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Welcome
With Accountex taking place in London this month, this edition explores 
developments in software – from practical advice to longer term trends

cloud (page 18), practitioners’ views of 

accounting software solutions (page 62), 

and how accounting applications are 

serving the finance function across the 

not-for-profit sector (page 68).

We continue ACCA’s theme of ‘the 

power of digital’ this month – for 

example, exploring the rise of machine 

learning and how its role as a prediction 

generator can help accountants better 

serve clients (page 36), and the need 

for robust cybersecurity measures 

(page 38). 

And as we reach the end of the 

football season, we take a look at 

how the sport has proved a significant 

money- and reputation-spinner for the 

large accountancy firms (page 30).

Finally, those of you receiving the 

print edition may have noticed AB’s new 

potato starch wrapping, designed to 

destroy itself so it doesn’t destroy the 

planet. You could help even further by 

switching to the digital edition of AB. 

Go to accaglobal.com/ab. AB

Jo Malvern, editor

joanna.malvern@accaglobal.com

It is over 10 years now since cloud 
computing started to gain traction 
beyond the niche, early-adopter 
market. Accountancy is arguably one of 
the sectors most signficantly impacted 
by the development of this technology. 
It has been a revolution for small 
businesses too, and with Making Tax 
Digital coming into force last month, 
the government is also catching up.

Not everything in the garden is 

rosy, by any means. But developers 

continue to make huge strides to 

improve and broaden their offerings 

and upgrade functionality and 

interfaces. With Accountex taking place 

in London this month, much of this 

edition of AB is given over to looking at 

current trends and challenges around 

software for the profession.

Our cover story is an interview with the 

managing director of one of the market’s 

major players, Xero. Gary Turner talks 

about joining the company 10 years ago 

in a leap of faith and how this has paid 

off for him – and for the business. 

We also look at considerations for 

companies making the move to the 
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French street artist JR and 
400 volunteers plastered 
paper around the Louvre 
Museum’s glass pyramid 
in Paris to celebrate its 
30th anniversary. The 
paper, which created the 
optical illusion of a rocky 
ravine, was destroyed by 
visitors within hours.

Experts restoring a 
painting thought to have 
been a fake of Botticelli’s 
Madonna of the 
Pomegranate have found 
it was actually created in 
Botticelli’s own studio. 
The most recent sale of 
the artist’s work was in 
2013 and fetched £7.9m.

On his recent visit to 
the Cayman Islands, 
the Prince of Wales 
urged offshore investors 
to invest in climate 
change solutions. He 
said he was concerned 
about the ‘accelerating, 
catastrophic’ crisis of 
global warming.

Tottenham Hotspur 
played its first game at its 
new ground last month 
(beating Crystal Palace 
2-0). The £850m stadium, 
which holds 62,062 fans, 
is the UK’s second largest 
football stadium, after 
Manchester United’s 
Old Trafford.
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Blockchain changes the game
Almost half of c-suite executives in the technology industry 

believe that blockchain is likely to change the way they do 

business in the next three years. According to respondents 

to KPMG’s seventh Technology Industry Innovation Survey, 

the top benefits will be improved business efficiencies (23%), 

product and/or service differentiation (12%), cost reductions 

(9%) and new business insights (9%).

Likelihood that blockchain will change the way your company 
does business in the next three years

Percentages do not add up to 
100% due to rounding.

Very likely 

48%
27%

24%

Very likely/ 
Likely

Not likely/ 
Not at all likely

Neutral

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

Interserve collapses
Interserve, one of the UK 

public sector’s largest 

contractors, has collapsed, 

with all its business and 

assets being sold to a 

new company controlled 

by its lenders. Interserve 

reported its 2018 results in 

February, announcing an 

operating profit of £92.7m 

for the year but a net loss 

after tax of £128.9m and 

net debt of £631m. The 

company will continue 

trading under the Interserve 

Group name. ‘The group’s 

transformation programme 

will continue,’ said its CEO 

Debbie White. ‘Interserve 

is fundamentally a strong 

business, and with a 

competitive financial 

platform in place we see 

significant opportunities 

ahead as a best-in-class 

partner to the public and 

private sector.’ EY partners 

Alan Hudson and Hunter 

Kelly are the administrators. 

(See also ‘Treacherous 

triangle’, page 26.)

MPs call for pay cap
Executives’ pay should 

be capped to prevent 

‘huge differentials’ and 

‘over-generous’ incentives, 

the House of Commons 

Business, Energy and 

Industrial Strategy 

committee has concluded. 

The report noted that 

over the last decade chief 

executives’ earnings in the 

FTSE 100 increased four 

times more than national 

average earnings, with 

FTSE 100 chief executives 

earning around £4m a year. 

Committee chair Rachel 

Reeves said: ‘Eye-watering 

and unjustified CEO pay 

packages are corrosive of 

trust in business and threaten 

to undermine the public’s 

support for the way our 

economy operates.’

MTD slowdown
Papers accompanying the 

Spring Statement confirmed 

that Making Tax Digital 

will not be extended to all 

VAT-registered businesses 

until at least 2021 and that it 

will not be imposed for the 

time being for income or 

corporation tax. Businesses 

have been told that HMRC 

will adopt a ‘light-touch’ 

approach to enforcement, 

with no filing or record-

keeping penalties to be 

imposed where businesses 

are doing their best to 

comply.

Late payment 
Chancellor Philip Hammond 

used his Spring Statement 

to announce what he called 

‘definitive action to tackle 

the scourge of late payments 

for our small businesses’. 

He explained that while 

more details would be 

announced later, ‘as a first 

step we will require company 

audit committees to review 

payment practices, and 

report on them in their 

annual accounts’. 

Goldman Sachs fined
Goldman Sachs International 

has been fined £34.3m by the 

Financial Conduct Authority 

(FCA) for failing to provide 

accurate and timely reports 

on transactions over a 10-

year period ending in March 

2017. According to the FCA, 

Goldman Sachs made more 

than 220 million errors in its 

transaction reporting. Mark 

Steward, the FCA’s executive 

director of enforcement 

and market oversight, said: 

‘The failings in this case 

demonstrate a failure over 

an extended period to 

manage and test controls 

that are vitally important to 
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Audit break-up
There should be a ‘full 

structural break-up of the 

“Big Four” firms into audit 

and non-audit businesses’, 

MPs on the Business, 

Energy and Industrial 

Strategy Committee have 

concluded in their review 

of the audit market. Other 

recommendations are for 

joint audits for the most 

complex audits to enable 

challenger firms to step up; 

increasing audit rotations to 

seven-year non-renewable 

terms; and audit reports to 

include a statement on how 

potential frauds have been 

investigated. The report 

endorses the Competition 

and Markets Authority’s 

proposed operational split 

between audit and non-

audit, but goes further. 

All change for FRC
The Financial Reporting 

Council (FRC) is to 

be replaced by a new 

regulator, with the mission 

to transform the audit and 

accounting sector, business 

secretary Greg Clark has 

announced. The new entity, 

to be called the Audit, 

Reporting and Governance 

Authority, will be a 

statutory body with powers 

to require changes to 

accounts; hold companies 

and professional advisers 

to account; and regulate 

the biggest audit firms. 

Sanctions will be available 

to deal with corporate 

failure, backed up by the 

power to publish a report 

on a company’s conduct. 

The measures implement 

recommendations of Sir 

John Kingman’s review (see 

also page 23).

Big Four accused
The Big Four have been 

accused of bidding at 

below cost to win audit 

contracts, recovering their 

costs through consultancy 

work and by seeking to 

raise prices after winning 

tenders. The complaint 

was made by Rachel 

Reeves, chair of the House 

of Commons Business, 

Energy and Industrial 

Strategy Committee. She 

said: ‘Just as a builder 

might give you a good 

quote for an extension, but 

then doubles it when he 

discovers complications, so 

it is with audit. The Big Four 

are both cross-subsidising 

audit and underpricing 

in their tender bids. This 

is anti-competitive and it 

must stop.’

KPMG probe
The FRC has opened 

‘an assessment of the 

governance, controls and 

culture within KPMG’s audit 

practice to ensure we have 

confidence that it is making 

demonstrable progress 

with its programme of 

quality improvements’. It 

is a response to the FRC’s 

ongoing investigation into 

KPMG’s audit of Carillion 

and of ‘matters self-

reported by KPMG’, said 

the FRC. A spokeswoman 

for KPMG responded: ‘We 

are now 18 months into our 

audit quality transformation 

programme, and we are 

confident that we are 

making good progress. 

But it is absolutely essential 

that the FRC, and our 

wider stakeholders, have 

confidence that our 

programme to upgrade 

the consistency of our 

quality is delivering 

the right outcomes. 

With this in mind, we 

welcome that the FRC 

has commenced an 

assessment of our audit 

practice... We see this as 

a valuable opportunity 

for the FRC to test our 

progress and to confirm 

next steps for our audit 

transformation.’

Auditors and the audit under scrutiny
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Tech take-up
Three-quarters of senior tax 

executives have seen more 

board-level attention on tax 

compliance and planning in the 

last year, according to Thomson 

Reuters annual Tax Technology 
Report. Of the 438 respondents 

from across Europe, 60% plan to 

invest in tax technology over the 

next 12 months, compared with 

54% in 2018.

Increases in the technologies being investigated, 
implemented or already live

56%
Robotic  
process 

automation

39%
Blockchain

60%
Data  

analytics

50%
AI and 

machine 
learning

HMRC loses to Kelly
HMRC lost a tax tribunal case to TV personality Lorraine Kelly 

over a £1.2m tax demand. Kelly’s personal service company 

Albatel appealed against an HMRC determination seeking 

income tax of £900,000 and national insurance of £313,000, 

based on IR35 rules. The earnings were from television 

programmes Daybreak and Lorraine. Albatel successfully 

argued that the nature of Kelly’s work made her a genuinely 

self-employed entertainer, not an employee. RSM tax partner 

David Williams-Richardson, said: ‘This is one of a number of 

cases involving TV personalities who are disputing HMRC’s 

determinations in relation to the application of the IR35 rules.’

the integrity of our markets.’ 

UBS was fined £27.6m for 

similar failings related to 

nearly 136 million transaction 

reports over nearly a decade. 

Kier admits error
The Kier Group has admitted 

an accounting error that 

understated its net debt 

position at last December 

by £50m, which has now 

been recognised at £180.5m. 

The company explained 

in a regulatory filing: ‘In 

the course of preparing its 

FY19 interim results and 

finalising the 31 December 

2018 net debt position, 

the company identified a 

number of adjustments 

(in aggregate: £10.3m), 

principally relating to the 

group’s hedging activities, 

and has revised the 

classification of the debt 

(in aggregate: £40.2m) 

associated with certain 

developments assets held 

for resale at 31 December 

2018. The group originally 

consolidated this debt 

balance within assets held 

for resale on its balance 

sheet; following the re-

classification, the debt has 

been included within the 

group’s net debt position.’

Bad debts hit high
Bad debt insurance claims 

have reached their highest 

level since 2009, reports the 

Association of British Insurers 

(ABI). Trade credit insurers 

paid £251m to unpaid 

creditors last year, up 12% on 

2017. The number of claims 

rose by 60% in the year, to 

17,500. The increase in claims 

and payouts was alongside 

a rise in the number of trade 

credit insurance policies 

sold, which was at its highest 

since 2008. The ABI said that 

high-profile company failures 

last year – including Carillion, 

Maplin and Toys R’ Us – were 

factors in the higher costs.

Accountancy job cuts
Grant Thornton’s 

restructuring has led to 

around 60 people losing 

their jobs. A spokesman for 

Grant Thornton explained: 

‘Over the past 12 months 

we have taken bold steps to 

restructure our operations, 

aligning them with our three 

strategic markets. The next 

phase of this transformation 

is to ensure our teams 

provide the right level 

of support for profitable 

growth.’ Separately, a report 

by Adzuna has found that 

accounting and finance job 

vacancies have dropped 
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12% in a year; vacancies in 

the legal sector rose by 16% 

in the same period.  

Audit swaps
EY has emerged a winner 

from the latest auditor 

appointments. The recently 

floated Aston Martin 

Lagonda has appointed 

EY as auditors, following 

the decision of KPMG not 

to re-tender. EY has also 

been appointed auditor 

of Tullow Oil, the Irish-

based but Africa and Latin 

America-focused oil and gas 

exploration company. EY 

replaces Deloitte, which was 

not permitted to re-tender. 

Buildings materials company 

CRH, which is also based in 

Dublin, appointed Deloitte 

as its auditor, replacing 

EY, which had reached the 

end of its 10-year limit. 

Mandatory audit rotation 

also ruled out Deloitte 

bidding for the Mothercare 

audit, which was awarded to 

Grant Thornton.

HMRC victory
HMRC has won a tax 

tribunal judgment against 

Hyrax Resourcing under the 

Disclosure of Tax Avoidance 

Schemes rules, which 

allows it to collect £40m in 

taxes. Hyrax paid loans to 

subscribers, enabling them 

to avoid paying income 

tax and national insurance 

on their earnings – loan 

payments were not declared 

as income. 

Digital dilemma
More must be done to 

address social and financial 

inequalities emerging 

from the digitalisation of 

the economy, the OECD’s 

Going Digital conference 

in Paris heard. Too few 

companies – large and 

small – maximise the 

opportunities to use big 

data analysis, according 

to OECD’s Going Digital 
report. It added that more 

investment needs to go 

into communications 

infrastructure and the 

skills needed for people 

to benefit through better 

paid jobs and improved 

social engagement, and to 

address gender and other 

inequalities.

Intangible issue
Financial statements 

no longer present the 

underlying drivers of value 

in modern businesses, 

in particular intangible 

assets, according to a 

recent report by ACCA 

and Deloitte. The study 

examines the increasing 

gap between the value of 

companies as reflected in 

their share price and the 

tangible asset values they 

report. Richard Martin, 

ACCA’s head of corporate 

reporting and lead author, 

said: ‘IFRS Standards 

only allow for a restricted 

recognition of many of 

the key intangible assets.’ AB

Paul Gosling, journalist

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

You can find the videos at 
accaglobal.com/digital. See 
also page 36 of this edition. 

More information

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.

Machine power
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CVi

2009
MD UK, Europe, Middle East 

and Africa, Xero

2007
Product group director, 

Microsoft

2003
Managing director, Pegasus

2001
Marketing director, then 

sales and marketing director, 

Pegasus Software

1995
Account manager, then sales 

manager, Pegasus Software

1989
Solution sales, Select 

Computing

In the blood
A small-business upbringing and career spent easing SMEs into the computer age 
have given Xero UK’s MD Gary Turner a feel for what works for owner-managers

Even in the tech startup universe, Xero 
stands out for mercurial growth. 
Founded in New Zealand in 2006, in 

just 13 years the company has racked up 
just shy of 1.6 million subscribers in nearly 
every country in the world, and its cloud-
based accounting software has become a 
household name (in the households of small 
businesses and accountants, at least). Its 
expansion owes a great deal to an early 
recognition of the lucrative convergence 
between cloud technology and the 
accounting needs of small and medium-
sized enterprises (SMEs).

Gary Turner, an affable Glaswegian, is the 

co-founder and managing director of Xero 

UK, with responsibility for the company’s 

business operations across Europe, the 

Middle East and Africa. ‘I’m not at all 

surprised that Xero was a success,’ he says. 

‘It’s a business that satisfied a need that was 

huge, and it deserved to be successful. I’m 

just relieved we didn’t mess it up.’

It takes a lot of hard work to be in the 

right place at the right time, and Turner 

has been reflecting recently on the life 

events and influences that led him to 

Xero. Accounting software for SMEs is 

perhaps not an obvious destination for a non-accountant, 

but Turner believes that his long fascination with computers, 

combined with his unique life experience, could not have led 

him anywhere else. 

‘Two things have defined my journey here,’ he says. ‘One 

was my love of technology – I’ve always been excited by 

the magic of software and IT.’ The other was his childhood. 

‘My parents ran their own business – Dad was a car 

mechanic, Mum did the bookkeeping, and they employed 

10 people in the mid-1980s. I grew up surrounded by the 

paraphernalia of small business; it was the talk over the dinner 

table and in the car.’

The business, though, ultimately collapsed. ‘I was 17 at the 

time and we all had to deal with the huge disruption that 

comes when a business fails. That has 

shaped my values. I’ve been on a crusade 

ever since, I think.’

It is, he says, no accident that he’s ended 

up in a software company whose service is 

designed to help SMEs, ‘although I’ve only 

really realised that in the past five years. I 

have a really strong personal connection 

to this business. Helping small businesses 

overcome their challenges is in my DNA. It’s 

not just a job for me. It’s cheesy, perhaps, 

but this feels like my purpose in life.’ 

C is for computing
Turner’s path from 1984, when he was 

given his first computer, to the cloud-

enabled frenzy of the software market 

today developed in stages, each leading 

him, he feels, towards Xero. ‘I remember 

vividly sitting down with a careers adviser 

in 1986 and saying that I wanted to work in 

software. He took out the big book of jobs – 

the 1977 edition, I think it was – and turned 

to C for computing. There were three jobs 

in the book – data entry, data programmer 

and systems analyst. The last one paid the 

most, so I thought I’d go for that. There was 

no definition of what it actually meant.’

He applied for, and began, an HND in computer science 

but dropped out, disillusioned. ‘It wasn’t satisfying,’ he says. 

‘I didn’t enjoy it.’ He then took a job in a computer shop in 

Glasgow for 10 months, before persuading a local IT services 

company to take him on. ‘I was young, cheap to hire and fluent 

in technology,’ he says. ‘It was my lucky break.’

The job turned out to be a crash-course in solving every 

possible tech problem a small business could face. 

‘Between the ages of 19 and 24, I visited hundreds of 

businesses that had enquired about using technology, 

usually for the first time,’ he recalls. ‘They were embarking 

on their first ever PCs, moving from ledgers and typewriters 

to computer-generated invoices and spreadsheets. It meant 

I was in the trenches of the SME world for five years. I’m 
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‘I’m not surprised 
Xero has been 
a success. It’s 

a business that 
satisfied a need 

that was huge, and 
it deserved to be 

successful’
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talking about businesses on trading estates in the middle 

of Scotland, where the sandwich van turns up at 10am and 

there’s rat poison on the floor. And it was an eclectic mix – a 

stonemasonry in Stirling, a finance company in Edinburgh, a 

bus company. They told me all their problems, and I explained 

how technology could overcome them.

‘It’s been a great foundation for my career. I became an 

accidental troubleshooter. I know the biggest problems that 

a bakery can have, and the optimal workflow for producing 

currant buns. Four to six different businesses a week, for five 

years. Solving problems isn’t an abstract concept for me – I 

know what works for small businesses and what doesn’t.’ 

He landed his next job with Pegasus, one of the first UK 

companies to launch accounting software for MS-DOS, as 

regional manager. The pace of technological change was 

beginning to accelerate, and Pegasus and Turner were 

determined to keep up.

‘The real wake-up call about the potential of technology 

came, for me, in 2000,’ he says. ‘The internet was going to 

have massive implications for the world of business, and 
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Basicsi

NZ$66.6m
Subscription revenue for FY 2014 (around £35m)

NZ$406.6m 
Total operating revenue for FY 2018 (around £211m)

NZ$27.8m
Net loss after tax in 2018 (around £14.5m)

1.58 million
Number of subscribers at 30 September 2018

Xero and ACCA
ACCA and Xero signed a partnership agreement in 

November 2018 at the World Congress of Accountants, 

highlighting the importance of the cloud-based economy to 

the accountancy profession.

The agreement aims to support ACCA members in 

preparing for the digital future, focusing on the digital skills 

for the next generation of accountants, including cloud-based 

accounting education. It should also enable members in 

small and medium-sized practices to gain access to business 

solutions and resources to help build their business and create 

value-added services. 

a LinkedIn message from the 

company’s founder Rod Drury. ‘He 

said they wanted to start operating in 

the UK. I didn’t need to read the rest 

of the message, I was in.’

Leaving Microsoft for a startup with 

annual revenues of around £50,000 in 

2009 and a headcount of three in the 

UK, he says, looked to his peers as 

‘either very brave or very foolish’, but 

it is a decision that has paid off. ‘It 

wasn’t a punt,’ he says. ‘I knew SMEs 

well enough and had been in the 

business long enough. I was flattered 

to be asked and 100% convinced that it would be successful. I 

still feel like I’ve won first prize in a job competition.’ 

While the company was voted by Forbes magazine as the 

world’s most innovative growth company in 2014 and 2015, 

it still has a way to go before its financial results reflect the 

strength of its subscriber growth. In 2018 the company posted 

an after-tax loss of NZ$27.8m, although this was a marked 

improvement on the previous year’s loss of NZ$69.1m, and a 

positive EBITDA (earnings before interest, tax, depreciation 

and amortisation) of NZ$26m was recorded for the first time. 

