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Welcome
The digital space offers opportunities for finance professionals who are willing to
broaden their skills, enabling them to become a bridge between business and tech
Whether you are a digital native

be traced back to his father’s career at

interacting with new technologies from

an airline and Murray’s experiences of

a young age or a more recent adopter

travelling from a young age.
The financial news continues to be

developing your tech knowledge and
skills, seeking out opportunities in

dominated by the various reviews of the

the digital age is key to professional

UK audit market. On page 18 we look

growth. Do you have what it takes to

at the key recommendations being put

be a tech accountant?

forward and discuss their implications

Continuing the digital theme this

and possible next steps.

issue, our cover story looks at ACCA’s

Also in the headlines is the ticking

latest report The passionate practitioner:

timebomb that is climate change. We

developing the digitalised small and

consider how taxation has been used

medium practice, which sets out the

to encourage good environmental

benefits of digitalisation as well as an

behaviour and how else government

implementation roadmap (page 36).

could use fiscal incentives to nudge us

You can find more technology-related

in the right direction. See page 60, and

articles, CPD resources and ACCA

Robert Bruce’s views on page 30.

research at accaglobal.com/digital,

We also have an interesting

along with details of how to join ACCA’s

insight into the measures the Civil

‘power of digital’ virtual conference,

Service has put in place to ensure

which takes place this month.

its workforce reflects the diversity of

As we head into the holiday season,

the UK. We talk to its social mobility

we talk to John Murray FCCA, FD of

champion Bernadette Kelly, who

TUI Lakes & Mountains, who talks about

looks to the accountancy profession

the digital transformation that the travel

for inspiration.

AB

sector has undergone in the past 10
years and how TUI is responding. His

Jo Malvern, editor

passion for the sector is evident and can

joanna.malvern@accaglobal.com
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According to the latest
Sunday Times Rich List,
the surviving members
of the band Queen have
a joint fortune of £445m,
partly due to the success
of the film Bohemian
Rhapsody. The figure
is well above the actual
Queen’s wealth of £370m.

Artefacts from an AngloSaxon burial site – hailed
as the UK’s version of
the Tutankhamun tomb
– went on show at a
Southend museum. The
prince’s grave, discovered
in 2003, is the oldest
example of a Christian
Anglo-Saxon royal burial.

Spotify has hit 100 million
paying subscribers, with
users increasing by 32%
in the first three months
of 2019 compared with
the previous year. The
Swedish music streaming
service listed on the
New York Stock Exchange
in 2018.

London’s Design Museum
celebrates the career of
director Stanley Kubrick
whose films include A
Clockwork Orange, 2001:
A Space Odyssey and Dr
Strangelove (pictured).
When he died in 1999
Kubrick’s estimated net
worth was US$20m.
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News in brief
This edition’s stories and infographics from across the globe, as well as a look
at the latest developments and issues affecting the finance profession
CMA wants reform

nor can the UK afford to rely

Reporting Council (FRC)

its role within wider

The Competition and

on only four firms to audit

welcomed the proposals,

business assurance and in

Markets Authority has

Britain’s biggest companies

particularly the regulation of

relation to directors’ legal

proposed major reforms

any longer.’ Maggie

audit committees. See also

responsibilities; its role in

to the UK’s audit market,

McGhee, ACCA executive

page 18.

detecting fraud; and auditor

including separation of audit

director – governance,

from consulting services.

commented that ACCA had

Call for audit views

responses is 7 June. See also

It said joint audits should

previously ‘highlighted the

Donald Brydon has

page 18.

be mandatory for the

risks to audit quality of the

requested opinions on the

largest and most complex

CMA’s proposed remedies’

quality and effectiveness

More administrators

companies, enabling

and is ‘disappointed’ by

of audit as part of his

Additional administrators

challenger auditors to

the recommendations. She

review commissioned

are to be brought in to

develop the capacity to

added: ‘We maintain that

by the Department for

support KPMG partners Blair

compete for large audits.

other measures, such as

Business, Energy & Industrial

Nimmo and David Costley-

The CMA concluded that

a cooling-off period after

Strategy. Views are sought

Wood in the administration

the new regulator should

rotating off the audit and a

on the purpose of audit

of Patisserie Valerie.

hold audit committees to

prohibition on management

and for whom it should be

The FRC is investigating

account ‘more vigorously’.

dismissing an audit firm,

carried out; scope; how

Grant Thornton’s audit of

CMA chairman Andrew Tyrie

would be more effective in

quality can be improved;

Patisserie Valerie; Grant

said: ’Conflicts of interest

increasing audit quality in

whether findings can be

Thornton is also KPMG’s

cannot be allowed to persist;

the short term.’ The Financial

better communicated;

auditor in the UK. A

liability. The closing date for

spokeswoman for KPMG’s

AI regulation divides opinion

joint administrators said:
‘Before their appointment,

Nearly three-quarters (72%) of UK CEOs believe

the joint administrators

artificial intelligence (AI) will significantly change

made clear to the directors

the way they do business in the next five years, but

that were they to take

debate still remains on how involved government

the role on, additional

should be in the technology’s development.

administrators would need

According to PwC’s 22nd Annual Global CEO

to be appointed further

Survey, the majority of UK business leaders

down the line, to investigate

(70%) support government-led national

any potential claims

strategies and policies on AI, and believe

against Grant Thornton

that government should play an integral role in AI

(and potentially others)

development (63%). When it comes to regulation,

after the various regulatory

opinions are divided. Just under half of those surveyed (47%) think organisations should be

investigations into the

allowed to self-regulate the use of AI, while a similar number (44%) disagree.

causes of business failure

Opinions are also split on who should bear the responsibility for job displacement and

had reached an appropriate

retraining; just under half (49%) of business chiefs believe government should provide a safety

stage, due to Grant

net to workers displaced by AI, but a further 41% disagree. Nearly two-thirds (65%) of UK CEOs

Thornton being KPMG’s

think government should incentivise organisations to retrain workers whose jobs are automated.

auditor.’ Grant Thornton
declined to comment.

8
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Digital power
In a series of videos looking at the power of digital, we explore how machine learning and
artificial intelligence are set to revolutionise the world of finance professionals

Machine power
As ACCA Professional
Insights publishes a
report on machine
learning, watch the
videos to see how digital
technology is impacting
the operations as well as
the strategic ambitions of
organisations.

More information
You can find the videos
and other resources at
accaglobal.com/digital.

Deloitte resigns

board responded that it

GT investigated

Railton were reprimanded,

Deloitte has resigned as

believed it had initiated the

Grant Thornton’s 2015,

with King fined £30,000

auditor of Ferrexpo, a

independent review ‘at the

2016 and 2017 audits of

and Railton fined £35,000.

London-listed company

appropriate time, given the

the collapsed public sector

The FRC commenced its

which undertakes mining

other steps it was taking

contractor Interserve are

investigation in 2009 and

operations in Ukraine.

and all the surrounding

being investigated by the

a tribunal made findings

Ferrexpo published

circumstances’. It ceased

FRC. A spokesman for Grant

of misconduct following

Deloitte’s resignation, which

making donations to

Thornton UK LLP said: ’I can

hearings in 2017 and 2018.

referred to the relationship

Blooming Land in May 2018.

confirm we have received

Misconduct findings were

correspondence from the

related to the audit of the

of the company with a
Ukrainian charity, Blooming

All change in audit

FRC informing us of its

group’s inventories and trade

Land. The auditor said it had

PwC has won the tender to

decision to commence an

receivables. Tanfield remains

‘identified discrepancies’ in

replace Deloitte as auditors

investigation, and we will of

listed on AIM. The former

copies of bank statements

of Anglo American. Deloitte

course fully cooperate with

Baker Tilly partnership in the

provided to it by the charity

will cease the audit at the

them in this matter.’

UK is now part of the RSM

and was unhappy that a

end of this calendar year,

requested instigation of

under mandatory auditor

Baker Tilly fined

RSM said: ‘RSM is pleased

an independent forensic

rotation rules. Mazars has

Baker Tilly has been fined

that more than a decade

investigation into the

been awarded the audit for

£750,000 and reprimanded

after the audit engagements

charity was taking longer

French Connection following

over its 2007 audit of the

were performed by Baker

than expected. This led

a tender exercise, replacing

Tanfield Group and two of

Tilly, this matter has reached

to a qualified opinion for

KPMG as a result of the audit

its subsidiaries. Partners

a conclusion with only

the 2018 year. Ferrexpo’s

rotation requirement.

Richard King and Steven

limited aspects of the FRC

network. A spokesman for

June 2019 Accounting and Business

UK_Newsinbrief.indd 9

9
13/05/2019 12:58

complaints being upheld

other audits of insurance

when auditing insurance

positions. Only two of the

by a tribunal. In any event

undertakings. Mark Taylor,

claims reserves. The tribunal

25 leading firms have nearly

our audit processes, like

a KPMG partner, was fined

accepted that KPMG has

equal gender representation

those of other major audit

£100,000 and severely

taken, and continues to

on boards, while four

firms, and the auditing and

reprimanded, as well as

take, steps to improve audit

boards contain no women

financial reporting standards

agreeing to the imposition

performance and in its last

and on six boards women

themselves, have undergone

of second partner reviews

inspection report, the FRC

hold a third of positions.

substantial change since

of his audits until the end

acknowledged our work

Meanwhile, a report from

2007. Nevertheless, RSM

of next year. Former KPMG

in this area as an example

the Directory of Social

will take account of the

partner Anthony Hulse

of good practice. We will

Change concluded that

findings of the tribunal in

was fined £100,000 and

continue to work hard to

corporate reporting on the

our continuous review of

severely reprimanded. A

put historical matters such

gender pay gap is unreliable.

our practices, procedures

spokeswoman for KPMG

as this to rest as quickly

Its researcher Judith

and training.’

responded: ‘We are

as possible.’

Turner said: ‘Despite legal
requirements, government

disappointed that aspects

KPMG fined

of our 2008 and 2009 audits

Co-op sanctions

recommendations and

KPMG has been fined £6m

were found not to have met

KPMG has been sanctioned

changing workplace culture,

and severely reprimanded

the standards set by our

in relation to its 2009 audit

too many companies are

over its audits of a Lloyds’

regulator. Since this work was

of the Co-operative Bank.

evading measures designed

insurance syndicate and

conducted we have changed

KPMG was fined £5m,

to support gender equality

actuarial advice. KPMG

our insurance audit approach

discounted to £4m for

in the UK.’

agreed to undertake

considerably, including

early settlement, and will

an internal review of

how we work with actuaries

pay £500,000 towards the

HMRC investigates

FRC’s costs. It was severely

HMRC is seeking to recover

reprimanded. KPMG and

£4.6bn of alleged underpaid

its audit partner Andrew

tax from US multinational

London has been ranked the joint sixth most expensive

Walker admitted misconduct.

corporations (MNCs), an

location in Europe for business travel and joint seventh in the

Walker was fined £125,000,

increase of more than a third

world, with an overall daily cost of a business trip reaching

discounted to £100,000, and

over the last year. The figures

£444. New York takes the top spot globally at £618, followed

severely reprimanded. All

were obtained by law firm

by Geneva and Zurich.

KPMG audit engagements

Pinsent Masons through

with credit institutions for the

a freedom of information

years 2019, 2020 and 2021

request. US-based MNCs

will be subject to additional

are responsible for 17% of

reviews to be conducted by

the total amount of tax that

KPMG’s audit quality team,

HMRC is targeting for last

which will report on these to

year. Swiss-based corporates

the FRC.

are being chased for 6% of

The costly business of travel

New York

1

Geneva

2

Zurich

3

Paris

4

£477

Reykjavik

5

£476

Basel

6

Bern =7
London =7
Copenhagen

9

Hong Kong

10

Source: ECA International

10

£618
£553
£511

alleged tax underpayments,

£447

Could do better

Irish MNCs 3% and French

Women still comprise only

2%. Jason Collins, a Pinsent

£444

one in four executive board

Masons partner, said: ‘HMRC

positions at the largest

is under enormous pressure

accountancy firms in the

to collect extra revenue

UK, analysis conducted by

and that is leading to more

recruitment firm Real Links

pressure on businesses

has found. This is despite

both from domestic and

women now holding 44%

foreign authorities. Often

of full-time accountancy

the large amount HMRC

£444
£434
£398
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initially believes has been

whose chair Nicky Morgan

underpaid boils down to

wrote to HMRC to

basic misunderstandings

‘express the committee’s

with businesses and past

astonishment that the

experience is that HMRC will

public are unable to contact

only collect half the amount

the AO [adjudicator’s

it initially sets out.’

office] by email’. The new
arrangements are scheduled

HMRC’s email first

to be in place in the autumn.

HMRC is to enable taxpayers

Accountancy Futures | Edition 18

and their agents to log

BRS failure

complaints by email for

The vast majority of loan

the first time. The decision

applications passed on

follows a complaint from

under the Bank Referral

FCA investigates Wasps

the House of Commons

Scheme are rejected. The

Wasps rugby club is reportedly being investigated by the

Treasury Select Committee,

UK’s seven largest banks that

Financial Conduct Authority (FCA) over its past overstatement

have refused applications

of earnings, which it admitted in 2017. A capital injection of

for business loans are

£1.1m from club owner and board chairman Derek Richardson

required under the scheme

was wrongly stated as income. As a result, the club breached a

to refer the applications

covenant on a retail bond that is traded on the London Stock

to one of four designated

Exchange. PwC resigned as auditors last year, saying it had

online platforms (Alternative

been provided with falsified evidence. The FCA declined to

Business Funding, Funding

comment. Wasps failed to provide a requested comment.

Accountancy Futures
Critical issues for tomorrow’s profession

Edition 18 | 2019

Options, Funding Xchange
and Business Finance
Compared). However,

practice, any longer than one

the Organisation for

95% of these applications

year means business rates

Economic Co-operation and

were then again refused.

lag far behind economic

Development and ACCA.

Kirsty McGregor, chair of

cycles and – over the years

The closing date for entries is

The Corporate Finance

– the significant rises in UK

30 June. Further information

Network of accountancy

property costs. The result is

at ethicsinfinance.org.

firms, responded: ‘All the

a system that rewards those

costs of administering the

places already on their way

MoU renewed

BRS are met by the taxpayer,

up in the short term, but

A memorandum of

including the assessing of

eventually pulls the rug from

understanding (MoU)

In the 18th edition of twice-

at least 19,000 applications

under them.’

established in March 2018

yearly magazine Accountancy

so far. This whole policy

Futures, jointly published

seems immoral.’

Machine learning

As artificial intelligence becomes more science than fiction,
the profession embraces its digital future
Plus: Cybersecurity | Digitisation and tax | Blockchain | SMEs and scaling up | Trust |
Audit regulation | Accounting for cryptos | External reporting | Views from the top |
Caribbean regional focus | Arnold Schilder’s life in audit | In-Ki Joo on IFAC presidency

at:

analysis/insights
25/04/2019 16:51

25/04/2019 16:15

Latest AF is here!

with ACCA’s strategic alliance

between ACCA and DFK

Ethics prize

was recently renewed by

Young finance professionals

both organisations at ACCA’s

partner CA ANZ, we focus on

Rates ‘inequality’

can win a share of a

headquarters in London.

how cutting-edge technology

Business rates entrench

US$20,000 prize in this year’s

The revised MoU builds on

is impacting the work of

regional inequality and

Ethics and Trust in Finance

the success of the original

professional accountants.

the system is uneconomic,

Award. Candidates aged 35

agreement, and seeks to

The cover feature looks at

unsustainable and

or younger should submit

forge stronger connections

machine learning, taking

unintelligible, the CBI has

previously unpublished

between ACCA and DFK,

as its basis the latest ACCA

claimed. CBI president

papers examining the

and its member firms around

research. For this and more,

John Allan said: ‘We can

role of ethics and integrity

the world.

visit bit.ly/ACCA-AF.

now expect revaluations

in finance. The award’s

every three years. But in

strategic partners include

AB

Paul Gosling, journalist
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Ready for take-off
A love of travel makes John Murray FCCA, finance director at Crystal Ski Holidays
and TUI Lakes & Mountains, perfectly equipped for the role

A

did you book yours? Via a high-street

2015

earnings growth in 2018, with turnover

travel agent? Through an online provider?

FD, Crystal Ski Holidays and

rising by 6.3% to €19.5bn, and underlying

Consumers’ options are expanding, as

TUI Lakes & Mountains

EBITDA by 10.9% to €1.18bn.

Ski Holidays and TUI Lakes & Mountains, is

2010

the way it is becoming more diversified

only too aware.

s holiday season approaches,
we’re starting looking forward

i

TUI Group, the leading integrated travel

CV

and tourism group in the world, posted
a fourth consecutive year of double-digit

to our summer break. But how

For Murray, the group’s success lies in

John Murray, finance director at Crystal
Senior finance business

and owning the customer journey end

The travel sector has undergone

partner, Crystal Ski Holidays

to end. The ski business is particularly

enormous transformation in the past

and TUI Lakes & Mountains

well-suited to this end-to-end model,
which is why, says Murray, TUI Group

10 years, and the pace of change is not
letting up. ‘The traditional tour operator

2009

held onto the business when in 2016 it

won’t be around for much longer unless it

Finance manager,

divested what it saw as peripheral parts

becomes more digitally focused,’ Murray

Fujitsu Global

of the business. TUI sold its portfolio of
specialist, luxury and adventure holiday

predicts. ‘The online travel agents are
becoming bigger and stronger, and then

2004

brands (known as Travelopia), including Le

you’ve got companies like easyJet bolting

Finance manager,

Boat, Hayes & Jarvis, Citalia and Exodus,

on accommodation to their services.’ Even

Crystal Ski Holidays

to the private equity company KKR, to
focus on core products. TUI kept hold

Google, he adds, is getting in on the act,
launching Google Flight and other trip-

2000

of Crystal Ski Holidays and TUI Lakes &

planning tools.

Senior business analyst,

Mountains holidays, as they are flight-

TUI UK

led products and fit with the integrated

Despite strong competition in recent

business model. ‘The ski business has

years from online do-it-yourself travel

been known as Crystal Ski for 30 years

platforms such as Booking.com and Airbnb,
has carved out an extremely successful niche by, in many
respects, doing it the old-fashioned way.

and is the number one ski travel operator in the UK.’
But Murray is no stranger to change, as he has spent almost
all of his career at the various

The travel group describes itself
as ‘an integrated provider of holiday

iterations of the business. Most

experiences’, which it stresses is

significant of these changes was

not the same as a tour operator
providing package holidays (tour
operator/airline contribute to 30%
of the group’s profit). The TUI Group
owns 380 hotels, 17 cruise ships
and crucially, its own airlines, giving
the company a level of flexibility
and control that tour operators can
only dream of. ‘It means we can
plan significantly well in advance
compared to our competitors.’
It is a strategy that seems to work.

12

‘My father worked
for an airline, so I
got the travel bug
from a very early
age. And my sister
also works in the
travel industry. It’s
in our blood’

the merger of Thomson (the thenowner of Crystal Ski Holidays) with
First Choice Holidays in 2007. ‘I’ve
worked here for 17 of the past 19
years, he says. ‘We went through
a lot of changes at the point of
the merger, so I thought it was a
good time to try something else. I
spent two years at Fujitsu. It was a
great experience, working in an IT
environment and Japanese culture,
but when the opportunity came up
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to come back, I took it. Travel is close to my heart – my father
worked for an airline for 30 years, so I got the travel bug from

i

Tips

a very early age. And my sister also works in the travel industry.
It’s in our blood.’
The decision to train with ACCA at the company after
completing a business degree was a good one,’ he says. ‘They
are very supportive here and paid for my study [the TUI Finance
Academy is accredited with ACCA]. We invest a lot in people
and that pays dividends – we have a very low attrition rate.’

*

‘When looking at potential employers, consider their

*

‘Emotional intelligence is very important – the ability

*

‘Listen before you speak. Everyone has different priorities

values and culture and how they invest in their staff.’

to get the most out of people and deal with people at
different levels.’

Murray left the company as a finance manager but returned
in a business partner role, which has been very fulfilling, he
says. ‘Moving to a more commercially focused role suited my
skillset.’ That means unpredictable

and agendas, so FDs need to be good listeners.’

days and a wide remit, which has
included working with the M&A team

‘What we offer is a fully integrated

to dispose of eight hotels owned by

customer experience, which

the group. ‘Anything can happen on

means we own the customer

any given day,’ says Murray. ‘I have

journey from end to end. And

to deal with events like disruptive

because we are ATOL accredited,

weather conditions and Brexit, and
we employ 450 seasonal workers
on the European continent, so I’m
often dealing with labour laws. I’m
also responsible for all the foreign
exchange hedging. Travel is a very
low-margin business, typically a

‘We invest a lot in
people and that
pays dividends –
we have a very low
attrition rate’

maximum of 5% EBIT, and 80% of our

something goes wrong.’

Getting integrated
The big priority of the past three
years has been to integrate the
business and its systems into the
TUI Group. ‘When we split from

currency spend is in euros, so there’s
a lot of cost uncertainty at the moment.’

we are obliged to get you home if

Travelopia, we had to set up a
standalone business as a holding position until we were
integrated into the UK business. We’ve had to separate out

Owning the journey

the legacy systems and put in place a programme to identify

As an example of the unpredictability and uncertainty that

cyclical synergy benefits and the most efficient structure, and

Murray has to deal with, back in January a massive snowstorm

then merge the core functions into the group.’ The original

swept through Continental Europe, dumping huge amounts of

finance team of around 60 has been trimmed to 10 in the UK,

the white stuff across Germany, Austria and Switzerland. The

plus 35 working at various resort offices.

scale of the storm would have caused considerable disruption

partly through necessity and partly because Murray feels

tens of thousands of tourists end or begin their holidays and

it is important to be a customer of the company as well as

are on the move between resorts and airports.

an employee.

