report of the ballot for 
the election of members of Council
The scrutineer’s report and the 

number of votes received by each 

candidate in the ballot and the election 

of members to Council were reported 

as follows.

1. Susan Allan

2. Marta Rejman

3. Orla Collins

4. Ben Catlin

5. Cristina Gutu

6. Dato’ Lock Peng Kuan

7. Dinusha H Weerawardane

8. Kayode Yusuf

9. Teresa Pui SzeTso

10. Taiwo Oyedele

11. Daniel Chou

12. Japheth Katto

13. Amos Ng

14. Paul Chan Wan Siew

15. Brigitte Nangoyi Muyenga

16. Matt Dolphin

17. Joseph Opeyemi Owalabi

18. Dato’ Seri Raymond Liew

19. Shepherd Chimutanda

20. Aamer Allaudin

21. Edith Yembra

22. Akin Akinbode

23. Krishna Prasad Dahal

24. Thomas Mensah Abobi

25. David Kabika

26. Ravindran Balakrishnan

27. Jayapal Ramasamy

28. Emmanuel Kapizionis

29. Mubashir Dagia

30. Adrian Perera

31. Mohammad Nawaz

The president therefore declared the 

following members to be elected or 

re-elected to Council:

* Susan Allan

* Marta Rejman

* Orla Collins

* Ben Catlin

* Cristina Gutu

* Dato’ Lock Peng Kuan

* Dinusha H Weerawardane

5,573

5,107

3,944

3,770

3,569

3,459

3,289

2,987 

2,763

2,662

2,580

2,557

2,480

2,274

2,271

2,195

1,991

1,829

1,760

1,758

1,690

1,638

1,445

1,280

1,111

1,070

984 

982

970

926

814

Notice and the 
auditor’s report
The notice of meeting and 

the auditor’s report on the 

accounts for the period 

1 April 2017 to 31 March 2018 

were taken as read.

Minutes
It was agreed that the 

minutes of the AGM held 

on 30 November 2017 and 

update published in the 

January 2018 issue of AB 

should be taken as read and 

signed as correct.

Resolution 1
To receive and adopt the 
report of Council and the 
accounts for the period 1 
April 2017 to 31 March 2018

ACCA president Leo Lee 

gave his address and asked 

ACCA chief executive Helen 

Brand to give a presentation. 

He then invited questions 

and comments on the report 

and the accounts. The 

president called for a poll 

and declared the resolution 

carried, the votes being cast 

as follows:

For 10,286   Against 118 

Resolution 3
To re-appoint as auditor 
Grant Thornton UK LLP 
The president reported 

that Council recommended 

Grant Thornton UK be 

re-appointed as ACCA’s 

auditor. He then invited 

questions on Resolution 3. 

The president called 

for a poll and declared 

the resolution carried, 

with the votes being cast 

as follows: 

For 9,253   Against 1,149

The president thanked 

members for their attendance 

and participation in the AGM 

and voting process. 

  He declared the meeting 

closed at 2.20pm. AB

113th ACCA AGM
Minutes of the 113th ACCA AGM, held at the Adelphi, London, on 15 November 2018. 
ACCA president Leo Lee FCCA took the chair, and 65 members were present
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Council highlights
At the annual Council meeting on 15 November 2018, new Council members 
were welcomed and Robert Stenhouse was elected as ACCA’s new president

ACCA’s annual Council 
meeting took place on 
15 November 2018 at the 
Adelphi in London following 
ACCA’s 113th annual general 
meeting (AGM). 

Council elected ACCA’s 

officers for the coming year. 

ACCA’s new president is 

Robert Stenhouse, and he will 

be supported by Jenny Gu 

(deputy president) and Mark 

Millar (vice president).

Council welcomed four new 

members, whose election 

had been declared at the 

AGM: Ben Catlin, Cristina 

Gutu, Dato’ Lock Peng Kuan 

and Dinusha Weerawardane. 

Council also welcomed the 

three re-elected members: 

Susan Allan, Orla Collins and 

Marta Rejman. 

Council received a number 

of reports and took a number 

of other decisions at the 

meeting, including:

* approving Council’s 

standing orders for  

2018/19, in accordance 

with the bye-laws

* approving Council 

regulations for 2019

* electing three Council 

members to serve on the 

Nominating Committee 

in 2018/19, along with 

the officers

* appointing lay members 

to serve on the 

Regulatory Board for 

2018 and 2019 

* agreeing Council’s 

workplan and objectives 

for the year ahead

* noting a report from the 

Qualifications Board, 

including the ratification 

of the September 2018 

examination results

* receiving reports from 

the Market Oversight 

Committee and 

Resource Oversight 

Committee meetings 

held in September, 

and the Governance 

Design Committee, 

Remuneration 

Committee and Audit 

Committee meetings 

held in October

*   noting the standing 

committee annual reports 

for 2017/18.