Turner remains convinced that Xero is in the right position 

to succeed in an aggressively competitive market. He says: 

‘Xero was the right product at an amazing time of change. This 

job has called on every experience I’ve had during my career. 

It’s been a 20-year journey, and while the first 10 were cool, it 

wasn’t a computing revolution. This is the revolution. It’s only 

just beginning and it’s a privilege to have a front row seat.’ AB

Liz Fisher, journalist

I realised I had to relearn everything I understood about 

technology. I read a few books and educated myself about 

what the internet was likely to do and where it could go. I 

also started blogging about what it all might mean, and how 

the world might change.’ By 2003, the 33-year-old Turner was 

managing director of Pegasus, and increasingly convinced that 

cloud computing was the future of software.

When the parent company of Pegasus was acquired by a 

private equity business in 2006, Turner took the opportunity 

to look for the next challenge. ‘Working for Microsoft was on 

my career bucket-list, and not long after I left Pegasus they 

approached me.’ He joined the company in 2007 as group 

product director for Microsoft Dynamics, a set of enterprise 

resource planning and customer relationship management 

applications. ‘Working for them was 

amazing, I was in geek heaven. I 

even got an email from Bill Gates.’ 

The financial crisis, though, put 

a brake on innovation. ‘I knew that 

the game was up for traditional 

software and that a new generation 

of software was emerging. Perhaps 

it would have all come together in 

Microsoft, but by 2008 everything 

experimental was put on the back-

burner. I got frustrated. I felt that 

cloud development was never going 

to happen at Microsoft.’

Xeroing in
Xero was already on his radar but he had previously dismissed 

working for the company on the grounds that New Zealand 

was too far away. ‘That was clearly a mistake,’ he admits. ‘In the 

digital world, location doesn’t matter.’ But in 2009 he received 

‘It’s been a 20-
year journey and 

while the first 
10 were cool, it 

wasn’t a computing 
revolution. This 

is the revolution 
now, and it’s only 

just beginning’ 
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Bank fraud cost £1.2bn
Fraud against bank clients cost 

£1.2bn last year, the banking sector’s 

representative body UK Finance has 

revealed. It also reported that almost 

£1.7bn in potential fraud was prevented, 

through the actions of banks and other 

finance bodies. Three-quarters of card 

fraud losses – costing £500m – were the 

result of remote purchase fraud; and 

around £354m was lost through ‘push 

payment scams’, which con victims into 

authorising a payment to a criminal. 

More than a third of the losses were 

suffered by businesses. The scale of 

losses is expected to fall, following a new 

voluntary code giving customers greater 

protection from push payment scams. 

£1 trillion Brexodus
EY’s latest Financial Services Brexit 

Tracker has revealed that financial 

services businesses are moving around 

£1 trillion of assets from London to 

other European cities – principally, 

Dublin Frankfurt, Luxembourg and Paris 

– as a result of Brexit. It reported that 23 

companies have publicly disclosed their 

plans so far, and that others are likely to 

do the same. It predicts around 7,000 

high-paid jobs will also relocate, which is 

likely to lead to the loss to the Treasury 

of £600m a year in employment taxes. 

The view from
Amba Jay ACCA, senior management accountant at 
Omnicom, who has overcome adversity to succeed

as the only accountant 

and led the set-up and 

implementation of a new 

finance system as the 

company grew.

Now at Omnicom I look 
after AMV BBDO – a large 

advertising agency in London. I work at 

Omnicom’s new shared service centre, 

providing finance functions for agencies 

within the group. There is a heavy focus 

on reporting, as well as scrutiny of costs 

and standardisation of processes.

I have trained a team in India that does 
the management accounting. I recently 

put together a guide on how accounts 

payable should process invoices. With 

MTD now a reality, I’m encouraging 

them to cut down on manual 

adjustments to minimise errors.

After completing the ACCA 
Qualification I studied for an MSc – a 
brilliant add-on. It provided topical 

insights into accounting and business 

while challenging views on ethical and 

accounting issues. Not everything is 

black and white – you need to look 

at the bigger picture and accept that 

someone else’s view might also be right.

I was delighted to meet ACCA past 
president Brian McEnery at a new 
members’ event. His motto was an Irish 

phrase Mol an Óige agus tiocfaidh sí 
(praise the young and they will flourish) 

and it really struck a chord with me. 

No matter our background or what 

adversities we face, with focus and 

support we can still achieve. AB

I was the first 
foster child in 
Kent to get a 

university degree

I never met my birth 
mother and had a very 
difficult childhood until I 
was fostered aged 11. 
Education was my escape 

and I threw myself into it. 

Having being brought up 

being told I was nothing, I 

was determined to do everything I could 

to prove otherwise. I was the first foster 

child in Kent to get a university degree. 

I then started studying for the ACCA 

Qualification but got side-tracked. 

However, my life changed dramatically 

after my husband was involved in 

a serious car accident. It refocused 

my drive to get qualified, enabling 

me to support my husband in his 

convalescence. Thankfully, he made a 

full recovery and I passed my remaining 

exams first time.

I gained experience at a number of 
companies along the way. Working for 

BUPA gave me an insight into hospitals’ 

capital expenditure; at Broadgate 

Estates I had my own portfolio of 

properties; at Silvergate Media I started 

31% 
of adults have sufficient problem-solving 
skills to succeed in a digital world.
Source: OECD
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Human touch
Future-proofing your business requires much more than simply throwing money at 
technology – it involves being more human and getting your workforce on board

Most conversations about the modern 
workplace are tinged with excitement 
and fear. Our sense of what work is and 
what it can accomplish is changing at a 
pace not seen since World War II. The 
driver is no surprise: technology. 

Employers are racing to make 

technology a key aspect of their 

products or services, and many in 

work are concerned about the impact 

technology will have on their role. 

Everyone is either trying to future-proof 

their business or themselves. 

Speaking at ACCA UK’s annual 

conference in March (see also page 

78), Rohit Talwar warned that the key 

to future-proofing a business lies in 

focusing on a human approach, rather 

than throwing everything at technology.

A healthy fear of technology is 

legitimate, but to ignore it would be 

foolhardy, as it is ‘rewriting the future of 

every sector’, says Talwar.

Equally though, we have been sold 

something of a myth about technology 

– it has yet to deliver a net improvement 

in productivity. And there are clearly 

ways that technology can harm 

businesses as well as improve them. 

This, says Talwar, is where the human 

approach comes in: organisations 

need to understand that technology 

can enable them to outperform other 

businesses, but a company can only 

win by being more human – by making 

sure that its employees understand 

technology and by being certain that 

its customers are provided with clarity, 

access and trust. 

Talwar talks about future-proofed 

organisations working on three 

horizons. The first is between one and 

replaced by machines. 

Companies need to focus on the 

human and engender curiosity in 

their workforce. This will enable their 

employees to explore and share ideas 

about technology and its impact, and 

make them feel like they are upskilling.

Above all, organisations need 

to be thinking about the effect of 

technology on their products, services 

and workforce morale. Talwar’s 

advice is that slowing down will help 

organisations speed up. Rapidly and 

thoughtlessly integrating technology 

– no matter how useful – into the 

business will likely have harmful ripple 

effects. Carefully thinking about the 

place and impact of technology in the 

workplace – across systems and people 

– is essential for ensuring companies are 

fit for the future. AB

Felicity Hawksley, journalist

12 months and is about operational 

excellence – what do we need to 

deliver in the short-term? The second 

is based around the next one to three 

years – companies should think about 

their digital capabilities and search for 

growth through these. The final horizon 

is between four and 10 years away – 

businesses should consider ways to 

innovate within their current business 

model and concepts, challenging the 

ways they work and what they provide. 

Engaging the workforce
This is only one strand of making the 

business fit for the future. Talwar also 

stresses the importance of managing 

people through these changes. 

Companies will only be able to deliver 

the operating systems that tomorrow’s 

customers desire if their employees 

understand technology and do not 

constantly feel that they are about to be 
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The cloud and  
silver linings
Some upheaval might be on the horizon 
for the many organisations that have yet 
to move to the cloud, says Mark Preston, 
but significant efficiencies also await

In today’s digital economy, choosing 

the appropriate technology is a key 

differentiator, enabling you to adapt 

your systems to match changing 

stakeholders’ needs and expectations. 

But the cloud is much more than a 

change in technology; its flexibility offers 

commercial value because it provides 

the services the business needs today 

Companies that haven’t done so 
already need urgently to face up 
to their ‘technical debt’. This debt 
comes from decisions that the IT 
departments of many organisations 
made in good faith in the past that 
would generally not be the best 
decision today. The challenge for these 
businesses is to address the cost and 

risk of unpicking the past, and setting a 
strategy to move forward.

Failing to grasp the IT nettle affects 

not only cost and performance, 

but also the ability of a business to 

evolve in step with a rapidly changing 

market. Competitors with less debt 

and more flexibility will be in a much 

stronger position.
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and can react quickly to what it will need 

tomorrow. You need to think of digital 

technology in terms of the experience 

that your stakeholders (customers, 

suppliers, employees, etc) get when 

interacting with all of your business, 

from anywhere and on any device.

Historically, IT developers sought 

capital investment and aimed to create 

capabilities without always building a 

direct relationship with the business’s 

strategy and its performance. The 

technology your organisation needs 

today has to be service-driven, and your 

supply chain also needs to be service-

rather than support-focused.

The strategy
Once you’ve established that there 

is a business case, next you’ll need 

to develop a cloud and digital 

transformation strategy, which should 

include a review of the operating model 

as well as the relationship the business 

has with technology. Cloud technology 

enables a business to fund its IT on a 

pay-as-you-go model, rather than facing 

significant upfront capital investment. It 

offers scalability and flexibility that can 

keep pace with changing demands.

To set your direction and priorities, 

you need to establish your performance 

benchmarks and targets. Building a 

hierarchy of services and value is not 

easy, but if the transformation is to 

You need to 
think of digital 

technology in terms 
of the experience 

your stakeholders 
get when 

interacting with all 
of your business

succeed, the business needs to benefit 

as well as the end user.

You need to consider what is driving 

the change and prioritise these drivers 

according to how you differentiate your 

business within your sector. Some of the 

common strategic drivers include:

* the pace at which you can innovate 

to meet customer expectations

* how often you can reuse an existing 

service rather than reinvesting

* the ability to delegate to 

your stakeholders so that they 

enjoy self-service

* reducing costs and increasing 

automation while delivering a 

‘right first time and every time’ 

service culture.

There is a real danger of following 

an isolated path towards investing in 

new technology and losing focus of 

the operational transformation that is 

needed to deliver it. This can result in 

increased costs without achieving the 

business objectives, such as improved 

performance and agility.

So beware of working in organisational 

silos, and avoid support-driven 

commercial agreements with suppliers 

that are hard to change. You should 

balance your focus on optimisation 

of technology (often cost-driven) and 

optimisation of business (revenue-

driven). The flexibility and agility of a 

service-focused (cloud) operating model 

will support this.

Planning and horizons
But your strategy cannot be delivered 

without a plan – and one that can 

handle a broad scope, complexity and 

bumps in the road. It must be driven 

top-down with board-level sponsorship. 

It will also need a strong transformation 

governance team that ensures the 

buy-in of those with interests in the 

architectural, operational, security, risk 

and financial concerns. Organisational 

resistance may well arise and become 

a major obstacle if you don’t bring all 

functions with you on the journey.

You need to define your 

transformation horizons, or steps, 

which will also help align the business 

benefits. They should include 

milestones that reflect where multiple 

project activities come together. 

Although the plan needs to take a 

long-term view, the detailed planning 

and execution should focus on one 

horizon at a time. Each horizon should 

be manageable, focusing on achieving 

small but meaningful targets. Later 

horizons should reflect longer-term 

goals, strategies and targets. Looking 

for compelling events can help shape 

the plan. These may include goals to 

close datacentre facilities, remove or 

renegotiate supplier contracts or handle 

assets that are near the end of their life.

Good governance is also needed if 

the organisation is to make the right 

decisions collectively. The selection of 

the most suitable cloud provider and 

services that align with your business 

needs is a group decision. When making 

that choice, bear in mind the business’s 

possible future needs and ensure that 

the provider’s offering can grow with 

you – being flexible, scalable and 

continuing to offer cost benefits.

Cloud isn’t just another technology 

trend, it is an enabler for digital 

business. As such, its adoption should 

be treated as a significant business 

transformation project, including 

careful consideration of timing, phasing 

and capacity issues. So take the time 

to make sure you have a strong and 

committed team around you. AB

Mark Preston is a consultant and author 

of Laying the Groundwork for Cloud.
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AI and the investor
Alison Thomas investigates how investors use technology to analyse information 
about companies and what management can do to make their reports easier to use

data feeds. Now it can be up to 100,’ 

explains David Wright, head of product 

strategy in BlackRock’s Systematic 

Active Equity team. 

Examples of these non-traditional 

sources include: 

* text and multimedia (including social 

media, blogs and photos)

* transactions (such as shipment 

records, point-of-sale records and 

credit card processing)

* sensors (including satellite 

information, GPS devices and 

crop sensors).

The way in which this data is used is 

limited only by the imagination. Some, 

for example, use mobile phone activity to 

monitor store traffic; others buy satellite 

data to track delivery trucks or e-invoice 

data to monitor product sales – 

anything that gives insight 

into companies’ 

performance. 

The world of corporate 
communications evolves slowly. Partly 
due to restrictive reporting regulations, 
companies continue to report on 
their performance primarily using 
PDFs and PowerPoint presentations. 
Videos, the occasional interactive 
Excel spreadsheet and Twitter feeds 
have crept in. But, in essence, little has 
changed since the turn of this century.

In contrast, shareholders have long 

embraced the digital age. Faced with 

a mountain of data to sift through and 

analyse, they are early adopters of any 

technology that expedites a seemingly 

impossible task. They use data 

intermediaries to provide a one-stop 

shop on financials. Economic data series 

are on tap. Analytical and visualisation 

tools abound. So there is little surprise 

that the investment community has 

been quick to experiment with machine-

based learning.

Examples of the use of advanced 

data analytics by investment 

professionals grow by the 

day. The UK’s Financial 

Reporting Lab’s 

recently 

issued report, Artificial intelligence 
and corporate reporting: How does 
it measure up?, classifies the various 

uses of artificial intelligence (AI) by 

market analysts into three categories: 

finding data sources, reading and 

structuring reports, and using 

algorithms to analyse data. Let’s look 

at each in turn.

Data sources
The data sources that investment 

professionals use are expanding. 

According to a 2018 survey by 

Greenwich Associates published in 

Seismic Shifts: The Future of Investment 
Research, 70% of CIOs use non-

traditional data sources or expect to do 

so in the next 12 months. ‘Two decades 

ago, we might have used 10 
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respondents, 52% think that technology 

will replace many traditional investment 

jobs, with 40% predicting that AI will 

allow them to create portfolios without 

the need for asset managers. Nearly 

70% think that technology will handle 

asset allocation, and almost half think 

that AI will be able to judge when to 

buy and sell shares. But few predict the 

end of the professional investor. 

‘I don’t see myself retiring anytime 

soon,’ says Ben Peters, fund manager 

and director at Evenlode Investments. 

‘Computers are good at spotting short-

terms shifts in sentiment or pricing 

anomalies. But investing for the long-

term takes a more nuanced approach, 

and computers don’t do nuance.’

Even in BlackRock’s quant-driven 

team, humans appear to be here to 

stay. ‘Computers can find spurious 

relationships between all sorts of 

unrelated things,’ says Wright. ‘That’s 

why our process is driven by humans; it’s 

our researchers that come up with the 

economic hypotheses that we test, not 

machines.’

The impact of the investment 

community’s commitment to digital data 

on corporate reporting is likely to be a 

slow burn. There is much discussion in 

the media about AI’s ability to handle 

unstructured data. Some speculate that 

this negates the need to move to digital 

Reports and databases
As for reading reports and structuring 

them into databases, a decade ago 

text analysis was a clunky affair, but not 

anymore. ‘Natural language processing 

has transformed the value of the written 

word,’ says Wright.

Text readers add meta-tags to 

unstructured prose to allow investors 

to tease out insight in a range of ways. 

‘The earnings call is a goldmine,’ 

Wright adds. ‘We look at a wide range 

of indicators, including the tone of the 

presentation and how it differs from 

that used in formal filings. We consider 

the tense that they use and whether the 

language differs from that typically used 

by the company. It has become a really 

interesting way to spot companies that 

might outperform.’

Analysing data
The investment community has used 

algorithms to analyse data for decades. 

The difference today is one of degree. 

In the old days, models were relatively 

crude and based on a limited universe 

of data. Today they are non-linear, 

analysing the interdependencies 

between many disparate streams 

of data. This allows them to spot 

relationships that humans wouldn’t 

intuitively identify. Moreover, AI uses 

the results of previous analyses to refine 

models. This reduces the inherent bias 

and subjectivity of earlier approaches.

Today’s models allow analysts to more 

quickly identify investments that match 

their values, ethical standards or specific 

risk/return objectives. They can look for 

short-term trading opportunities and 

signals of unrecognised value creation. 

The number of applications developed 

in recent years is extraordinary.

So does this mean the end of 

professional investors? In 2018, 

Fidelity International surveyed 905 

asset owners about the impact of AI 

on the investment profession. Of the 

reporting, such as tagging financial data 

using XBRL. At some point, the need to 

structure data may evaporate, but that 

remains a distant goal. 

Need for structure
For now, machine-learning algorithms 

require clean and well-labelled data. 

For the very largest investment 

management companies, the process of 

adding structure to data is part of their 

competitive advantage. But for the rest, 

poorly structured corporate data is hard 

to find and consequently hard to use. 

‘We need structured data,’ explains 

Peters. ‘In particular, we need globally 

consistent, comparable financial data. 

The standard setters have made some 

progress in that regard, but there is still 

some way to go.’ 

As for the narrative report, Peters 

sees plenty of scope to make that more 

digitally accessible too. ‘I’m torn. The 

structure of the 10-K [US annual report] 

lends itself better to the world of AI than 

the UK or European style of reporting. 

But the narrative in a UK report is far 

richer than that in the 10-K. Having said 

that, I see no reason why we can’t have 

the best of both worlds – good narrative 

that is well-structured.’

The message to the corporate 

community is clear: the more you can 

add structure to the information that you 

report to the investment community the 

better. The move to XBRL is a start. But 

it is only a small step forward. The data 

used in an AI world has been created 

with digital in mind; corporate reporting 

has not. It is largely paper-based and not 

comparable between companies. This is 

not sustainable and will change. 

So companies have two choices. They 

can be proactive in creating a digital 

framework for reporting, or they can 

wait for others to dictate how they tell 

their story. AB

Alison Thomas is a consultant.

The data used in an 
AI world has been 

created with digital 
in mind; corporate 
reporting has not
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The presence of 
the digital platform 

even saves the 
effort of having 

to steal desirable 
clients away from 

smaller rivals

Breaking down barriers
Advances in technology have added impetus to the trend of large firms going 
after the SME market with their accounting services, says Peter Williams

platform, KPMG Enterprise carried a 

promise to deliver accountancy services 

at a fraction of the usual fees. However, 

the firm threw in the towel in early 2019. 

Insiders told AB that it wasn’t growing 

as hoped, wasn’t making the money 

required and, in the end, came to be 

seen as non-core. 

The other Big Four are presently 

persevering with their versions branded 

My Financepartner (PwC), Absolute 

(EY) and Propel (Deloitte), and in April 

2019 were joined by CogitalGroup. The 

consolidator, founded in 2016, said its 

launch of digital platform CoZone, which 

promised a bewildering host of features 

that included accounting, was timed to 

coincide with Making Tax Digital.

As a recent ACCA report, The 
passionate practitioner: developing 
the digitised small and medium 
practice, puts it, the rapid growth of 

cloud-based solutions with a range of 

integrated add-ons have removed the 

brown paper bag and replaced it with 

smartphones and tablets.

Embrace digital well, deliver a 

great client-focused service and any 

firm, whatever its size, can decide on 

its strategic focus, working without 

geographical boundaries to create a 

successful business.

This transformational shift suggests 

an intriguing possibility: hiccups 

like KPMG notwithstanding, digital 

promises to demolish the walls of 

competition in a way that would have 

been unimaginable when I was advising 

clients to go elsewhere. AB

Peter Williams is an accountant 

and journalist.

One of the more memorable moments 
in my audit career was to advise a 
client to sack us. Decades later the 
action still seems defensible.