For Murray, this all meant a very busy few days. ‘My

14

There is, naturally, a lot of travel involved in the role,

on any day, but this was a Saturday – changeover day, when

‘The opportunity to experience the product is part of

phone rang at 11pm,’ he says. ‘That’s not unusual – when

what makes the travel sector so enjoyable.’ Murray recently

something like that happens, everyone gets involved.’

went on a ‘shakedown cruise’, where TUI employees stand

In practical terms, he says, it meant securing customers

in as customers to test the performance of a new ship. Four

alternative accommodation as a priority so they were not

years ago, he was asked to step in temporarily to replace a

stranded at airports or resorts for the night. The fact that

departing FD in India. ‘I was asked to go out to Delhi on the

his customers could sit back while the company sorted

Thursday and was on a plane on Sunday,’ he says. ‘I worked

out how they would get home is the major reason why

one week out of every four in India for a while, carrying on with

the business, and the wider TUI Group, is so successful in

my regular job at the same time. It was a great experience. You

the permanently challenging travel market, says Murray.

have to be flexible in a role like this.’
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Riding the ups and downs
Competition is fierce, and the possibility of

i

Basics

‘The travel industry is effectively a fastmoving consumer goods business, and we
are susceptible to external factors such as

an economic downturn is a constant threat.
TUI aims to mitigate this by expanding into

€19.5bn

the economy and the weather,’ he says.

the digital market, having recently acquired

Annual turnover of TUI Group

‘Holidays are the first thing to go when
families cut back, and a ski holiday is usually

tech company Musement, the market
leader in excursions. This will strengthen

250,000

the second holiday of the year, so it is even

TUI’s digital experience for customers and

Crystal Ski Holidays and TUI

more vulnerable. In the last recession,

complement the integrated model.

Lakes & Mountains

people still went skiing but traded down on

annual customers

accommodation, so we have to be sure we

The company carries out extensive
customer research to ensure it understands
what they need, and is investing in data

always add value to what we’re doing,’ adds
Murray. ‘Families can pay out £5,000 for a

analysis and technology to make sure the customer journey is

ski holiday, so it needs to be as enjoyable as possible or they

as seamless as possible. ‘We need to be reactive to customer

won’t come back. And if it is really good, they will.’

AB

demands, change quickly and invest in the right areas. If we
aren’t customer-centric, we will lose them,’ says Murray.

Liz Fisher, journalist
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The view from
Stephen Pell FCCA, director, accountancy practice Pell
Artists, and former aspiring rock star

70%
of US Big Four consulting

I was 100% sure I was going

imagine what’s required

projects for companies

to be a rock star not an

when an artist undertakes

with revenues exceeding

accountant. I wrote, toured

a world tour visiting 40

US$1bn cost more than

in bands and became

different countries and tax

the initial estimate.

obsessed with music, but in

jurisdictions.

Source: Global Research

time realised that I enjoyed
the business part more
than being in the band. It

The music industry is
a global beast, which

was my father who persuaded me that

provides challenges for effective tax

Box headline
Kingston
Smith and MSI

qualifying as an accountant would allow

management. I have to understand tax

Voluptas eum,
Kingston
Smithipis
hasmincte
joined ped
the Moore
quis

me to work in any industry – even music.

treaties across borders and what this

accullorest,
Stephens
International
sintecta velest
(MSI)
labor
network.
rereiciis

means for cashflow.

quos dollautetur?
Kingston
Smith is aQui
topnam,
20 UK
volor
firm
sunt has
and
adi six
berit
offices
venein
pro
London,
quae commos
with

After an early spell in audit, I moved to
a specialist entertainment accounting

Most of my clients are under 30 and

quaspit,
62
partners
si omni
and 550
lorem
staff.
ipsum.
It becomes

firm in London to provide tax advice

they automatically expect everything

Boxout
MSI’s
main
crosshead:
London doluptur,
firm. Anton
sequamust
Colella,

to internationally mobile musicians.

instantly. It’s what this generation wants

magniglobal
MSI’s
bera coribusdam
CEO, said: ‘Kingston
et re nobist la

I impressed enough to be invited

– that same-day approach.

dolore con
Smith’s
demonstrable
re volorer spercit
strength
autem
in as

to move to Amsterdam to set up a

rerum volut
sectors
suchvolorun.
as financial services and

new business venture around royalty

Technology has had a massive impact

Boxoutwill
media
crosshead:
complement
moditat
our network’s
urehend

management, which eventually inspired

on the music business, which has

isciae. Gitae
existing
capabilities.’
magnimaMSI
ximporr
had

me to establish my own business.

responded to this and is back with

undenimilit
been
represented
prem culpa
in London
dolore– prae
plus

a vengeance. My business is built on

estrum reremBristol,
Birmingham,
aborrup
Reading
turiantion
andculpa

Pell Artists focuses exclusively on

technology – and the cloud. Clients

doluptus–lorem
Watford
by Moore
ipsum
Stephens
dolor sitLLP,
amet.

clients in music – artists, record labels

embrace this and use a technology

which merged into BDO in February.

and entrepreneurs in the music space.

stack that operates in real time. We

Other
Moore Stephens offices
Box UK
headline

We initially offered tax advice, and this

encourage daily bookkeeping, which

remain
ineum,
the international
network.
Voluptas
ipis mincte ped
quis

has now morphed into much wider

means decisions can be made quickly

accullorest, sintecta velest labor rereiciis

business management services. Just

and easily wherever clients are located.

quos dollautetur?
Qui nam, volor
MHA
rebrands

sunt MHA
adi berit
vene of
pro
quae commos
The
network
regional

Just imagine what’s
required when an
artist undertakes
a world tour
visiting 40 different
countries and tax
jurisdictions

Networking and knowledge are key to

quaspit, si omnoditat
isciae.
accountancy
firms hasurehend
rebranded
to

success. I talk to a lot of people in the

Gitae magnima
ximporr
adopt
a single name
andundenimilit
align its

thick of the action. I also use webinars,

prem culpa
dolore
prae
estrum
rerem
identity
more
closely
to that
of its
global

podcasts and some of ACCA’s blogs

aborrup turiantion
doluptus.(BTI).
network,
Baker Tillyculpa
International

and seminars to keep up to date.

Ur, nihitiis
mollaut
rerumBTI
atum,
core
The
UK network
joined
as the
UK
saerae cus
autyears
que ago.
pos ex
exerepe the
member
five
It comprises

Work never really stops. I go to a

rroviducias
es venet
simporum
former
brands
MHA odit,
MacIntyre
Hudson,

lot of gigs in my spare time (I prefer

dolo el eaquidis
corro blatios
qui
Carpenter
Box, Henderson
Loggie,

intimate shows and finding new artists

volupta Gowen,
quique dit
estemperum
Larking
Broomfield
Alexander,

to listen to), and I still enjoy playing

doluptas
vollamBloomer
re que sus
eum hit
Moore
& et,
Smalley,
Heaven,
Tait

guitar and writing the odd new song.

aut occusaecus
essi omnihiciis
et lorem
Walker
and Monahans.
The network

Outside of music I’m a big Leicester City

ipsum
dolor
sitthan
amet50nunc.
now
has
more
UK locations.

football fan.
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Where next?
The various reviews of the audit market have provoked much debate and made their
recommendations, but when will the reforms be pushed through and by whom?
A flurry of activity in the days before

full-scale break-up of the Big Four but

alongside the ongoing enquiry by Sir

Easter saw the Competition and

suggested reviewing the market five

Donald Brydon into the quality and

Markets Authority (CMA) release its

years after its recommendations are put

effectiveness of auditing in the UK.

final report on the audit market. The

in place. Most importantly, the CMA

headline recommendations include the

did not make a market investigation

have been better for Brydon to have

introduction of joint audits for all but

reference and left it to the government

happened first,’ says Maggie McGhee,

the largest, most complex companies

to turn the recommendations into law.

ACCA’s executive director – governance.
‘Then we could have laid down some

in the FTSE 350, increased scrutiny

18

‘I think everyone agrees that it would

of audit committee decisions and an

Slew of reports

basic principles and agree about some

operational split between the largest

The CMA report needs to be read in the

of the wider issues first. Some aspects of

firms’ audit and consultancy practices.

context of other reports into the audit

that are now redundant.’

The watchdog rejected the notion

market, such as that from the Business,

However, McGhee raises the question

of a market cap on the number of

Energy and Industrial Strategy (BEIS)

of who will now make the final decision

audits carried out by individual firms,

select committee and the Sir John

– the government will be guided by the

and stopped short of recommending a

Kingman review of audit regulation,

CMA, but it could well take into account
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the BEIS report, which was, she says,

designed for, what its purpose is and

rather harsher than the audit profession

what its scope should be in order to

CMA report reactions

had anticipated. ‘It was uncomfortable

rebuild trust in the audit,’ says Hemione

for the profession, but the pieces that

Hudson, PwC’s head of assurance.

*

were in there were the pieces that we

‘I think it will take time, and it should

audits or market caps, as we have

expected,’ she says.

not be rushed, but this runs the risk that

concerns over the impact these

we start down an implementation route

will have, most notably in the short

the Big Four. Given the current political

in some other areas that may not be

term, over quality and efficiency of

instability at Westminster, coupled with

aligned with the Brydon report.’

audit delivery.’

One of these pieces is a break-up of

a possible general election in the not

But Brydon himself is adamant his

*

The Hundred Group: ‘We are not
supportive of mandatory joint

Hermes Investment Management:

too distant future, this could be back on

review should not be used to justify any

the agenda of any new government.

delay in reforming the audit market or

were enacted, we believe that it

However, the audit profession and

regulation, although he accepts there

should be applied to all firms. Much

wider stakeholders such as investors

will be some crossover. ‘Where these

like the Big Four, the challenger

maintain that the debate should focus

reviews have concentrated on the

audit firms get the majority of their

on audit quality. The CMA and BEIS

market delivery mechanism for audit,

income from non-audit services,

reports highlight a number of apparent

and the regulation of the providers and

albeit to a lesser extent. If it is

audit failures in recent times – Carillion,

the ultimate product, this review will try

agreed to be an issue for the Big

BHS and Patisserie Valerie, for example

to determine what product will be of

Four, it should be considered an

– but McGhee is concerned that the

value, irrespective of the delivery and

issue for all audit firms.’

CMA in particular believes that market

regulatory mechanism,’ he says.

intervention will improve audit quality,

*

‘If a structural or operational split

Sarasin and Partners: ‘The
underlying cause of failures in our

Double-edged sword

audit system is, in our view, the

At the same time, reforming the

divergence of accounting standards

leads to complacency,’ she says, ‘but I

regulation of the audit profession could

from the UK’s capital maintenance

don’t see people who are complacent.

be a double-edged sword. The recent

regime. The situation is akin to the

Auditors take their role very seriously.’

Kingman report recommends replacing

police implementing the wrong

She points out that challenger firms

the Financial Reporting Council (FRC)

laws. Having more police (ie

have also struggled, with the latest

with a tougher regulator. Kingman’s

competition) will not help unless the

set of audit quality reviews from the

desire here is to create an authority that

laws are corrected.’

Financial Reporting Council showing

is fit for purpose and not a ‘ramshackle

shortcomings at a number of them.

house, cobbled together with all sorts of

alongside competition and choice.
‘The idea is that less competition

Which is why Brydon will be so
significant. ‘It is really important to
understand who a modern audit is

‘It is really
important to
understand the
purpose and
scope of a modern
audit in order to
rebuild trust in it’

extensions over time’.
Although unlimited fines for audit

is worth more than £900m, and if joint
audits push the cost of audits higher,

failure are already available to the

there could well more than £1bn up

existing watchdog, the threat of a

for grabs. Mazars is, understandably, a

hike in liabilities and more draconian

vigorous supporter of joint audits, as it

penalties may not entice would-be

has benefitted from the French audit

challenger firms.

market, where joint audits have been

Will the proposed reforms shake
up the audit market? Grant Thornton

mandatory since 1966.
But the challenger firms recognise

famously quit bidding for FTSE

that opening up the FTSE 350 audit

350 audits and reportedly remains

market will require investment on their

undecided about whether it will return

part. As Bob Neate, UK head of audit at

to the market after the final CMA report.

Mazars, says: ‘Yes, we are up for this, but

BDO and Mazars both say they are
committed to the market. The rewards

we need to know we can get a payback
on our investment.’

AB

for any challenger firm could be high,
as the current FTSE 350 audit market

Philip Smith, journalist
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Dare to be different
The Big Four’s largely undifferentiated approach to marketing offers a real opportunity
for smaller firms looking to carve out a unique brand position, says Jason Ball
As scrutiny of the activities of the Big

selling the invisible with a promise to

and different from its competitors. So

Four continues during the review of the

effect business change. That means

how do the Big Four do?

audit market, analysis of how Deloitte,

potential clients choose a practice

PwC, EY and KPMG market themselves

based on who they feel they can

The propositions

in the UK reveals remarkable

trust, which is as much an emotional

EY’s mantra is: ‘We are committed

similarities. This gives smaller firms an

decision as a rational one. Success for

to building a better working world –

opportunity to disrupt the status quo.

a firm comes down to creating a brand

with increased trust and confidence

relevant to clients, believable in its

in business, sustainable growth,

claims, able to deliver on its promises

development of talent in all its forms,

Professional services firms often have
no tangible product to offer. They are

20
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and greater collaboration.’ It is clearly

KPMG says it is ‘a leading provider

Finally, PwC: ‘Our purpose is to build

focusing on higher-order value over

of professional services… delivering

trust in society and solve important

service delivery. Sadly, this quickly

integrated solutions to our clients’

problems. It is this focus which informs

expands into generic aspirations

issues… With passion and purpose, we

the services we provide and the

(quality, excellence, stakeholder

work shoulder-to-shoulder with you,

decisions we make.’ In many ways, this

management, diversity, supporting

integrating innovative approaches and

is the same message with all the usual

entrepreneurs, etc), which dilutes the

deep expertise to deliver real results.’

language. Where PwC does stand out,

distinctiveness of its ‘building a better

While its website has a section on how

however, is in having a positive impact

working world’ positioning.

KPMG is different, the description could

on society rather than just business.

But strip out the fluff and we get to a

be applied to virtually any firm. Like

So a value proposition for PwC might

core value proposition – something like

read (my words): ‘For companies that

(in my words): ‘For ambitious, forward-

need to succeed in a world of complex,

thinking organisations who want to fulfil

difficult problems, PwC is a global
advisory firm that creates solutions

their market potential, EY is a global

A firm’s brand
needs to be relevant
to clients, believable
in its claims, deliver
on its promises and
offer a distinctive
message

advisory firm that delivers expertise
in how to sustainably grow business
and increase confidence in the results.’
Broadly, it’s a promise of transformation.
Deloitte has a less explicit focus on a
wider purpose. Its website states: ‘It’s
what we do that makes the difference…
We work to provide trust and confidence
in capital markets, support inclusive
growth and competitiveness, and build

their core.’ This at least shows some
differentiation. But is this grander social
purpose relevant to the firm’s clients?

Opportunities for SMPs
None of the Big Four has a standout
position in the market. Data from
SimilarWeb shows that, in March, only
Deloitte got more than two-thirds of its

skills and develop future leaders.’
As with EY, there’s some hedging, with

that have positive societal impact at

site traffic direct – ie from people typing
the others, it deploys a generic range

in its URL rather than through a search

tick-box words such as trust, confidence,

of business terms and, at the core, the

engine – and almost 45% of those

growth and competitiveness. But

brand purpose of inspiring confidence

visitors left after viewing just one page

there is a core thread around the term

and empowering change – not so very

(bounce rate). Direct traffic is a good

‘impact’. So if we look to create a value

different from EY and Deloitte.

indicator of a strong brand: clients think,

proposition for Deloitte, it could read

A value proposition for KPMG could

‘I need to know about subject X, so I will

(again, in my words): ‘For organisations

read (my words): ‘For organisations

looking to drive change in their

that need to overcome highly complex

businesses, Deloitte is a global advisory

challenges, KPMG is a global advisory

managed less than 30% direct, with a

firm that can have a tangible impact on

firm that partners with clients to help

52% bounce rate, with most of its traffic

future success.’ Is this so different from

them chart their future with confidence’.

coming from searches.

EY’s transformation?

Another promise of transformation, then.

go to brand Y.’
The other firms fared worse. EY

Smaller firms looking to compete have
a real opportunity to carve out a unique

Brands don’t have to be bland

brand position. This is likely to involve
rejecting the ‘old world’ of professional

Getting answers to the following questions could start your firm’s journey to real

services, and being clear on what the

brand differentiation.

firm is for – and passionately against. It

*

If you were to start a new firm tomorrow, with none of the legacy baggage you

would have a lot more attitude.

*
*

What’s wrong with professional services? What do clients hate?

and buy-in from senior partners. But it

If you were to remove all the words on your website that you share with your

offers some intriguing possibilities.

*

If marketing were to deliver results you’d love to see, what would need to happen?

have now, how would you shake things up?

This, of course, would require bravery
AB

nearest competitors, what would be left?
Jason Ball is founder of B2B marketing
specialist Considered Content.
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Firms continue to grow
The latest IAB World Survey documents a widening gulf between the Big Four
and mid-tier firms, while advisory continues to grow its share of business
The 2019 IAB World Survey, which

16th place now stands at US$921.6m,

in some cases growth was the result

ranks the top accountancy networks

compared to a US$758.9m gap last year,

of firms recategorising some work as

and associations by fee income, staff,

and US$527m the year before. If this

advisory. One notable change was

global revenue and service line, finds

trend continues another year, the gap

KPMG’s advisory arm overtaking its

that the Big Four have pulled further

will be over US$1bn next year, meaning

audit business in revenue. EY and PwC

away from the mid-tier in terms of

it has doubled in four years.

are still weighted in audit and assurance.

revenue, with the gap between KPMG
and BDO reaching nearly US$2bn.
Further down the tables, the gap
between PKF in 15th and UHY in

22

The survey also shows the continuing

Despite the struggles, the picture for

rise of advisory services, due in part to

the sector remains broadly positive.

digital development and the growing

The majority of networks and alliances

need for crossborder advice, although

reported global growth.
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Sell, sell, sell
Accountants must make sure they are proactive in their approach to business
development or face shrinking fees in the future, warns Alex Moyle
Firms of all sizes are find themselves

There was a time when someone was

facing some difficult choices:

resort for firms, as proactive selling is

leave their accountant, but times have

*
*

Should I charge existing clients less?

often hard to land and isn’t within the

Can I add more value to clients in

core skillsets of many practitioners.

order to charge the same?

But the consequences of not being

*
*

Shall I look for new services to sell?

proactive in your approach to business

How can I win new clients who

development could leave your firm

want the service I deliver at the

with shrinking fees and very little insight

price I charge?

to where future revenues will come

changed. Accountancy practitioners,
as with other areas of professional
services, are facing emerging and
growing challenges, including increased
competition, pressure on margins and
technological developments.

24

This last challenge can be the last

more likely to divorce their spouse than
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need. Instead of thinking ‘Who can I get

commerce events. Whatever your

to buy my services?’, try asking ‘Who

approach, a critical part of your business

do I want to think of me if they need

development strategy is showcasing

accounting services?’

your capability by offering free insights

You also have to understand exactly

and thought leadership. Ask yourself

what your clients need: what problems

when was the last time you spoke at

do you solve for them? This is harder

an industry or networking event. If

than you think, as you are likely to

you cannot remember, your business

have three or four different customer

development strategy may be in need

profiles. Over and above accounting

of a refresh.

services, some will want peace of mind;
some want you to hold their hand;

Feelings

some need a sounding board. How

And then there are the tricky, softer

recently did you research what problems

areas of feelings and gut instincts. A

your clients think you solve for them?

lawyer once said to me: ‘How you feel

The best firms regularly engage with

about my service is irrelevant; my job

clients about the challenges they are

is to sell your house.’ Needless to say,
it still leaves a mark on my soul. I have
known many other professionals who
think that what a customer feels is
secondary to the technical service they
provide. But in today’s world where

Try asking
‘Who do I want
to think of me
if they need
accounting
services?’

it has never been easier for clients
to move between accountants, how
people feel about you and your service
is the only thing that differentiates you
from your competition. Feelings are also
a key part of how you retain existing
clients. By regularly canvassing client
satisfaction, firms are able to resolve
areas of frustration before they cause a
client to look for other solutions.
You might be one of the lucky few

from. So where should you start if

facing and learn where they can add

you want to change your approach to

the greatest value. They then use this

who need do nothing, safe in the

business development?

to reinforce their value proposition to

knowledge that all your clients are loyal

existing clients and make it the focus

and new ones knock on your door every

Change your mindset

of their marketing activity for new

day. But more likely you know you need

First you have to change your mindset.

client acquisition.

to change how you go about winning
new clients and retaining existing ones.

There is a common misconception
among accountants that selling, or

Spotting the gap

business development, is about cold-

One significant challenge in business

right mindset, knowing your customers’

calling people and asking ‘Do you

development is that by the time a

needs and working to add value to your

need a new accountant?’ But in fact this

potential client contacts you, they are

whole target market. This way you will

approach would not work for a full-time

likely to be halfway through the buying

be the person people think of at their

salesperson, let alone an accountant.

process. This means you need to find

moment of greatest need.

The approach for successful business

ways of giving value and building trust

development is to try and stay front of

even before they have a need. This

Alex Moyle is author of Business

mind among the types of people who

could include offering Budget briefings

Development Culture – taking sales

you want to call you when they have a

or contributing to local chamber of

culture beyond the sales team.

The key to your success is getting the

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

Q

While investors continue
their love affair with profit,

corporates will continue to be
obsessed with short-term returns. Is
there anything we can do to break this
vicious cycle?