Council’s next meeting 

will be held in London on 

16 March 2019. AB
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How prepared for the future is your business?

Join us for unrivalled insight into:

 � how leading businesses are adapting to change

 � strategies to address global and local economic 
challenges

 � the skills you will need to future proof your own 
career

Speakers

Global futurist and the CEO of 
Fast Future Rohit Talwar will be 
joined by representatives of 
leading businesses including:

Book your place now at accaglobal.com/shapethefuture

Unlocking your organisation’s potential

20 March 2019, Congress Centre, London

#ACCAThinkAhead

www.accaglobal.com/shapethefuture
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More information

See ACCA’s emotional intelligence video and measure your 
emotional quotient at accaglobal.com/EQ.
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ACCA’s Quotients Quest challenge at the World Congress 
of Accountants proved a big hit with delegates.

Global launchpad
The World Congress of Accountants’ 5,000-plus attendees were 
the ideal audience for ACCA’s latest research and partnerships

ACCA made a splash at 
the World Congress of 
Accountants in Sydney in 
November, showcasing 
cutting-edge research 
and announcing new 
partnership agreements. 

Chief executive Helen 

Brand was among those 

taking centre stage at the 

event. At a panel session 

on ways of working in the 

digital age, she talked about 

the changing skills mix that 

professional accountants 

will need and highlighted 

new research from ACCA on 

emotional intelligence for 

finance professionals. 

‘Our latest research report 

explores what is meant by 

the emotional intelligence 

quotient in the digital 

context and how professional 

accountants can best nurture 

it,’ she said.

Emotional intelligence is 

one of seven key professional 

quotients that ACCA 

research has identified as 

vital for accountants. ‘These 

cover areas that have long 

been associated with the 

professional accountant, such 

as technical skills and ethics, 

and the ability to acquire 

and use knowledge through 

thinking, reasoning and 

solving problems,’ Brand said.

ACCA also announced the 

signing of two significant 

partnership agreements 

during the event – one with 

business and accounting 

software specialist Xero, and 

the other with the Vietnam 

Association of Certified 

Public Accountants (VACPA).

 The Xero agreement 

highlights the importance of 

the cloud-based economy to 

the accountancy profession. 

It builds on ACCA’s existing 

strong relationship with Xero 

in the UK, Singapore and 

Australia, and will support 

members, particularly those 

in small and medium-sized 

practices, in preparing for 

the digital advances ahead.

ACCA and VACPA 

originally signed an 

agreement in 2005, which 

is updated every five years. 

The new agreement cements 

the relationship further, with 

a commitment to support 

the development of the 

accountancy profession 

in Vietnam. AB
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New year, new challenges
Is your business ready?

New year’s resolution? Now is the 
perfect time to take a moment and 
assess just how ready your business 
is for the year ahead.

Technology, the global economy, 
politics, legislation, cyber security, 
risk, climate – all of these factors 
are forcing reappraisal of business 
processes, people and services. The 
fi nance and accounting function 
sits at the very centre of these 
transformative challenges, and how it 
adapts to them will be critical.

At ACCA, we have always looked 
ahead to anticipate change and 
understand its impact on business, 
fi nance and accountancy. Now we 
are starting to work in partnership 
with businesses around the world 
to support them in preparing for 
that change.

We have looked at 10 major drivers 
of change and asked members 
and employers to explore just how 
ready their businesses are to cope 
with them.

Use our interactive tool to assess your 
readiness for the challenges below:

• blockchain and its impact
on audit

• the great AI takeover

• the new skills gap

• the rising importance of ethics

• China’s Belt & Road initiative

• the impending talent crisis

• coping with unmet 
training needs

• cross-border business and a
global economy

2019 heralds another 12 months in which change 
will only accelerate. The speed of change and 
the impact it’s having on how businesses operate 
are increasing. 

MARKETING P3

accaglobal.com/readiness

Pick a number...
To help you assess your readiness to any 
of the 10 key drivers of change, we have 
analysed key indicators of preparedness – 
just pick a number 0-100% and see if your 
organisation matches up.

• 0% ready – totally unprepared? 
Don’t worry, others are too. We show 
you what to do fi rst.

• 50% ready – half way there? 
What else should you be thinking 
about and doing to get ahead?

• 100% ready – really? How about 
sharing some of your wisdom with the 
rest of the ACCA member network?

50% 75% 100%25%0%

www.accaglobal.com/readiness

Is your business ready?
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Rooms
with a view

Interview: Sathyapal Nair, FD of the 
Shangri-La Hotel At The Shard

World Congress 2018
Experts convene to discuss hot 
topics impacting the profession

Onwards and upwards
Accountants in the public sector 
enjoy the greatest social mobility 

Audit scrutiny
Responses to the 
current reviews
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Is your business
ready?

Yes Maybe No

Register at 
accaglobal.com/AFF2018

Accounting for 
the Future virtual 
conference
Catch up on ACCA’s annual virtual 
global conference. You can watch 
the sessions on-demand and gain 
CPD units while staying ahead 
of the curve on issues affecting 
finance professionals.
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