The client – a plumber’s merchant 

in a Peak District market town – had 

ended up by coincidence on the books 

of a Big Eight firm, thanks to a series 

of mergers. It was a sound enough 

business but lacked the ambition to 

venture beyond its parish boundaries. 

It was rightly both bewildered 

and exasperated by the audit and 

accounting hoops we made it jump 

through and the fees we wanted to 

charge for doing so – and all to tell 

the owner-managers what they already 

knew: that all was well.

In that pre-digital era, this plumbing 

outfit was precisely the sort of business 

that the international firms did not really 

want on their books. They represented 

too much grunt work and not enough 

margin. But technology has changed 

all that; all sizes and types of client 

are welcome, provided the clients are 

prepared to bend their systems to the 

will of the platform. And if a few turn 

out to be mega-growth stars – with a 

commensurate need for sophisticated 

advisory services – so much the better. 

The presence of the digital platform 

even saves the effort of having to steal 

those desirable clients away from 

smaller rivals when they have achieved 

the mega-growth to provide hefty fees.

However, digital is still not a 

guaranteed one-way ticket to success, 

as KPMG proved when it closed its 

small business accounting service. 

Launched in 2014 with high hopes and 

a £40m investment in a technology 
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In all the reviews 
of audit, what 

is striking is the 
extent to which 

existing laws and 
regulations have 
not been applied 

and enforced

Audit restored
The divorce of consultancy from audit will help restore some of audit’s neglected 
original purposes, such as striving to detect material fraud, says Jane Fuller

In all the reviews of audit, what is 

striking is the extent to which existing 

laws and regulations have not been 

applied and enforced. For example, 

auditors are supposed to try to detect 

material fraud – and material here 

means all but the most trivial incidents. 

Auditors also sign off on the accounts as 

complying with the Companies Act 2006 

as well as with the relevant financial 

reporting standards.

Under the proposals, Arga would 

have a broader supervisory remit than 

the FRC in covering audit firms and 

company boards, notably by overseeing 

audit committees too. Where I part 

company with the politicians and the 

CMA is in their tendency to dismiss 

the potential for market participants to 

find solutions of their own in favour of 

a busy and interfering regulator. While 

Arga should be a good monitor and an 

efficient enforcer, this does not mean 

that it should infantilise auditors and 

directors by acting in loco parentis.

A related area of concern is that 

although every regulator requires 

‘market intelligence’, the emphasis on 

looking ahead for ‘emerging trends’ 

runs the risk that Arga will be trigger-

happy in the impossible pursuit of a 

zero-failure regime. 

If the firm structure and board 

incentives are correct and the regulator 

focuses on enforcing the rules, then 

there should be no need for such a 

detailed and prescriptive list of things 

for Arga to do. AB

Jane Fuller is a fellow of CFA Society of 

the UK and co-director of the Centre for 

the Study of Financial Innovation.

It’s not often I agree with politicians, 
but on two of the big questions 
concerning the future of audit, I do. 

The first is not controversial: the 

government’s acceptance of the 

Kingman Review’s recommendation 

that the Financial Reporting Council 

(FRC) should be replaced by a statutory 

regulator to be called the Audit, 

Reporting and Governance Authority 

(Arga). Welcome new powers will 

include the ability to order corrections 

to misstated financial reports and to 

hold all directors – not just members of 

accountancy bodies – to account.

The second point is much more 

controversial: that audit should be 

separated from consultancy services. 

This separation happened once before, 

in the wake of the Enron scandal, but 

non-audit services have grown back 

like Topsy and now account for nearly 

80% of the Big Four firms’ revenues. 

Politicians on the House of Commons’ 

Business, Energy and Industrial Strategy 

Committee, in a report published in 

April, The Future of Audit, advocate 

structural separation of audit and 

non-audit – the strongest of the options 

put forward by the Competition and 

Markets Authority (CMA). 

This accords with my previously 

stated view that audit firms should have 

an investigative purpose on behalf 

of investors and the public interest. 

It should also be what members of 

audit committees want – after all, they 

represent investors as well as having 

legal duties to pay attention to other 

stakeholders’ interests and to avoid 

overdistribution of the company’s 

reserves as dividends.
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Three keys to success
ACCA president Robert Stenhouse shares three truths about shaping the future in a 
time of change, which resounded around the recent ACCA UK members’ conference

mental health and wellbeing are key 

constituents of successful change plans. 

Finally, in times of change, learning 

fuelled by curiosity helps us all 

stay relevant. One of the speakers 

encouraged everyone to set aside five 

minutes a day to search the internet and 

look at articles and videos on subjects 

that interested them. To see the 

potential in new ideas, we need a base 

level of understanding of new concepts 

in the world around us.

On the theme of curiosity and bite-

size learning, an excellent place to 

start is our latest professional insights 

research. In this edition of AB, we 

highlight the new ACCA report Machine 
learning: more science than fiction 
(see page 36) – an accessible, practical 

introduction to the basics of artificial 

intelligence and how it is being adopted 

in the accountancy profession. 

Keeping these three themes in mind 

will help finance professionals shape the 

future and unlock their own potential. AB

Robert Stenhouse is a director, national 

accounting and audit, at Deloitte UK.

The theme of the ACCA UK members’ 
conference in March was ‘Shaping the 
future – unlocking your organisation’s 
potential’. The fantastic speakers and 
panellists – mostly ACCA members – 
provided real-life examples and insights 
about how they were coping with 
change and leading transformation.

To me, three messages came across 

loud and clear from the day. I believe 

they are fundamental to the developing 

role of the finance professional and 

therefore to ACCA’s strategy.

First, we are operating during a time 

of economic uncertainty, not only in the 

UK with Brexit, but also with the slowing 

of growth globally. However, individual 

businesses transform themselves 

successfully when they have a true focus 

on what their customers want and will 

want. This requires them to be open to 

feedback, to be agile and to embrace 

change. Such focus gives confidence to 

invest in times of uncertainty.

The next takeaway is that successful 

change is not achieved at any cost. 

It must take account of the stress it 

puts on society and those undergoing 

the change. Wider considerations of 

sustainability, by reference to the United 

Nations Sustainability Development 

Goals, and consideration of employee 

Successful change 
is not achieved at 
any cost. It must 

take account of the 
stress it puts on 

society and those 
undergoing change
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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

AI love the way people talk of 

‘going back to work’ after looking 

after children. I can think of few jobs 

more exhausting. More like going back 

for a rest, if you ask me. 

I understand your hesitation about 

climbing back on the corporate ladder. 

But don’t dismiss it entirely. Return-

to-work schemes are much better 

these days. Yes, some are more lip-

service than substance, but there are 

growing numbers of businesses that 

recognise that careers don’t have to 

follow a linear path – that diverse life 

experiences are actually invaluable to 

successful organisations. 

Of course, there are alternatives 

to the corporate route. With your 

professional skills and experience, 

maybe it’s time to do your own thing. 

It’s not an easy path,  but with a bit of 

chutzpah, it’s amazing what you can do. 

How to begin? Identify your niche 

– what’s different about what you can 

offer? For example, your focus might 

be on helping female entrepreneurs 

with strategic and financial planning. 

Then consider how to target that 

community – trade press, conferences, 

local radio, etc. Talk to friendly clients 

about the areas where they need help 

and, where appropriate, seek training 

to round out your service offering. It’ll 

be hard work – but if you’ve raised 

children, you’ll have no problem 

handling that! AB

Alison Thomas is a consultant.

Q We reported some chunky 
restructuring costs this year. I 

understand that a number of analysts 
think we’re trying to pull the wool over 
their eyes. What can we do to convince 
them that they’re for real?

A Three questions. Did you signal 

the restructuring well in advance? 

Investors hate surprises – particularly 

those that appear designed to artificially 

inflate earnings. Did you explain the 

charge clearly when you reported? 

Burying the rationale for adjustments 

in small font at the bottom of the back 

page inevitably arouses suspicion. 

Finally – and perhaps most importantly 

– was it a one-off? You can pretty much 

guarantee that a serial restructurer 

will be seen with a cynical eye. As Ken 

Lee and Deborah Taylor put it in their 

accounting book for investors, Financial 
Statement Analysis under IFRS: ‘There 

is a simple, if brutal, principle to apply: 

check that on average there is no great 

proportion of negative over positive 

“one-off” items!’

Q My company is now totally open 
plan. Great for office gossip, but 

a disaster for getting real work done. 
This means I end up working evenings 
and weekends to meet deadlines. Not 
happy. What can I do?

A The curse of open planning. Sadly, 

there’s no point in moaning to 

management – they won’t introduce 

walls just for you. Instead think 

about solutions. For me, that meant 

structuring my days so I was in the office 

when necessary (meetings, cake days, 

etc) but worked from home when I had 

to write. Of course, this only works if 

you keep the lines of communication 

wide open – but no excuses on that 

front these days. However, if you have 

a boss who enjoys taking attendance 

at the start of each day, or if your role 

requires your physical presence, working 

from home may not be an option. If so, 

don’t suffer in silence. Working all hours 

is not sustainable. 

So talk to your colleagues. Agree on 

workspace etiquette – chatter zones 

versus quiet spaces, for example. 

If you’re not forced to adhere to a 

clear-desk policy, you can add visual 

barriers – plants, photos, anything that 

separates your world from the mayhem 

around you. And consider investing in 

some headphones.

Q I’ve just been promoted to 
manager. I don’t think I’m ready 

for the role and worry that I’m going to 
be found out. What should I do?

A Many of us have experienced 

‘imposter syndrome’. We 

downplay our successes or think them 

the result of luck, not skill. I’d like to 

share two thoughts with you. Firstly, no 

one expects you to nail every aspect of 

your new job on day one. Don’t worry 

about asking for help and advice. It’s 

not a sign of weakness – far from it. It’s a 

sign of emotional maturity – the stuff of 

a good manager. Secondly, you weren’t 

promoted on a whim. Someone else has 

faith in you. Perhaps it’s time you had 

more faith in yourself.

Q I quit my job in practice to have 
children. Now they are in school, 

I’m keen to get back to work but worry 
I’ll feel left behind. What should I do?  

More information

Contact us with your concerns at 
abeditor@accaglobal.com

25May 2019 Accounting and Business

UK_COM_AT.indd   25 09/04/2019   13:49

mailto:abeditor@accaglobal.com


Be careful what you wish for

Robert Bruce looks at the likely 
unintended consequences of the 
proposals to reform the audit market, 
at accaglobal.com/ab/podcasts

Treacherous triangle
It’s not just the outsourcers that are responsible for the collapse of public service 
contracts, says Robert Bruce. Politicians must take their share of the blame

even-lower-cost India. The problem with 

outsourcing public sector organisations 

is that they are dependent on an army 

of low-paid workers. And it is that 

army that has to be sacrificed if the 

outsourcers are to make the returns 

that shareholders have been promised.

As Debbie White, chief executive 

of Interserve, said as it plunged into 

administration: ‘People seem to have 

lost sight of 68,000 people’s livelihoods 

and thousands of clients and suppliers 

for whom Interserve is an integral 

part of their lives.’ The cost of a steady 

succession of collapsing outsourcing 

businesses and contracts to everyone, 

including taxpayers, has been almost 

immeasurable.

Political failure
It is that other point on the triangle, the 

input of politicians, that has driven this 

and been the critical failure. Bronwen 

Maddox, director of the Institute for 

Government, made this plain in her 

recent annual lecture. ‘In our view, there 

are several problems,’ she said. ‘They 

begin with a lack of data. Government 

too often lacks the figures to know how 

departments are performing or to judge 

value for money. 

‘The patchiness of that data – 

internally, not just what is published 

– continues to be a real shocker,’ added 

Maddox. ‘For example, subsidiaries of 

companies dealing with the government 

With hindsight it was always going 
to be a shocking social and business 
disaster. If you put together a triangle 
with dim and naïve politicians at one 
corner, sharp New York lawyers running 
hedge funds and vulture funds at 
another, and outsourcing companies 
employing thousands of low-paid 
workers at the other, then you’re going 
to have tears before bedtime.

Outsourcing and the collapse of 

public service contract after public 

service contract has been the recurring 

scandal of recent years. At its heart 

has been the shocking and ignorant 

negligence of politicians. They are the 

point on the triangle that has no excuse 

for what they have done. 

No one blames hedge funds or 

vulture funds. We may not like what 

they do, but we are aware of why 

they do it. 

Companies largely bring their fate 

on themselves. We know why the 

outsourcing companies do it – because 

politicians beg to have them take away 

ordinary services that would otherwise 

show up in public debt figures. 

It all became easy because you 

could dream up a highly profitable 

technology-driven business model. 

Efficiencies come tumbling through as 

a result of technological change. But 

there was a fatal flaw: once technology 

has reduced costs dramatically, the only 

option a company has left to further 

reduce its costs is to slash wages, and 

that means headcount. 

The dear old National Savings and 

Investments, NS&I, a pillar of society, 

was outsourced. Headcount went 

from 4,200 to 1,700, including 480 in 

At its heart has 
been the shocking 

and ignorant 
negligence of 

politicians. They 
have no excuse 

for what they 
have done
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Government and risk attitudes
This is what Bronwen Maddox, director of the Institute of Government, said about 

government and risk in her annual lecture earlier this year: ‘There is sometimes a 

naïve attitude to risk, thinking that because the work has been transferred, the risk 

has too. In reality, the responsibility of providing public services will always fall back 

on government. There is risk that cannot be outsourced. These are not reasons for 

avoiding outsourcing. Just for doing it better.’

A deserted Interserve construction 
site following the contractor being  
taken into administration.

involved. ‘Government hasn’t always 

outsourced the right things,’ said 

Maddox. ‘One condition for outsourcing 

to work well is that there is a market in 

suppliers. Government has got much 

better at writing contracts that secure 

savings for the public. But it has not 

given enough attention to the health of 

the markets to supply these services or 

undertake construction.’ She goes on to 

– such as Carillion – are given a different 

code in government accounts from 

the parent company, so it is very hard 

even for the government to find out its 

total exposure.’

This lack of data, knowledge and also 

common sense has compounded the 

problem. The political drive behind 

outsourcing has meant that politicians 

had to be increasingly blind to the risks 

point out that the number of companies 

willing to bid is falling – increasingly 

often down to a single bidder. 

Companies say it is because the margins 

are now so slim.

So a lack of commercial nous 

combines with an ignorance of the risk. 

It was summed up last year by Rupert 

Soames, chief executive of Serco, 

an outsourcer that has suffered but 

survived. ‘The objective of government 

procurement should not be to create 

a market in which the only bidders are 

the dumb or the desperate,’ he said. 

Interserve’s slogan was ‘ingenuity at 

work’. Ingenious was precisely what the 

politicians were not. AB

Robert Bruce is an accountancy 

commentator and journalist.

27May 2019 Accounting and Business

UK_COM_Bruce.indd   27 09/04/2019   15:14



Change agent
FreeAgent, in association with ACCA, looks at how open banking will transform how 
businesses manage their finances and how accountants interact with their clients

Open banking arrived in January 2018 when the UK 
implemented the European Union’s Second Payment 
Services Directive (PSD2). Under the regulations, 

mandated by the Competition and Markets Authority, banks’ 
customers can give permission for authorised third parties to 
retrieve their bank account data and initiate payments from 
their bank accounts on their behalf. 

It is still early days for open banking. While a lot of 

experimentation is taking place with regard to use cases, a 

significant number of open banking-based offerings or services 

have yet to emerge. But once there is adequate infrastructure 

to enable open banking at scale, it should bring huge benefits 

to both consumers and companies. Consumers will be able 

to shop online without using payment cards, and they will be 

able to aggregate information from all their accounts – current 

accounts, credit cards and mortgages – in one place. 

Companies can already connect their bank accounts to their 

accounting software, but the process of extracting information 

can be difficult and time-consuming. Often it involves screen 

scraping and the uploading of csv files. With open banking, 

however, application programming interfaces (APIs) will enable 

companies to securely connect their accounting software 

packages with their bank accounts. ‘This means they can easily 

bring their bank account data into their accounting software 

and automatically reconcile payments against invoices,’ 

explains Kevin McCallum, chief commercial officer of cloud-

based accounting software provider FreeAgent. ‘They will also 

be able to pay their bills through their accounting software 

rather than by having to log in to their business bank account.’

Good financial management underpins business success. 

So, in future, open banking will enable companies to operate 

more effectively by giving confidence that the data contained 
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within the company’s financial accounts is correct. It will also 

establish accounting software as the hub of the business going 

forward, as it allows business owners to run their businesses 

from one platform rather than multiple platforms, saving time, 

reducing frustration and eliminating the errors that arise when 

information is manually typed into a spreadsheet. 

McCallum believes that the role of accounting software as 

the hub of the business will be further reinforced when the 

use of APIs is expanded to enable the software to access 

information from other service providers in addition to 

banks. ‘It could access data relating to tax, insurance, utilities 

and non-bank financial products such as pensions, as well 

as automated information from social media platforms or 

ecommerce stores,’ he says. ‘It could overlay this data with 

machine learning and predictive analytics technology to 

identify trends and benchmark the 

business against its competitors.’ The 

accounting software of the future is 

destined to be a proactive tool that 

assists the business owner with the 

whole process of running a business.

Better services
For accountants, the main 

advantages of open banking include 

having access to more reliable 

client information and being able 

to collaborate better with their 

clients.It will also remove from their 

to-do lists a host of mundane tasks 

related to data creation, collection 

and verification. Instead, they will be able to offer more 

data-driven insights to their clients – for example, by being 

able to warn when a client’s imminent tax obligation exceeds 

the cash balance in the company’s bank account. This will 

enable accountants to offer more value and open up fresh 

opportunities to generate revenue, possibly by providing 

innovative services that no one has even thought of today. 

McCallum points out that new software solutions will also give 

accountants greater visibility across a large volume of clients 

and allow them to focus on the requirements of specific clients 

who may need their assistance at a particular point in time. 

Making Tax Digital
The potential for open banking to affect the services offered 

by accountants is particularly relevant in the context of 

Open banking will 
be considered a 

success if it is not 
talked about at 
all because it is 

simply part of the 
process and the way 

things are

the government’s Making Tax Digital initiative. ‘Making 

Tax Digital requires businesses to submit tax returns that 

are based on data that has been correctly inputted and 

categorised,’ says McCallum. ‘As a result of the initiative, 

many businesses that may not have employed an accountant 

to do their book-keeping in the past will now do so because 

they fear inadvertently paying too much or too little tax. 

These businesses will not necessarily want to pay substantial 

monthly fees, however, so accountants will need to consider if 

they want to serve them. If they do, it might be the case that 

they offer a new service – such as “micro-assurance of the 

data” before a tax return is filed.’

Opening up communications
Another important consideration for accountants is how 

they want to communicate 

with their clients in future. 

Accounting software providers 

will increasingly make it easier 

for accountants and clients to 

communicate with each other 

using their solutions – for 

example, through always-on, 

instant messaging-type platforms.

At the same time, the 

phenomenal rise in smartphone 

usage over the past decade 

should be prompting accountants 

to consider where they fit in the 

process of how people use their 

mobile devices to interact with 

their finances. It is likely that accountants will continue to 

play a significant role in influencing the technology choices 

of their clients. 

Today, very few people outside of the finance, technology 

and utilities sectors will know what open banking is. That’s not 

necessarily going to change in future, either. Open banking 

will be considered a success if it is not talked about at all – 

even by those who work in the finance, technology and utilities 

industries. That’s because it should simply be part of the 

process and the way things are. 

‘Ultimately, it is not the concept of open banking itself that 

matters,’ argues McCallum. ‘It is the positive change that it will 

enable over time.’ AB

Sally Percy, journalist

Content sponsored by FreeAgent, which develops award-winning accounting software for small businesses 
 and their accountants. Find out more at Freeagent.com
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Net gains

See AB’s video on football finance at bit.ly/AFF-foot.

The bountiful game
As the football season comes to a close, it’s notable that the big-name clubs generate 
not just significant fees for firms but also a huge amount of highly desirable publicity

It is a truth universally acknowledged that top flight 
football is a lucrative business. Many parties in the supply 
chain benefit, and professional services firms are no 

exception, with the Big Four and mid-tier cashing in. 
Quite apart from the high values of the audits (£500,000 for 

PwC’s audit of Manchester United for the 2017/18 season), 

there are many other valuable lines of business for the firms. 

Player valuations, reports on football finance and regulatory 

compliance are all giving accountants a slice of the market. 

Deloitte, for example, was involved in putting together 

European football governing body UEFA’s financial fair play 

(FFP) rules, designed to prevent clubs from overspending and 

getting into financial difficulty. 