A

Q
A

Book value is miles away from

sell. And investors get this information

market value. Are financial

from a wide variety of sources:

statements irrelevant?

briefings, gossip from competitors,

most notably Baruch Lev at NYU

customers or disgruntled employees,

Stern School of Business) argue that the

to name but a few.
Would investors’ forecasts be

Where do I begin? Companies

relevance of accounting is in terminal

need to make a profit. If they

decline. Their arguments typically run

improved if intangibles were on the

didn’t, investment in new (potentially

along the line that intangibles drive

balance sheet? That’s a big question.

life/planet-saving) products couldn’t

success in today’s world. Intangibles are

But the disconnect between market

take place. Employment would be

not routinely recognised on the balance

and book value today does not mean

through the floor, taxes would evaporate

sheet. The result is a massive disconnect

that financial statements are any less

and social-spending wouldn’t exist. So

between book and market value. QED.

valued than in the past – they remain

let’s not throw the baby out with the

the only credible window on financial

profit bathwater.

performance. It simply means that

Of course, sometimes companies take
short-term decisions to try to artificially
inflate today’s profits. They may do this
for lots of reasons. None of them are
good. But that’s where the discipline of
the stock market should kick in (note I
use the word ‘should’).
Investors care about future cash flows.
To forecast these, they look at the past.
But in doing that, they are all too aware
of the small print – the past may not

The disconnect
between market
and book value
today does not
mean that financial
statements are any
less valued than in
the past

be a good guide to the future. And so
about the sustainability of performance.

the investment case of a company is
not fully captured in numbers – that
credible non-financial information
really does count.

Q

I’ve just joined a firm of
workaholics. Colleagues regularly

reply to emails at 2am. Am I going to
have to do the same?

A

I too used to be guilty of emailitis. I was online 24/7. But I am

living proof that you can change. Two

they factor in every indicator they can

thoughts: first, emails are often blessed
My take: balance sheets are not

with a short shelf-life. If you wait long

They look at the company’s market

there to value the company. That is

enough (eg the length of the average

position and product pipeline. They

what markets do. How do investors

summer holiday) they become irrelevant

also look at employee satisfaction,

price companies? As we all know, they

or are dealt with by others within your

reputational risk and environmental

typically start by forecasting the future

team. Secondly, you’re not alone.

exposures. But their ability to factor

cashflow. And they do this by analysing

I suspect that just about everyone in

in such issues is only as good as the

financial statements.

your team feels the same. So make the

information available. This is where the
profession plays its part.
The more companies can provide

26

management commentary, company

A number of academics (perhaps

But financial statements aren’t – and

change. I bet others follow suit.

AB

never have been – enough for making
investment decisions. Investors hunt out

credible information about the

information on a company’s products,

sustainability of their performance,

quality of management, staff loyalty,

the more the cycle will go from being

the ability to innovate – there are heaps

vicious to virtuous.

of inputs into any decision to buy or

Alison Thomas is a consultant.
More information
Contact us with your concerns at
abeditor@accaglobal.com
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Labour of love
ACCA president Robert Stenhouse celebrates the relationship between SMPs
and SMEs, and applauds that so many modern practitioners love their jobs
Small and medium-sized enterprises
(SMEs) are the lifeblood of global
economies, with the World Trade
Report 2016 estimating that they make
up 90% of the business population.
The work accountants do to support
and encourage the growth of SMEs
is a vital component of both parties’
success. The links between an SME and
their small or medium-sized practitioner
(SMP) are strong and mutually
supportive – the business relationship is
built on trust and understanding.
When I meet members who are
advisers to SMEs, what I hear time and
again is how much they enjoy their
work. I also hear about the challenges
and the opportunities ahead – from
skills development to the need to
embrace new technology. The latter is
transforming SMPs and SMEs alike.
Handling such a transformation is
the central premise of a recent ACCA
report The passionate practitioner:
developing the digitalised small and
medium practice (see page 36). It
examines how digitalisation is changing

Change can sometimes be daunting,

As the report says: ‘One word has

the SME and accountancy communities,

however, and that’s why the report

come up a lot in these discussions:

and how accounting technology for

includes inspiring interviews with early

“love”. Digital accountants have told

the SME sector is providing significant

adopters of technology and leading

us that they love the digital technology

opportunities for accountants to

practitioners, who discuss the various

that can make their lives easier; they

remodel their practices and offer

stages of their journey to digitalisation.

love the like-minded clients they work

These accountants have taken steps

with; they love accountancy itself; they

increased, relevant services.
The report explores what lies ahead,

that mean they are now reaping the

setting out the required business case

benefits. From their insights and the

and how to implement change. Both

lessons they’ve learned, the report

that people love their work, so it’s truly

practical and thought-provoking, its

includes a roadmap that guides those

inspirational to read these words. I hope

sensible advice and guidance comes at

embarking on their own journey.

you love your work too.

a time when many SMEs and SMPs have

love their jobs – and their lives.’
It’s not often these days that we hear

AB

What also comes out loud and clear

to embrace digital for commercial and

in The passionate practitioner is the

Robert Stenhouse is ACCA president

compliance reasons, with tax authorities

enthusiasm the interviewees have for

and a director, national accounting and

now increasingly online.

their own and their clients’ businesses.

audit, at Deloitte in the UK.
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In blockchain let us trust
The blockchain backlash has begun – but will in its turn be supplanted, allowing the
technology’s immense potential as a vehicle for trust to flourish, says Peter Williams
Since the late 1950s the technology

of civilisation as we know it, and will

deployment lifecycle has been an

not take us captive – either because it

accepted model of new product

does not have such intrinsic power or

adoption. The stages of 21st-century

because government and society are

innovations go something like this:

able to intervene to maintain some

invention, emergence, enthusiastic

semblance of order.
At the same time, we worry about

adoption, criticism/resistance,

the downside of blockchain and are

acceptance and integration.
So many digital technology products

disappointed that its progress has not

have quickly impacted our lives.

been as speedy as expected.

Societies are changing because of

Aside from the world of bitcoin/

smartphones and the apps they

currency, the practical applications of

facilitate. But even so, apps do not

blockchain so far have been tentative.

change human nature, rather they

We’re in the midst of a world of small-

reinforce who we are. And even the best

scale projects, demos, pilots and

educated and most rational of people

potential-use cases, including payments,

– such as finance professionals – can fall

supply chains, digital IDs, data sharing,

victim to irrationality and groupthink.

voting, land titles, tax regulation and

Blockchain is an example of the

even food safety.

digital fever that can sweep across

In his book The Blockchain and

communities prompting irrational

the New Architecture of Trust, Kevin

exuberance. Blockchain, cry the

Werbach argues that rather than

evangelists, is going to change our lives,

constituting a radical technology,

with the work of the finance director or

blockchain relies on social cohesion and

the practitioner transformed in ways that

stability. For Werbach, a professor at

are barely imaginable.

the University of Pennsylvania’s Wharton

Hard on the heels of the fervour

‘translucent collaboration’ – sharing

That’s where we are now with

data but without giving up control.

blockchain, as it is pointed out how

Bitcoin is an example – a currency that

the distributed ledger technology is
fast becoming the tool of choice for
every type of villain (see page 62). We
worry that if blockchain is exploited in a
clandestine fashion by the unscrupulous,
then regulators, tax collectors and law
enforcers will be left helpless in the
face of Bond-type villains running rings
round the guardians of society.
Once the fever of fear breaks,
the realisation will emerge that the
technology does not herald the end

28

School of Business, it is all about

comes the fear and then the backlash.

The worry is
that Bond-type
villains exploiting
blockchain will
run rings round
regulators, tax
collectors and
law enforcers

has an acceptable form of governance
even if no individual is in charge.
Once blockchain is seen as a new
form of trust, it may really come into its
own. The uses of blockchain so far do
not play to this strength. When we find
what the killer app is for this distributed
trust, this translucent collaboration, then
blockchain will truly flourish.

AB

Peter Williams is an accountant
and journalist.

Accounting and Business June 2019

UK_COM_PW.indd 28

09/05/2019 16:23

Bite is right
The failure of investor scrutiny over executive pay makes the appearance of an
unmuzzled audit committee watchdog a welcome development, says Jane Fuller
Just when you thought investors

Governance Authority (Arga). Audit

were taking their stewardship duties

committees falling short of the required

more seriously, their influence on top

standards will be subject to public

people’s pay has been condemned by

reprimands and nudge letters from

an influential UK thinktank.

the regulator to shareholders, who will

Executive pay levels are ‘provocatively

have votes on both the auditor and the

high’, according to the High Pay Centre

members of the audit committee. So,

(HPC), with the ratio of average CEO

they need to step up to the plate too.

pay to that of employees standing at

There is a good chance that these

145:1. The HPC found that the average

measures will be more effective in

level of shareholder dissent in votes

upping the audit committees’ game

on FTSE 100 companies’ remuneration

than ‘say on pay’ has been for executive

reports was less than 10% between

pay. Remuneration committees deal

2014 and 2018. Its report, The myth of

with employment contracts between

shareholder stewardship, declares that

the company and individuals, while

‘shareholder say on pay has failed’.

audit committees scrutinise information

What lessons does this hold for

that enables investors’ savings to be

audit committees? They have joined

allocated efficiently and corporate

remuneration committees in the public

behaviour to be judged. Both serve

spotlight, yet they are comparative

the wider economy. In short, the public

novices in the field of shareholder

interest (as opposed to interesting to the

engagement. From that lagging

public) role of audit committees is clear.

position, they will need to respond with

Another difference is that audit

urgency to the concern about audit

committee members should really want

quality at public interest companies.

the auditor to be tough on management

A roadmap is being drawn up by

and to warn of financial risks, whereas

various heavy-hitting reviews and

remuneration committees consist of

the government. The latest salvo

highly paid people passing judgment

comes from the Competition and

on other highly paid people. And the

Markets Authority’s final report on

regulator will have more sanctions at its

the statutory audit services market,
published on 18 April. Its number one
recommendation is greater scrutiny to
improve audit committees’ pursuit of
audit quality (see also page 18).
Crucially, the CMA wants to increase
the accountability of these board
committees. But while shareholder
engagement is part of the furniture, the
chief scrutineer will be the regulator
– the Financial Reporting Council and
its successor, the Audit, Reporting and

The regulator
will have more
sanctions at its
disposal for audit
committees than
for executive pay,
which it cannot
cut unilaterally

disposal than for executive pay, which it
cannot cut unilaterally.
High executive pay, often unmatched
by corporate performance, has
poisoned the public’s view of business.
Let’s hope progress on audit quality
over the next five years helps to restore
trust in the system.

AB

Jane Fuller is a fellow of CFA Society of
the UK and co-director of the Centre for
the Study of Financial Innovation.
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Time for culture change
If the world is to prevent environmental disaster, sustainability reporting must be
repositioned as a regulatory rather than a cultural issue, says Robert Bruce
Green gauge

If you watch the filmed interview

Hear Robert Bruce talk more on
accounting for the environment at
accaglobal.com/ab/podcasts.

between David Attenborough and
Prince William from this year’s World
Economic Forum at Davos, your eye
will be drawn, or at least mine was,
to a revealing detail. In the midst of

flying.’ Instead, aviation is subject to no

discussing the environmental disasters

fuel tax or VAT and is heavily subsidised.

ahead, the prince crosses his legs and

‘As a result,’ Hoogervorst pointed out,

his foot dangles towards the cameras.

‘a gas-guzzling flight from London to

And you notice that, unmistakably, he

Amsterdam can be cheaper than the

has a hole in the sole of his shoe.

eco-friendly hybrid taxi to the airport.

You could say it was just sheer

The economics of the aviation industry

absent-mindedness. I prefer to think

is a market failure, compounded by a

that it was a sign that sustainability

public policy failure.’

had reached the realms of the royal
footwear. And maybe it is a sign that the

Reporting as catalyst

two competing strands, the cultural and

Ideally all this would change through

the regulatory, in the struggle to create

financial disclosure showing the true

a sustainable world, have reached an

cost of the product. Currently it doesn’t.

element of resolution.

‘This is the reason why many people

Certainly the cultural side has been

see climate-change reporting, or

making ground. Across a bitterly cold

more broadly sustainability reporting,

holiday weekend in May this year, the

as an important catalyst for change,’

UK managed five days without burning

Hoogervorst said. Yet sustainability

any coal or other fossil fuels to generate

reporting is still largely a cultural rather

electricity. It was all renewables. And,

than a regulatory issue. The voluntary

in a striking historical comparison, it

route has brought results. The use

was said that this was the first time that

of integrated reporting has brought

such a thing had happened since the

enormous change by showing the

Industrial Revolution when dark satanic

consequences of corporate actions. The

mills were the norm, and not windmills

broad adoption of rules of disclosure

on moor and sea.
Culturally this is the direction in which
we are travelling. Yet the regulatory
side is vital. Hans Hoogervorst, chair
of the International Accounting
Standards Board, made this plain the
other day. For him, climate change is a
market failure. Air travel is a disaster of
greenhouse gases. ‘Yet’, he said, ‘the
price of international airline tickets in no
way reflects the negative externalities of

30

of climate-related financial information

The use of
integrated reporting
has brought
enormous change
by showing the
consequences of
corporate actions

is doing the same. It is cultural change
that is bringing this about.
Much of this is working in the
right direction. Even the magazine
in which you are reading this column
now arrives on people’s doorsteps
in a wrapper derived from potato
starch that will gently self-destruct in
due course. But cultural issues and
conflicts remain.
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Prince William and David
Attenborough in conversation
at the World Economic Forum
in Davos in January.

The fundamental economic enabler

Economic advantages of a low-carbon economy

of Asian and Middle-Eastern nations

The latest briefing paper on climate change mitigation from the Grantham Institute

is the air-conditioning unit. The first

at London’s Imperial College points to possible economic advantages ahead:

prime minister of Singapore, Lee Kuan

‘The future low-carbon economy offers significant potential for economic growth,

Yew, was fond of pointing out that it

job creation and the opportunity for the UK to become a world leader in the

had ‘changed the nature of civilisation

development, production and distribution of new, sustainable technologies,’ it

by making development possible in

says. ‘To buffer potential negative economic consequences of the switch to clean

the tropics’. China now accounts for

technologies, such as job losses for those reliant on employment in the fossil fuel

far more air-conditioning units than the

industry, geographically targeted programmes to redistribute jobs and re-train those

US. By 2030 Saudi Arabia is expected

affected are essential.’

to be using more energy to run airconditioning than it currently exports as
oil. Over 20% of total world electricity

reminding people, there are currently

balance. The other advantage is that it

currently comes from the need for

‘at least 230 corporate sustainability

does not come, as an aviation tax surely

air-conditioning. But it also saves

standards initiatives across more than 80

will have to, by diktat. Cultural change is

untold numbers of people who would

sectors’. This is where the cultural side

soft. Regulatory change is not.

previously have expired from the heat.

of the process will eventually triumph.

There are huge contradictions at work
in all of this. As Hoogervorst is fond of

AB

The sheer critical mass of all the change

Robert Bruce is an accountancy

being promulgated should tilt the

commentator and journalist.
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Thin end of the wedge
TMF Group, in association with ACCA, looks at implications of Making Tax Digital
for businesses filing VAT returns, and particularly the challenges facing SMEs

A

mid much fanfare, 1 April 2019 marked the first

pitfalls by now, it could have a very rude awakening. And

day of Making Tax Digital (MTD) for VAT, the

there are likely to be quite a few businesses in this position:

government’s flagship revenue collection initiative.

according to figures released by HMRC, only 70,000 business

But although this signalled the start of this new era, the

had signed up to the new service one week ahead of the

process will not really begin in earnest until the next round of

1 April launch date – out of a possible 1.2 million.

VAT returns. The earliest deadline will be 7 June 2019.
So 1 April was a false dawn in many ways, but the key point

32

Under MTD, most businesses above the VAT threshold
(currently those with a turnover of £85,000 or more) have to

is that if a business that is required to file its VAT returns

start keeping their records digitally and send their VAT returns

through the new system is not up to speed on the potential

to HMRC direct via their software for VAT periods starting on
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or after 1 April. However, HMRC has emphasised that 1 April is

every transaction, and they need to make sure that all the

not ‘a cliff edge’.

documents that support these transactions have the right level

It says that businesses can join as and when it is right for
their VAT period. The first businesses that will be mandated to
file through MTD will not have to do so until August. HMRC

of detail,’ Constatin says. Ultimately, though, an individual
business’s VAT return will still look the same.
However, Constatin believes that there is a bigger purpose

has also emphasised that it will employ a light-touch penalty

behind HMRC collecting the data. ‘We know, based on our

regime for non-compliance with MTD and digital record-

own experience of similar changes in Europe, that the next

keeping requirements during its first year of operation, though

step for tax authorities is to pursue a higher level of analysis

professional bodies have warned that late payment of the tax

of the information. It is possible the tax authorities will come

will not be covered by this approach.

back to businesses to ask for additional information and
clarification. Companies will therefore need to think a step

Level of understanding

ahead so that it is easier for them to reply to any further

‘One of the most important challenges faced by businesses

requests for details from the authorities.’

is to understand the technicalities and statutory requirements

In line with this, it is clear that at some point in the future

of MTD,’ warns Emine Constatin, EMEA head of accounting

the scope of MTD will be widened to include the collection

and tax at TMF Group, the global accounting and tax services

of other taxes. However, the UK government has pledged

provider. ‘Without this understanding, it is very difficult to

it ‘will not widen the scope of MTD beyond VAT before the

know what needs to be implemented

system has been shown to work,

and what changes need to be made

and not before April 2020 at the

in the business.’

earliest’. This, the government
hopes, will ensure that there

The level at which MTD affects
businesses depends very much on
the business size. Constatin argues
that the impact on larger businesses
has so far not been that dramatic,
mainly because they would already
have been using technology for
their accounting records. ‘Large
businesses probably only need to
ensure that their technology is able
to connect with HMRC’s platform; it

is time to test the system fully

‘Businesses will
need to think a step
ahead so that it is
easier for them to
reply to any further
requests for details
from the authorities’

and in real time, and for digital
record-keeping to become more
widespread. But it is a date that is
less than a year away.

Role of accountants
In the meantime, accountancy
practices have and will continue
to play an important role in

is more a matter of integration and

educating their clients about the

interfacing,’ she suggests.
But for smaller businesses, the impact will be very significant.
‘Many of these smaller businesses do not maintain digital
records, so do not have the discipline of updating their

need to be MTD-compliant, where
appropriate, and also play a practical role in taking over the
burden of compliance.
In particular, accountants and their clients have reported

records,’ Constatin argues. ‘For these businesses the move

issues around registering with the new system. This has

to MTD will represent a big change. They will need to invest

included companies that registered too early, a move that

in new technology, or at least invest in bridging tools that will

prevented them from filing their last VAT return under the old

allow their spreadsheets to interface with HMRC’s platform.’

system, putting them at risk of late payment penalties.

Deciding on the level of technology required represents

‘There were some issues and hold-ups at the registration

the major stumbling block for many businesses, according to

stage,’ says Constatin, ‘This can be inherent with any new

Constatin, especially if the business is shifting from a paper-

system, but this is where the accountancy practices can step in

based system to one that is wholly digital. However, the

to ensure a smooth transition.’

AB

level of detail required will also increase significantly. ‘With
MTD, businesses need to be more detailed in recording

Philip Smith, journalist

Content sponsored by TMF Group, which offers in-country expertise and knowledge to help
businesses expand within and beyond their home markets. tmf-group.com
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Go-to places
Switzerland
1

Singapore
2

2

Enable

5

Grow

5

areas of ‘enable’ (regulatory, market, business and
labour environment), ‘attract’ (toleration, social mobility

Attract 1

and gender gap), ‘grow’ (quality of apprenticeships,

Grow

Retain 1

Retain

Top feeders
1 Germany
2 France
3 Austria
4 UK

The overall talent attraction ranking of 118 countries was
decided by aggregated scores in the separately ranked

Enable 1

Attract

Different countries attract top talent for
a number of different reasons

13

education and training) and ‘retain’ (taxation and quality
of life). ‘Top feeders’ are the countries that supply most

7

Top feeders
1 US
2 Australia
3 Canada
4 New Zealand

migrants to the destination country.

More information

UK

US

3

4

Enable

8

Enable

Attract

11

Attract

Grow

7

Grow

Retain

5

Retain

Top feeders
1 Ireland
2 Germany
3 US
4 France

11
16

46.63 million
US

Migrant magnets

8.55 million
UK

High-income countries host over two-

2

thirds of all international migrants.

8

6.77 million
Australia

Top feeders
1 Canada
2 UK
3 Germany
4 Japan

Sweden
5

Data from the Global Talent Competitiveness Index and the
UN compiled by KDM Engineering at bit.ly/Talent-KDM.

2.55 million
Singapore
2.44 million
Switzerland

Australia

1.64 million
Sweden

6

Enable

9

Enable

Attract
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Attract
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Retain

Top feeders
1 Finland
2 Germany
3 Denmark
4 Norway
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Retain

Enable

17
3

Top feeders
1 France
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3 Germany
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Ride the wave
Small and medium-sized practitioners need to take the plunge and dive into
the digital transformation wave sweeping through the profession

S

most economies, and their professional accountant

The win-win of technology

advisers – often in small practices themselves – play

ACCA’s report The passionate practitioner: developing the

a vital role in guiding and supporting them. In this respect,

digitalised small and medium practice sets out some of the

the health of a nation’s smaller accountancy practices

benefits of digitalising an SMP, including:

significantly contributes to the performance of the economy.

*

freeing up time for business development, relationship

*

changing how and when revenue is generated – fixed fees

*

helping firms clarify who their clients are and how best to

*

managing the workload across the year – staffing levels are

mall and medium-sized enterprises are the engine of

management and value-added work
and subscriptions create a predictable revenue stream
help them grow
no longer determined by peak demand, which also gives
clients better visibility of their business and tax liabilities

*

enabling flexible working, allowing accountants to
transcend time, space and other limitations, such as
disability, family and caring responsibilities.
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There is an area, though, where small and medium-sized
accountancy practices (SMPs) risk falling behind, and that
is in taking full advantage of new technology. As ACCA’s
report, The passionate practitioner: developing the digitalised
small and medium practice, says: ‘Digitalisation represents
the greatest opportunity accountants have had to transform
their businesses since the invention of the spreadsheet.’

practice will focus and defining the ‘app stack’ that is at
the heart of a digitalised practice.
2. Developing the competencies and capabilities within
the team.
3. Maintaining and growing the practice – taking advantage
of the changing software environment and seeking out
new opportunities as clients develop with it.

Technological innovations are changing the role of the

The report adds that digitalisation is not just about adopting

accountant, taking the strain out of repetitive tasks and freeing

the necessary technology. It also requires a fundamental

up accountants to act as business partners and advisers.

adjustment on the part of accountants. The bedrock of

But while accountants have historically taken the lead as

digitalisation is the adoption by accountants and clients of

early adopters of business information technology – the

cloud-hosted digital accounting software, but nothing will

finance function was among the first to be automated –

change if accountants carry on working exactly as they did

there are concerns that smaller practices are being too slow

before: ‘Success in adopting this model enables accountants

in embracing the potential of digitalisation, says the report:

to reposition themselves as people who can add value

‘There is a sense that small-business accountants may be

through strategic advice, using data collected from clients.

lagging behind, with many still working in a desktop or

Success in this model requires a different approach to skills

even paper-based environment

and talent from that of the traditional

in an increasingly cloud-based,

SMP. Having the skills to translate

digital world.’

data into value-adding information

ACCA’s report takes a detailed
look at the benefits of digitalisation
through the eyes of a range of early
adopters who have been at the
forefront of the digital transformation
of the accountancy practice. Through
a series of case studies and real-life
experiences, the report sets out
clearly the benefits of digitalisation
for smaller practices, as well as a
broad implementation roadmap.

and then to provide effective

Digitalisation is not
just about adopting
the necessary
technology – it
also requires
a fundamental
adjustment on the
part of accountants

and constructive commentary is
essential: the accountant as the true
trusted adviser.’
The report looks ahead, describing
the accountant of the future as ‘a
diverse individual. It would be no
exaggeration to describe them
as a cyborg: when a business
communicates with its accountant,
the latter is also in touch with all

The report argues that ‘those

the business’s financial data, and

working with the SME sector now
have an unprecedented opportunity to act as true business
advisers’. But there is another perspective to consider, it adds:

the accountant’s human brain is
augmented by apps, tools and artificial intelligence.’
If that sounds daunting, there are comforting words from

governments are increasingly moving towards the collection

the practices that have already successfully travelled the path

of tax data by electronic means. In other words, embracing the

towards digitalisation. In all of the discussions, says the report,

digital agenda is not just expedient, it is an imperative.

one word cropped up more than any other – love. ‘Digital
accountants have told us that they love the digital technology

Implementation roadmap

that can make their lives easier, they love the like-minded

The case for accountants to adopt these technologies has

clients they work with, they love accountancy itself – they love

never been stronger. Yet, as the report recognises, the

their jobs – and their lives.’

AB

number of options, applications and suppliers available means
that implementation can be intimidating and confusing.
The report sets out an implementation roadmap, derived
from the lessons gathered from early adopters. It splits
implementation into three stages:
1. Forming a strategy and selecting applications. This
includes identifying the market segment on which the

Liz Fisher, journalist
More information
Due out this month is another ACCA report on technology,
on its impact on the audit. Visit accaglobal.com/digital to
find this and other useful technology-related resources.
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Cheap prediction
Possibly best treated as a cheap prediction generator, artificial intelligence represents
a useful input in decision-making, but human judgment will remain a must-have

I

n the mid-1990s the economist William Nordhaus had
a radical idea for valuing the invention of the light
bulb. How much effort, he wondered, would it take to

produce a similar amount of light with a
wood fire? The answer: to produce
the equivalent of an hour of

Prediction is the process of filling in missing information. You
take the information (or data) you have, and use it to generate
information you don’t have. Given the great advances
in AI, calling it ‘cheap prediction’ seems a little
underwhelming. It suggests we haven’t
yet reached a drop in the cost of
intelligence; we’re only reducing

light generated by a bulb,
wood would need to be

the cost of one part of it. Yet this

chopped 10 hours a day

part is a critical step. Machine
learning’s probabilistic

for six days.

model mimics our own

Nordhaus went

learning process,

on to create a price
index going back to

a process that has

sesame-oil-powered

developed through
millennia of evolution.

lamps from Babylonian

In On Intelligence: How

times, showing that the

a New Understanding of

real benefit of the light bulb

the Brain Will Lead to the

was a dramatic fall in the cost of

Creation of Truly Intelligent

artificial light. Researchers have since used

Machines, co-author Jeff Hawkins

Nordhaus’s econometric approach for valuing technology
to examine the internet’s role in lowering the cost of search;
in transporting, verifying and replicating information; and in
tracking behaviour.
And now three academics in Canada have followed this
process to cut through the hype around machine learning,

(whose invention of the PalmPilot
popularised handheld computing)
argues that prediction is the basis
for human intelligence. ‘Prediction
is not just one of the things your brain

the most popular example of artificial intelligence (AI) today.

does,’ declares the book. ‘It is the primary function of the

‘Digging into the technology, it became clear that the benefit

neocortex, and the foundation for intelligence. The cortex is

of machine learning was a drop in the cost of prediction,’

an organ of prediction.’

says Avi Goldfarb, an econometrician who specialises in the

Prediction Machines explains that machine learning is not

science of quantitative marketing. With Ajay Agrawal and

on its own a tool to replace professionals; it is merely a tool

Joshua Gans, his fellow professors at Toronto University, he

for improving prediction. And prediction is one of several

has co-authored the book Prediction Machines: The Simple

inputs into the process of decision-making, the authors argue.

Economics of Artificial Intelligence.

Another is that undervalued input called judgment.

Better forecasts

while judgment assigns value,’ the authors write. Luckily for

Not everyone sees machine learning in such a reductive

accountants, value is a difficult thing for machines to assess.

light. Computer science academics emphasise the potential

Machine learning may speed up the process of making

of AI’s ability to learn, and the ramifications this holds for

predictions by categorising and sorting data and picking out

training robots and the like. ‘But that’s not the AI we have

patterns. But turning those lessons into business advice, and

today. It hasn’t gone past that one thing – cheap prediction,’

prioritising them in terms of success, requires the analysis of

says Gans, a renowned Australian economist who moved to

a wide-ranging combination of emotional, intellectual and

Toronto in 2010.

practical considerations.

‘Prediction facilitates decisions by reducing uncertainty,
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‘In economists’ parlance, a judgment is the skill used to
determine a payoff, utility, reward or profit,’ the book explains.

Audit automation

‘The most significant implication of prediction machines is that

With accountants already using machine learning software to

they increase the value of judgment.’

perform audits in a matter of minutes, the task of poring over

‘You can appreciate what else people do to make a
decision,’ Gans says. ‘They can’t just predict stuff; they
also have to know what the trade-offs are – and these

spreadsheets to match up transactions looks like being one of
the first to fall under the wheels of automation.
Radlee Moller was at a partner retreat in Hawaii when he

things only come from people. Then you start to understand

first realised the opportunity for machine learning. As the

why it’s really hard to create a fully automated thing because

managing partner at CIB Accountants and Advisers in Sydney,

we may not understand the nature of decisions the robot

Australia, he was intrigued at claims made by a software

needs to make.’

company, MindBridge Ai Auditor, that it could automate most

When will AI move beyond cheap prediction to making
judgments? Few agree on the timeline for a breakthrough

of the legwork for auditors.
Moller invited MindBridge CEO Solon Angel to Australia

of that magnitude; the predictions range from imminent to

and watched Angel run the ‘Pepsi challenge’. The software

almost never. ‘Someone might switch on a robot AI that works

took five minutes to audit a file and find the four mistakes in it

it out itself and just becomes sentient. I’m not a computer

that had taken a five-person team three weeks to uncover. It

scientist so I can’t give you a probability, but my feeling is that

even revealed a fifth, hitherto unknown error.

it’s not for a long time,’ Gans says. ‘We’ve got a lot to do with
the AI we currently have, and that’s going to keep people
occupied for the moment.’
A wave of machine learning applications is breaking across

Moller timed the software on other files at CIB. ‘It took 12
minutes for the biggest file in the firm,’ he says.
Several months later, he had convinced Angel to let him
distribute MindBridge to Australian firms. The startup is

the business world. One of the latest is Google’s word

already making millions in revenue, has 120 customers –

processor for Google Docs, which automatically corrects

including the Bank of England – and is preparing for a stock

grammar in real time. AI is being quickly built into other

market launch in 2021.

programs, from SME accounting software to enterprise
resource planning (ERP).
Gans cautions against believing everything you hear. ‘I

CIB Accountants hasn’t dropped its fees for audits, despite
the time saved. ‘I tell clients there’s a software cost. We don’t
pass that on; we wear it,’ Moller says.

wrote the book because I was concerned that people would

Moller’s experience fits the prediction made by Deloitte

say, “Buy my magic AI!” and it would turn out to be not that

Australia in a 2017 report that auditing would be the most

good,’ he explains. ‘I don’t think there’s any need to rush to

likely field for automation. ‘Auditors will eventually veer

add it to your operations.’

towards the forensic accounting, accuracy, validation-type
of role rather than sitting with Excel spreadsheets trying to

AI in accounting

manually reconcile thousands of transactions,’ says Gavin

The use case for accountants in practice is more clear-cut.

Whyte, chief data scientist at Deloitte Australia.

‘Accounting does have data going for it, so it’s only a step

Whyte has been developing in-house algorithms that

away from being put to use,’ Gans says. Forensic accounting

replicate MindBridge’s smarts. The Big Four firm can customise

and auditing are already making way for algorithm-driven

them for different clients or applications, he says.

programs that process huge volumes of transactions. These
programs can pull up a shortlist of transactions to check for
fraud or error (see panel).
Will accountants be replaced by machines then? Goldfarb

accountants do today they will not be doing in 10 to 15 years
from now,’ he predicts. ‘That doesn’t mean we won’t have lots

believes this is unlikely. Fifty years ago, accountants spent

of accountants because these tools will enable accountants

most of their time doing arithmetic. When the spreadsheet

to better serve clients, which will open up new opportunities.’

arrived, it dramatically lowered the cost of doing that

And, of course, accountants need to understand the

arithmetic and helped clients make decisions. Before

capability of machine learning and other technologies to

spreadsheets arrived, one would have expected the arrival

improve their clients’ businesses.

AB

of such a powerful decision-making tool to reduce the
need for accountants. ‘But the numbers have remained

Sholto Macpherson is a technology journalist and editor of

steady,’ Goldfarb points out. ‘Most of the tasks that

the accounting technology blog DigitalFirst.com.
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Dodging Day Zero
With much of the world facing intense water scarcity by 2030, businesses as well as
governments must act to prevent resource conflict throttling emerging economies

V

isitors flying into South Africa’s Cape Town

(OECD) projects that, if water

International airport get a spectacular view of Table

demand continues to grow

Mountain. They also get an unmissable eyeful of

at current rates, it will rise

Thirsty world

water warnings, with imposing advertising hoardings urging

by 55% globally by 2050.

2.1 billion

visitors and locals alike to restrict their water usage. Use too

Demand growth will mainly

Number of people living

much of it, and you will lose all of it, the posters proclaim.

come from manufacturing

without safe water at home

It’s all part of the city government’s campaign to fight a

(400%), electricity (140%)

chronic water shortage. Last year, it reached crisis point as

and domestic use (130%) in

80%

reservoirs emptied and the local population faced the very real

emerging economies. Add in

Proportion of rural

prospect of hitting Day Zero – the point when the city’s taps

competition from agriculture

population forced to use

would run dry.

to feed growing populations

unsafe and unprotected

and a 40% supply gap by

water sources

Even though the arrival of Day Zero has now been pushed
back in Cape Town – as a result of good rainfall levels and
the efforts made by individuals and businesses to limit their

2030 seems very possible.
Against this backdrop,

700 million

water requirements – there are still restrictions in place. Since

water crises are recognised as

Number of people who

1 March 2019, daily water consumption for all individuals

a major global risk. According

could be displaced from

has been restricted to a maximum of 105 litres. Businesses

to the latest Global Risks

their homes by intense water

no longer have to cut their pre-drought consumption

Report from the World

scarcity by 2030

levels by 40%, but are still strongly encouraged to continue

Economic Forum (WEF),

implementing water efficiency measures.

such crises are ranked ninth

With reservoirs now back up to 46% of their capacity, the city

in terms of likelihood (behind extreme weather, cyber attacks

is in a better position than a year ago, but by no means in the

and large-scale involuntary migration) but fourth in terms of

clear. Forecasters predict a dry winter in southern Africa, which

impact (behind weapons of mass destruction, climate change

will put the system under renewed pressure.

mitigation/adaptation failure and extreme weather events).

Water competition

sharply differing directions,’ the WEF report declares. ‘It

While much of Africa would consider Cape Town’s water

could exacerbate divisions. Conflict might erupt over access

situation as anything but a crisis – bordering, indeed, on

to whatever water was still available, or wealthier residents

surfeit – the city’s predicament nevertheless highlights how

might start to import private supplies. But a water shock could

businesses, farmers and individuals can all end up competing

also galvanise communities in the face of a shared existential

for a crucial natural resource.

challenge. Either way, damage would be done.’

‘The societal shock of running out of water could lead in

Clean water and sanitation are one of the 17 United Nations

strain on healthcare systems. And governments blamed for the

‘Clean accessible water for all is an essential part of the world

failure might be tempted to scapegoat weaker communities,

we want to live in and there is sufficient fresh water on the

such as those in informal dwellings with unofficial connections

planet to achieve this. However, due to bad economics or

to the water system. The migration of populations to escape

poor infrastructure, millions of people including children die

regions of water scarcity will only exacerbate the problem.

every year from diseases associated with inadequate water
supply, sanitation and hygiene.’
Although the UN’s focus on water has helped highlight the

40

The WEF adds that hygiene would suffer, adding to the

Sustainable Development Goals (SDGs). Goal 6 declares:

The report concludes that getting governance and planning
right would reduce the risk of Day Zero arriving: public
information campaigns and basic maintenance of existing

crisis, the challenge is only going to get more difficult. The

infrastructure, as well as regulations limiting water usage by

Organisation for Economic Co-operation and Development

households, businesses and government, could all play a part.
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A Cape Town township carwash found to be illegally
using the municipal water supply by connecting a hose to
a tap at a nearby house faces a ZAR3,000 (US$250) fine.

Disclose and conserve

far they follow the reporting standards produced by the

So how can finance professionals most effectively contribute

Global Reporting Initiative. For water, the relevant standard

to securing the water ecosystem? Preparing the disclosures in

is GRI 303, Water and Effluents, which sets out standards for

financial and integrated corporate annual reports on business

disclosure on interactions with water as a shared resource,

use and wastage of water is one obvious area.

the management of water discharge-related impacts,

According to the 2018 status report of the Task Force on
Climate-related Financial Disclosures (TCFD), following up

water withdrawal (the volume extracted from surface and
underground sources), water discharge (the volume of waste

on the recommendations made in

and effluent water released) and

2017, there is still plenty of work to

water consumption (the volume not

do. TCFD chair Michael Bloomberg

returned to the water source).

says: ‘While many companies report
on environmental issues, most have
yet to specifically provide the market
with consistent information on the
financial implications of climate
change for their businesses.’
The TCFD report highlights
how some global companies are
disclosing their water usage and
wastage, alongside other climatechange metrics such as greenhouse
gas emissions. It measures how

A 40% water supply
gap by 2030 seems
very possible given
growth in demand
from manufacturing,
agriculture, energy
and domestic use in
emerging economies

According to the PwC report
Exploring the data: SDG
reporting challenge 2018, 27%
of the companies surveyed have
freshwater consumption reduction
as a disclosed quantitative key
performance indicator (KPI); a further
29% include targets; and 19% link
their KPIs to societal value.
However, a GRI survey of
investors about their perceptions
of water disclosures found that
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water disclosures are much less developed than emissions
disclosures. ‘Ten out of the 15 interviews mention the

In Sulawesi, Indonesia, dirty water caused by inadequate
sewage and sanitation services forces women to swim
4km with empty jerry cans to get water from clean wells.

importance of disclosing the local context in the discussion
of the interaction of a company with water resources,’ points

is potentially more significant and the business itself more

out the GRI report, Mapping Reporting Practice to an Investor

sensitive to changes in the operating environment.’

Perspective. ‘Investors stressed that companies need to

Alan McGill, sustainability and climate change partner at

adopt a different approach in reporting on water compared

PwC, points out that the cost of collecting and acting on

to emissions, as water is much more location-dependent.

water-related data is small compared to the overall costs of a

Companies with operations in water-stressed locations need

company’s reporting and governance functions. Armed with

to be more prudent in their assessments because their impact

such information, the organisation becomes more resilient and
sustainable in its own right.
‘All organisations and the accounting profession as a whole

Water reporting at work: Danone

need to engage with water management, to help companies

In its 2018 integrated annual report, food and drinks

improve operationally, to strengthen their governance

manufacturer Danone sets out the details of its water

processes,’ he says. ‘Companies can look at how they

stewardship programme, highlighting a 48% fall in water

can reduce their reliance on conventional water supplies,

consumption at its production sites since 2000, and its target

minimise their waste water discharges and engage with local

of a 60% drop by 2020.

communities in better ways to solve common problems. They

Danone has also used the World Resources Institute’s

also need to understand the risks in their supply chains and

Aqueduct tool (bit.ly/WRI-Aqueduct) to disclose that 9% of its

integrate these risks into the wider sustainability agenda.

production sites are in high or extreme water risk zones and

Accountants have great skills in measuring business assets,

that 64% of its sites are audited for their water risk.

and it is no different for this particular asset.

Other company disclosures under the GRI 303 standard
include water withdrawal at production sites and water

‘It might cost money to understand these risks, but if you
don’t then you will not have a business.’

AB

consumption in the production process.
Philip Smith, journalist
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Lessons in leadership
We can learn much from New Zealand Prime Minister Jacinda Ardern’s heartfelt
and personal response to the Christchurch terrorist attack, says Harry Mills
An Australian counter-terrorism expert
described New Zealand Prime Minister
Jacinda Ardern’s handling of the
Christchurch terror attack as a
‘masterclass in leadership’. Television
celebrity Oprah Winfrey said
Ardern had ‘set a global standard
for leadership’. Here are some of
the lessons we can learn from the
young leader.
Before the attack, which saw 51
people lose their lives at the hands of an
Australian terrorist, critics said Ardern’s
open style was a sign of weakness.
Ardern told the BBC that she is proud
to be a compassionate leader and

In a show of unity, Jacinda Ardern
wore a hijab when she visited the
Al Noor mosque after the attack.

asked why, if we teach empathy and
compassion to our children, we shouldn’t

represent diversity, compassion, a home

gun laws will change.’ Within a

show it when it comes to politics. When

for those who share our values, a refuge

week of the attack she announced

the global media began praising her

for those who need it.’

that tighter gun laws banning semiautomatic and assault rifles would be

style of leadership, she responded: ‘I

The most evocative words were not

don’t think I’m displaying leadership. I

crafted by a spin doctor; Ardern framed

introduced; within a month the new

just think that I’m displaying humanity.’

the message herself. ‘I absolutely knew

controls had come into effect. She also

what I wanted to say,’ she told journalist

commissioned an inquiry to investigate

word they use by carefully framing their

Toby Manhire. By refusing to name the

whether New Zealand’s intelligence

messages and telling a consistent story.

terrorist, Ardern denied him the fame

agencies had ignored the threat of

According to communications expert

he desired and, as importantly, kept the

right-wing extremism.

George Marshall, ‘Frames work like a

focus on the victims.

Good leaders extract value from every

viewfinder of a camera; when we decide

Good leaders also recognise that

The philosopher Isaiah Berlin said
President Franklin D Roosevelt, who led

what to focus on, we are also deciding

before people will trust you, you need

the US through the Great Depression

what to exclude’. In Ardern’s case it was

to show them you respect them and are

and the Second World War, made

to frame the terrorists’ act as an attack

providing an environment where they

Americans ‘prouder to be Americans

on New Zealanders’ core values.

are safe to express their fears. On the

that they had been before. He raised

‘We are not a target because we are

day after the attack, Ardern met with

their status in their own eyes – [and]

a safe harbour for those who hate,’ she

members of the Muslim community,

immensely in those of the rest of the

said in her address to the nation. ‘We

wearing a hijab. This simple act showed

world’. Ardern will be remembered in

were not chosen for this act of violence

a deep respect and reassured mourners

much the same way.

because we condone racism, because

that New Zealand was a place where

we are an enclave for extremism. We

they could openly display their faith.

were chosen for the very fact that we

At her first press conference after

are none of these things – because we

the massacre Ardern declared: ‘Our

AB

Harry Mills is the expert on persuasion
for the Harvard ManageMentor
programme.
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CPD

The art of performance

A high-performing team needs to perfect the overall dance as well as develop
individual dancers. Alison Young considers how to unleash achievement
What underpins a team’s success? The

the team members, who may suffer

performance and organisational

personalities in it, the team leadership

stress, even burnout, as a result. Should

reputation. These types of team may

or simple luck?

teams like these be considered high

achieve well in the short term, but their

performing when there are such heavy

success may not be sustainable for

and seamlessly than others, and go

personal costs at stake as well as the

the individuals in them or the wider

on to achieve great things. But that

organisational cost of absence and a

organisation over the longer term.

doesn’t necessarily mean they are high

high level of churn in membership?

Some teams certainly gel more quickly

Consider, too, those teams that

untapped potential in such teams that,

are high achievers despite their lack

Where a team has an ‘achieve at any

if explored and exploited, could help

of collaboration with other teams,

cost’ culture, recruiting for ‘fit’ can

them accomplish even more.

divisions or outside companies such

lead to a lack of diversity, which can in

as suppliers: they may be causing

turn discourage debate, creativity and

even exceed financial or other ‘hard’

collateral damage through the

change. Teams that don’t take time out

targets – but only at a high cost to

organisation in terms of morale,

to reflect and learn may not be able

There are also teams that meet and

44

Diversity squeezed out

performing – there may be hidden and
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to respond sufficiently quickly to an

particularly in the early days of a team

following are often a good starting

external threat or a changing market.

working together.

point:

Sustainable high performance can

But models and frameworks, no

*

How do we trip ourselves up at the

*

How effective are we at holding

only be built on a strong foundation that

matter how robust or extensively

starts with all the following (any gaps

researched, mostly explore the

may prove fatal):

cognitive domain of how people

*

The team knows that its work is

operate. They speak to the intellect,

needed and valued by the wider

to understanding, to diagnosis and to

organisation.

awareness-raising. But if a team is to

*

The criteria for success are shared,

be truly high performing, its members

transparent and tangible.

need to have authentic and real

*

Individual team members’ roles and

dialogue about what sits below the

goals are understood and agreed by

intellect in other domains: emotions,

all team members, with individual

beliefs, patterns of behaviour,

goals serving the wider team and

motivations and fears. Team members

the broader organisational goals.

need to be able to explore these

These questions can help unlock

Individual team role boundaries are

much more instinctive domains in

potential, but there are further

negotiated and agreed.

a safe environment where they feel

questions that can help the team sustain

It’s important to address each point

heard, valued and able to make their

its success. These rest more on how the

here with the whole team present

full contribution.

team grows and learns together so it

*

moment?
each other to account for delivering
our shared goals?