‘FFP is trying to stop owners 

with significant private wealth 

propping up the clubs, and instead 

encouraging them to manage their 

costs better,’ says Guillaume Nayet, 

assurance partner at PwC. ‘We help 

check the clubs’ submissions to 

UEFA, and within that we look at 

their IFRS reporting to ensure they 

account for transactions correctly 

and consistently.’

PwC’s report Accounting for 
typical transactions in the football 
industry: issues and solutions under 
IFRS looks at how to manage 

and report issues such as player 

transfer fees, stadium leases, signing-on bonuses, agent fees, 

grants and donations. ‘Football clubs’ transactions are often 

complex and they need a lot of support,’ explains PwC partner 

David Mason.

Mid-tier firm Grant Thornton advises clubs on structures for 

player loans, pre-season and post-season club tours, overseas 

taxes, contract structure, unique transfers, and more. ‘Being 

a network organisation, we represent clubs and players in 

different countries, assisting with wealth advisory, tax solutions 

for players, employer issues, etc,’ says Tom Moon, Grant 

Thornton’s head of sport. ‘We advise on best ways forward. If 

the club has operations in Asia, for example, we’ll help them 

leverage commercial opportunities in that region.’

‘We always look at the business side of football, but 

increasingly it’s about how the knowledge that is gained 

through data and financial analysis can then have a benefit on 

the pitch,’ explains Tim Bridge, director in Deloitte’s Sports 

Business Group. ‘For example, we’ve worked with a number 

of clubs to establish whether their football academies are 

producing a return on investment. We do this by means 

of data analysis, comparisons between the football clubs, 

accumulated knowledge and experience, and applying good 

practices from various other areas of the firm.’

Data analysis also plays a key 

role in providing publicly available 

financial analysis of the sport. KPMG, 

for example, launched its own 

interactive digital platform, Football 

Benchmark, which offers analysis of 

the business of football. ‘We collect 

vast amounts of data to produce our 

three dashboards – club finance and 

operations, social media analytics, 

and player valuation,’ explains 

Andrea Sartori, global head of sports 

at KPMG. 

Headline hit
KPMG’s player valuation tool 

grabbed headlines earlier this year when it revealed that 

Paris Saint-Germain’s Brazlian forward Neymar was the most 

valuable (at €229.1m) of 4,000 players across the top 11 

European and South American leagues. ‘We developed our 

own algorithms to work out their values,’ says Sartori. ‘This 

incorporated their performances, age, nationality, length of 

contract, team, economic value and more.’

Football clubs can buy a premium version of the Football 

Benchmark platform, which gives them access to everything in 

the database. KPMG also has its European Champions Report, 
which reviews and compares business performance indicators 

of the champions of Europe’s top eight leagues, and The 
European Elite: Football Clubs’ Valuation.

‘It’s a sexy industry 
that is exported 

all over the world. 
That gives us 

great exposure 
when our brand 
is attached to it’
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Neymar and Kylian Mbappé are the two most valuable 
football players in the world, at a club, Paris Saint-Germain, 
ranked 11th by enterprise value (€1.085bn–€1.2bn).

For the cachet
‘These are great for brand awareness,’ says Sartori. ‘Football 

clubs are actually only mid-size business enterprises. 

Manchester United is valued at €3.2bn. There are hundreds of 

companies worth more than that. But it’s the cachet, emotions, 

brand and fan support that make football different. It’s a sexy 

industry that is exported all over the world. That gives us great 

exposure when our brand is attached to it. I am bombarded 

with job requests.’

Bridge says: ‘Our Annual Review of Football Finance and 
Football Money League analysis are like our calling cards. They 

show that we are respected and knowledgeable when it comes 

to football business insights. For example, our latest Money 
League was in all the news outlets, and about 30 to 40 million 

people on social media worldwide engaged with the content.’

And should investors decide they want to buy a football 

club, ‘we hope they then turn to us for any sort of advice 

as they go through that process’, he adds. 

Indeed, the football work done by a firm can act as 

an advert to attract the next generation of accountants. 

‘I would love to know how many people turn up to a 

Deloitte graduate interview and say they heard about 

us through football. I’d imagine it’s a large proportion,’ 

Bridge speculates. ‘The amount of accounting work we 

do is minimal, but the skills you gain through doing an 

accountancy qualification are transferable, and that’s the 

beauty of working in football.’ AB

Chris Evans, journalist
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Tech rescue
XE, in association with ACCA, looks at how technology is enabling global 
businesses to make complex international payments more efficiently

In today’s highly connected global economy, companies 
are able to do business around the world at the click 
of an icon. They can source supplies from all corners, 

while flexible working patterns mean that they can have 
mobile employees with feet on the ground wherever 
they do business. 

But securing the deal is one thing; paying for it is another. 

Clear processes need to be adopted so that the right 

supplier is paid in the right currency at the right time. Even 

costs, release resources and 

manage reputational risks. 

‘The challenges that most 

businesses and their finance 

functions face fall into two areas,’ 

says Thom Groot, European managing 

director at global currency data and 

international payment specialist XE. ‘The first is 

that the money gets there on time, which can be 

difficult if the business is making a payment outside 

the major currency corridors of pounds, dollars 

and euros. The second is that, depending on the 

number and variety of payments, such transactions 

can be a real time-sink and administrative burden.’

A further area of complexity is that exchange rates 

can fluctuate, and such swings can, as Groot points out, 

‘be a bit of a headache’. The difficulty is exacerbated 

if the business is making multiple payments in multiple 

currencies. ‘Businesses don’t exist to solve these kinds of 

problem; they are in business to solve their customers’ 

problems,’ Groot says.

if the company is dealing only with a handful of businesses 

in a small number of countries, the payment process can 

easily go wrong. Delays, inaccurate exchange rates and 

inaccurate account numbers can all add up to unpaid suppliers 

and employees, and additional charges.

Fortunately, technology can come to the rescue. Even in the 

past five years, the ability to make swift and accurate complex 

international payments has progressed immeasurably. For 

a finance function, the appropriate technology can reduce 
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Money on the move
If money makes the world go 

around, we must be spinning 

furiously. The Swift international 

payment network handles more 

than US$1.25 quadrillion a 

year, Chips US$400 trillion and 

Fedwire US$900 trillion. Add 

smaller payment networks into 

the mix, and more than US$2.5 

quadrillion flows across borders 

every year. 

That said, any business with international operations can 

face a variety of administrative challenges. There will be the 

requirement to achieve global pay dates to avoid employee 

and supplier dissatisfaction. The business will want to avoid 

delayed or incorrect payments, which will involve added 

resource and cost. Even if the business is based solely in one 

country with purely domestic customers, it is possible that 

back-office functions, such as accounting and software, are 

based overseas. All need to be paid.

Technological solutions
A technology-driven solution should 

be able to take control of the 

whole process. It could streamline 

a typically resource-heavy set 

of tasks, and in many instances 

remove complexity and introduce 

greater simplicity. Manual processes 

can be reduced or eliminated 

altogether, while the speed and 

accuracy of high-volume, time-

sensitive payments should improve 

considerably. And for the finance 

function, technology can be utilised 

to create detailed reports to speed 

up reconciliation processes, while 

providing accurate real-time management information.

The level of technology required varies from one business 

to another and will logically depend on the volume and 

destination of payments. Payments volume can be from as 

little as a handful each month to many thousands. ‘There 

are a number of solutions available that will depend on the 

sophistication of the company and the complexity of their 

international payments,’ explains Groot.

It’s now very easy to carry out a single payment online, either 

through a bank or an international payment company. But if 

the business is making multiple complex payments, a number 

of different techniques can be used. 

It could be as simple as uploading to an international 

payment platform a spreadsheet of the payments that need 

to be made on a particular time, day or week. For larger 

businesses looking for a more automated solution, software 

can now be integrated into a business’s own systems, often 

through an API (application programming interface). ‘The 

whole process between a business and the international 

payment company can become more integrated and more 

seamless; this is the way the world is moving,’ Groot says.

Manual processes 
can be reduced 

or eliminated, 
while the speed 
and accuracy of 

high-volume, time-
sensitive payments 

should improve 
considerably

Using this international payment technology can create a 

number of efficiencies and cost savings – from securing more 

favourable exchange rates to reducing the number of hours or 

days spent setting up the payments. The top five efficiencies 

are as follows:

* With a specialist international payment provider, you 

may get a more favourable exchange rate and lower 

transaction charges.

* Making payments at the right time can improve visibility of 

cashflow.

* By reducing the manual effort required to set up 

payments, you can save costs and reallocate resources.

* Reconciliation processes can be simplified.

* By automating the process, management reports can 

become easier and quicker to produce.

One final point: by automating the process and achieving 

greater integration of the international payment system, more 

steps are removed, which in turn will remove the risk of error, 

which has to be good news for finance functions. AB

Philip Smith, journalist

Content sponsored by XE, which provides international payment solutions to businesses.  xe.com/business

The ability to make such payments in an automated fashion 

has accelerated considerably in recent years, and it is a trend 

that is set to continue. ‘The most progressive companies were 

looking at this and talking about it five years ago, but now it is 

far more mainstream and seen as far less of a risk,’ says Groot. 

‘Looking five years ahead, the adoption of APIs and integrated 

solutions around ERP platforms will become easier to 

implement, with larger businesses creating their own bespoke 

solutions. But it will also become much more accepted that 

SMEs can use this technology as well.’
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Space pioneers
The shift to shared offi ce space continues to grow, with technology the key enabler in 
creating co-working communities of entrepreneurs, freelancers and startups

Across the ages
Use of co-working spaces varies widely between generations.

Well appointed 
Connectivity, security and print facilities rank top in the 

users’ decision to select a particular co-working space.

No stopping them
The global co-working industry is expected to expand 

to 30,432 spaces and 5.1 million members by 2022 – a 

12% compound annual growth rate over fi ve years.

All mod cons
Co-working offers fl exibility to fast-growing startups, 

but that is not the only reason why participants enjoy 

these collaborative set-ups. 

Social and enjoyable atmosphere

 Wireless connectivity

Interaction with others

 Wireless security

Community

 Printing compatibility

Close distance to home

 VPN compatibility

Like-minded people

 Printing security

Good transport connections nearby

 Audio conferencing

Good value for money

 Monitor/screen capabilities

 Monitor/screen options

 Video conferencing

Basic offi ce infrastructure

Knowledge-sharing

 On-site tech support

Big open workspace 

10%

10% 20% 30% 40% 50% 60%

20% 30% 40% 50% 60% 70% 80% 90% 100%

37% 
30–39

37% 
Yes, we plan to 
open at least one 
more co-working 
location
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6

7
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9
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23% 
40–49

33% 
No plans to expand

9%
50–59

27%
Yes, with more 
desks and space in 
our current location

3%
60+

8%
Yes, we plan to 
move to another, 
larger location

28%
18–29

7%
Other

More information

Data for Rise of the Co-Workers was compiled by 
Raconteur at bit.ly/co-worker-rise.
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AI explainer 
Some of the AI concepts that give the technology its potential: 

* AI: computer systems that can perform tasks normally 

requiring human intelligence, such as decision-making, 

language translation and speech recognition. 

* Algorithm: a set of rules or a sequence of instructions that 

are followed to complete a task. 

* Machine learning: an application of AI that looks for patterns 

in historic data to predict similar patterns in new data and 

uses this to improve its performance. Examples include 

Pinterest (content discovery) and Twitter (curated timelines). 

* Deep learning: the use of artificial neural networks to learn 

from large amounts of data. Examples include PayPal 

(monitoring of transactions to identify suspicious activity). 

* Natural language processing: the facilitation of human-

computer interaction through recognition of and response 

to nuances in human language. Examples include Baidu 

(search engine), IBM Watson and Amazon Alexa. 

Learn more at accaglobal.com/digital.

Science reality
Once a concept firmly located in the realm of science fiction, artificial intelligence is 
now a reality – and that could be good news for professional accountants

Once upon a time, artificial intelligence (AI) was 
all science fiction and no fact. Now, AI-enabled 
products and services are proliferating, and AI’s 

capacity to significantly change how we live and work is 
becoming ever more apparent.

Public perception changes with familiarity, but predictions 

about AI’s pros and cons span a bafflingly broad range. At one 

end of the spectrum is tech entrepreneur Elon Musk. ‘Mark 

my words, AI is more dangerous than nukes,’ is just one of his 

dire warnings about all-singing, all-dancing ‘general AI’ rather 

than the functional, narrow AI used in his Tesla cars (and other 

current AI applications). 

At the other end of the spectrum is Steve Wozniak, co-

founder of Apple. He used to share Musk’s forebodings, but 

last year declared: ‘AI doesn’t scare me at all.’ Why? Because 

a two-year-old needs only see a dog once to be able always to 

recognise one, whereas a computer has to see a dog over and 

over again to achieve that level of recognition. 

Wendy Hall, computer science professor at the University 

of Southampton and an expert on AI, has a more balanced 

perspective. ‘There will be lots of positive benefits, but we 

need to get a grip of the downsides,’ she says, because 

change is happening very fast. AI technologies such as 

natural language processing, machine learning and machine 

processing are already improving processes, enhancing 

interactions, solving problems, performing functions and 

making decisions that used to be the preserve of humans. 

Expect ‘escalation and acceleration’, says Hall. 

Mother lode
Only time will tell what AI is capable of. Meanwhile all kinds of 

organisations across all business sectors are jumping on the 

bandwagon, implementing solutions that AI makes possible 

today and exploring what it could make possible tomorrow. 

The really big AI successes, however, may be concentrated 

among the biggest online service and storage companies such 

as Alibaba, Amazon, Google and WeChat, because they have 

a head start and vast amounts of data. 

‘Data is the key raw material that feeds machine-learning 

algorithms,’ says Narayanan Vaidyanathan, head of technology 

insight at ACCA. Massive growth in data volumes is one of the 

keys to AI advances. ‘We are producing lots more data than in 

the past, and our processing and computing capabilities are 

also expanding like never before,’ he says. ‘Tools like machine 

learning are poised for significant take-up because we have 

raw material and the ability to process it.’ 

Access to that raw material can be uneven. AI pioneers 

such as Amazon and Google have always valued the vast 

amounts of data willingly ceded to them, and have spent years 

preparing for the transition to macro-level applications of AI. 

‘The last 10 years have been about building a world that is 

mobile-first, turning our phones into remote controls for our 

lives. But in the next 10 years, we will shift to a world that is AI-

first,’ wrote Google CEO Sundar Pichai in a 2017 blog. 

Pichai predicts a world where ‘computing becomes 

universally available – at home, at work, in the car, or on the 

go – and interacting with all of these surfaces becomes much 

more natural and intuitive, and above all, more intelligent’. 

This shift appears to be well under way. There are chatbot 

educators, and legal and finance professionals are interacting 

with AI applications in areas as diverse as audit, financial 

services delivery and close processes, and fraud detection. 
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A new ACCA report, Machine learning: more science than 
fiction, examines early-stage AI applications, shares current 

thinking on the use of machine learning, considers the ethical 

implications for the professional accountant, and explores how 

AI will influence future skills for professional accountants. The 

report also considers emerging issues such as how machine-

learning algorithms make judgments, the avoidance of bias 

in data sets and algorithms, algorithmic accountability, and 

ensuring data provenance and veracity. 

‘Data can only be used to create insight if it is clean and has 

been validated and properly managed,’ says Vaidyanathan. 

This presents an opportunity for the profession. In many 

organisations, senior finance people manage governance, 

structure and processes; as the amount and value of data 

increases, so will the involvement of finance professionals. 

The vital go-between 
The growing ubiquity of data may drive growth in the 

profession. Accountants have access to data from across the 

business, work with operational data and are increasingly 

involved in processes that reflect the changing nature of 

strategic and corporate reporting. In the brave new world of 

data-enabled AI, the profession brings some very valuable 

skills to the table. ‘If you want to get insights from the data 

that add value, you need to understand where you are going 

as a business and to link what you are doing with the data with 

where you are trying to go as a business,’ says Vaidyanathan. 

Professional accountants understand how an organisation’s 

strategy, financial and non-financial information interact, 

and can communicate the resulting picture of value creation 

and direction for the company. Algorithms do lots of clever 

computation but you need business knowledge to ask the right 

questions and interpret the answers. ‘Professional accountants 

can add value in terms of bringing their professional scepticism 

and ability to interrogate, and having oversight of what the 

algorithm is doing,’ says Vaidyanathan.

Who’s liable? 
The spread of machine-learning algorithms raises a host of 

thorny questions on accountability. Professor Karen Yeung at 

Birmingham Law School in the UK says there are questions to 

be asked about the distribution of authority, responsibility and 

liability, and who should be held accountable. AI’s utilisation 

of data is creating new data protection issues. However, 

meaningful ethical regulation of AI systems will be difficult 

to mechanise, not least because AI components and data 

from multiple jurisdictions are being built into products and 

services. ‘Grappling with these questions is the Wild West; 

nobody really knows what data ethics is,’ Yeung says. 

Given that the abilities of AI are growing in proportion 

with data volumes, the world’s non-stop data growth seems 

likely to bring more problems. At some stage there may be 

an argument for breaking up tech giants or curbing their 

emerging monopoly on data. If we want to enjoy the benefits 

of AI we need to deal with some of the burdens – fast. 

Because as Hall observes: ‘The genie is out of the bottle.’ AB

Lesley Meall, journalist
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Trouble’s brewing
The cyber threat landscape is changing fast, with CFOs finding that 
they are now having to run to keep up

App attacks, cryptojacking, ping of death (the 
sending of a malicious ping to a computer), zero-day 
vulnerabilities – the A-Z of cybersecurity threats 

is constantly growing. New menaces emerge almost daily, 
the number of attacks is increasing, and no individual or 
organisation is invulnerable. ‘It is no longer a case of if 
you will be attacked, but when,’ says Geraldine Magarey, 
thought leadership and research leader at CA ANZ. A perfect 
cyber storm is brewing, and CFOs need to understand and 
mitigate the associated risks.

There are signs, however, that many CFOs and their finance 

teams regard cybersecurity as somebody else’s problem – the 

IT department is typically the one in the frame. Recent global 

research among more than 1,500 members of ACCA and 

CA ANZ found low levels of cyber risk awareness. ‘CFOs often 

regard cyber risk as a technology issue, not a governance or 

business issue,’ says Magarey. The research, Cyber and the 
CFO, a joint report with the Optus Macquarie University Cyber 

Security Hub and Singtel Optus, indicated that cyber threats 

did not register prominently, except perhaps where privacy 

was more front of mind as a result of recent legislation.

You are not alone
The responsibility for managing and mitigating cyber risk does 

not rest solely on the shoulders of CFOs. ‘It is the collective 

responsibility of the C-suite,’ says Clive Webb, senior insights 

manager at ACCA. However, CFOs are becoming more 

involved in operational crisis planning as business operating 

models evolve. ‘As more businesses are cloud-enabled and 

more technology resources are third-party hosted, technology 

starts looking less like an operational domain in its own right 

and more like a strategic operational issue,’ says Webb. Failing 
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This means war
Wargaming by corporates is on the rise. The simulation of 

moves and counter-moves in real-time settings can be an 

effective way to test organisational reflexes, find gaps in plans, 

and develop collaborative judgment capabilities. 

‘Cyber war games are an important way to raise awareness 

of the latest cyber risks and attack types, as well as cyber risk 

management and adaptive response capabilities,’ says Daniel 

Soo, Deloitte risk and financial advisory principal. ‘The most 

impactful war games are those that use live knowledge of 

an organisation’s current threat environment to support the 

decision-making process.’ 

Industry bodies are also testing and practising their 

collective response and information sharing procedures. 

Examples include Cyber RX in the healthcare industry, and 

Quantum Dawn, a biennial exercise that most recently 

involved more than 50 financial institutions, utility and 

infrastructure providers, plus various government agencies.

Management consulting firm McKinsey suggests wargaming 

can help CFOs to strengthen their strategic decision-making 

by simulating various scenarios in which executive teams make 

big and consequential decisions under pressure. A podcast on 

the subject is available at bit.ly/McKinsey-WarGames.

to respond to this trend can have dire operational and financial 

consequences for organisations. 

Trying to recover after an adverse cyber incident such as a 

data breach or ransomware attack can be complex and time-

consuming. Money spent trying to remediate damage – to 

data, systems, relationships with customers and suppliers, and 

the reputation of the business – can quickly mount up. Then 

you need to factor in opportunity cost and loss of revenue 

due to downtime. ‘Cybersecurity is a business issue, not a 

technology issue. CFOs need to understand and act on this,’ 

says Webb, because the damage a cyber attack can cause is 

determined by how ill-prepared an organisation is.

Plan to survive
Basic cybersecurity controls can protect against the most 

common cyber attacks, according to British government 

organisation the National Cyber Security Centre (NCSC). Like 

public and private sector specialists in other countries, the 

NCSC has made some simple guidance freely available (go to 

bit.ly/NCSC-Guidance). Cyber risk and liability insurance may 

give you a sense of security, but implementing and regularly 

testing basic cyber monitoring procedures and controls will 

make your organisation more resilient to the most common 

threats and make recovery from adverse cyber incidents easier 

to manage when they do occur – as 

they inevitably will. 

All organisations should assume 

that they will be attacked, even 

small and medium-sized enterprises 

(SMEs). ‘SMEs think they are not 

a target because cyber attackers 

will go after somebody bigger, 

but this is not true,’ says Magarey. 

Adverse cyber incidents afflicting 

the biggest businesses and brands 

may grab headlines, but such victims 

are merely the tip of an iceberg. 

Beneath the waterline, many smaller 

organisations are also being attacked 

by cyber criminals. According to 

Verizon’s 2018 data breach investigations report, 58% of cyber 

attack victims were businesses with fewer than 250 employees.

No organisation can be 100% secure; but a lack of cyber risk 

awareness leaves small businesses less well prepared for cyber 

attacks than larger organisations and less able to deal with the 

consequences. Research by the US National Cyber Security 

Alliance found that 60% of small businesses go bankrupt within 

six months of falling prey to a cyber attack. Unfortunately, 

SMEs are increasingly popular with cyber criminals, who see 

‘SMEs think they are 
not a target because 
cyber attackers will 
go after somebody 

bigger, but this is 
not true’

small businesses as a soft target for 

penetration and extortion, and an 

easy-to-access conduit into supply 

chains; hence the appeal of sector 

and multi-industry cyber wargaming 

(see panel). 

The spread of internet connectivity 

among objects, organisations and 

people – the internet of things – is 

turning us all into links in a chain, 

and the associated cyber risks are 

unlikely to diminish any time soon. 

As technology advances, so do the 

weapons that cybercriminals can 

deploy, along with the sophistication of their methods. 

‘As a CFO, you need to appreciate how fast the nature of 

cyber risks and the types of attack you may face are changing,’ 

says Webb. This, though, does not mean you need to become 

an expert on app attacks, cryptojacking or ping-of-death 

attacks. Webb says: ‘As a CFO, you should know what you 

don’t know and who to ask when you do need to know.’ AB

Lesley Meall, journalist
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Who shares wins
Information sharing is key to tackling money laundering and corruption, as the 
audience at ACCA’s 2019 international public sector conference heard

Serious and organised crime is big business. Many 
people may have no personal experience of money 
laundering, corruption or other financial crimes, but 

fraud, scams and bribery can be found, often at alarmingly 
high levels, in every country on the planet. 

The World Economic Forum puts the global cost of 

corruption at US$2.6 trillion, or 5% of global GDP, while the 

World Bank estimates that more than US$1 trillion is paid out 

in bribes by businesses and individuals every year. And the 

UK’s National Crime Agency reports that financial crime affects 

more citizens more often than any other national security 

threat, and leads to more deaths than all other national 

security threats combined.

Conflict and terrorism fuel illicit 

business activities, including human 

trafficking and drug trafficking, 

which drive money laundering. And 

moving fraudulent gains around the 

world anonymously has become 

much easier thanks to the internet. 

Public sector accountants are in 

the front line of the battle against 

serious organised crime, corruption 

and money laundering. The issue 

came under the spotlight at ACCA’s 

ninth international public sector 

conference, held in the Czech capital 

Prague at the start of March (see 

also the ‘Public gathering’ article in 

this edition’s ACCA section). Yet public sector accountancy 

professionals note that many in their field do not see tackling 

financial crime as part of their remit. 

United front
A key reason why financial crime flourishes is a lack of effective 

communication. At the conference, speakers and practitioners 

argued that a more joined up, proactive approach is required, 

with authorities, organisations and individuals working 

in concert. Peter Eigen, founder of non-governmental 

organisation Transparency International (TI), said: ‘Corruption 

cannot be fought by any one sector or institution alone. It has 

to be a collective effort.’ 

Tackling the problem is a significant challenge for 

governments. Understandably, efforts vary between nations. 

Max Heywood, TI’s global advocacy coordinator, said: ‘Very 

few countries are meeting global standards, and there are 

gaps in the scope of anti-money laundering legislation.’ 

An ongoing TI research project, involving 70 countries and 

a range of stakeholders, is shedding light on the challenge, 

and examining how anti-money laundering frameworks are 

meeting their objectives. According to Heywood, lack of 

communication in response to suspicious activity reports 

(SARs) emerges consistently as an issue in a range of 

jurisdictions. He said project participants report filing SARs 

but getting no feedback from the authorities, leaving them 

wondering whether the SAR system 

does much good. 

Conference delegates presented 

various solutions, from the global 

to the personal, but all echoed 

the need for greater, and better, 

communication. From a global 

perspective, Heywood urged careful 

consideration of the United Nations 

Sustainability Development Goals, 

especially SDG 16, which relates to 

establishing good governance and 

strong institutions. ‘If this goal is not 

tackled – and if the public sector 

does not have the funds for it – it will 

undermine all of the others,’ he said.

Scaling up solutions and sharing them internationally is also 

important. ‘When you think of the thousands of accountants 

and professionals spread around the world, it’s a question 

of how to expand those initiatives to the whole population,’ 

Heywood said, adding that better coordination between 

agencies is vital. ‘There has to be an effort to aggregate and 

synchronise those efforts.’

Claire Jenkins FCCA, forensic accountant at the integrity 

and enforcement unit of Companies House, the UK company 

registration body, said: ‘If countries aren’t speaking to each 

other, it gives criminals a whole range of things they can do.’

She argued that even at the national level, communication 

between public bodies should be closer. ‘For too long, public 

‘Corruption cannot 
be fought by any one 

sector or institution 
alone. It has to be a 

collective effort’ 
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Views from the top
In a panel discussion at the conference, auditor generals 

from Jamaica, Nigeria, Pakistan and Tanzania discussed 

the challenges of creating and maintaining institutional 

independence as part of promoting sustainability.

Against a global backdrop of declining trust in government, 

Mussa Juma Assad, auditor general in Tanzania, stressed that 

independence must apply both to auditor generals and their 

departments. He acknowledged that ‘in newer democracies 

that can be a bit of a challenge. We have very strong 

personalities and weak institutions. When you have a strong 

personality in charge, they may not be interested in building 

strong institutions because they want to be seen to be powerful. 

It is a cycle that needs to be broken.’ Likewise, how to attract 

and retain competent staff is an ongoing dilemma, he said.

Anthony Mkpe Ayine, Nigeria’s auditor general, noted the 

need for political leadership and ‘the right resources’. 

Pamela Monroe Ellis, auditor general of Jamaica, stressed 

the role of technology in sustainability and high-quality audit 

in the public sector, observing that basic tools are still lacking 

across the Caribbean. ‘It’s about how to bridge that gap,’ she 

said. ‘It’s difficult to train someone in data analytics when they 

do not have such technology to use on a daily basis.’

sector accountants have worked within their own departments 

and no further,’ she said. ‘This has given a green light to 

fraudsters to exploit this lack of communication, because 

they know that departments aren’t speaking to each other. 

I cannot stress enough the importance of speaking to other 

government departments.’ 

Jenkins described a pilot project to share data between 

Companies House and the UK tax collection agency. ‘I knew 

that the lack of data sharing between us was holding us back. 

If we know that we can’t share data, the fraudsters know it too. 

It’s vital to bring those strands together.’ 

Maame Yaa Tiwaa Addo-Danquah FCCA, deputy 

commissioner in the Ghana Police Service, pointed out that 

professional accountants have a ready-made conduit for 

communication through their professional body. ‘Wherever we 

are, we have a society of accountants to call on,’ she said. ‘If I 

require information from an organisation, I know I have a point 

of contact. Bringing accountants together, sharing information 

and building the right kind of relationships goes a long way to 

help in the fight against crime.’ 

Jenkins urged practitioners to be proactive in fighting crime. 

‘This issue is not going to go away,’ she warned. AB

David Creighton, journalist in Prague
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Coping strategies

See our video in which Dr Rob Yeung 
offers advice on dealing with stress at 
bit.ly/ACCA-playlist.

Pressure points
The perception of stress and the ability to manage it vary from person to person, but 
there are techniques for coping with whatever comes your way, says Dr Rob Yeung

but not the same: it is possible to act on 

impulse, and it is also possible to make 

a plan but fail to follow through.

A third strategy involves getting 

advice or assistance. Sometimes, 

stressed individuals feel ashamed and 

withdraw from others, but research 

suggests that seeking guidance from 

colleagues, friends and professional 

advisers may be more beneficial.

Coping with stress effectively requires 

both problem-focused and emotion-

focused strategies. For example, 

people coping with situations such as 

unexpected job loss or illness often find 

comfort in humour – making jokes about 

the situation – while others turn to 

religion, spiritual beliefs or meditation.

Self-distraction is another coping 

strategy – using TV, reading, 

daydreaming or shopping, for instance. 

Taking the mind off difficulties in this 

way may work when people have 

invested properly in problem-focused 

strategies such as taking action and 

making plans. In cases of overwork, 

for example, it can be unproductive 

to put in yet more hours at the office, 

and switching off by doing something 

different at least for a while may be a 

better idea. In other situations, people 

misuse self-distraction – going shopping 

or watching TV rather than tackling the 

issues causing them stress.

One of the most effective emotion-

focused strategies is positive reframing. 

People who agree with statements such 

Stress is not something that has to 
happen to you. Two individuals can 
go through the same situation – job 
loss, long working hours, illness or 
bereavement, for example – yet report 
very different levels of stress.

In the late 1990s, the University of 

Miami’s Charles Carver looked at the 

effectiveness of particular behaviours 

and coping strategies at dealing with 

stress. For example, denial of issues 

is not uncommon but tends to bring 

further anguish. People who agreed with 

statements such as ‘I’ve been saying 

to myself this isn’t real’ and ‘I’ve been 

refusing to believe it has happened’ 

tended to report higher levels of distress.

Sometimes, people engage in 

behavioural disengagement, which 

is measured by agreement with 

statements such as ‘I’ve been giving 

up trying to deal with it.’ Another 

ineffective strategy is self-blame: people 

wasting energy on criticising themselves 

for the situation or wishing they could 

have done things differently. Self-blame 

is ineffective because it is clearly not 

possible to change what has already 

happened. Likewise, substance abuse 

– alcohol, medication or illicit drugs – is 

rarely helpful in the long run. It is better 

to deal with the root cause of the stress 

or to minimise the ensuing distress.

Tackling stress
In terms of dealing directly with the 

cause of a problem, three strategies 

have been linked to reduced stress. One 

involves taking action to improve the 

situation. A second involves planning – 

taking time to think ahead about steps 

to take. These two strategies are related 

Coping with 
stress effectively 

requires both 
problem-focused 

and emotion-
focused strategies
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More information

Dr Rob tweets @robyeung

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

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

What am I doing wrong?

AYou have been invited to interviews, so employers

 clearly see you as having solid qualifi cations and 

experience. When I coach job hunters to pass interviews, the 

problems I spot are often to do with either the credibility or the chemistry 

of the individual – and sometimes both.

In terms of credibility, interviewers are massively infl uenced by how you come 

across. If you do not appear articulate and confi dent when answering questions, they 

may doubt your credibility. So make sure you invest time in writing down examples of 

situations where you demonstrated key skills. For example, if the job requires ‘leading 

teams’ and ‘managing change’, then be sure to have examples – compelling, real 

stories to tell – of why, how and who you led in order to get results. Then rehearse 

your examples out loud as if you were speaking to an interviewer. Writing them down 

is of little use unless you can articulate them clearly under pressure.

The other main issue is often to do with chemistry: your enthusiasm, likeability and 

how much interviewers want to work with you as opposed to merely respecting your 

competence. Often, preparing and rehearsing interview answers allows candidates 

to relax more so that they can demonstrate more of their humour, warmth and other 

human qualities in the interview itself.

If you are not certain you are creating suffi cient rapport, fi nd a friend or mentor 

with whom you can practise being interviewed. Focus in particular on using your 

tone of voice, facial expressions and the speed at which you speak to convey 

qualities such as passion, humility and an appropriate sense of humour.

Tips for the top 
If you are listening to a colleague and fi nding them boring or diffi cult to understand, 

did you know that you may be partly to blame? In a classic study, researchers led by 

the University of Victoria’s Janet Bavelas asked participants to narrate personal stories 

one-on-one to listeners they had never met before. Some listeners were instructed 

to respond normally by nodding, using encouraging noises – mm-hms and okays – 

and reacting with appropriate facial expressions; other listeners 

were told to make far fewer responses. The subsequent 

analysis of video recordings of the conversations showed 

that narrators who spoke to less responsive listeners 

were rated as having told their stories signifi cantly 

less well. Poor listening disadvantages storytellers. 

Psychologists call listening cues a back channel – a 

stream of information directed at the narrator that 

infl uences the narrator’s performance. If you are an 

unresponsive listener, you put off speakers and make 

them harder for you to understand.

Dr Rob’s talent clinic

Q I have started applying for 

a new job and have had fi ve 

interviews. However, I have not been 

offered a job, nor have I been invited 

to any second-round interviews. 

as ‘I’ve been trying to see it in a different 

light, to make it seem more positive’ 

and ‘I’ve been looking for something 

good in what is happening’ tend to 

experience better psychological 

well-being. Positive reframing 

involves deliberately seeking 

out the benefi ts of a situation 

– for example, being fi red is an 

opportunity to look for more 

satisfying work, or illness is a 

chance to re-evaluate values and 

priorities in life.

University of Kent researchers Joachim 

Stoeber and Dirk Janssen found that 

positive reframing was of particular 

use for people with perfectionist 

tendencies and unrealistic standards 

for themselves. Seeking the positives in 

a situation takes mental effort but may 

help to reduce levels of stress.

Another effective emotion-focused 

strategy is to seek emotional support. 

This is about seeking comfort and 

understanding rather than advice. 

Colleagues and business acquaintances 

may provide practical assistance when it 

comes to fi nding a new job or handling 

diffi cult circumstances at work, but 

friends and loved ones may be better at 

listening and compassion.

Stress does not have to be passively 

endured. It can often be assuaged by a 

combination of tackling the problematic 

situation and using the right emotion-

focused coping strategies. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk.
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Shift + alt
With research concluding that work can change employees’ personality, it makes 
sense to start exploiting this characteristic. Nicola Davies explains how

static view of individual differences 

and characteristics because thriving 

emphasises growth and learning. I think 

that when we hire someone because 

they fit the job, we need to keep in 

mind that the fit is not static – the job 

will change, and so will they.’

The demands-affordances 

transactional model of personality trait 

development at work plots the multiple 

workplace factors that can influence 

changes in personality. It has three 

fundamental facets:

* demands – features of workplace 

tasks (such as project timelines and 

deliverables) or context feature, 

(such as team culture)

* affordances – the personality traits 

(such as organisational skills or the 

ability to multitask) that individuals 

use to manage workplace demands 

* the demand-affordance 
transaction – the process by which 

affordances are applied, adjusted 

and developed to meet demands, 

usually motivated by the goal of 

attaining positive outcomes in 

the workplace (such as rewards or 

job benefits).

The results of the demand-affordance 

transaction also impact demands and 

affordances. Woods explains: ‘People 

who have high demands and low 

control, for example, tend to increase in 

neuroticism over time.’

To illustrate this further, if a person has 

a job with a high level of responsibility 

but does not receive adequate support, 

then they may experience high levels of 

anxiety, stress and distress. Motivational 

elements in the workplace, such as 

bonuses and promotions, influence 

psychology at the University of 

Surrey in the UK. ‘The first examines 

normative development, which is 

the change in personality traits that 

accompany maturation. 

‘The second has looked at how 

individual experiences lead to 

individually specific change. These 

studies show, for example, that unique 

work experiences have a specific impact 

on how traits develop. 

‘The third looks at the role of 

interventions, showing that non-clinical 

traits do change and develop because 

of clinical intervention.’

Changes to personality are generally a 

response to changes in social roles, and 

work plays a very big part in people’s 

social lives.

Changing with the job
When personality traits are viewed as 

dynamic, they can be a powerful tool 

for continued development in the 

workplace – and even thriving in the 

workplace. Woods says: ‘The concept 

of thriving is incompatible with a 

According to the latest figures from 
the Organisation for Economic 
Co-operation and Development, 
individuals spend an average of 1,744 
hours a year at work (ranging from 
2,257 in Mexico to 1,419 in Norway). 
We all know that spending so much 
time in a single environment can impact 
us in numerous ways, but can work 
impact our personalities – the very core 
of our being? Recent research suggests 
that indeed it can. 

Personality is assumed to be an 

unchanging characteristic, which is why 

many organisations use personality and 

psychometric tests to predict how good 

a fit an applicant is to the position. The 

notion that personality is static is backed 

up by the existence of five personality 

taxonomies that are believed to be 

basic character dispositions that endure 

through adulthood:

* neuroticism – a tendency towards 

negative emotions such as anxiety, 

depression and self-doubt 

* extraversion – outgoing and 

sociable 

* openness to experience – curious 

and imaginative 

* agreeableness – kind, cooperative 

and considerate

* conscientiousness – driven to do 

tasks well.

However, research has indicated 

that personality is, in fact, a fluid and 

dynamic construct, changing over the 

course of time as a result of a range of 

factors, one of which is work.

‘The evidence for the development 

of personality traits comes from three 

lines of research,’ says Stephen Woods, 

professor in work and organisational 

‘When we hire 
someone because 

they fit the job, we 
need to keep in 

mind that the fit 
is not static – the 

job will change, 
and so will they’
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Make the most of your personality
* Keep close those who bring out the best in you. Spend time with colleagues 

who have a positive impact on your personality. If Jane brings out your 

conscientiousness and Derek your neuroticism, spend more time with Jane.

* Divide and conquer. Diffuse positivity into your environment by surrounding 

yourself with people, quotes, pictures and items that make you feel good and 

bring your agreeableness to the forefront. 

* Learn from others. Look for the strengths in others and establish how you can 

learn those skills or traits. Perhaps you admire Sarah’s openness to experiences. 

Which workplace tasks will bring out some of your curiosity, and how can you get 

more of these tasks?

* Self-develop. Spend some time on introspection to explore any personality traits 

you wish to improve or build on.

* Wholesome wellbeing. Focus on wellbeing outside of work – regular exercise, 

nutritious eating and kindness towards others – as this will generate a positive 

outlook that you can take to work with you. 

* Increase your autonomy. Find ways to demonstrate self-motivated actions, such 

as suggesting an improvement to an existing work process.

how individuals respond to demands 

and affordances, thereby impacting 

personality as well.

Harnessing change 
Humans are geared towards 

psychological growth, and this need 

for growth is primarily responsible 

for most personality changes. In this 

respect, personality change at work 

can be perceived as a developmental 

mindset linked to resilience, low stress 

and achievement. 

Research indicates that even modest 

personality change as a result of 

workplace demands and contingencies 

can have a profound, positive impact 

on an individual’s career growth. 

Some research even shows that an 

individual’s income may be reflected in 

their job-personality: the better the fit 

of personality traits with those that are 

ideal for the job, the higher the income.

It is good news that personality isn’t 

static. It complements our innate human 

need for growth and self-development. 

It also gives us the opportunity to 

improve our person-work fit, so that 

work becomes more than just a place 

we have to spend eight hours or more 

a day, five days a week; it becomes 

instead somewhere we can thrive. AB 

Dr Nicola Davies is a health psychology 

consultant, medical writer and counsellor.
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Power to the peoplePower to the people
Management might need to take a new perspective on how their teams are formed 
and motivated if they are to get the most from them, says Alison Young

outcomes. Disagreements about how to 

allocate resources or achieve outcomes 

is often more about the tension between 

the different agendas rather than a 

refl ection of the individuals themselves. 

The clash comes because they are being 

pulled in different directions by different 

external stakeholders, or because they 

have different perceptions about how 

the team needs to achieve its goals or 

its core purpose.

Start from the outside
Too often, our default can be to dive 

in and try to improve performance 

from the inside. Instead, starting 

from the outside will give the team 

new perspective, a common future 

How many times have you judged a 
team to be dysfunctional or simply 
not performing to the standard that’s 
required of it? A fi rst step in trying to 
‘fi x’ such a team is often to lift the lid 
and look inside to ask: what are the 
team dynamics? Where do different 
personalities or personal ‘styles’ clash? 
What are the unhelpful behaviours? 
While action in these areas may yield 
some short-term results, it may not 
produce sustainable team improvement 
because it fails to answer the key 
question: effective team dynamics for 
what purpose? 