*

How well are we handling conflict

*
*

What is not said in this team?

*

What do we need to do to shift in

and tension? What needs to shift?
How well are we using our diverse
styles and talents to deliver value to
the business?
our dynamic of working together?

together so that no one is left to

can adapt and change:

second-guess or make assumptions, or

*

colleagues. Team members need to
talk about the interdependence of their
roles and how their work fits into the
broader organisation; merely to assume
that is the case without explicit
agreement is not in itself enough to
build trust.

Interpersonal dynamics
With all that in place, exploring the

Team members
need to have real
dialogue about
what sits below
the intellect:
emotions, beliefs,
motivations,
behaviour and fears

How do we give time to learning
from our experience and building

CPD

question whether they can rely on their

that into our ways of working?

*

How well do we support each

*

What future themes do we know

other’s growth?
about that might impact how we
work together? What else can
we imagine?

*

If one thing in how we work
together needed to shift, what
would that be?

A high-performing team is one that

interpersonal dynamics within the team

meets its organisational goals, creates

may help to release any untapped
potential and so help the team achieve

Consider the choreography

sustainable high performance, develops

high performance.

Furthermore, the team will benefit from

its members as individual leaders, and

shifting the focus away from developing

develops, learns and grows as a team.

array of tools and methodologies for

individual dancers and towards investing

Sometimes the team simply needs to

exploring individual styles. Leadership

time in how they can perfect the dance.

pause, reflect, learn and integrate that

frameworks, behavioural models,

This means shifting the spotlight off

learning before it can go faster again.

personality and personality ‘type’

individual team members and onto the

profiles are just some examples. These

dynamics of the team as a whole: the

Alison Young is a director of Leaders in

models give team members insight

hand-offs, the connections, the timing,

Change. @Leader_Insights.

into their own and others’ styles, and

the trust, the communication.

There is of course an overwhelming

a shared language to legitimise and

Team conversations that can explore

normalise ways to address behaviour

the dance rather than the individual

that might otherwise be uncomfortable.

dancers can unleash potential for

Models like these have a part to play,

high performance. Topics such as the

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd.
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Know when to stop
Can the use of social media affect your mental health? Dr Rob Yeung considers recent
research into symptoms individuals may exhibit when using social media platforms
Some commentators have claimed that
the use of digital technologies – and in
particular social media – harms mental
health. But what does the science say

Wired up
Watch our video in which Dr Rob
Yeung talks about the impact of social
media on health at bit.ly/ACCA-playlist.

on the matter?
The University of California San

exposed to the medicine or other

Christakis found that increased use

intervention) or a control group (in which

of Facebook in a sample of 5,208

they either take a placebo or continue

people was negatively associated

with their lives as normal).

with mental health. These researchers

One of the few randomised controlled

suggested that greater focus on online

trials to be conducted with regards to

relationships may have led to a decline

social media was published last year by

in offline relationships.

researchers headed by the University

A separate study led by the University

CPD

group (in which the participants are

Diego’s Holly Shakya and Nicholas

of Pennsylvania’s Melissa Hunt. After

of Pittsburgh’s Brian Primack found

a week of baseline monitoring, 143

that adults who used a greater number

undergraduates were randomly assigned

of social media platforms had worse

to either limit their use of Facebook,

mental health than those who used

Instagram and Snapchat to 10 minutes

fewer. Among 1,787 adults, individuals

per platform per day, or to continue

who used between seven to 11

using social media as usual. The

different social media platforms had

experimental participants who limited

more symptoms of depression and

their use reported feeling less lonely and

anxiety than other individuals who used

less depressed than those in the control

between zero to two platforms.

group who carried on as they wished.

But both these studies are only

The participants
who limited their
use of Facebook,
Instagram and
Snapchat reported
feeling less lonely
and less depressed

46

correlational in nature, and cannot

Young and old

distinguish between cause and effect.

That suggests that limiting social

It may indeed be the case that social

media use may benefit psychological

media usage causes mental health

well-being. However, this study was

issues. However, it is impossible to rule

conducted with relatively young

out that people who feel anxious or

undergraduates who may have used

depressed may use social media more

social media primarily for entertainment.

to seek solace.

There is a lack of research looking at

In scientific trials, the best way of

effects on, for example, older, employed

determining the effects of anything is to

adults using social media more for

conduct what’s known as a randomised

learning or communication at work.

controlled trial. For example, if

Firm conclusions about the effects of

researchers wish to test the effects of

social media are not yet possible – not

a new medicine, diet or psychological

enough studies have been conducted.

therapy, they would randomly assign

And discussions of simple cause and

volunteers to either an experimental

effect are too crude. They ignore the
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different ways in which individuals

Dr Rob’s talent clinic

use social media. Researchers such as

Q

Lancaster University’s David Baker
and Guillermo Perez Algorta have
pointed out that length of time

I currently manage a team of
four direct reports, but would

like to pursue the next step up in

spent on social media, quality

terms of having more responsibility

and type of engagement may

and a larger team. However, I have

matter more.

been told that I first need to work on

For example, one investigation

my people management skills. Apparently I sometimes

led by Edson Tandoc Jr of

come across as unapproachable and don’t provide enough

Nanyang Technological University
in Singapore found no overall
association between Facebook use and
psychological well-being. However,
people who reported feeling the

recognition for my team. I’ve always known that managing tasks

A

rather than people comes most easily to me. How should I work on this?
The further you move up an organisation’s hierarchy, the more you will have
to step away from doing tasks to leading and inspiring people. Top leaders

appreciate that employees have considerable discretion in how hard they choose

emotion of envy while on Facebook

to work. Getting to know your team members on a personal level, as well as

– for example, feeling inferior to their

understanding their strengths and weaknesses, will allow you to find the best ways to

friends or worrying that others had

motivate all of the different individuals around you.

better lives – did experience worse
psychological well-being.

As a first step, think about inspiring leaders for whom you have worked. What did
they specifically say or do that made a difference to you? Alternatively, look around

Clearly, using social media to follow

you for examples of leaders who you regard as warm, likeable people-managers.
What do they say to provide recognition or demonstrate their approachability?

or even celebrities is very different

Watch them and make a mental note of behaviours that you could adapt and include

from using it to keep abreast of world

in your own repertoire.

affairs or your favourite pastimes. Try

Most good people-managers hold regular one-to-one meetings with their direct

to develop a level of self-awareness

reports. During these meetings, demonstrate that you are approachable by spending

about your use of different social media

at least some time asking your people about their hopes, frustrations and longer-

platforms. By all means continue if you

term career objectives. Then see if you can offer them projects that will at least allow

are using social media to learn, maintain

them to work towards their stated goals. Over successive meetings, monitor their

relationships or even beat boredom

progress and offer appropriate praise or constructive criticism in order to continue to

occasionally. However, be careful when

develop the people within your team.

you notice that its use engenders envy,
loneliness or other negative emotions

Tips for the top

– or if using social media is distracting

Unsurprisingly, research shows that taking breaks from a task can boost post-break

you from real issues or opportunities

performance on that task. More interestingly, however, a study by Emily Hunter

that you should be tackling.

and Cindy Wu at Baylor University looked at some of the characteristics of breaks

AB

CPD

the movements of friends, ex-partners

that allow the greatest amount of post-break recovery for employees who work
Dr Rob Yeung is an organisational

predominantly on computers. The researchers collected survey data

psychologist at leadership consulting

on 959 breaks taken by office-based employees and found

firm Talentspace: talentspace.co.uk.

that certain characteristics did not lead to more benefit.

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.

For example, breaks taken outside of the office were
no more beneficial than breaks taken indoors. But,
significantly, breaks taken earlier in the day tended to
be more beneficial than those taken later in the day.
The implication is that if you are very timeconstrained and know that you will have very little time
to spare on a given day, take your break(s) earlier rather
than later in order to get the most from them.
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Disclosure headache
The IASB consultation on pensions disclosure requirements has revealed consensus
but also plenty of contention over what should change, says Adam Deller
As previously covered in this column,

defined benefit (DB). Under a DC plan,

the International Accounting Standards

the entity contributes a set amount into

Board (IASB) has identified three

a pension plan; this is then invested, and

main concerns about disclosures

the employees receive a variable return,

in financial statements: not

based on the performance of the assets

enough relevant information, too

within the plan. The entity is liable only

much irrelevant information, and

for the employer’s contribution, as set

ineffective communication.

out in the contracts of the employees,

As part of the solution, the IASB is
drawing up guidance for developing

with the annual contribution expensed
in the statement of profit or loss.

and drafting future disclosure
requirements. Part of the process
involves trying out ideas for guidance
with two existing IFRS Standards.

CPD

One of the standards selected
for testing the guidance is IAS 19,
Employee Benefits. The approach has
been to undertake extensive research
to set some primary objectives for
IAS 19 disclosures in the eyes of users
and preparers of reports. The board
asked participants to suggest items of
information to satisfy those objectives.

Introducing
multiple valuation
models would
only exacerbate
the problem
of disclosure
complexity

The research took place over six
months and involved meetings with
users from a variety of industries and

receive a set or determinable payment,

taken, along with the feedback received,

regardless of pension plan asset

was presented to the Global Preparers

performance. This is a much more

Forum (GPF), an IASB advisory body

complex scheme to account for, as an

that includes preparers of financial

actuary must calculate an estimate of

instruments from a variety of sectors

the pension obligation. Any difference

across the world. It has also been

between the obligation and the

presented to the Accounting Standards

estimated fair value of the plan assets

Advisory Forum (ASAF), which provides

indicates that the pension fund is either

guidance and feedback to help the

in deficit or surplus. If the scheme is

board in the standard-setting process.

in deficit, the entity must record the

So let’s look at the key elements of

liability on its statement of financial

IAS 19 and the issues that have arisen

position, highlighting its obligation

from the consultations.

to make up the deficit. If the plan is in

Two types of pension plan are covered
in IAS 19: defined contribution (DC) and

48

Under a DB plan, the employees

geographical locations. The approach

surplus, this is shown as an asset in the
statement of financial position.
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In the IAS 19 consultation, almost all

more could and should be done to

the users of financial reports focused on

improve the clarity of cashflows so that

DB plans, believing that information in

users can establish the cash payments

DC plans is sufficient. This is because

made in the current period and the

most users see the latter as relatively

projected payments to be made. There

harmless, requiring no more information

were some concerns raised about just

than the expenses recognised and the

how far into the future to look for the

contributions paid in.

future payments, but it was felt that

As a result, they suggested a relatively
large number of items that could be

greater clarity on cashflow information
was crucial to users.

introduced or expanded in relation
to DB plans to meet their objectives.

Sensitivity analysis

Some ASAF members felt the feedback

In contrast to the relative consensus

read like a user ‘wish list’ – a list of

over the need to improve cashflow

items that would be nice to have rather

disclosures, there was significant

than essential. Their feeling is that any

contention over expanding the

changes to IAS 19 disclosures should

discussions around sensitivity

focus on the crucial rather than the

analysis. Almost all users said they

nice to have. The rest of this article will

would like to see a wider range of

highlight the areas that were identified

possible assumptions in the analysis,

as the most significant or that provoked

as well as an analysis that shows

the most discussion.

the effect of changing multiple
This has raised significant concerns

The predominant feedback on IAS 19

in both forums contacted by the IASB.

was that today’s disclosure objectives

Running this level of analysis would

are often ineffective in meeting user

require specialists with expertise in

objectives. A common response was

particular entities or industries and

that users would prefer to see better

could result in many different tests

information about the expected

being run. There are so many actuarial

cashflow effects of a pension plan.

assumptions made in the calculations

The major and most widely accepted

CPD

assumptions simultaneously.

Cashflow effects

of pension figures that meaningful

concern involved a lack of disclosures

sensitivity analysis would involve many

around the cashflow information. A

moving parts and provide a vast range

key finding was that many users would

of projections. It was commonly felt that

like to see the actual cashflows related

this might not be helpful and that the

to the plan in the period, which is not

costs of preparation and audit would be

currently required.

vastly increased.

Almost all users said that an entity’s
agreed schedule of payments should

Different plan valuations

be the basis of the disclosure. Some

A further discrepancy between the

said it would be useful to differentiate

thoughts of some users and the feelings

between ‘normal’ contributions

of the board’s advisory forums revolved

representing payroll deductions and

around the different valuations of

‘extraordinary’ ones, such as deficit

pension plans that exist. The IAS 19

repairs. GPF members believed it would

valuation represents the value attached

not be difficult for preparers to separate

to the actuarially determined cost of

this information in such a manner.

the benefit earned by participants.

There was general consensus that

In addition to that, there is a funding
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valuation method (also known as
the triennial valuation) and a buyout
valuation method. Currently, only the

CPD

IAS 19 valuation must be shown, and no
discussion or reconciliation with other
valuations is required.
Users noted that it would be
helpful to reconcile the different
valuations, but the discussion
around the provision of different

As a result of the feedback, the

To produce a set
of disclosures that
is useful to the
well-informed,
non-actuarial
investor is a high
challenge indeed

exposure draft to update disclosure
guidance, in addition to specific
changes to the IAS 19 disclosures.
It is clear that in tackling the
disclosures within IAS 19, the IASB has
dived into one of the most difficult
standards. Finding a balance between
removing irrelevant information and

valuations proved controversial. It

including sufficient detail to be useful

was acknowledged that there could

is an incredibly tough task in such a
complex standard. To produce a set

be value in experts comparing them,
but it was felt it would be far too

It is this final, simple point that

of disclosures that is both useful and

confusing for general investors. One

probably most touches on the

clear to the well-informed, non-actuarial

of the most common criticisms of

disclosure requirements of the average,

investor is a high challenge indeed.

the IAS 19 disclosures surrounds

well-informed investor. It is reasonable

how complex they are – introducing

to assume that most investors are not

a simpler standard to test out the

multiple valuation models would only

looking for overly complex, technical

approach for tackling the disclosure

exacerbate the problem.

information. It is far more likely that

problem, it is not unreasonable to

they will be looking at what the deficit

think that if they can tackle IAS 19

Other suggestions

is, what cash is likely to be spent, and

successfully, then all future standards will

Other, simpler suggestions obtained

whether there is a potential hole in the

feel simple in comparison.

from the feedback include that it would

funding that leaves the entity exposed.

be useful to have a breakdown of assets

50

IASB hopes eventually to produce an

Some respondents raised concerns

into items such as equities, derivatives,

that there was a real risk that an

cash and cash equivalents; and that

attempt to demystify some of the

it would be useful to have some

disclosures around IAS 19 would only

discussion of the current deficit and the

lead to increased clutter and complexity

proposed plan or sources of funding to

as more detailed information was

meet that deficit.

provided for users.

While the IASB could have selected

AB

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

It is important to note that new EU-wide

receive income, or has capital gains,

prospectus rules are effective from

on which tax is payable. Recent HMRC

Going concern

July 2019, and the above changes are

guidance explains trust registration

The Financial Reporting Council (FRC)

required to reflect this.

service requirements.

consultation on revisions to International

More at bit.ly/frc-cons-invest.

Importantly it also highlights where
trusts are not required to be registered.

Standard on Auditing (ISA) (UK) 570,

Tax

It states:

last month, it makes a number of

Making Tax Digital

client’s trust if:

proposals, including that ‘auditors

The first quarter 1 March to 31 May has

make greater effort to more robustly

been completed for many businesses,

*

challenge management’s assessment

and it is worthwhile checking through

of going concern, thoroughly test the

some of the record-keeping options

adequacy of the supporting evidence,

and relaxations.

Going Concern, is open for comment

‘You do not need to register your

until 14 June. As briefly highlighted

evaluate the risk of management bias,

For example, for charities, the

and make greater use of the viability

following rule has the force of law:

statement’. There are also revisions

‘Where supplies are made or received

to reporting requirements within

during a charity fundraising event run

the consultation.

by volunteers you may treat all supplies

More at bit.ly/frc-cons-570.

made as covered by one invoice for
covered by one invoice for the event,

In its consultation on revising its

for the purposes of the digital record

Standards for Investment Reporting,

keeping requirements.’

the FRC highlights that the standards

*
*

the trust is a bare trust

*

the trust is a charitable trust and

only the settlor or beneficiary of the
trust has to pay tax
the trustees do not have to pay any
tax on its income or assets

*

the assets in the trust go back to
the settlor (a “resulting” trust) –
for example, when the trust ends
and all the beneficiaries have died

*

For the recording of supplies, the

the trust has been created by
legislation (a “statutory” trust),
for example, when a person dies

need to be brought up to date to reflect

following rule has the force of law:

without making a valid will and the

changes in legislation, regulation and

‘Where you need to apportion the

estate passes to their relatives under

codes already in force. The changes also

output tax due on a mixed rate supply

the intestacy rules

see the introduction of a new standard.

with a single inclusive price you do

The consultation is open until 26 July.

not have to record these supplies

The main changes are:

separately. You can record the total

example, when someone has acted

*

value and the total output tax due.’

improperly or to hold compensation

updated legislative and regulatory
framework, including changes to
the Listing Rules and City Code for

*
*

*

You can find guidance and further
updates at bit.ly/ACCA-MTD.

Takeovers and Mergers.

52

less than £100 and this only came
from interest

the event, and all supplies received as

Investment reporting

the trust has to pay income tax of

the trust has been imposed by a
court (a “constructive” trust), for

for a child aged under 18

*

the trust has to be registered for
another purpose, for example, the

inclusion of references to the ‘fair,

Trust registration

Foreign Account Tax Compliance

balanced and understandable

The issues of who needs to register

Act (FATCA) or the Common

requirements’ of the UK Corporate

and what is required for registration

Governance Code.

of a trust can cause confusion.

You do not need to register a pension

the development of a new SIR 6000

Registration with HMRC is required

scheme that’s held in a trust if it’s

in respect of quantified financial

by 5 October in the tax year after

already registered with HMRC.’

benefit statements engagements.

the one in which the trust starts to

Reporting Standard.

See more at bit.ly/gov-reg-trust.
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Probate statutory instrument
As AB went to press, the significant

*

companies appointing individuals
that have no association with
the company’.

increase in probate fees had still not
progressed. As a reminder, probate

It is highlighted that the current

registries won’t normally accept an

powers available result in unnecessary

application for probate until HMRC has

cost and time for complainants and

confirmed that it has processed the

Companies House. The consultation

inheritance tax account. However, while

states that ‘it can be difficult to legally

the process for introducing the new fee

remove information from the register

structure is ongoing, probate registries

even when it is highly suspect. An

AIA boost

will accept applications before the

increasing number of complaints are

Companies with 30 June year ends

account has been processed by HMRC.

being made from third parties about

will benefit from the full 100% annual

The application must include a note to

inaccurate information which has been

investment allowance (AIA) relief of £1m

say that the appropriate inheritance tax

filed on the register by a company (for

for the financial year starting on 1 July

forms will follow shortly.

example, that a company has falsely

2019. As a reminder, AIA was temporarily

claimed that their annual accounts

increased to £1m from 1 January 2019,

probate fee increase statutory

had been audited by well-known audit

for two years. Transitional rules apply

instrument at bit.ly/non-cont-prob.

firms and that individuals had been

where years fall outside the two-year

fraudulently appointed), and it is not

window, so for December year ends

always possible for Companies House

these rules had no real impact.

You can find the non-contentious

Law

to take effective action. Section 1095

For June year ends, the transitional

Companies House reforms

provides the company in question with

rules would have the following impact

The ‘Improving the accuracy and

the right to object to an application

on the maximum allowance that a

usability of data on the register’

to remove information from its record,

business can claim:

consultation contains a number of

and that objection does not have to be

reforms including some that you, and

evidenced. In such cases, third parties

Year end 30 June 2019

ACCA on your behalf, have been

would need to apply to a court to

£1m x 6/12 plus original allowance

highlighting to Companies House.

ensure the information is removed, with

£200,000 x 6/12 = £600,000

Companies House states that the

the attendant cost and inconvenience.’

Year end 30 June 2020

proposed reforms will allow it to

The proposed change is that ‘where

£1m

‘query and corroborate information

an application to remove information

Year end 30 June 2021

before it is entered on the register’,

is made by a third party in respect of

£1m x 6/12 plus reversion back to the

and that it will be ‘easier and quicker

information filed by a company, that

original allowance £200,000 x 6/12 =

to remove inaccurate information from

company should have to provide some

£600,000

the register.’

rationale and evidence to support

In the document, it is acknowledged

any objection.’
It is stated that ‘Companies House

that ‘while the number of reports of
inaccurate data from third parties

would also have the power to ask for

remains extremely low, under this

further evidence, where appropriate.

extensive scrutiny Companies House is

Examples of where this might

increasingly being alerted to issues on

happen include:

the register. They include:

*

where a company files information

proof that the company is entitled
to the exemption

*

where a company uses a registered
address, Companies House might
seek confirmation of the right to use
that address.’

*

filing inaccurate information, eg
audit reports

from its previous status, such as a

5 August and covers a number of

*

companies set up to trade on the

significant increase in share capital,

reforms. Please review and send your

good name of others

this may be queried

comments to advisory@accaglobal.