In our haste to turn around a 

team’s performance, we can overlook 

important clues outside rather than 

inside the team. Gathering information 

from key stakeholders and the wider 

environment to clarify the purpose – and 

therefore the team’s licence to operate 

– will act like a magnet moving over 

iron fi lings lying randomly on a piece of 

paper. It will change their orientation 

to face a common direction and, when 

that direction is clear, there will be a 

motivation to embed new behaviours, 

collaborate with someone with a 

different style or work through that 

‘personality clash’.

In fact, the label ‘personality clash’ 

is often a misnomer. The ‘clash’ may 

be caused by different agendas being 

played out – for example, when two 

people are working to different goals or 
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Fast forward
As well as looking from the outside-in, 

it’s also worthwhile looking from the 

future-back: in other words, asking what 

will be required a certain period of time 

from now. This helps future-proof the 

impact of the team by keeping it agile 

to opportunities and threats.

Foundations for high performance are 

built on questions like these:

* How would we describe the task 

that our main stakeholder requires 

of us?

* What are our own personal hopes 

and vision for the business in the 

next two to three years?

* How far is our purpose, vision 

and strategy jointly owned by the 

whole team?

* What do we need to achieve by 

when, and how will we measure and 

demonstrate tangible success?

* How do our individual roles 

work together to achieve our 

collective ambition?

If this approach creates a sustainable 

level of high performance, then what 

stops many teams from doing it? Often 

the most challenging reason is that 

it requires the team to agree who its 

primary stakeholder actually is, and 

sometimes the most obvious answer 

is not the full one. When we overlay 

organisational politics, the fast-changing 

to focus on and a reason to want to 

put in place new behaviours or ways 

of working. 

Considering the team in its 

broader context helps us think more 

systemically and encourages us to 

draw on a richer range of infl uences 

and levers that create and sustain 

high team performance. In addition to 

giving the team more perspective both 

individually and collectively on what 

they’re in business for, it also grounds 

the team in their business context. They 

see the relevance and added value of 

their contribution, which in turn helps 

them make better decisions and use 

resources more effectively because they 

understand the ‘why’. 

environment in which teams operate, 

and the complexities of structures such 

as matrix, cross-company or cross-sector 

collaborations, the primary stakeholder 

may not be the obvious answer. 

While the person to whom the team 

reports may be the obvious primary 

stakeholder – and the person who 

wants to believe that they are the 

primary stakeholder – it may be that 

the real power lies elsewhere in the 

organisation. There may be other key 

infl uencers or budget holders who 

determine the fate of the team, or 

perhaps other decision-makers linked to 

regulatory or technological change who 

wield important power. 

Identifying and seeking out the 

opinion of the person or people who 

created the team – or who owns the 

mandate for its ongoing existence – is 

a good starting point, adding in others 

who also have a stake in the team’s 

existence and contribution. Listening 

to the needs of these stakeholders, and 

gathering information more broadly 

from the wider organisation or sector to 

consider trends into the future, will give 

the team a solid licence to operate and 

rich buy-in to the team’s success. Only 

once the mandate is clear is it worth 

the team moving on to address their 

vision, mission, scope and how they’ll 

work together based on what success 

looks like.

Only when the team has agreed 

and owns its collective ambition – and 

understands how individual roles need 

to work together to achieve it – will 

the scene be set to explore behaviour, 

style and team dynamics. AB

Alison Young is a director of Leaders 

in Change. @Leader_Insights.

Considering 
the team in its 

broader context 
encourages us to 
draw on a richer 

range of influences 
and levers
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Impaired vision

Adam Deller looks at developments 
in the IASB’s project on goodwill 
impairment at bit.ly/AB-Deller4.

Rainy days reconsidered
The most notable modification to the accounting standard for provisions looks likely 
to come from a change in how they are measured, as Adam Deller reports

The concept of an accounting standard 
for provisions is a long-standing feature 
of financial reporting, introduced to 
protect investors from companies 
engaging in profit-smoothing (because 
businesses with volatile earnings are 
regarded as riskier investments) by 
creating and releasing provisions to 
suit their situation. 

The standard’s key principle is that 

a provision is recognised if there is a 

probable outflow of economic events 

arising from a present obligation. As 

long as there is a reliable estimate, 

a liability is recorded on the entity’s 

statement of financial position. If the 

outflow is possible, but not probable, 

a contingent liability is recorded in the 

notes to the entity’s accounts, but not 

shown as a liability in the statement of 

financial position.

Similarly, a contingent asset relates 

to a potential future inflow, and is also 

shown only as a disclosure note, rather 

than being recorded as an asset in the 

statement of financial position. The bar 

for recognising a contingent asset is 

higher than for a contingent liability.

The introduction of IAS 37, Provisions, 
Contingent Liabilities and Contingent 
Assets, in 1998 aimed to prevent entities 

from being able to simply record 

provisions (and related expenses) in 

good years where targets are exceeded, 

releasing the liabilities (and so reversing 

the expense) in lean years. This standard 

has stood largely unchanged for many 

years, acting as the gatekeeper for the 

recognition of uncertain liabilities in 

many cases.

In 2015, the International Accounting 

Standards Board (IASB) decided to 
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conduct research on changes to IAS 37 

pending the fi nalisation of the revised 

Conceptual Framework. Following 

the publication in March 2018 of the 

updated framework, the research 

project for IAS 37 is fi nally active.

The issues surrounding the research 

project and the discussion around the 

accounting for provisions will examine 

the defi nitions used and the recognition 

and measurement criteria. We’ll look at 

the issues and potential actions to be 

taken for each of these.

Definitions
One of the issues is the defi nition of a 

provision, crossed with the defi nition 

of a liability. According to IAS 37, a 

provision is a liability of uncertain timing 

or amount, so the project was held 

back while the defi nition of a liability 

was under discussion for the revised 

Conceptual Framework.

The defi nition of a liability has now 

changed under the revised framework. 

Previously defi ned as ‘a present 

obligation of the entity arising from 

past events, the settlement of which is 

expected to result in an outfl ow from 

the entity of resources embodying 

economic benefi ts’, a liability is now 

defi ned as ‘a present obligation of the 

entity to transfer an economic resource 

as a result of past events’.

This change is likely to result in some 

of the most signifi cant discussions 

within the IAS 37 research project, as 

the defi nition of a liability no longer 

mentions expected outfl ow, whereas 

the standard continues to require a 

probable outfl ow of economic benefi ts 

to be recognised. Following the 

updates to the Conceptual Framework, 

the IASB believes the change is more 

of a recognition issue than a defi nition 

issue, so we will focus on the change in 

relation to possible recognition issues.

In addition, an explicit reference to 

prudence has now been included in 

the Conceptual Framework. It states: 

‘Prudence is the exercise of caution 

when making judgments under 

conditions of uncertainty.’ 

IAS 37 has long applied the principle 

of asymmetric prudence, which can be 

highlighted by looking at an example 

of a legal case. Imagine that entity A is 

being sued by entity B for $100,000 and 

is likely to lose the case: entity A must 

record a provision for $100,000, but 

entity B can only record a contingent 

asset (disclosing it in the notes to the 

fi nancial statements). 

Even though the probabilities are 

the same on each side of the equation 

in this example, the treatment in the 

books of both entities is different. 

Entity A must be prudent by recording a 

liability, while entity B must be prudent 

by only disclosing the contingent asset 

rather than recognising an asset in its 

fi nancial statements.

The IASB has concluded that 

asymmetric prudence is not an essential 

part of faithful representation, but that 

it is useful in certain contexts, such as in 

IAS 37. It will therefore remain in IAS 37 

and is unlikely to change.

Recognition criteria
While the defi nition of a liability may 

have changed, it is unlikely that this will 

affect the recognition of a provision in 

this sense. IAS 37 has often employed 

different criteria from other standards 

through the use of the ‘probable 

outfl ow’ threshold and the asymmetric 

prudence mentioned above.

Many respondents to the initial 

research project were concerned that 

the probability criteria in IAS 37 would 

be removed in line with the changes 

to the Conceptual Framework, but the 

IASB appears to have little appetite 

for that. It believes the recognition of 

provisions is working reasonably well 

and there is no particular requirement 

for this to be changed.

The definitions 
and recognition 

and measurement 
criteria of the 

accounting for 
provisions will be 

examined
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costs: direct labour, direct materials, 

cost allocations that relate to contract 

activities (such as supervision, insurance, 

depreciation), costs explicitly charged 

to the counterparty under the contract, 

and other costs incurred only because 

an entity entered into the contract.

Next steps
The likely way forward is a change to 

some wording to refl ect the updates 

to terminology in the Conceptual 

Framework, particularly the defi nition of 

a liability. It is also possible that some 

explicit reference to prudence will be 

incorporated. These changes are likely 

to be relatively minor and will not affect 

the process of accounting for provisions 

or contingencies for entities.

Despite the concern that the need for 

a probable outfl ow of economic benefi ts 

could be removed, this appears unlikely. 

The IASB has already concluded that 

while the defi nition of a liability no 

longer needs an expected outfl ow, the 

probability element is a recognition 

issue. It is therefore likely to remain in 

the standard, as the IASB has given 

no indication that any changes to the 

recognition are required or proposed.

The IASB will press on with the 

narrow-scope adjustments in relation 

to onerous contracts, which is likely to 

result in more specifi c guidance on the 

costs to be included. In addition, it will 

seek feedback on any other aspects of 

IAS 37 that stakeholders may feel need 

amending. Responses will be gathered 

in the fi rst half of 2019, with the aim of 

developing recommendations in the 

third quarter. AB

Adam Deller is a fi nancial reporting 

specialist and lecturer.

Measurement criteria
Of all the areas to be looked at in the 

research project, the measurement of 

provisions seems most likely to result in 

notable changes to the standard. From 

initial research, there has been diversity 

noted in the measurement of provisions 

recorded, particularly on discount rates 

and which costs should be included in 

calculating the amount of a provision. 

IAS 37 does not specify whether the 

rates used to discount future cashfl ows 

should take into account the risk of non-

performance by the entity, sometimes 

called the entity’s own credit risk.

Nor does IAS 37 specify whether 

a provision should include only the 

incremental costs of fulfi lling an 

obligation or also allow an allocation 

of directly attributable overheads. This 

situation is already under consideration 

in the form of an exposure draft that 

considers the costs to be included in the 

recognition of an onerous contract.

IAS 37 defi nes an onerous contract 

as one in which the unavoidable costs 

of meeting the obligations under the 

contract exceed the economic benefi ts 

expected under it. It also states that 

those unavoidable costs refl ect the least 

net cost of exiting the contract, which is 

the lower of the cost of fulfi lling it and 

any compensation or penalties arising 

from failure to fulfi l it. 

It all sounds pretty sensible, and the 

rule for an onerous contract is that a 

provision is recognised in full for the 

loss to be made under the contract. The 

problem that has arisen is that IAS 37 

does not specify which costs to include 

in determining the cost of fulfi lling a 

contract, which is where the exposure 

draft comes in.

The IASB proposes to specify in IAS 37 

that the cost of fulfi lling a contract 

comprises the costs that relate directly 

to the contract, rather than only the 

incremental costs. The exposure draft 

goes on to suggest examples of such 

The definition of a 
liability may have 
changed, but it is 
unlikely to affect 

the recognition of 
a provision
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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

to make HMRC a secondary preferential 

creditor for certain tax debts paid 

by employees and customers on the 

insolvency of a business. It includes 

deductions made under PAYE (including 

student loan repayments), NIC 

(employee contributions only), CIS and 

VAT that have been deducted and are 

due to HMRC at the commencement of 

the insolvency. 

The consultation proposes that the 

rules will apply for ‘all formal insolvencies 

that commence after 6 April 2020’.

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

Finance Act 2019
The Finance Act 2019 received Royal 

Assent on 12 February 2019. Certain 

key provisions were passed without 

amendment or much debate while 

others were amended and heavily 

debated, with representations being 

made by ACCA. Find analysis at bit.ly/

ACCA-taxation.

R&D
In the Budget 2018 the government 

announced that ‘the amount of payable 

tax credit that a qualifying loss-making 

business can receive through the relief 

in any one accounting period will be 

capped. The cap will be three times the 

company’s total PAYE and NIC liability 

for that year’ and will be implemented 

for accounting periods starting on or 

after 1 April 2020. HMRC states in the 

consultation that as ‘genuine companies 

are not the intended targets of the 

cap the government will work with 

stakeholders to refine its application so 

that legitimate companies and business 

models will be protected as far as 

Audit and reporting

Going concern
The Financial Reporting Council 

consultation on revisions to International 

Standard on Auditing (ISA) (UK) 570, 

Going Concern, is open for comment 

until 14 June. As briefly highlighted last 

month, it makes a number of proposals, 

including that ‘auditors make greater 

effort to more robustly challenge 

management’s assessment of going 

concern, thoroughly test the adequacy 

of the supporting evidence, evaluate 

the risk of management bias, and make 

greater use of the viability statement’. 

There are also revisions in reporting 

requirements within the consultation. 

More at bit.ly/frc-go-conc.

 

Tax 

Off-payroll working 
As highlighted last month, the 

consultation on off-payroll working rules 

highlights that the public sector reform 

is being extended to the private sector 

and will apply from 6 April 2020. It is 

open for comment until 28 May. The 

government, at this stage, has decided 

‘that the smallest organisations will not 

be affected by the reform and will not 

need to determine the status of the off-

payroll workers they engage’. However, 

many may wish to look at the rules and 

comment on them.

The document is clear that ‘the 

reform requires the fee-payer to 

operate the rules for tax, NICs and the 

Apprenticeship Levy in the same way as 

for a normal employee’.

You can read an analysis, an update 

and how you can provide feedback to 

ACCA at bit.ly/ACCA-opr.

Standards in taxation 
The latest Professional Conduct in 

Relation to Taxation (PCRT) has been 

updated with a new digital structure to 

make it easier to navigate. It is effective 

from 1 March 2019. Please read and 

digest the latest PCRT at bit.ly/ACCA-

guides-fact.

MTD for VAT
You can find the latest support, 

including bridging software guidance, 

educational materials, engagement 

letters and other practical guidance, 

at bit.ly/ACCA-mtd-soft and bit.ly/

ACCA-engage-tax.

Preferential creditors
As highlighted last month, the 

consultation Protecting your taxes in 
insolvency is open until 27 May and 

sets out the government’s intention to 

introduce legislation in the Finance Bill 

Accountex 2019
You can find a roundup of activity at this year’s Accountext event in London at 

accountex.co.uk. If you are reading before 1-2 May 2019, we look forward to seeing 

you at our stand and theatre at ExCeL. If you were unable to join us, you can still 

catch up on the content, and offers to members from partners, at the website above.
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Eyes on the prize 
In recent years, we have seen ACCA 

members and their firms carry off a 

number of awards. There’s no greater 

feeling than being recognised by your 

peers, with benefits including boosting 

employee morale and recognition 

among your clients.

ACCA’s new guidance will help 

individuals and firms create a strong 

award entry, and covers:

* the attributes of a good entry

* how to maximise impact

* different awards

* how to counter ‘naysayers’

* tips and common mistakes.

The guidance will also allow you to help 

clients who wish to enter awards.

Awards to consider include:

* Accounting Excellence Awards

* British Accountancy Awards

* Barclays Entrepreneurs’ Awards

* British Small Business Awards

* CICM British Credit Awards

* Queen’s Awards for Enterprise

* IRIS Customer Awards

* Xero Awards.

Read the guidance at bit.ly/ACCA-

guide-awards.

* relief is available for UK and 

overseas structures and buildings 

where the business is within the 

charge to UK tax

* relief is available for the costs of 

physically constructing the structure 

or building – including costs of 

demolition or land alterations 

necessary for construction – and for 

the direct costs required to bring 

the asset into existence

* relief is available for eligible costs 

incurred on or after 29 October 2018 

* the separation for AIA will continue 

broadly unchanged.

Private residence
The consultation Capital Gains Tax: 
Private Residence Relief: changes to 
the ancillary reliefs is open for comment 

until 1 June. It details how the Budget 

measures due to be introduced in April 

2020 will apply. As a reminder, there are 

two significant relief changes: 

* the final period exemption will 

reduce from 18 months to nine 

months, although the special rules 

that give those with a disability and 

those in care an exemption of 36 

months will not change;

* lettings relief will only apply where 

an owner is in shared occupancy 

with a tenant.

There are also proposals on a number of 

other areas, including married and civil 

partner transfers. Here, the government 

is considering changes including that 

‘the receiving spouse should always 

inherit the transferring spouse’s period 

of ownership and the use to which the 

property was put during that time’.  

Do look at these proposed changes, 

as they impact current periods of 

ownership, at bit.ly/cgt-res-ch.

AML Flag It Up
The government’s Flag It Up website has 

lots of practical anti-money laundering 

(AML) guidance, including a video 

possible – whilst preventing the abuse 

that has been identified’. It is important 

that representations are made on the 

practicalities of the cap to ensure that 

the UK remains an attractive country in 

which to invest and develop products 

and services. 

The consultation Preventing abuse 
of the R&D tax relief for SMEs sets out 

proposals on how the cap could be 

applied. The following example from 

the appendix highlights the working 

of the cap: 

* Company A is loss-making. It 

spends £100,000 on R&D in 2025. 

The R&D relief increases its loss 

by £130,000 (=130% x 100,000). 

The company surrenders losses of 

£230,000 for a payable tax credit of 

£33,350 (=14.5% x 230,000). In the 

same year, company A is liable for 

total PAYE and NICs of £40,000. 

* The company could therefore 

receive a maximum payable tax 

credit of £120,000 (=300% x 40,000). 

If there were a ‘threshold’ set at 

£10,000 (for the purpose of this 

example), the company would not 

be affected by the cap since it has 

enough PAYE and NIC liability to 

go beyond the threshold level. The 

company would receive its entire 

R&D payable tax credit claim.

The consultation can be found at bit.ly/

gov-relief-sme.

Capital allowance
The consultation responses and 

possibly the final published version 

of the legislation on the ‘new’ capital 

allowance for new non-residential 

structures and buildings are expected 

this month. As a reminder:

* relief is a flat rate of 2% over a 50-

year period

* relief will be available for new 

commercial structures and 

buildings, including costs for new 

conversions or renovations

aimed at accountants. You can also find 

proforma materials, including specimen 

AML policies and procedures, which can 

be tailored to suit requirements. Visit 

flagitup.campaign.gov.uk.

For any money-laundering issues, call 

ACCA’s Technical Advisory team on 020 

7059 5920 for confidential advice. AB
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A new way to slice?
While the increase in the individual personal tax allowance is good news for many, it 
will seriously damage the Treasury’s coffers. Is it time for a radical overhaul?

tax than in 2018/19 and £1,205 less tax 

than in 2010/11.

But there is a cost – rather a large 

one, actually. When combined with 

the reduction to £50,000 of the higher 

rate threshold, the Treasury’s coffers 

will be reduced by some £8bn over the 

On 6 April, the individual personal tax 
allowance increased to £12,500. Hailed 
by the government as a progressive 
move that would lift thousands of 
workers out of the tax-paying system 
altogether, while putting more pounds 
into the pockets of the less well-off, it 

is a policy that, on the face of it, makes 
good political sense.

Since the early days of the coalition 

government in 2010, the government 

has raised the personal allowance by 

more than 90%. In 2019/20 a typical 

basic rate taxpayer will pay £130 less 
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‘With Brexit as a 
recessionary threat, 
the weekly national 

allowance should 
shield families 
from the worst 

effects and help 
future recovery’

More information

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

The proposal would see the personal 

allowance of income tax replaced with 

a weekly payment equal to the value 

of tax that would otherwise be paid on 

the full £12,500 of personal allowance. 

For 2019/20, this payment would be 

worth £48.08 per week in England, 

Wales and Northern Ireland, or £2,500 

per year. In Scotland, the 19% income 

tax band introduced in 2018/19 means 

that the cash payment would be set at 

£45.68, worth £2,375.15 per year. The 

basic rate of income tax (or starter rate 

in Scotland) would then be applied to 

the first £1 of most forms of income. 

Eligibility for the payment would be 

extended to everyone over 18 with a UK 

national insurance number, except for 

those earning above £125,000.

Redistributive measure
‘With Brexit among a number of 

recessionary threats on the horizon, the 

“weekly national allowance” would not 

only help to shield families from the 

worst effects of recession, but would 

also aid future recovery by maintaining a 

minimum level of income and spending 

in the economy,’ Stirling argues.

The NEF argues that the policy 

would be highly redistributive, 

fiscally neutral and would improve 

macroeconomic stabilisation. On top 

of this, the foundation reckons that it 

could be introduced within the time of 

next five years, according to HMRC 

figures. But the New Economics 

Foundation (NEF), a left-leaning 

thinktank, points out that the whole 

personal allowance system cost £107bn 

in 2018/19, the equivalent of 14% of all 

government tax revenue for the year. It 

is a figure that will continue to rise into 

the future; in 2019/20 it is expected to 

cost £111.2bn.

As Alfie Stirling, head of economics 

at the NEF, says: ‘The persistent 

increases to the personal allowance of 

income tax seen over the past decade 

represent one of the most expensive 

and regressive public spending 

initiatives of the 21st century so far. It 

costs more than the whole of defence, 

local government and the Department 

for Transport combined, and enriches 

the highest income households almost 

seven times faster than the poorest.’

But the NEF has a plan that, it claims, 

would be fiscally neutral while highly 

redistributive. Its proposal is to scrap the 

allowance and replace it with a weekly 

cash payment of £48 a week. This, it 

believes, could lift 200,000 families out 

of poverty, shifting £8bn currently spent 

on tax allowances for the 35% highest 

income families to the remaining 65% 

of families. The key point here is that 

the personal allowance is of no use to 

anyone who earns less than £12,500.

Stirling says: ‘Repurposing the funds 

from the personal allowance into a new 

“weekly national allowance”, paid to 

everyone outside of the richest 1%, 

would significantly improve on the 

social security system at a time when 

the botched rollout of Universal Credit 

is otherwise causing acute financial 

hardship and misery.’

According to the NEF, the allowance 

is worth significantly more for higher 

income households. In 2019/20, it will 

be worth £6,500 in reduced tax liabilities 

for the 10% highest income families, but 

worth just £600 for the poorest 10%.

one parliament and that much of the 

necessary administrative infrastructure is 

already in place to make the payments.

So, would it work in practice, and 

what would it achieve? Such ideas of 

a universal basic income are not new. 

In 2017 Finland introduced a scheme 

under which a randomly selected group 

of 2,000 individuals were given £475 per 

month, with no obligation to seek work. 

The results are still being evaluated, 

but preliminary findings are that those 

in receipt of the payment felt happier, 

although it didn’t help them find work.

‘The thought of HMRC having to 

deal with millions of extra taxpayers at 

the same time as distributing flat-rate 

payments to everybody does worry 

me and there will be a whole host of 

additional implications to think through,’ 

says Andrew Hubbard, a tax consultant 

at RSM. ‘But as a political idea for 

how the country’s resources are to be 

distributed, it is something that should 

be given serious consideration.’ 

‘Radical tax reform is always 

controversial but this should certainly be 

looked at closely,’ continues Hubbard. 

‘I doubt we will ever move completely 

to this sort of regime, but now that the 

personal allowance has been withdrawn 

for those with incomes over £100,000, 

I can well imagine future chancellors 

looking to bring that limit down. But I 

can’t see them simply giving it all away 

without wanting to get something back.’

Shadow chancellor John McDonnell 

has welcomed the NEF’s proposal. If it 

were to become official Labour policy, a 

snap general election – not that remote 

a possibility – might bring the policy 

one step closer to reality. AB

Philip Smith, journalist
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More information

Visit bit.ly/ACCA-in-practice for 
resources and information for ACCA 
members in practice

Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omni lorem ipsum.

Boxout crosshead: doluptur, sequamust 

magni bera coribusdam et re nobist la 

dolore con re volorer spercit autem as 

rerum volut volorun.

Boxout crosshead: moditat urehend 

isciae. Gitae magnima ximporr 

undenimilit prem culpa dolore prae 

estrum rerem aborrup turiantion culpa 

doluptus lorem ipsum dolor sit amet.

Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omnoditat urehend isciae. 

Gitae magnima ximporr undenimilit 

prem culpa dolore prae estrum rerem 

aborrup turiantion culpa doluptus.

Ur, nihitiis mollaut rerum atum, core 

saerae cus aut que pos ex exerepe 

rroviducias es venet odit, simporum 

dolo el eaquidis corro blatios qui 

volupta quique dit estemperum 

doluptas et, vollam re que sus eum hit 

aut occusaecus essi omnihiciis et lorem 

ipsum dolor sit amet nunc.

PwC leapfrogs KPMG
PwC has overtaken KPMG as the 

UK’s leading audit firm, according to 

the latest assessment from Adviser 

Rankings, based on audits of listed 

companies. Following its merger with 

Moore Stephens, BDO is third, ahead of 

Deloitte and EY. Grant Thornton is sixth, 

RSM seventh and PKF Littlejohn eighth. 

Weighted for stock market value, PwC 

still heads the table, followed by KPMG, 

Deloitte, EY, Grant Thornton and BDO. 

Roberts replaces Papa
Dominic Roberts will take over as 

managing partner of PKF Littlejohn in 

June, replacing Carmine Papa, who 

has held the role for six years. Roberts 

has been with the firm since 2005, 

when it was known as CLB, and deputy 

managing partner since 2017. 

MHA-Percy Gore merger
MHA MacIntyre Hudson has merged 

its Kent offices with Margate firm Percy 

Gore. The deal follows MHA MacIntyre 

Hudson’s merger with the Kent offices 

of Haines Watts last year and creates a 

county-wide team of nearly 100 partners 

and staff operating from offices in 

Maidstone and Canterbury. Percy Gore 

will relocate to the MHA MacIntyre 

Hudson offices in Canterbury.

67% 
of female investors globally say their 
financial advisers don’t understand 
their needs.
Source: Harnessing the Power of the 
Purse, Center for Talent Innovation 

The view from
Maryna Irzhanenko ACCA, finance manager  
at Flinder, and foodie

tasks and free up time for 

more purposeful work. The 

team also builds bespoke, 

interactive dashboards, 

which bring together 

financial and non-financial 

information to create useful 

metrics for businesses 

to exploit. Alongside this focus on 

technology we place a huge emphasis 

on client service. We survey our clients 

every six months, asking what else we 

can do for them. 

Flinder’s co-owners are never afraid 
to do things differently. Our annual 

strategy week sets the business up for 

the year, and takes place in January in a 

European ski resort. We’ve grown from 

four to 15 employees in a year and these 

trips help bring us all together.

Having an entrepreneurial mindset is 
crucial in my role. I am encouraged 

to talk with colleagues about what 

can be done better, the challenges 

we are facing and how we can learn 

from each other. There is a big 

emphasis on training and continuous 

development. 

Away from work I like to relax by 
cooking. I’m a bit of a foodie and 

have recently discovered you can get 

weekly food deliveries consisting of 

recipes and their ingredients to cook 

yourself. Bliss! ABWe really push the 
boundaries of what 

technology can do 
for business

Numbers always came 
naturally to me and, after 
completing my degree in 
international relations, I 
decided to pursue a career 
in accounting. Studying for 

the ACCA Qualification was 

challenging but rewarding. 

It really builds your confidence and 

sets you on a path to career success. 

I am proud to say I was a three-time 

prize-winner while completing my 

studies. I scored top marks in Ukraine 

for papers P1 (ethics), P3 (corporate 

reporting) and P7 (audit).

I gained a broad range of experience, 
working in industry and the charity 
sector before landing my current role 
in practice. Flinder is an accounting 

services and management information 

firm. We focus on growing businesses 

and helping them evolve. 

We really push the boundaries of what 
technology can do for businesses. For 

example, our data engineering team is 

working on AI to help streamline routine 
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Winner websites
You need to treat your website as a proper sales tool and not as a duty if you want to 
persuade businesses of your expertise as an adviser, says Amanda C Watts

Navigating clients and prospects 
through your practice’s website can 
be a real problem. Your web presence 
needs to be up to date and look 
bespoke, rather than using a template 
created by web designers. And from 

your own point of view it needs to 
serve a purpose and be something 
more than a box-ticking exercise. 

To attract the right clients through 

your web presence, you need to 

position yourself with an engaging 

brand, wording and customer journey. 

Your need to show you are an authority 

on your ideal clients’ pains, and give the 

visitor a way to take the next step.

The problem is that accountants don’t 

always focus on what attracts clients but 
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In a nutshell
Follow these guidelines to ensure your 

website is working for you: 

* Focus on the client.

* Find your niche.

* Capture email addresses.

* Have multiple calls to action.

* Share valuable content.

Most people don’t 
care how long 

you have been in 
business. What 

they do care about 
is the uplift in 
profit that you 

can bring them

First, your website needs to focus on the 

client, not you or your firm’s technical 

expertise. All too often practices talk 

about themselves and how great 

they are and the excellence of their 

expertise. This is not a good way to 

attract clients. Most people don’t care 

how long you have been in business, 

or the passion you feel for your work. 

What they do care about is the time you 

can save them or the uplift in profit that 

you can bring them. After all, those are 

probably your business priorities too. 

Next, you should consider finding 

a niche. There a various ways you can 

do this, by marketing your services to 

specific groups:

* Vertical niching. In this instance, you 

need to be more specific about who 

you help rather than your service – 

your focus on startups or particular 

sectors, for example.

* Horizontal niching. This involves 

helping all types of client to 

overcome a specific pain/problem.

* Micro-niching. This combines 

vertical and horizontal niching, 

involving a focus on a specific 

problem (the service) and the type 

of client.

Lead magnets
Next you need to look at how to 

become a ‘lead magnet’ – that is, 

offering the visitor value in return for 

their email address, such as guidance or 

tips on particular challenges your niche 

market is facing.

Don’t forget to include multiple calls 

to action in your web presence, such 

as ‘Sign up to my free [lead magnet]’, 

‘Click here to book a call’, or ‘Download 

our brochure’. Each call to action can 

support website visitors at whatever 

stage they are in their buying journey.

For example, those at the early stage 

of their buying cycle might want to 

download your guidance/tips; those 

at the middle stage are likely to be 

downloading your brochure with your 

fees and more information on how you 

work; and those ready to commit might 

have downloaded the lead magnet and 

your brochure, and checked out your 

blogs and testimonials, so you need to 

offer them a click to book a call. 

You need all of these calls to action 

across your website to maximise the 

number of client enquiries you receive.

Finally, you need to show how you are 

different from all the other accountancy 

firms. One way of doing this is to 

offer content that is of real value, that 

addresses clients’ pains. This doesn’t 

mean regurgitating content from an 

accountancy newsfeed or the Budget 

announcement; what you need to do is 

to show some thought leadership. For 

example, a practice with entrepreneurial 

clients could write blogs or guidance 

about running a business, without 

actually mentioning accounting at all. 

go with what they know best. The typical 

practitioner’s website gives information 

on the firm’s location and declares that 

they carry out a variety of accounting 

services, including year-end accounts, 

audits, management accounts, 

expenses, invoices, etc. But if your 

website focuses on helping your ideal 

potential client overcome their fears and 

frustrations and gets them engaged, 

you have a website that really works. 

If so many practices are getting their 

website wrong, what should they focus 

on to get it right?

That way you can position yourself as 

someone who has holistic, relevant 

knowledge and not just technical ability 

or competence in compliance-related 

services. By giving away valuable 

content you can build a relationship 

with a prospect before they have even 

enquired about working with you.

All this may require a bit of thinking, 

but it beats picking up the phone and 

cold-calling. AB

Amanda C Watts is a marketing coach 

and author of The Pioneering Practice.

61May 2019 Accounting and Business

UK_YPRAC_WebDesign.indd   61 09/04/2019   13:51



Digital deluge
There’s a flood of software for small firms and their clients, says Richard Sergeant, 
but are SMPs getting what they really need or are the developers showboating? 
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you can see is of value and is cloud-

based, there is no guarantee that it will 

have the connections with the other 

software you use, and you can still end 

up with data in two different places.’

Another problem in the cloud world 

seems to be more and more tools that 

want to position themselves as the 

central point. ‘I am after a dashboard 

of dashboards,’ says Peter Jarman, 

managing partner at PJCO. ‘Every 

app seems to want to create one to 

help us manage clients, but there are 

just too many. I would love to be able 

to take snippets from all of them and 

consolidate them into just one.’

Keeping up
Making it all work together will help 

drive efficiencies, but is too much time 

being spent on reviewing and getting 

to grips with technology? Or worse, 

being pushed and pressured into 

making unnecessary purchases?

‘I love innovation, but there 

is so much choice that it can be 

overwhelming to work out what 

plugs into what,’ says Archna Tharani, 

former director at Oculus Accounting. 

‘The number of tech products is 

exponentially increasing, so keeping 

up with what they all do is a time-

consuming job.’

CooperFaure director Freddie Faure 

agrees. ‘The pressure to be digitally 

Are accountants reliant or overreliant 
on technology? Is it all actually 
necessary, or are they being sold 
the glossy brochure? Is tech central 
to an  aspirational practice, or 
merely part of the evolution of 
being in business? 

These should be key tech questions 

for small and medium-sized practices 

(SMPs), but an even bigger question is 

whether practitioners themselves have 

identified these as key challenges or 

simply can’t see the wood for the trees.

The challenge of too much choice 

is a real one but with it comes a 

perceived lack of quality. Services are 

being delivered by relative newcomers, 

and their quest to build scale quickly 

can result in products that fall short 

on quality. 

‘Rolling out apps that are simply 

not ready is my biggest bugbear,’ 

says Kylie Fieldhouse, principal at 

KFH Accounting. ‘I always assumed 

that before apps are released they 

are extensively tested, but this 

does not seem to be the case, and 

it undermines our confidence in 

introducing them to clients.’

Good fit
Even where there is confidence in the 

choices that have been made, there 

is still the tricky matter of figuring out 

how to fit it all together with existing 

IT systems. ‘Fitting the great tech 

that’s out there into legacy practice 

management suites that are light-years 

behind is a real issue,’ says John Toon, 

manager at Beever and Struthers. 

‘Until they innovate or enable deep 

integrations between the leading 

cloud apps and their systems, it will 

remain a struggle.’

But it’s not just with legacy systems 

where there are issues; connectivity in 

the cloud can still be a problem. Glenn 

Martin, CEO of Avery Martin, explains: 

‘Even when you identify something that 

advanced can lead to panic buying 

without a proper evaluation as to 

whether it fits the business model 

and what exactly the firm is trying to 

replace. It would be interesting to 

see how many apps that businesses 

have bought and continue to pay 

subscriptions for have never been 

fully deployed.’

Show me the ‘so what?’
On the flip side, are suppliers 

thinking fully about the power and 

relevancy of their tools and how 

they fit into the life and role of an 

accountant? Alan Woods, MD of 

Woods Squared, thinks they could do 

better. ‘The technology suppliers are 

understandably passionate and excited 

by the tools that they are developing, 

but often they don’t seem to have 

considered the “so what?” question,’ 

he says. ‘Their tool may be great, but 

what is the benefit to us as the advisers 

or to the business owner?’

In the absence of that sort of 

thinking, Mark Telford, director of 

Telfords Chartered Accountants, 

suggests a simple formula for practices 

to evaluate the usefulness of any new 

technology. ‘While looking at any tech, 

there are three questions to ask. Does 

it enable me to get the work done 

quicker? Does it help me provide a 

service better? And does it allow me 

to introduce a new service that a client 

wants, needs or may be interested in?

‘Don’t just treat a software 

subscription like a January gym 

membership,’ says Telford. ‘Use it or 

get rid of it.’ AB

 

Richard Sergeant is managing director 

of consultancy Principle Point.

‘The pressure 
to be digitally 

advanced can lead 
to panic buying 

without a proper 
evaluation as to 

whether it fits the 
business model’

More information

Find more resources on 
technology and the profession at 
accaglobal.com/digital
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The soft spot
Software has the ability to revolutionise today’s modern accounting firms. Traditional 
practices need to embrace technology and get on board fast, says Keith Underwood

If you are starting a new accountancy 

practice, then of course the adoption 

of one platform is relatively simple. 

Your marketing is geared to a particular 

client-type or size, and add-on advisory 

services are focused on one industry, 

rather than on a broad range. To an 

extent, the accountant can dictate 

the data input and reporting, and can 

choose clients according to whether 

or not they accept the standardised 

service. Clients who wish to use 

alternative platforms or deliver their 

data through unsupported media can 

be turned away.

Some traditional practices are 

struggling with this transition, seeing 

the adoption of IT and new software as:

* a significant investment of time 

and money

* a change to systems, involving 

staff retraining, for which not all are 

sufficiently flexible

* a change in the client-facing staff 

as the business becomes more 

digitalised, setting new touchpoints 

between the client and the practice 

to resolve client issues efficiently.

Opportunity knocks
Others are seeing an opportunity. If 

digitalisation brings accurate, complete, 

timely and accessible client information, 

this is the catalyst for further embedding 

the client and offering real-time advisory 

services. The management and analysis 

of data will be a whole new feature of 

the accounting practice over the next 

few 10-15 years.

Of course, IT software costs are just 

the tip of the iceberg. The new skills 

required to deliver these changed 

Since the mid-1980s, software and 
hardware have been an ancillary cost 
of running an accounting practice. 
Hardware costs were high; software 
licence costs were lower. But the 
overall combined expenditure was a 
lowly 2% or 4% of annual fees.

The level of IT costs for 2020 and 

beyond is likely to be close to 5%-8% 

of total fees. These increases include 

additional analytical and security 

skillsets, and other features that many 

practices are going to have to provide 

as part of their client service. Software 

licensing and IT analytical and security 

costs are becoming significant rather 

than ancillary, but as a resource they do 

have potential revenue opportunities.

This month’s Accountex exhibition 

in London will showcase the latest 

technology software that can 

revolutionise practices, improve 

profitability, enhance the client 

experience and enable most of the 

goals that have been strived for but 

never quite attained. Digitalisation has 

taken a leap forward in the last couple 

of years, thanks to HMRC’s Making Tax 

Digital initiative, which has provided a 

jolt to some of the more conservative or 

reluctant practitioners.

The adoption of IT should be 

extremely straightforward and is no 

problem for clearly focused new 

businesses setting up in the accounting 

sector. What is not accommodated 

so easily is the change that existing 

practices, particularly the more 

traditional ones, have to go through 

to adopt new workflows and change 

staffing and client experiences through 

innovative training and marketing. 

‘One-size-fits-all’ systems are 

perhaps appropriate for new startups, 

but traditional practices have taken 

on various systems over the years 

to provide continuity of service for 

the client. The general practice has 

provided workarounds with duplicate 

data handling, running multiple 

systems and building ‘linking’ programs 

to upload data to their standard 

accounting and reporting packages. 

There are, of course, variations dictated 

by client fee size. General practices, by 

their very nature, will have a range of 

clients including sole traders and SMEs, 

limited companies and owner-managed 

businesses, some of which may well 

have their own accounts department, 

and the practice may be involved in, for 

example, advisory services, quarterly 

accounting and end-of-year accounting.

This variety in the client base, which 

has provided resilience in the past, 

now proves difficult when traditional 

practitioners try to standardise their 

practices to accommodate the 

multiplicity of services offered.

The real benefit 
is in grasping the 

opportunity to 
strategically plan 

the transition of a 
traditional practice 

to transform the 
business model

64 Accounting and Business May 2019

UK_YPRAC_Foulger.indd   64 03/04/2019   11:41



compared to practices that may not 

have invested so heavily in IT programs, 

analysis and applications.

Scale of change
With the rise in IT expenditure, 

practitioners need to assess the 

scale of change needed to generate 

improved profitability. Without the 

right scale, profitability is likely to 

be reduced and impact the required 

investment in new talent.

The response of traditional practices 

to digitalisation tends to be one of 

‘acceptance’ and a need ‘to make it 

work’. But the real benefit is in grasping 

the opportunity to strategically plan 

the transition of a traditional practice in 

order to transform the business model. 

services will need to be recruited, 

trained and nurtured.

If you embrace technology and 

digitalisation, you will need to have:

* access to analysts

* the ability to interpret client data 

and use it in the advisory services 

being offered to clients

* a comprehensive process-control 

system run by administrative staff 

who are client-facing.

Small, analytical consultancies are being 

eyed up by accounting practices. The 

management of client data on behalf 

of clients is also being considered, 

not least to help in the audit process 

or advisory work. Practices are seeing 

a new range of opportunities by 

delivering a differentiated service 

It is only then that the real benefits can 

be realised, workflows standardised and 

cost-savings achieved.

Just as audit thresholds moulded and 

segmented accounting practices, IT will 

further polarise the services offered by 

accountants. The larger firms with their 

own resources and higher investment in 

analytics will be at a distinct advantage 

when it comes to customising their 

services and differentiating themselves. 