*

companies using addresses they

where a company claims an

com with the subject ‘Companies

exemption from filing full accounts,

House consultation’. You can find the

Companies House might request

consultation at bit.ly/cons-corp-trans.

are not entitled to use for their
registered office

*

that represents a significant change

The consultation is open until
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Customer due diligence
HMRC has updated its guidance for
high-value dealers and other businesses
that it authorises, highlighting that
customer due diligence checks must be
carried out before making or receiving
payments in the course of business
transactions. These checks must include
verification that UK customers/suppliers
are registered with HMRC as high-value
dealers (paragraph 4.8).
In 4.8 the sanction for non-compliance
is clear, highlighting that if ‘they are
not registered as a High Value Dealer

Payment services authentication ramps up

you should not continue with that

In September, strong customer authentication (SCA) will have significant implications

high value cash payment. You should

for how businesses handle online transactions in the European Economic Area (EEA),

consider reporting this activity to the

where both payer and payee are in the region.

National Crime Agency (NCA) via a

SCA, part of the PSD2 changes, requires an extra layer of authentication for online

Suspicious Activity Report (SAR). Failure

payments. It requires the use of two independent sources of validation by selecting a

to do this may result in sanctions being

combination of two out of the three categories (‘two-factor authentication’):

applied to your business, including the

*
*
*

possibility of withdrawing your HVD
status and your details being published
on GOV.UK.’
Obviously, those advising these
businesses need to consider these rules.
More at bit.ly/hmrc-cdd.

something you know (eg PIN)
something you have (eg card/phone)
something you are (eg fingerprint).

Many businesses will need to consider how they operate, and advisers will need to
consider how the change could affect their clients.
The good news is that a number of exemptions exist and you can find a useful
summary at bit.ly/barclaycard-sca. These exemptions includes that ‘when the
transaction is initiated by a legal person (eg a business) rather than a consumer,

Subject access requests

and it is processed through a secured dedicated payment protocol, the [European]

Article 15 of the General Data

Commission is satisfied that it does not require separate authentication, provided

Protection Regulation (GDPR) sets

alternative controls are sufficiently secure’.

out the legislative ‘right of access

Certain transactions are also exempted, such as recurring payments and purchases

by the data subject’ as follows. ‘The

under €30. But even some of the low-value transactions may be challenged: for

data subject shall have the right to

example, if the combined value of several unchallenged transactions goes above

obtain from the controller confirmation

€100. Businesses may also need to consider if they should point out to customers

as to whether or not personal data

that they can ‘whitelist’ businesses with their card issuer. This will mean that they

concerning him or her are being

would not need to authenticate themselves for future purchases. However, much

processed, and, where that is the case,

depends on how card providers set up their systems and the options available.

access to the personal data and the
following information:
1. The purpose of the processing
2. The categories of personal data
concerned
3. The recipients or categories
of recipient to whom the

4. The envisaged period for which
the personal data will be stored, or
if not possible the criteria used to
determine that period
5. The existence of the right to

data concerning the data
subject or to object to such
processing
6. The right to lodge a complaint
with a supervisory authority
7. Where the personal data are not

personal data have been or

request from the controller

will be disclosed, in particular

rectification or erasure of

collected from the data subject,

recipients in third countries or

personal data or restriction

any available information as to

international organisations

of processing of the personal

their source
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8. The existence of automated
decision-making, including profiling.’
The following has been taken from an
article from Lockton providing guidance
tips on suspicious activity reports (SARs).
Here are some tips:

*
*

Be prepared.
Have a clear policy for dealing
with SARs. Draft a precedent
response letter.

*

Know where you hold personal data.
Check everything including email

ACCA: here to help you!

systems, telephone/meeting note

ACCA strives to equip our small and medium-sized practitioners with resources to

recordings, any client management

help them deliver a brilliant service to their clients.

system used and paper files.

*

Over 850 practitioners have already benefited from free practical guidance on

*

Get a free practical guide to MTD for VAT bridging software, delivered in

*

Benefit from 1GB of free document storage with IRIS OpenSpace – perfect for

*

Access over 40 free digital technical webinars, used by 10,000 practitioners in the

*

Meet and learn from our passionate practitioners, who share insights into how

*

Benefit from our partnership with Xero, which provides members and students with

*

Winning an award can transform your practice; our factsheet and video provides

*

Partner with us to develop future-ready digital-first finance professionals,

Remember, generally the data
subject will know what they are
looking for.

*

Check information before disclosing
to make sure it does not contain
the personal data of another
data subject.

*

Ensure all staff can recognise a SAR
and know that anything they write in
emails/correspondence/file notes is
potentially disclosable.

*
*

Consider exemptions to disclosure.
Keep a central record of all SARs
and how they are dealt with/any
issues arising.

Read the article at bit.ly/lockton-sar-req.

Cyber alert for charities

that over two-thirds of high-income

association with Intuit QuickBooks (bit.ly/MTDBridging).
collaborating online with clients (bit.ly/ACCAOpenSpace).
past year (bit.ly/SMPwebinars).
you can digitalise your practice (accaglobal.com/passionate-practitioner).
free access to the Xero Advisor Certification – Equivalency Course (bit.ly/XeroCert).
top tips on creating a successful awards entry (bit.ly/ACCA-guide-awards).
essential for business success, thanks to our modern apprenticeships
(bit.ly/SMPapprenticeships).

*

Get the latest technical insights with our monthly member newsletter In Practice

*

Find out about this year’s Accountex, and find advice and support including key

(bit.ly/GetInPractice). Practitioners have accessed and used over 205,000 pieces
of content in the past year.

The Charity Commission’s Cyber
Security Breaches Survey 2019 states

implementing Making Tax Digital for VAT via MTD Tracker (bit.ly/MTDTracker).

takeways (bit.ly/ACCA-resources).

charities recorded a cyber breach or
attack in 2018.
Essentials scheme. For larger charities,

from ACCA’s newsletter In Practice

that ‘All charities should be vigilant to

detailed advice for trustee boards is

looking at how digital is changing the

the threat of cyber crime and make

available in the NCSC’s new Board

value of practices (bit.ly/ACCA-IP-

sure appropriate defences are in place,

Toolkit. Visit ncsc.gov.uk.

sell-practice).

Buying and selling a practice

are looking to acquire practices in order

The commission’s guidance highlights

In Practice also lists ACCA firms that

including raising awareness with their
staff and volunteers’.

If you are looking to grow or dispose of

to support their growth plans. If you

(NCSC) has produced the Cyber

your practice, take a moment to browse

would like to be included, email us

Security: Small Charity Guide. It also

our guidance on buying a practice

at supportingpractitioners@accaglobal.

explains how charities can become

(bit.ly/ACCA-client-list) and

com (please include your ACCA

accredited under the government Cyber

also selling a practice, plus an article

membership and firm details).

The National Cyber Security Centre

AB
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Conceptual reframing
In the first of two articles on the IASB’s conceptual framework, Dean Hezekiah assesses
the key changes, including new definitions of reporting entities, assets and liabilities
In March last year, the International

for overstatement or understatement of

or chooses to prepare financial

Accounting Standards Board (IASB)

assets, liabilities, income or expenses.’

statements. It also contains guidance

It also clarifies that hard-to-measure

on how to define the reporting entity’s

framework for financial reporting

information, while not worthless, may

boundaries, including situations where

(effective for preparers from 1 January

not be as useful as less relevant but

it is not a separate legal entity or forms

2020). It sets out the financial reporting

more definite information that is easier

part of a group of entities connected

concepts that guide the development

to measure.

through a parent-subsidiary relationship.

published a revised conceptual

of IFRS Standards and the preparers

Other than this there is little change to

An important idea in this determination

of IFRS-compliant financial statements.

the qualitative characteristic guidance:

is that the boundaries of the reporting

One of its key objectives is to ensure

useful information must still be relevant

entity are set with reference to its

that financial reports help users assess

and faithfully represented; and its

economic activities, and with a focus on

management’s stewardship.

usefulness can be enhanced by making

the information needs of the primary

it more comparable, verifiable and

users of its financial reports.

The new framework makes
little fundamental change to the

understandable, and by presenting it in

characteristics of useful financial

a timely manner.

information, but clarifies the role of

Significant changes have also been
made to the definition of assets and
liabilities – see box below.

prudence, which it defines as: ‘The

New definitions

exercise of caution when making

For the first time, the framework

the definition of an asset in the

judgements under conditions of

provides a definition of a reporting

revised framework is that it is now a

uncertainty. Prudence does not allow

entity – that is, an entity that is required

right. This new definition provides a

The most important change to

much clearer basis for approaching
recognition and measurement.

Assets and liabilities redefined

Importantly, the revised framework

The new definitions remove the underpinning of subjective expectations.

departs from viewing the asset in
terms of an expectation of future

Asset

Liability

58

Previous definition

Revised definition

economic benefit in preference for

An asset is a resource
controlled by the entity
as a result of past events
and from which future
economic benefits are
expected to flow to the
entity.

A present economic
resource controlled by
the entity as a result of
past events.

the view that an asset is defined by its

An economic resource
is a right that has the
potential to produce
economic benefits.

subjective expectations.

A present obligation
of the entity arising
from past events, the
settlement of which is
expected to result in an
outflow from the entity
of resources embodying
economic benefits.

potential to produce. We are entering
a new era where we define assets by
their inherent qualities and not by our
The main changes to liabilities are in
wording and emphasis. As with the asset

A present obligation of
the entity to transfer an
economic resource as a
result of past events.
An obligation is a duty
or responsibility that the
entity has no practical
ability to avoid.
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definition, there is now less subjectivity in

Under the older, superseded standards,

determining what is within scope. While

recognition was inconsistent with the

it is debatable whether the wording

defining attributes of the elements.

‘no practical ability to avoid’ provides

As the IASB looks to align its other

meaning beyond the ordinary sense of

existing standards with its revised

the word, it certainly places emphasis on

framework, we are likely to see more

the present nature of the obligation.

of rights and obligations in how

True, the revised framework

recognition criteria are articulated.

stresses the need for prudence and

Examples of standards that lend

management stewardship, and it now

themselves to these changes are

defines the reporting entity, but it is the

IAS 19, Employee Benefits, and IAS 20,

new definitions of assets and liabilities

Accounting for Government Grants and

that are most significant.

Disclosure of Government Assistance,
both of which involve reporting

Trickling through

requirements that can be reduced to

We are already seeing this new

obligations and rights.

thinking reflected in the more recent

These changes are not expected

IFRS Standards. For example, in

to have much impact on the actual

IFRS 15, Revenue from Contracts with

amounts recognised under the

Customers, revenue recognition is

elements. However, as the IASB revises

based on contractual performance

and creates other standards, we’re likely

obligations. Of course, this presupposes

to slice and dice those amounts in more

that contracts should be viewed

useful ways.

as divisible, and that performance

The second part of this article will

obligations are an ideal basis for

explore the new thinking around

the separation.

recognition and measurement of the

This focus on identifying performance

elements. We’ll also consider some

obligations makes IFRS 15 far more able

clarifications regarding derecognition

to cope with the complications that

and the new chapter on presentation

arise in recognising revenue (especially

and disclosure.

AB

when dealing with complex contracts)
than its predecessors, IAS 18, Revenue,

Dean Hezekiah ACCA is a technical

and IAS 11, Construction Contracts.

writer at Darlo Higher Education.
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Tax as green warrior
There is compelling evidence that taxation can play an important role in making
economies greener. But will moves by government nudge us in the right direction?
As the streets of central London return

levels have been frozen since 2011.

business and individual behaviour.

to normal after the recent Extinction

Recent hints from the chancellor that

We can expect to see that lever used

Rebellion (ER) demonstrations, perhaps

he might increase fuel duty to pay for

extensively as nations move away

now is the time to reflect on how tax

improved public services have been met

from the idea that financially-based

could be used as a weapon in the face

with howls of protest.’

economics are the only true measure of

of threats from climate change.
Among the various die-ins,

Bull observes that much the same

that the carbon consequences of

glue-ups and street sit-downs that

recent ‘yellow vest’ protests – initially

economic activity must also be

characterised ER’s tactics, it might have

triggered by a fuel duty rise. The French

measured and taxed.’

passed unnoticed that seven activists

fuel duty increase has been scrapped,

took their campaign to the Treasury,

but the protests continue.

Some progress

with a banner proclaiming: ‘Business

As a result of the ER action, the UK

as Usual – Death’.

government has declared a climate

This tactic was used to highlight the

change emergency. Quite what that

role ER believes the Treasury plays

means remains to be seen, but in

in worsening climate change and

the meantime the UK Committee on

ecological breakdown. ER claims that
the government supports fossil fuels
with more than £10bn of taxpayers’
money, significantly more than the £7bn
spent on renewable energy.
A significant part of the UK fossil
fuel subsidies, as identified in a recent
European Commission report, is the

Any attempt to
use tax to increase
the cost of fuel
could precipitate
protests from other
affected parties

5% rate of VAT on domestic gas and
20%. The report helped to fuel ER’s

Climate Change (CCC) has published its
report, Net Zero: the UK’s contribution
to stopping global warming. The
report highlighted a number of areas
where the UK has achieved successful
reductions in greenhouse gas emissions,
in part down to tax policy.
For instance, the report points to
the reduction in coal-fired electricity

electricity, a reduction from the standard

generation. This has come from a
This means that any attempt to use

combination of regulations that drove

claims that despite the government’s

tax to increase the cost of fuel – an

efficiency improvement, subsidies that

pledges in the 2019 spring statement

imperfect but nonetheless valid tool

increased renewable power supply and,

on ‘clean growth’, the UK still has the

to reduce carbon emissions – could

importantly, a carbon tax. There has

largest fossil fuel subsidies in the EU.

precipitate protests from other

also been the 1996 landfill tax, which

This example shows how the tax

affected parties. Lorry drivers in the UK,

has driven a reduction of over 75% in

system can affect fuel costs, and thus

remember, have frequently blocked key

biodegradable waste being sent to

indirectly, the levels of fossil fuel use.

roads, and could do so again if they

landfill and an increase in other disposal

According to accountants RSM, fuel

find the cost of operating their vehicles

routes such as recycling.

duty and VAT together account for

rising as a result of duty increases.

around 60% of the pump price of petrol

60

success. There is a growing awareness

has happened in France, which saw the

But there is compelling evidence that

On the other hand, the taxation of
electric vehicles presents something

and diesel. ‘You’d think, therefore, that

taxation can play an important role in

of a conundrum. The CCC reported

fuel duty would be a handy tool to

making economies greener. As Bull

that in Norway, 47% of all new vehicle

help the UK meet its climate change

says: ‘There is nothing new in the idea

sales in the 12 months to September

commitments,’ says RSM senior tax

that tax is one of the powerful levers

2018 were plug-in electric, with Sweden

partner George Bull. ‘Far from it: duty

available to governments to change

achieving a 7.5% share of new sales.
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Seeing red: Extinction Rebellion
climate change protesters in
London last month.
This was due in part to support through

operators to purchase and operate

Peter Graham suggests that rather than

the tax regime and other incentives.

zero-emission HGVs.

scrapping the scheme, incentives should

By contrast, in the UK, electric vehicles

These are just two examples of

be offered to the sub-contractors who

made up just over 2% of new car sales in

how taxation can be used to steer

install the equipment, which would

the 12 months to September 2018.

the economy towards lower carbon

encourage them to market the energy-

emissions. It is perhaps unfortunate

efficient products.

The CCC argues that, soon, financial

As Graham says: ‘Just because a

incentives will be required to support

then that the government is scrapping

the still early market of electric cars,

its 2001 enhanced capital allowances

scheme does not work does not mean

vans, small heavy goods vehicles

scheme for energy-saving technologies.

you have to get rid of it completely.

(HGVs) and motorbikes, until, from the

In theory, the scheme should drive

I believe it is important for the

private consumer’s perspective, cost

taxpayers to invest in energy-saving

government to use all the levers it can

parity is reached with conventional

technologies. Tax experts observe,

to help with climate change, and the

vehicles. This, the CCC predicts, is

however, that the process can be

current scheme could be simplified to

likely in the first half of the 2020s. It

frustrating, with sub-contractors not

deliver the change in behaviour it was

also recommends that vehicle and

incentivised to choose energy-efficient

supposed to achieve.’

fuel taxation from the 2020s should be

products because the tax benefit is for

designed to incentivise commercial

the end user. Instead, RSM tax partner

AB
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Blockchain
havens
The ‘nowhere yet everywhere’ nature of
blockchain makes it hard to regulate and
offers an opportunity to exploit certain
tax jurisdictions, says Omri Marian

Blockchain technology continues to

the execution is a decentralised

grows in popularity as its new uses

operation, neither of the parties to

are explored. We read more every

the contract can prevent it should a

day about how it is being deployed,

triggering event occur.

and the significant risks and benefits

a high level of anonymity because

autonomy and anonymity may be being

starting a blockchain ‘wallet’ is

exploited for illicit purposes.

essentially costless and does not require

In its essence, blockchain is a

identifying information. Moreover,

decentralised ledger that records

because blockchain is a decentralised

for Economic Co-operation and

ownership and value transfers. As such,

technology that ‘resides’ nowhere, there

Development’s Common Reporting

it provides a platform for autonomously

is no central jurisdiction that can impose

Standard (CRS) framework and the

executed applications. For example,

or enforce the collection of taxes.

Foreign Account Tax Compliance Act

users can programme a contractual

62

Blockchain applications also offer

it can bring. Yet its key features of

Because blockchain
is a decentralisted
technology that
‘resides’ nowhere,
there is no central
jurisdiction to
impose taxes or
enforce collection

In addition, blockchain does not

(FATCA) in the US, have been targeted

arrangement onto a blockchain, coding

require financial intermediaries in order

at financial intermediaries through which

in triggering events that automatically

to operate. Recent efforts against tax

tax evaders operate. Take the financial

execute contractual provisions. Since

evasion, including the Organisation

intermediary out of the transaction,

Accounting and Business June 2019
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crowdfunding

British Overseas Territories combined

platforms. In an

accounted for 36.7% of all global

ICO, a promoter

ICOs in 2017/18 in nominal terms

issues a blockchain-

– far outweighing the size of these

based digital token in

jurisdictions in the world economy.

exchange for value. Over the
past few years, the ICO market
has gradually grown in significance.

the international community with

413 ICOs raised more than US$10bn.

major challenges. Since blockchain

In 2018, 1,012 ICOs were successful in

applications are decentralised, they

raising funds to the tune of US$11.6bn

cannot be stopped once executed,

in aggregate. It is increasingly clear that,

even if the jurisdiction where they

while still dwarfed by traditional capital

started want to halt them. There is no

markets, ICOs are becoming a popular

intermediary or central authority to

way for entrepreneurs to raise funds.

regulate or coerce or to shut down
tamper-resistant. Transactions cannot

a keen interest in ICOs, and

be undone, unless most users agree

trying to position

(potentially requiring the agreement of

themselves as

millions of end users around the world).

For example, the Swiss
canton of Zug is
known among

If funds are fraudulently transferred
using blockchain, then the transaction
cannot be reversed.
The anonymity feature makes it

the blockchain

hard for wronged parties to identify a

community as

wrongdoer and seek legal recourse.

Crypto Valley, while

But blockchain ventures must

the application. The technology is

financial centres are taking

leaders in the field.

FATCA and the CRS framework.

The rise of blockchain centres presents

One study estimated that in 2017 alone

Many traditional offshore

and in principle you can work around

Black box

Malta has attracted the
epithet Blockchain Island.
Recent data on ICOs clearly

And the autonomous nature of
the technology means that even if
governments realise that the technology
will be used for illicit purposes in the

start somewhere. Someone has to

demonstrates the large role played by

come up with the idea and draft

offshore jurisdictions in the ICO market.

a business plan. Someone has to

For example, a survey of geographical

where blockchain ventures can be

write the code. Even if the eventual

distribution of ICOs has found that the

regulated is before they enter the

application is truly decentralised, the

top 25 jurisdictions in the ICO world

market – at inception. The international

original entrepreneurial process is

(both in terms of funds raised and

community will have to come to grips

not. Entrepreneurs may prefer a low-

the number of ICOs) include offshore

with this new challenge and develop

regulation environment to start their

centres such as Switzerland, Singapore,

a coordinated framework to address

venture in and they seek out parts of the

Gibraltar, Lichtenstein and Luxembourg.

such challenges and find a way to

world that offer this. The jurisdictions

Also on the list is Myanmar, which is far

regulate blockchain startups, especially

that can offer such regulatory refuge

outpacing many developed economies.

those that take advantage of the lightly

could become ‘blockchain havens’.

Another survey finds that, by number
of ICOs, the 10 leading jurisdictions

future, it cannot be stopped.
This all suggests that the only point

regulated environment of offshore
financial centres.

AB

Coining it

include Singapore (in second place),

There is some evidence that this is

Switzerland (fourth), Hong Kong (fifth)

Omri Marian is a professor of law and

already happening, at least when

and Gibraltar (eighth). And a third survey

the academic director of the graduate

considering the initial coin offering (ICO)

reports that Singapore, Switzerland,

tax programme at Irvine School of Law,

market. ICOs are blockchain-based

Hong Kong, the Netherlands, and the

University of California.
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The view from
Tom Danks ACCA, head of finance, GIG Retail, on his
leadership aspirations and celebrating successes

71%
of mid-market

My mum was a college

of two and report to the

companies

lecturer who taught

managing director.

globally plan

accountancy. I got the bug
early and never looked back.

to develop and
As a startup, we are a really

deploy AI solutions this year

agile business. We work

Source: EY Global Capital Confidence

After university I took an

very hard, but the company

Barometer

internship with a small

is flexible and wants to help

accountancy firm. I enjoyed

you achieve your own goals.

it, but hankered after working in

We also love to celebrate our successes.

Gay rights challenge

industry. I moved to Sydney for a role

This really motivates me.

Shell’s commitment to gay rights

at creative transformation company

is being challenged after the

WPP in its finance shared service

Our current focus is on exploring the

introduction of widely condemned

centre, bringing the finance functions

impact of growing the digital side

anti-gay punishments in Brunei.

from their different agencies together

of the business. Amazon has had a

Famous personalities led by George

into one place.

significant impact on the sector, and

Clooney have called on businesses

we’re looking at opportunities to

and individuals to boycott companies

I returned to the UK for an opportunity

help our largest client and its parent

owned by Brunei. This followed Brunei’s

with a small startup agency. Our

company fight back.

adoption of an extreme form of sharia

biggest client at GIG Retail is a Big

law, including the death penalty for

Four supermarket. We built a bespoke

GIG Retail supported me through

gay sex and adultery. Shell has strong

product based on the CRM software

my ACCA Qualification. My training

policies supporting LGBT+ staff, but

Salesforce, which helps the client and its

fees were paid, and I benefited from

is committed to a joint venture with

suppliers to build media campaigns that

five study days per exam and flexible

the Brunei government. Corporate

sell more products in store.

working to help juggle my studies and

governance group Eumedion told Shell

work. I chose to forego a number of

it expects the company to take action

The business is growing fast. There

exemptions and sat papers F6, F8 and

against Brunei’s new punishments.

were 10 employees when I joined. Today

F9 to refresh my knowledge and help

we have 60 people. I manage a team

me get into the swing of studying again.

Metro Bank takes action
Metro Bank is negotiating to raise an

As a startup we
are a really agile
business. We work
hard and also love
to celebrate our
successes

Over the next five years I want to

additional £350m equity to address

increase my experience of managing

a capital deficiency caused by an

people and to be seen as a leader of

accounting error. Business loans and

the business. Some of ACCA’s CPD

buy-to-let mortgages had been wrongly

resources can help me achieve this. A

categorised as personal loans, which

recent seminar focused on emotional

have a lower risk rating and so require

intelligence and encouraged me to look

less of a capital buffer. The bank is also

at how I work with people at different

reportedly seeking a buyer for part of its

levels, as well as how they see me.

higher-risk loan portfolio. It confirmed it
‘has commenced final discussions with

Outside of work I support Glasgow

shareholders and new investors, and the

Rangers. I love walking in the Scottish

feedback continues to be positive’.

Highlands and elsewhere.
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A fair day’s pay…
With more protection being extended to workers in the gig economy, Kate Upcraft
looks at how much more work for employers the Good Work plan will mean
Just before last Christmas the

planned for. Some proposals have

current 12-week count-back, workers

government published its response

already been legislated for and will

who have any sort of variation to their

to the Good Work plan it had

come into effect in April 2020, so these

normal week’s pay on a regular basis –

commissioned from Matthew Taylor,

are very real challenges to address.

for example, commission, bonuses and
even voluntary overtime worked at least

CEO of social change organisation
RSA. Taylor had been charged with

Holiday pay

looking at the UK labour market from

From April 2020, employees on variable

the perspective of the employee,

pay must have holiday pay calculated

overtime in holiday pay was established

considering whether the current suite

on the basis of the 52 weeks before

in the 2018 case of Brettle and others

of employment rights was fit for the

the holiday is taken, rather than the 12

v Dudley Council. However, that ruling

21st century.

preceding weeks as now. This will apply

may be further clarified, as Flowers and

CPD

Not traditional Conservative territory

66

The inclusion of ‘regular’ voluntary

only in Great Britain and not in Northern

maybe, but at the time that the report

Ireland (where employment rights are

was commissioned the prime minister

devolved). It also adds complexity for

wanted to reassure voters that leaving

recruitment agencies, who may be

the EU would not lead to a watering

asked to adopt differing holiday pay

down of workers’ rights. It’s hard to

calculations by clients depending on

argue about the appropriateness of

where the employee is based.

Taylor’s recommendations, but the

once a month.

Employees with variable pay are not

administrative burden and cost to UK

just hourly paid casual or zero-hours

employers, and the agents who serve

staff. The proposals include, as

them, need to be understood and

is already the case with the
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others v East of England Ambulance

post, recruitment agencies currently

Trust will be the first holiday pay case to

use the Swedish derogation. This

be heard in the Court of Appeal in May

allows agency workers to opt out of

2019 (the verdict was due after AB went

equal pay entitlements in exchange

to press), which also centres around
voluntary overtime.
Although little detail has been given
about how the holiday calculation
will work in payroll software (if at all),
it makes sense for employers to start
recording employee hours worked each
week as soon as possible in order to

It’s hard to argue
about the
appropriateness of
the plan, but the
burden needs to be
understood

start building up to a 52-week record,

for compensatory payment between
assignments. The derogation will be
outlawed from April 2020.

Enhanced T&Cs
All workers, not just employees, will
be entitled to receive enhanced
terms and conditions from their first
day, rather than within two months of

as the rules require employers to count

starting, as currently. This will ensure

Continuous service

both parties are clear about the main

employee’s work pattern mean there is

The 104-week run-on interacts with

contractual terms from the outset of

no straight run of 52 weeks worked prior

another change that comes into effect

the relationship, but further details will

to the holiday period.

in April 2020: continuous service.

need to be included, such as family

For example, if the employee were

Currently, a one-week work gap does

leave policies, the duration of any

to go on holiday in April 2020 and had

not constitute a break in continuous

probationary period, and information

not worked every week in the prior

service; from next April, gaps of up to

about entitlement to any benefits.

year, the employer would need to go

four weeks will not count as breaching a

back as far as April 2018 to find as many

period of continuous service. In addition,

Enforcement

weeks as possible if the total count were

other service-related entitlements such

Currently, the enforcement of

under 52. If, say, only 39 weeks in that

as statutory maternity pay, redundancy

employment rights is split between a

104-week period had been worked, then

and unfair dismissal protection will be

number of agencies such as HMRC,

total earnings would be divided by 39 to

extended to more workers.

which polices the national minimum

establish the holiday pay required.

After 26 weeks of employment,
casual or zero-hours
workers will also be

CPD

back as far as 104 weeks if gaps in an

wage, and the Gangmasters and Labour
Abuse Authority. Some rights such as
holiday pay are not enforced by any

able to request

agency, so abuses have to be pursued

a permanent

by employees through tribunals.

number of

The government is proposing a

hours or

comprehensive state-led enforcement

days. It’s

agency to cover all areas of employment

only a right
to request,

rights and holiday pay. Agents may be
hoping that HMRC doesn’t land the role

though, and

given its aggressive stance on national

employers

minimum wage compliance.

AB

will have three
months to make
their decision.
To avoid agency
workers getting
the same pay
and conditions
as permanent
employees after
12 weeks in

Kate Upcraft is a payroll consultant.
More information
Read the Brettle v Dudley judgment
at bit.ly/Brettle. Read the Good Work
plan at bit.ly/Good-Work-plan.
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd.
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Buyer beware

CPD

Businesses and their staff need to be alert to the growing effectiveness of criminals
exploiting online payment systems to divert funds into bogus accounts

Online fraud is as old as the internet

‘authorised push payment’ scams (where

criminals will try to acquire details from

itself and most of us like to think we’ve

victims are duped into making financial

businesses, such as the date when

grown wise to its most basic forms.

payments to criminals), despite these

regular payments are due, to make their

In the business world, that assurance

costing companies almost £93m in 2018.

approach more convincing.

is further cushioned by a belief that

UK Finance says there were 3,280

systems are in place to shut down

come in a variety of guises, invoice

invoice and mandate scam cases

any risk should a momentary lapse of

redirection has become a big worry. It

involving businesses over the year,

judgment put staff in direct contact

involves criminals targeting businesses

with an average loss per case of over

with criminals. It’s a comforting idea,

by posing as a regular supplier and

£28,000. Less than a third (£29.6m) of

but it’s far from the reality.

making a request, often by email,

the money lost to this type of fraud was

for their bank account details to be

returned to business customers.

Financial services trade association

68

While scams directed at business

UK Finance says its research has found

changed. Businesses are then tricked

over four in 10 businesses in the UK

into sending money to an account

was only the third most common type

are unaware of the risks posed by

controlled by the fraudster. Often the

of authorised push payment scam in

Although invoice and mandate fraud
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Stay safe
UK Finance recommends companies take the following steps to ensure invoices are

‘The consequences
of falling for a scam
of this nature can
be catastrophic and
result in the closure
of businesses and
redundancies’

from genuine suppliers:

*

Always confirm any bank account details directly with the company either on the

*

Criminals can alter emails to make them look genuine. Do not use the contact

*

If you are making a payment to an account for the first time, transfer a small sum

telephone or in person before you make a payment or transfer any money.
details in an email; instead, check the company’s official website or documentation.
first and then check with the company, using known contact details, that the
payment has been received to ensure the account details are correct.

*

Contact your bank straight away if you think you may have fallen victim to an

*

Ensure employees are aware of the push payment threat and how to counter it.

invoice or mandate scam.

they had no fraud awareness guidelines

impact is onerous, but the reputational

or training in place to deal with the

damage can shred a company’s most

problem. The scale of the issue has

important asset overnight.

prompted the police to issue a direct

For all that, complacency continues
to reign across the business world. A

of falling for a scam of this nature can be

joint study by Microsoft and Amarach

catastrophic and result in the closure of

Research published in early 2019

businesses and redundancies.’

highlights poor security habits among

Katy Worobec, managing director of

employees as one of the biggest risks

economic crime at UK Finance, says:

to companies. ‘Organisations can invest

‘Invoice fraud can happen to businesses

in robust data protection and security

of all sizes. It’s vital that all employees

measures, but their employees could

are trained to identify potentially

accidentally bring about a potential

fraudulent transactions and follow the

security disaster,’ says Des Ryan,

advice of our Take Five to Stop Fraud

solutions director at Microsoft Ireland.

campaign. The gangs behind this type

While businesses can and should

of fraud are increasingly sophisticated

invest in IT solutions to ensure that

and will often get hold of details that

scammers don’t siphon off payments to

allow them to pose convincingly as

their supply chain, the foolproof method

2018, it accounted for the largest share

regular suppliers. If a someone contacts

of dealing with the invoice redirect

of losses at 35%, totalling £123.7m.

you asking for a supplier’s bank account

scam is one that requires no particular

The majority of losses by value, some

details to be changed, always verify with

technology investment. The standard

£92.7m, were from non-personal or

that supplier separately on the phone or

procedure should be to simply verbally

business accounts. This reflects the

in person, using the contact details you

confirm with a known contact in the

fact that businesses make higher-value

have on file.’

supplier’s office whether the instructions
are genuine or not.

payments more regularly.
Research published during National

AB

Professional concerns

Fraud Awareness week in Ireland last

With research by security consultancy

November shows good reason for

Kroll showing that 89% of professional

concern there too. Over a third of

services firms worldwide reported

Irish SMEs said they were the target

fraud incidents in 2017, scams of this

of fraudsters during the previous year,

kind should be a major concern for the

and more than two-thirds admitted

accountancy profession. The financial

Donal Nugent, journalist
More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd.
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DATA PAGE
Bank Base Rates

Date
8.10.98
5.11.98
10.12.98
7.1.99
4.2.99
8.4.99
10.6.99
8.9.99
4.11.99
13.1.00
10.2.00
8.2.01
5.4.01
10.5.01
2.8.01
18.9.01
4.10.01
8.11.01
6.2.03
10.7.03
10.7.03
6.11.03

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

Retail Prices Index

Date
5.2.04
6.5.04
10.6.04
5.8.04
4.8.05
3.8.06
9.11.06
11.1.07
10.5.07
5.7.07
6.12.07
7.2.08
10.4.08
8.10.08
6.11.08
4.12.08
8.1.09
5.2.09
5.3.09
4.8.16
2.11.17
2.8.18

Rate
4.00%
4.25%
4.50%
4.75%
4.50%
4.75%
5.00%
5.25%
5.50%
5.75%
5.50%
5.25%
5.00%
4.50%
3.00%
2.00%
1.50%
1.00%
0.50%
0.25%
0.50%
0.75%

Source: Barclays

Mortgage Rates
Date
1.11.01
1.12.01
1.3.03
1.8.03
1.12.03
1.3.04
1.6.04
1.7.04
1.9.04
1.9.05
1.9.06
1.12.06
1.2.07
1.6.07

Rate
6.25%
5.75%
5.65%
5.50%
5.75%
6.00%
6.25%
6.50%
6.75%
6.50%
6.75%
7.00%
7.25%
7.50%

June 2019

Figures compiled on 7th May 2019

Date
1.8.07
1.1.08
1.3.08
1.5.08
1.11.08
1.12.08
1.1.09
1.2.09
1.3.09
1.4.09
4.1.11
1.10.16
1.12.17
6.8.18

Rate
7.75%
7.50%
7.25%
7.00%
6.50%
5.00%
4.75%
4.50%
4.00%
3.50%
3.99%
3.74%
3.99%
4.24%

Existing Borrowers - Source: Halifax

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

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

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

13th January 1987 = 100

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

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

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

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

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

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

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

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

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

2017
2.6%
3.2%
3.1%
3.5%
3.7%
3.5%
3.6%
3.9%
3.9%
4.0%
3.9%
4.1%

2018
4.0%
3.6%
3.3%
3.4%
3.3%
3.4%
3.2%
3.5%
3.3%
3.3%
3.2%
2.7%

2019
2.5%
2.5%
2.4%

Source: ONS

HM Revenue & Customs Rates
“OFFICIAL RATE”*

Effective Date
1.3.09
6.4.10
6.4.14
6.4.15
6.4.17

Rate
4.75%
4.00%
3.25%
3.00%
2.50%

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

INTEREST ON UNPAID / OVERPAID
INHERITANCE TAX

Effective Date
29.9.09
23.8.16
21.11.17

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

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

Effective Date
27.1.09
24.3.09
29.9.09
23.8.16
21.11.17

Rate
3.50%
2.50%
3.00%
2.75%
3.00%

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

Effective Date
6.11.08
6.12.08
6.1.09
27.1.09
29.9.09

Rate
2.25%
1.50%
0.75%
0.00%
0.50%

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

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

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

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

Late Payment of Commercial Debts
From
1.7.17
1.1.18

To
30.12.17
30.6.18

Rate
8.25%
8.50%

From
1.7.18
1.1.19

To
31.12.18
30.6.19

Rate
8.50%
8.75%

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

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

2016
0.59%
0.59%
0.59%
0.59%
0.59%
0.56%
0.49%
0.39%
0.38%
0.40%
0.38%
0.37%

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

2018
0.52%
0.58%
0.71%
0.71%
0.61%
0.67%
0.79%
0.80%
0.80%
0.82%
0.89%
0.91%

2019
0.91%
0.85%
0.85%

3 MONTH INTERBANK - closing rate on last day of month

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

Courts
ENGLISH COURTS

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

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

2015
1.3%
0.4%
4.3%
2.7%
2.7%
2.0%
3.6%
3.2%
2.0%
1.9%
2.1%
1.8%

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

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

Whole GB economy unadjusted
*Provisional

2016
2.7%
1.1%
2.3%
3.0%
2.4%
2.4%
2.6%
2.1%
2.5%
2.9%
3.0%
1.9%

2017 2018 2019
265.5 276.0 283.0
268.4 278.1 285.0
269.3 278.3 285.1
270.6 279.7
271.7 280.7
272.3 281.5
272.9 281.7
274.7 284.2
275.1 284.1
275.3 284.5
275.8 284.6
278.1 285.6

Source: ONS

2017
1.6%
2.4%
2.5%
1.3%
2.1%
2.9%
1.7%
2.4%
2.3%
2.5%
2.5%
3.2%

2018
2.8%
2.3%
2.6%
2.6%
2.5%
2.1%
3.3%
3.5%
2.8%
4.3%
3.4%
3.3%

2019
4.0%
2.9%*

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

2018
719.2
715.0
736.8
720.3
734.7
749.3
755.8
748.2
726.4
737.0
722.0
734.4

2019
718.5
753.0
755.3

Figures include bonuses and arrears
Source: ONS

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

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

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

All Houses (January 1983 = 100)

Exchange Rates

Certificates of Tax Deposit
up to £100K
£100K+ 0-1 mth
£100K+ 1-3 mth
£100K+ 3-6 mth
£100K+ 6-9 mth
£100K+ 9-12 mth

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

% Change Average Weekly Earnings

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

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

2013
2014
2015
2016
2017
2018
2019

YEN
143
172
178
161
139
149
144

MARCH
US$ SFr
1.52 1.44
1.67 1.47
1.48 1.44
1.44 1.38
1.25 1.25
1.40 1.34
1.30 1.30

Source: Halifax

on last working day

€
1.18
1.21
1.38
1.26
1.17
1.14
1.16

2012
2013
2014
2015
2016
2017
2018

DECEMBER
YEN US$ SFr
139 1.62 1.48
173 1.65 1.47
186 1.56 1.54
178 1.48 1.47
143 1.23 1.25
151 1.35 1.32
140 1.28 1.26

€
1.23
1.20
1.28
1.36
1.17
1.13
1.11

Income Support Mortgage Rate
Effective Date Rate

Effective Date Rate

Effective Date Rate

17.6.07
12.8.07
13.1.08

16.3.08
18.5.08
16.11.08

1.10.10
6.7.15
18.6.17

7.08%
7.33%
7.08%

6.83%
6.58%
6.08%

3.63%
3.12%
2.61%

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

SCOTTISH COURTS

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

NORTHERN IRISH COURTS
Funds in Court: Special Rate (persons under disability) 0.5% w.e.f.
1.7.09 (previously 1.5% w.e.f. 1.6.09). Basic Rate (payment into court) Judgment Debts: High Court: 8% w.e.f. 19.4.93 (previously 15% w.e.f.
2.9.85). County Court 8% w.e.f. 19.4.93 (previously 15% w.e.f. 19.5.85).
0.1% w.e.f. 6.6.16 (previously 0.3% w.e.f. 1.7.09).
Interest on amounts awarded in Magistrate Courts 7% w.e.f. 3.9.84.
Interest in Personal Injury cases: Future Earnings - none. Pain &
Suffering - 2%. Special Damages: same as “Special Rate” - see Funds ADMINISTRATION OF ESTATES
in Court above (½ Special Rate payable from date of accident to date England & Wales: Interest on General Legacies: 0.1% w.e.f. 6.6.16 (previously 0.3% w.e.f. 1.7.09). Interest on Statutory Legacies (for deaths
of judgment).
before 1 October 2014): 6% w.e.f. 1.10.83 (previously 7% w.e.f.
Interest Rate on Confiscation Orders in Crown & Magistrates Courts: 15.9.77): Interest on Fixed Net Sums (for deaths from 1 October 2014):
Bank of England rate at date of death (currently 0.50%) w.e.f. 2.11.17.
same rate as applies to High Court Judgment Debts.

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

Data specially compiled for

by www.moneyfactsgroup.co.uk

The UK’s largest provider of savings and mortgage data

Tel: 01603 476476
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The view from
Muir Laurie, deputy director of exchequer and business
assurance services, London Borough of Hillingdon

£10m
Savings expected from

I was promoted in January.

When I first took over

Surrey County Council’s

Previously I was head of

internal audit there was a

plans to scrap 200

business assurance, which

team of 12 delivering 70

council buildings and

has four main areas: internal

pieces of audit work a year.

relocate its HQ

audit, counter fraud, health

We now have a team of

Source: Surrey

and safety, and risk and

seven delivering 63 pieces

County Council

insurance. Now I am deputy

of better quality audit work

director and have taken on

a year. Having just taken

exchequer services as well, including

over exchequer services, my mandate is

NHS plan ‘in jeopardy’

council tax collection, business rates

to make similar process improvements.

MPs have warned that the NHS long-

collection, benefits/universal credit, and

I have a budget of about £10m of

term plan has been placed ‘in jeopardy’

corporate debtors and payments.

expenditure and about 200 staff.

by the precarious state of finances in

Funding in local government has gone

At the moment I’ve got more than 50

100,000 staff. In its report NHS financial

down year on year since 2008. As a

staff processing benefit applications,

sustainability: progress review, the

local authority we’ve made over £50m

but that same level of resource

Public Accounts Committee warned

in savings in recent years. We try to

might not be required if universal

that the overall financial picture masks

continue to deliver services, but in a

credit is fully implemented by central

serious disparities in the performance

more efficient way. It’s about how we

government. Another current issue

of individual trusts and clinical

can deliver the same level of service on

is the potential retention of business

commissioning groups (CCGs); that

a lower budget or a better service within

rates. At the moment it goes back into a

staff shortages are a major obstacle to

the existing budget. Often this is about

central government pool. We have some

NHS financial viability and delivery of its

process improvement as well as financial

very big businesses in our borough, so

plan; and that there remains no clarity

management. Instead of handling

with the possibility of business rates

over future funding for adult social care,

something three or four times, can we

retention, Hillingdon would potentially

capital, public health and education.

just touch it once or twice, so stripping

be in a better position.

the service and vacancies for around

Part-time worry at BMA

out layers of unnecessary processes and
using technology more smartly?

It’s about how
we can deliver
the same level of
service on a lower
budget or a better
service within the
existing budget

My advice to others starting out is that

The British Medical Association has

you have got to work hard if you want

warned that an increasing number

to be successful. You’ve got to work to

of hospital consultants are likely to

get the full professional qualification. I

work part-time as a result of new

would not have got to where I am today

pension rules. In a letter to Chancellor

without my ACCA Qualification. Having

Philip Hammond, the BMA said that

a good boss also helps, and taking

adjustments to annual and lifetime tax

advantage of mentoring opportunities

allowances on pension savings mean

is important.

that some doctors are losing money by
working longer hours. It claimed that

Away from work I am a governor at

changes were essentially forcing the

my son’s local academy school. I’m

most experienced doctors to retire,

also an FA-qualified football coach,

abandon leadership positions and stop

and I manage the U15 Rangers team at

covering vacancies.

Camberley Town Youth FC.
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The perfect mix
Social mobility is flourishing in the Civil Service, which wants to have a workforce that
reflects the diversity of the UK and where all staff can achieve their potential
There is much more social mobility

with a privileged background who were

in the public sector than the private

‘old boys’ of the great public schools.

sector. One of the benefits of this

But in recent years governments have

greater social mobility is that it

committed to opening up the Civil

increases public trust in government
and the state. We know this because
of the detailed research that went
into the ACCA report, Purpose and
the profession: Social mobility and the
public sector.
In the past it has sometimes seemed
as if reaching the top of the British Civil
Service was largely restricted to those

72

‘We have had
eight government
departments in the
top 50 of the Social
Mobility Employer
Index’

Service – right to the very top.
‘Social mobility is part of the drive
to achieve a more diverse workforce,
including socio-economic diversity,’
explains Bernadette Kelly, the Civil
Service’s social mobility champion
(see panel). ‘We have the objective of
being the most inclusive employer in
the UK by 2020, part of what we call the
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Brilliant Civil Service programme,’ she

Over recent decades the Civil Service

adds. ‘Obviously that includes socio-

has made more use of professionals,

now seen as being more committed

economic diversity.’

including the recruitment of qualified

to equal opportunity recruitment than

accountants. This in itself tends to

some parts of the business world.

Service works for the public and

increase the diversity of the Civil

‘We embed transparency and fairness

employs a huge staff, ‘it’s really

Service, as accounting professionals

into our recruitment process and in

important to be a great employer and

are less likely to have come through

our systems for progression in a more

representative of the public we serve’.

elite universities than would be the

consistent way than some private sector

She adds that the Civil Service has

case for the more generalist senior

organisations, so progression on merit is

been thinking about gender and

civil servants who fill the ranks of

more likely,’ says Kelly.

ethnicity, disability and talent attraction,

the ‘mandarins’.

Kelly says that because the Civil

for some years, ‘but social mobility is
something we have begun to think more

The Civil Service is pleased that it is

‘I’m certainly not going to claim

ACCA’s research again backs this

massive success, but there is a kind of

up, finding that finance professionals

interest and enthusiasm in the subject

deeply about more recently’.

Getting the facts right

Double champion

As with any management initiative,

Bernadette Kelly is permanent

addressing the problem requires

secretary at the Department for

it first to be defined. So one of the

Transport and the Civil Service’s social

priority actions being undertaken by

mobility champion. She was the

the Civil Service is to obtain data that

natural choice when the late Jeremy

will give it a better understanding

Heywood, then head of the Home

of the background of its staff and

Civil Service, sought a replacement for

how diverse the organisation already

Jon Thompson, its first social mobility

is. As a result, it has embarked on

champion. As well as being social

a large-scale survey, inviting every

mobility champion, Kelly is the Civil

civil servant to provide personal

Service’s local champion, with the task of

information on their background and

increasing recruitment from across the

history. This will enable government

UK’s regions.

departments to tailor policies to
improve employment access.
The Civil Service already does

Bernadette Kelly, the Civil Service’s
social mobility champion

Kelly’s background is not a conventional one for a senior civil servant. Not only is
she a woman, but her father was a bus driver, she is from Birmingham and her degree
was from Hull University, rather than Cambridge or Oxford. ‘I think that’s why I got the

some things very well in terms of

gig,’ she says. ‘It was something that motivated me to want to do it. I come from an

attracting people from a wide variety

ordinary background, which I think means people can connect with what I’m saying.’

of backgrounds. ‘We know that there
are some areas of the Civil Service that
are doing fantastic work in reaching out

in government tend to have a high

across the Civil Service. I feel as if we are

to schools and universities, and also in

level of social diversity. ‘Those people

tapping into something.

geographic cold spots, to ensure that

who consider joining the Civil Service

we have variety in the sorts of people

as part of a profession tend to view

gathering data across all our employees.

we’re attracting,’ says Kelly.

it through a different lens from those

Very few employers can say they are

who joined it because they want to be

doing this. And we have had eight

social backgrounds has to include

Whitehall mandarins,’ explains Kelly.

government departments – the

potential enrolment onto fast-track

‘The accountancy profession and the

Ministry of Justice has been most

schemes, which are the entry route

Big Four firms are doing fantastic work

successful – in the top 50 of the Social

to the most senior positions. It also

on mobility. We are keen to see where

Mobility Employer Index. That is

involves apprenticeships, which can

we can learn from what’s been going

pretty impressive.’

be used to attract people from diverse

on in the accountancy sector and from

backgrounds into the professions.

initiatives like theirs.’

That focus on non-traditional

‘I really am pleased we will be

AB

Paul Gosling, journalist
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Presence in presenting
In the latest in our ‘basics’ series, Sudha Mani flags the potential pitfalls of
presentations and the solutions to bring them back on track
Accountants can often find themselves

is also a good technique to use if you

you have a couple of minutes left to

standing in front of an audience to

get a bout of nerves or your mind goes

summarise, reiterating your solution or

explain a technical topic, or pitching

blank at any point.

call-to-action. This will keep the energy

for business from new clients. When

solve the problem given time, and if it’s

a possibility that something will go

appropriate to the situation, you could

wrong. It may be a technical issue, an

keep your audience onside by telling

audience and handling the room

internal political issue, the Q&A session

them something about the topic or

is a key skill. Clearly you will have

may become difficult or your nerves

asking a quick question. Is something

done your research when pitching to

may kick in unexpectedly.

related to your topic in the news? If so,

potential clients. Make sure you know

you could ask for views on that.

as much as possible about who will

occasion I was pitching for funding. For

Always have a copy of your

rather than drifting to a close.
For any presenter, sizing up an

be attending the meeting, as you can

the two speakers before me everything

presentation printed. If the technology

use this information if the presentation

went swimmingly. When I stood up,

won’t work you have a backup to work

gets tricky.

however, the technical guy could not

from. If there is a flipchart or whiteboard

get my presentation on the screen. He

in the room, be ready to use it to

An answer for disrupters

kept trying, but nothing appeared. It is

illustrate points. Demonstrating your

In business meetings you may well

a reminder that you should always test

ability to keep calm and carry on can

encounter the disrupter. This type of

the technology before your presentation

only enhance your credibility with both

person attends the meeting, is passive-

– and even then it can go wrong. This

clients and colleagues.

aggressive or asks deliberately awkward

is an opportunity to demonstrate

questions. You need to handle these

Any questions?

people very carefully because they

Take a deep, slow breath in and

Q&A sessions can be very stressful if

could be decision-makers with the

exhale slowly for around 20 seconds.

you feel for any reason you are losing

authority to make or break a deal. There

This will help you detach and give

control, perhaps to someone in the

may be times when you are unfortunate

you space to refocus. Remind yourself

audience who asked a hostile question.

enough to be caught in the middle of

that you know your subject and have

When someone makes an objection –

internal client politics.

planned what you are going to say. This

perhaps because they have a different

your professionalism.

Where possible,
prime the
meeting organiser
or a colleague with
a question to get
things started

There are several strategies to

view on a technical issue from you –

handle this type of situation. Listen

answer them. Often you’ll find this will

to the person, thank them, let them

trigger other people to ask relevant

know that it can be revisited at the

questions and move the discussion on.

end of the meeting. When their turn

But what if your audience stays silent?

74

high at the end of your presentation

you give a presentation there is always

Technology is often the culprit. On one

CPD

If you think technical support will

comes, give them a minute or so. Then,

Where possible, prime the meeting

politely, cut them off with something

organiser or a colleague with a question

like: ‘You seem to have quite strong

to get things started. Alternatively, you

views on this subject. Let’s take it

can say: ‘A question I am often asked

outside this meeting, as we are running

is...’, and then answer it. This should get

out of time. Hope that is OK with you.

the ball rolling.

Thanks a lot.’

Always keep control by ending a

If someone frequently interrupts,

Q&A session with your key message.

politely take the control back when he

This means managing your time so that

or she comes to a pause. You can also
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CPD

avoid making eye contact, unless there

from the start. Once engaged, you can

Sudha Mani is a business technology

is a point when you want to give your

keep the audience with you. In some

consultant and representative of

interrupter a cue to speak. Otherwise,

situations you may be able to give

Toastmasters International, a not-for-

focus on other audience members and

explicit instructions to have phones

profit organisation that provides training

keep going.

turned off.

in communication and leadership skills.

Other challenges can include the

Inevitably, presentations will go

over-enthusiastic smartphone users.

wrong from time to time. If you have

You need to work hard on preparing

prepared, know your subject and your

the opening of your presentation so

audience, you’ll be able to handle

that you are sure to grab their attention

whatever occurs.

AB

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd.
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Hammer time
Natalie Milsted FCCA, FD at auction house Woolley & Wallis, explains her love of live
auctions, her weakness for jewellery, and what it’s like to operate without a budget
Natalie Milsted FCCA works in a culture
that could drive other finance directors

i

Basics

VAT. That cash flowing through the
business is many times the turnover in

mad. ‘Our executive chairman doesn’t
believe in budgets; he believes in the

£19.8m

the accounts, which records the buyers’

quality of the catalogues and how

The hammer turnover of Woolley &

premiums and sellers’ commissions.

the clients react. We don’t look at the

Wallis from January to December 2018

Business seems largely impervious to
normal economic headwinds, selling

figures with the departments. It is that

30

being driven instead by ‘death, divorce

The number of sales held each year. The

and debt’. The March 2018 Novichok

auctioneer Woolley & Wallis Salisbury

company also holds monthly valuation

nerve agent attack in Salisbury did keep

Salerooms. Over the past decade it has

days where anyone can bring anything

a few buyers away from the sales rooms,

attitude that makes us so successful.’
The business is Wiltshire-based

but there are other means of bidding.

laid claim to the title of the UK’s most
successful regional auction company

£1.7m

‘We work on the basis of integrity – our

based on hammer sales, which in 2018

Sale price of The Northern Girl (1987)

clients know that,’ says Milsted. ‘They

amounted to £19.8m. Its key intangible

by Yang Fei Yun, one of the 13 £1m-plus

entrust us with personal aspects of

asset is its reputation, built on the

sales outside London that Woolley &

their lives – objects that are very special

expertise and knowledge of the staff,

Wallis has achieved

to them. And through work such as
insurance valuations, we are part of their

and boosted by strong ties to brands

lives for a long time.’

such as the BBC’s Antiques Roadshow.
Milsted says she has heard the

roles at a house builder, in the oil sector

Staff can bid in auctions just like any

business – founded in 1884 – described

(inevitable in north-east Scotland) and

other client. ‘My weakness is jewellery,’

as an ever-evolving museum full of the

even a spell in a practice to gain further

she says. ‘The head of the department

curious, the wonderful and the strange.

practical experience.

knows exactly what I like. But I don’t like

‘Unless I had the ACCA Qualification

holding items like ceramics; I’m terrified

Determined effort

I could not get the jobs that I wanted,

After school in Salisbury, Milsted’s

even though I knew I could do

introduction to this world was when

them,’ says Milsted. ‘ACCA gives you

Risk factors

she worked as a finance assistant at the

confidence. I would not have been

Aside from the personal risks of gem

auctioneers. She moved to Aberdeen

offered this job without it.’

buying and breakages, Milsted sees

in 2005 as her husband’s job changed,

When family circumstances changed

I’ll break them.

two key corporate risks. The first is the

combining working in finance with

and she and her husband moved back

reputation of the sector as a whole,

looking after a young family. ‘I did it all

down south, Milsted was lured back to

not just company-specific: ‘We spend

the wrong way round,’ she says. ‘I got

Woolley & Wallis at the second time of

a lot of time researching items. Our

to 30 and realised I had all the practical

asking. Initially she took on the company

specialists are given free rein to ensure

experience, but not the qualifications.

secretary role and then in 2018 joined

we get it right. It is rare, but stolen and

the board. Her passion for the business

fake items do turn up.’

So she enrolled with ACCA, did

76

price, plus a 25% buyer’s premium, plus

distance learning at weekends, sitting

is evident. ‘The tone is set by the board;

three or four exams a session, and four

it doesn’t feel like coming to work.’

The second is loss of key specialists.
If an expert left, a department could

years later became a member. ‘I was

Whether or not it seems like work,

determined to get it done,’ she says.

selling at auction is at the heart of this

is low, with many like Milsted having

Her experience encompassed financial

enterprise. Buyers pay the hammer

connections stretching back many

struggle to continue. But staff turnover

Accounting and Business June 2019

UK_P_Milsted.indd 76

09/05/2019 14:37

‘Clients entrust
us with personal
aspects of their
lives – objects
that are very
special to them’
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years. ‘For instance our head of tribal
artefacts started out as a porter,’ she

i

Tips

hold with budgets, Milsted does
track estimates and sales prices,
and the percentage of lots that are

says. The family feel is completed by

*

’Never be afraid to say you don’t

sold. A relatively small business,

know the answer and to go away

Woolley & Wallis still has to deal with

staff who work only when sales are

and find out. Everything changes

minute detail. It sells 1,000 lots in a

taking place, welcoming and handling

all the time. Situations are often

month, and the accounts function

the phone-based bidding.

complex, and you want people to

has to process all those payments.

trust what you tell them.’

Specialist auction software logs and

the fact that around a third of the 70plus people on the payroll are viewing

Milsted lives equidistant between

tracks an item and is used to store

the city centre sale room and a new

*

‘Don’t forget that the people you

its description. A recent project that

work with often aren’t accountants;

absorbed Milsted’s time was leading

The company also has a central

they don’t understand why you

on setting up an online bidding system,

London Mayfair base. On rejoining,

need a certain piece of paper.

then examining the statistics on how it

one of her first tasks was helping to

We’re a support function making

is being used.

oversee the completion of the new-

life as easy as possible.’

building housing that amalgamates
previously scattered departments.

She has mixed feelings about digital:
for her it will be a sad day when the

building project and bringing the

auction happens in an empty room with

warehouse into use.
away from them so they can do what

everyone online instead. ‘I come and

compliance. ‘We buy and sell all over

they do best.’ And the business often

watch every auction and I encourage

the world and our specialists don’t

throws up what Milsted describes as

other staff to do the same. I love it.’

want to be bothered with admin such

‘VAT funnies’ that have to be dealt with.

Her role encompasses a lot of

as imports and exports. I take that

UK_P_Milsted.indd 78
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Events update
ACCA has a broad programme of over 200 events and webinars this year, providing
you with CPD, valuable technical updates and excellent networking opportunities
Professional courses

of 29 sessions. Mix and
match between business

Channel Islands conference

and finance, taxation

12-14 June, Jersey,

and law and professional

residential £875,

development to gain

non-residential £695

maximum benefit from the

21 CPD units

conference programme while

Our annual conference for

fulfilling your annual CPD

accountants in the Channel

requirements.

Islands returns to this month.
Sessions will include:

Practitioner conferences

*

UK GAAP and tax

21-23 November, Chester,

Accountex – priorities for practitioners

updates covering

from £699

In ACCA’s theatre at London’s Accountex exhibition last month

Guernsey/Jersey

21 CPD units

experts focused on the priorities for small and medium sized

specifics.

ACCA’s flagship conference

practitioners. Here are some takeaways.

*

crypto-currency and the

for practitioners provides an

Embrace technology Technology doesn’t change everything

AML risk

opportunity to refresh your

but allows accountants to move away from repetitive tasks and

*

global economic and

technical knowledge and

spend more time with clients. Firms that embrace the cloud

UK economic outlooks

discuss common issues with

have more staff, increased client retention and higher revenue.

(including Brexit impact)

like-minded accountants.

Migrate your systems Understanding the processes behind

*

caring for your clients is key to a good transition. Practices

battle of the robots
– what lies ahead for

Webinars

need a change plan and business champions.
Attract and retain talent You need a clear message about

finance professionals

*

How to be a diva at

Women’s Wednesdays

where your firm is going and to find a way for different

public speaking

Register now to watch live

generations to work together. Show your employees where

*

Looking after your

or on demand any of these

they can go within the firm if they choose to stay.

mental health using the

three webinars:

The future of practice Clients expect more from their

‘five ways to wellbeing’

*
*

Creating a winning CV

accountants, who now have to work out what kind of business

Harnessing the power of

they want to be.

*

How to win at interview.

*

The edge of the
unknown – managing
innovation, people

LinkedIn

and change in times of

Register to attend at

uncertainty.

bit.ly/womenswebinars.

See ACCA’s social media channels to watch video highlights.
More takeaways are available at bit.ly/ACCA-practitioners.

deliver for its customers.

transformation: behind

Autumn update

Amazon behind the scenes

ACCA is also hosting a

the scenes at Amazon’ on

24-26 October, Manchester,

Join us at one of eight

webinar with Amazon

ACCA’s CPD Resource Finder

from £1,289

behind-the-scenes tours

on how technology can

on accaglobal.com to find

21 CPD units

of Amazon fulfilment

help drive your business

the event closest to you, or

This conference provides you

centres across the UK to

forward. Search ‘Digital

to register for the webinar.

with a flexible programme

see the latest innovative

where you can choose

technology involved

the most relevant 11 out

in Amazon’s efforts to

More information
Find out more at events.accaglobal.com

June 2019 Accounting and Business

UK_A_Events.indd 79

AB

79
10/05/2019 12:22

A world of difference
Volunteering your financial and advisory skills on a placement with a non-profit in an
emerging market could make all the difference to them – and probably to you too
Accounting for International

– unpaid volunteers who

Development (AfID) has

can find themselves far

Measuring the difference

been providing accountants

from home in a strange

In its 10-year history, AfiD has:

with volunteering

environment taking on
unfamiliar challenges – may

*

placed 1,300 accountants from 50 countries with more than

opportunities across a range
of non-profit organisations

be less clear. However, by
taking on a volunteer role,

*

supported the volunteers, who have provided in excess of

around the world for a
decade now. The charity,

accounting professionals

which since its inception

are rewarded with a hugely

has arranged assignments

satisfying experience that

*

provided assignments tailored to individual volunteers’

for more than 1,300

will serve them well both

accountants from over 50

personally and professionally.

500 not-for-profit organisations
250,000 hours of pro bono work – the equivalent of more
than £12m of professional services
skills, availability and preferences in as little as three weeks.

countries, puts volunteers

Emma Dark FCCA, who is

in touch with organisations

a director at Dark Consulting

that need a range of

in the UK, has done two

financial expertise – to the

stints as an AfID volunteer

Tailored to you

wanted to volunteer in

benefit of both.

– in Cambodia and Haiti.

So many placements are

Africa, and was available for

‘Completing a placement

available that choosing

three weeks in one particular

free, high-quality advice is

really is a life-changer,’ she

where to go may seem

month. AfiD provided a

beneficial to charities, the

says. ‘The small changes I

daunting, but AfiD aims to

range of assignment options

advantage to accountants

was responsible for made a

make the decision simple.

tailored to his preferences.

While it’s easy to see why

huge difference to the way

Moeed Khalid ACCA, who

the charities functioned.’

works in corporate finance
at Fauji Fertilizer in Pakistan,

‘I had the option
Moeed Khalid ACCA (centre) says that after his placement in Ghana he would take
another assignment ‘in a heartbeat’.

of choosing from five
organisations, each in a
different country in Africa,’
Khalid says. After a series
of in-depth discussions by
phone, he was provided
with case studies, online
material about accounting
for non-profits, travel
guides, and help with visas
and vaccines. ‘It wasn’t a
long or difficult process at
all,’ he adds.
The tasks volunteers
are asked to do are not
necessarily complex but are
still very valuable. Dustin
Johnson FCCA, a Canadian
working as division controller
at Waste Connections in the

80
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US, went to Cambodia for his
first placement. He helped
the charity Restore One,
which teaches basic skills.
‘Their greatest need
was implementing cash
controls,’ Johnson says.
‘Nobody had any kind of
accounting experience, so I
provided instruction on how
to close the restaurant till
each day, how to count the
cash on hand, how to enter
a deposit. I then helped
reconcile the cash section on
the balance sheet.’
On his second placement,
he advised the founder of
Creating Opportunities for
Guatemalans on reviewing
accounts, performing

Emma Dark FCCA (left) has completed two voluntary assignments for AfID –
in Haiti (above) and Cambodia.

account reconciliations,
devising best practice

of a placement: ‘Don’t

a tourist, making it that much

he recommended being

and completing annual

go overboard in trying to

more meaningful.’

implemented, and enjoyed

government returns.

prove yourself to your host

being the first to give

organisation,’ he says. ‘You

Personal reward

financial advice to the new

Biggest challenge

need to ensure you take the

The benefits to the volunteer

organisation.

The biggest challenge in a

time to visit the country and

professionals are numerous.

placement can be the non-

explore. Set an agenda of

Johnson says that finding he

volunteer, which meant

technical elements. Dark,

achievable goals that you

was able to meet a variety of

I could leave a first

for example, worked for an

want to accomplish during

new challenges made him a

impression and set a path

organisation called Haiti

your stay. As a volunteer,

more confident person, with

for subsequent volunteers to

Communitere, which co-

you aren’t expected to

improved communication

follow,’ he says, adding that

ordinates the efforts of many

do everything.’

and leadership skills.

he would volunteer again ‘in

different charities in Haiti.

AfiD also provides a

Khalid, who volunteered

‘I was a maiden accounting

a heartbeat’.

‘plus-one’ service for

for the Practical Education

rubble [in the wake of a

accountants who want to

Network in Ghana, prepared

year, AfID hopes to place 200

catastrophic earthquake],’

help but would like to take

an organisation-wide finance

accountants. With plaudits

she recalls. ‘I was in the

a companion with them to

manual, which covered

from the volunteers featured

thick of it.’ She dealt with

share the experience, even

everything from accounting

here ranging from ‘truly

the stress by taking time

if that person isn’t in finance.

policies, payroll tasks,

enlightening’, ‘incredible

out and making the most

Johnson was accompanied

bank reconciliations and

experience’ and ‘highly

of the experience. She

by his partner Nancy, who

the capitalisation of fixed

recommended’, what’s

found herself in a quiz team,

taught English while Johnson

assets to a budgeting and

stopping you?

going to musical events and

helped with the accounts.

forecasting system. He takes

clubs, and trekking over a

‘She loved her experience,’

satisfaction from the software

mountain range.

he says. ‘Volunteering also

‘People were living in the

Khalid also emphasises
the importance of this part

allowed her to build more
friendships than simply being

In this its 10th anniversary

AB

Matt Warner, journalist

More information
Learn more about volunteering at afid.org.uk.
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suitable for automation,

and available to non-

and the sorts of activity

course called ‘Robotics
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The course aims to

in finance: the future’. It
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understand the following:

with ACCA’s strategic partner
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CA ANZ and is based on the

the major disruptions
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*
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