Smaller firms will have to buy in 

analytical services from third parties 

and licence predominantly off-the-

shelf software solutions from the larger 

applications providers. AB

Keith Underwood is managing director 

of Foulger Underwood.
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House Price Index
                              2015       2016       2017      2018       2019
January                  615.3      680.0      705.4     719.2      718.5
February                615.4      667.8      699.5     715.0      753.0
March                    620.0      688.9      708.1     736.8
April                       642.6      692.9      718.8     720.3
May                       643.0      699.1      723.5     734.7
June                      659.9      717.8      722.1     749.3
July                        657.1      708.6      723.6     755.8
August                   665.6      692.5      727.9     748.2
September             656.3      692.5      725.1     726.4
October                  660.6      701.0      726.0     737.0
November              659.2      702.1      727.1     722.0
December              660.2      704.7      712.3     734.4
All Houses (January 1983 = 100)                                       Source: Halifax 

May 2019
Figures compiled on 1st April 2019

Bank Base Rates

LIBOR

Mortgage Rates

Date                  Rate
8.10.98           7.25%
5.11.98           6.75%
10.12.98         6.25%
7.1.99             6.00%
4.2.99             5.50%
8.4.99             5.25%
10.6.99           5.00%
8.9.99             5.25%
4.11.99           5.50%
13.1.00           5.75%
10.2.00           6.00%
8.2.01             5.75%
5.4.01             5.50%
10.5.01           5.25%
2.8.01             5.00%
18.9.01           4.75%
4.10.01           4.50%
8.11.01           4.00%
6.2.03             3.75%
10.7.03           3.50%
10.7.03           3.50%
6.11.03           3.75%

Date                  Rate
5.2.04             4.00%
6.5.04             4.25%
10.6.04           4.50%
5.8.04             4.75%
4.8.05             4.50%
3.8.06             4.75%
9.11.06           5.00%
11.1.07           5.25%
10.5.07           5.50%
5.7.07             5.75%
6.12.07           5.50%
7.2.08             5.25%
10.4.08           5.00%
8.10.08           4.50%
6.11.08           3.00%
4.12.08           2.00%
8.1.09             1.50%
5.2.09             1.00%
5.3.09             0.50%
4.8.16             0.25%
2.11.17           0.50%
2.8.18             0.75%

Date                  Rate
1.11.01           6.25%
1.12.01           5.75%
1.3.03             5.65%
1.8.03             5.50%
1.12.03           5.75%
1.3.04             6.00%
1.6.04             6.25%
1.7.04             6.50%
1.9.04             6.75%
1.9.05             6.50%
1.9.06             6.75%
1.12.06           7.00%
1.2.07             7.25%
1.6.07             7.50%

Date                  Rate
1.8.07             7.75%
1.1.08             7.50%
1.3.08             7.25%
1.5.08             7.00%
1.11.08           6.50%
1.12.08           5.00%
1.1.09             4.75%
1.2.09             4.50%
1.3.09             4.00%
1.4.09             3.50%
4.1.11             3.99%
1.10.16           3.74%
1.12.17           3.99%
6.8.18             4.24%

Existing Borrowers - Source: Halifax 

                     2016      2017      2018     2019
January        0.59%    0.36%    0.52%   0.91%
February       0.59%    0.36%    0.58%   0.85%
March           0.59%    0.34%    0.71%
April              0.59%    0.33%    0.71%
May              0.59%    0.29%    0.61%
June             0.56%    0.31%    0.67%
July              0.49%    0.29%    0.79%
August          0.39%    0.28%    0.80%
September    0.38%    0.34%    0.80%
October        0.40%    0.40%    0.82%
November     0.38%    0.52%    0.89%
December     0.37%    0.52%    0.91%
3 MONTH INTERBANK - closing rate on last day of month

Retail Prices Index
                      2004     2005     2006     2007     2008     2009     2010     2011     2012     2013     2014     2015     2016     2017     2018     2019
January         183.1    188.9    193.4    201.6    209.8    210.1    217.9    229.0    238.0    245.8    252.6    255.4    258.8    265.5    276.0    283.0
February        183.8    189.6    194.2    203.1    211.4    211.4    219.2    231.3    239.9    247.6    254.2    256.7    260.0    268.4    278.1    285.0
March            184.6    190.5    195.0    204.4    212.1    211.3    220.7    232.5    240.8    248.7    254.8    257.1    261.1    269.3    278.3
April               185.7    191.6    196.5    205.4    214.0    211.5    222.8    234.4    242.5    249.5    255.7    258.0    261.4    270.6    279.7
May               186.5    192.0    197.7    206.2    215.1    212.8    223.6    235.2    242.4    250.0    255.9    258.5    262.1    271.7    280.7
June              186.8    192.2    198.5    207.3    216.8    213.4    224.1    235.2    241.8    249.7    256.3    258.9    263.1    272.3    281.5
July               186.8    192.2    198.5    206.1    216.5    213.4    223.6    234.7    242.1    249.7    256.0    258.6    263.4    272.9    281.7
August           187.4    192.6    199.2    207.3    217.2    214.4    224.5    236.1    243.0    251.0    257.0    259.8    264.4    274.7    284.2
September     188.1    193.1    200.1    208.0    218.4    215.3    225.3    237.9    244.2    251.9    257.6    259.6    264.9    275.1    284.1
October          188.6    193.3    200.4    208.9    217.7    216.0    225.8    238.0    245.6    251.9    257.7    259.5    264.8    275.3    284.5
November      189.0    193.6    201.1    209.7    216.0    216.6    226.8    238.5    245.6    252.1    257.1    259.8    265.5    275.8    284.6
December      189.9    194.1    202.7    210.9    212.9    218.0    228.4    239.4    246.8    253.4    257.5    260.6    267.1    278.1    285.6
13th January 1987 = 100                                                                                                                                                                                                             Source: ONS

“OFFICIAL RATE”*
Effective Date                           Rate
1.3.09                                     4.75%
6.4.10                                     4.00%
6.4.14                                     3.25%
6.4.15                                     3.00%
6.4.17                                     2.50%

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

INTEREST ON UNPAID / OVERPAID
INHERITANCE TAX

Effective Date                           Rate
29.9.09                        3.00%/0.50%
23.8.16                        2.75%/0.50%
21.11.17                      3.00%/0.50%

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

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

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

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

                         MARCH                                         DECEMBER
           YEN   US$   SFr      €                            YEN   US$   SFr      €   
2013    143   1.52   1.44   1.18               2012   139   1.62   1.48   1.23
2014    172   1.67   1.47   1.21               2013   173   1.65   1.47   1.20
2015    178   1.48   1.44   1.38               2014   186   1.56   1.54   1.28
2016    161   1.44   1.38   1.26               2015   178   1.48   1.47   1.36
2017    139   1.25   1.25   1.17               2016   143   1.23   1.25   1.17
2018    149   1.40   1.34   1.14               2017   151   1.35   1.32   1.13
2019    144   1.30   1.30   1.16               2018   140   1.28   1.26   1.11

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

HM Revenue & Customs Rates

Data specially compiled for            by

% Annual Inflation
                          2014        2015        2016        2017        2018        2019
January               2.8%        1.1%        1.3%        2.6%        4.0%        2.5%
February              2.7%        1.0%        1.3%        3.2%        3.6%        2.5%
March                  2.5%        0.9%        1.6%        3.1%        3.3%
April                     2.5%        0.9%        1.3%        3.5%        3.4%
May                     2.4%        1.0%        1.4%        3.7%        3.3%
June                    2.6%        1.0%        1.6%        3.5%        3.4%
July                     2.5%        1.0%        1.9%        3.6%        3.2%
August                 2.4%        1.1%        1.8%        3.9%        3.5%
September           2.3%        0.8%        2.0%        3.9%        3.3%
October               2.3%        0.7%        2.0%        4.0%        3.3%
November            2.0%        1.1%        2.2%        3.9%        3.2%
December            1.6%        1.2%        2.5%        4.1%        2.7%
                                                                                         Source: ONS

% Change Average Weekly Earnings
                              2015       2016       2017      2018      2019
January                  1.3%       2.7%       1.6%       2.8%      3.7%*
February                 0.4%       1.1%       2.4%       2.3%
March                     4.3%       2.3%       2.5%       2.6%
April                        2.7%       3.0%       1.3%       2.6%
May                        2.7%       2.4%       2.1%       2.5%
June                       2.0%       2.4%       2.9%       2.1%
July                        3.6%       2.6%       1.7%       3.3%
August                    3.2%       2.1%       2.4%       3.5%
September              2.0%       2.5%       2.3%       2.8%
October                   1.9%       2.9%       2.5%       4.3%
November               2.1%       3.0%       2.5%       3.4%
December               1.8%       1.9%       3.2%       3.3%
Whole GB economy unadjusted Figures include bonuses and arrears
*Provisional                                                                          Source: ONS

Exchange Rates on last working day

Source: Barclays

Late Payment of Commercial Debts
From              To                   Rate
1.7.17               30.12.17        8.25%
1.1.18               30.6.18          8.50%

The Late Payment of Commercial Debts (Interest) Act 1998
For contracts from 1.11.98 to 6.8.02 the rate applying is the Bank of England
Base Rate that was in place on the day the debt came overdue plus 8%.
The Late Payment of Commercial Debts (Interest) Regulations 2002
For contracts from 7.8.02 the rate is set for a six month period by taking the
Bank of England Base Rate on 30 June and 31 December and adding 8%.

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

Funds in Court: Special Rate (persons under disability) 0.5% w.e.f.
1.7.09 (previously 1.5% w.e.f. 1.6.09). Basic Rate (payment into court)
0.1% w.e.f. 6.6.16 (previously 0.3% w.e.f. 1.7.09).

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

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

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

NORTHERN IRISH COURTS
Judgment Debts: High Court: 8% w.e.f. 19.4.93 (previously 15% w.e.f.
2.9.85). County Court 8% w.e.f. 19.4.93 (previously 15% w.e.f. 19.5.85).
Interest on amounts awarded in Magistrate Courts 7% w.e.f. 3.9.84.

ADMINISTRATION OF ESTATES
England & Wales: Interest on General Legacies: 0.1% w.e.f. 6.6.16 (pre-
viously 0.3% w.e.f. 1.7.09). Interest on Statutory Legacies (for deaths
before 1 October 2014): 6% w.e.f. 1.10.83 (previously 7% w.e.f.
15.9.77): Interest on Fixed Net Sums (for deaths from 1 October 2014):
Bank of England rate at date of death (currently 0.50%) w.e.f. 2.11.17.

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

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

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

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

Income Support Mortgage Rate

DATA PAGE

From              To                   Rate
1.7.18               31.12.18        8.50%
1.1.19               30.6.19          8.75%

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

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

Tel: 01603 476476
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£19BN 
The amount that a 3% local income 
tax levy on all tax bands would raise – 
around 40% of councils’ core budgets 
– if the government were to agree on 
fiscal devolution.
Source: Institute for Fiscal Studies

Northants back in black 
Northamptonshire County Council 

has announced that it has eradicated 

its £65m funding gap in less than a 

year. It is now expected to be £100,000 

in credit. Council leader Matt Golby 

welcomed the news but warned that the 

council’s position was still fragile and 

that robust spending controls would 

continue. The council made cuts in 

services, increased charges and axed 

some jobs, among other initiatives, 

to balance the books. It also raised 

council tax to 4.99% and retained 

receipts from property sales. ‘This is a 

remarkable achievement,’ Golby said. 

‘Our financial challenge stood at £64.4m 

earlier this year, so to be reporting such 

a positive situation for period 11 is a 

considerable accomplishment. However, 

it does not mean that the council has 

made a full recovery. Our financial 

position remains fragile.’

Code of audit practice
The National Audit Office has launched 

a consultation on a new code of 

audit practice. The code sets out the 

responsibilities of auditors of local public 

bodies. Under the Local Audit and 

Accountability Act 2014, the code must 

be reviewed at least every five years. The 

consultation closes on 31 May 2019.

The view from
Karen Welsh FCCA, senior risk and assurance auditor, 
Mayor’s Office for Policing and Crime, London

providing advice where 

requested. I attend Mopac 

meetings on health and 

wellbeing, and meetings 

of the women’s network, 

promoting Mopac as a great 

place to work. 

My main challenge is delivering an 
audit work programme in a high-profile 
and radically changing environment, 
while keeping up to date with key 
issues in audit. I have to ensure the 

audit programme and our advice are 

up to date, relevant and valued. We are 

working towards a more agile working 

arrangement, which is helped by 

advances in IT.

My advice to those embarking on their 
professional accounting career is that 
it can be difficult to get through exams 
and hold down a job, but stick at it. 
The benefits are significant, and having 

that qualification can change your life.

My biggest achievements to date have 
been completing the AAT and ACCA 
Qualification, and moving from Cardiff 
to London for work. Away from work 

I enjoy exercise, including parkruns, 

5k and 10k runs, and boot camps. I 

completed the Three Peaks Challenge 

last year. I’m a keen traveller and have 

visited Australia, Thailand, Cambodia 

and Vietnam – and I’m a very big 

supporter of Welsh rugby. AB

Stick at getting 
through your 
professional 

exams: the benefits 
are significant, 

and having that 
qualification can 
change your life

I am lucky to work in a 
diverse, complex and very 
interesting environment 
at the heart of London 
governance. Our work is 

high profile and greatly 

valued by our clients. 

I am client lead for the Greater London 
Authority (GLA), responsible for client 
engagement, management and internal 
audit service delivery. I develop audit 

plans, scope audit assignments and 

lead client work programmes. I also 

lead on audit work and promulgate best 

practice across the client base, including 

the Mayor’s Office for Policing and 

Crime (Mopac), the Metropolitan 

Police Service, the GLA and the 

London Fire Brigade. 

My days are varied, busy and exciting. 
I work with a wide range of clients, meet 

key managers and liaise with senior 

management. A working day for me 

is undertaking audit assignments for 

GLA and Mopac, attending meetings 

with clients in relation to audits and 

More information

Find resources for ACCA members 
operating in the public sector at  
bit.ly/ACCA-pub-sector
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Seeing through the cloud
Charities’ complex organisational structures mean automating their finance functions 
can bring a unique set of challenges. Do not fear, the cloud is here, says Darren Cran

subscription, which includes licences, 

hosting, support, upgrades and even 

disaster recovery – for a monthly 

fee. This continues to create positive 

disruption in the market, as cloud 

apps present a formidable challenge 

to expensive, pre-cloud applications. 

Cloud accounting apps that simplify 

complexity have most certainly arrived, 

and they are budget-friendly.

Setting price aside, charities need to 

find software that meets their varied 

and complex needs. Not only must 

they report in line with the SORP; some 

One of the biggest challenges CFOs 
of charities face is finding a system 
that will comply with the application 
guidance for charity accounting, the 
SORP (Statement of Recommended 
Practice), at an affordable price. 

It’s a tough pursuit, as non-profits face 

more complex accounting challenges 

than commercial operations of the same 

size due to the added transparency 

required in reporting. Some might also 

have overseas operations or trading 

entities. None of these scenarios makes 

for simple accounting.

Accounting software can be 

categorised as entry level, mid-sized 

or enterprise-wide. The bigger the 

company, the more complex and 

expensive the systems become. 

However, charities don’t always follow 

suit: smaller non-profits often need 

enterprise-wide functionality. 

Until now, good accounting systems 

for charities have often proved 

unaffordable. But good news: digital-

native accounting systems have 

arrived. Developed by software-as-a-

service providers, these offer an ‘all in’ 

68 Accounting and Business May 2019

UK_YPUB_CharitiesSoftware.indd   68 09/04/2019   13:52



Accessibility
Many charities hold sensitive data 

relating to vulnerable beneficiaries, so 

it’s fair to assume that system security is 

front of mind. Cloud apps are extremely 

easy to configure, allowing you to define 

access permissions by user. On the 

subject of accessibility, due to the fact 

that many operatives are volunteers, the 

system must be light and simple to use, 

with an intuitive interface.

Simple automation
Cloud technology allows the 

organisation to automate, simplify and 

integrate its data processing. It provides 

a level of efficiency well suited to those 

needing to remain operationally light. 

Some of the key features that work for 

such users are as follows:

* Capture. Today’s technologies, 

such as optical character 

recognition and advanced scanning, 

save lots of time by automating 

invoice capture. They are also used 

for processing expenses. Receipts 

can be scanned to your device 

and submitted online. Automated 

processes are particularly useful 

for charities. For example, an 

automated cash collection sheet 

tots up cash and banks it online 

while allocating it to its source in 

the chart of accounts. The same 

applies for integrated banking, 

also have complicated organisational 

set-ups such as trading entities and 

overseas operations.

Layers of analysis
The SORP lays out that charities must 

keep accruals accounts, providing 

detailed analysis of income and 

expenditure activities. Every activity 

and source of funds must be presented 

and disclosed. Charities will often 

carry out different activities, which they 

must track in their accounting system. 

Consequently, they find themselves in a 

more complex accounting world. 

Accounting systems for charities 

over a certain size need several layers 

of analysis. In addition to GL codes, 

they might need further dimensions 

for cost centres, campaigns, projects 

or funding sources. This immediately 

takes the non-profit entity out of the 

‘small systems’ bracket, where only two 

levels of analysis come as standard. 

Where charities need multiple layers 

of analysis across the whole chart 

of accounts, they will be drawn to 

systems with more sophisticated 

capabilities. Today, these more complex 

systems in the cloud have a much 

reduced cost of ownership.

Many charities today have multiple 

entities, centres or locations 

consolidated under one charity number 

– which makes it desirable to introduce 

consolidated reporting – and complex 

processes such as partial exemption 

from VAT. It is not unusual for one 

charity to handle zero-rated, exempt, 

and standard rate VAT under the same 

charity number.

Consolidated reporting is a headache 

for charities as it is for businesses: pre-

cloud consolidation software was an 

expensive add-on. But by building in 

consolidation (incorporating multiple 

currencies), and automating this time-

consuming process, charities can save 

precious resource.

expense capture, CRM and Gift 

Aid connectors.

* Processing. Cloud accounting 

should also be able to automate 

the approval process using 

workflow, delivering approval 

documents and alerts to budget 

holders, who can instantly sign 

off via a mobile app. Payments, 

reconciliation and month-end 

journaling can also be automated. 

* Reporting. Cloud accounting 

software comes with pre-defined 

dashboards, which present 

automated reports in real time. 

Some allow you to build your own 

report or work freely between 

the software and Excel. This is 

particularly useful for charities that 

are multiple entities. For example, 

dioceses – as administrative 

divisions of the church – which 

comprise a number of local 

parishes, can use cloud software for 

both consolidated accounting (yet 

each individual parish can operate 

quite independently) while centrally 

splitting common costs.

* Integration. Integrating applications 

in the cloud is achievable and 

quite simple to do. Many charities 

integrate their accounting platform 

with front-of-house, point-of-sale 

and fundraising systems. Regarding 

banking, artificial intelligence 

allows the system to memorise 

historic posting rules, which means 

charities can automate transaction 

processing. Bringing logic into 

integration is where the real magic 

solves unique pain points for non-

profit organisations.

There are so many options out there 

for charities today that the only 

limitation, apart from budget, is 

your imagination. AB

Darren Cran is chief operating officer at 

software provider AccountsIQ. 

Cloud technology 
provides a level 

of efficiency well 
suited to those 

needing to remain 
operationally light
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Regulators home in
The Charity Commission for England and Wales is making use of enhanced regulatory 

powers. In its report, Public reporting by charities in their trustees’ annual report and 
accounts, it warned that charities are not doing enough to demonstrate their public 

benefit or how they spend their money. Of a random sample of 105 charity accounts 

for the year ending December 2016, just 70% met the Commission’s requirements. 

The main failings were not demonstrating that charity accounts had been subject 

to independent scrutiny by an auditor or independent examiner and not providing 

sufficient information about the charity’s purpose and activities. Nigel Davies, head 

of accountancy services at the Charity Commission, says: ‘I would urge charities that 

find reporting difficult to take advantage of the pro-forma reports and accounts 

available on our website.’

Kids Company staff protest against 
its closure back in 2015 due to 
financial mismanagement.

Robust trusts
With charity governance firmly in the spotlight after some high-profile failures, 
getting effective and skilled trustees on the board is more important than ever

FCCA, a member of ACCA’s public 

sector panel, and director of finance 

and IT and company secretary at YMCA 

North London. The candidates’ skills 

need to speak for themselves, she says. 

‘We have asked potential trustees to 

fill in forms to explain what they can 

contribute and how they would add 

value,’ says Yembra.

It seems obvious, but trustee 

positions should be advertised and 

not passed on privately. And the 

advertising needs to be transparent. 

‘This can be assisted by organisations 

such as the National Council for 

Voluntary Organisations, which runs a 

trustee “bank”,’ she says. ‘Advertising 

in places such as LinkedIn covers you 

from allegations that the board is just 

inviting friends.’

Recruiting people referred to you by 

others not only restricts the available 

talent pool, it can also lead to a lack of 

diversity in background and approach. 

It’s tempting to hire trustees because 

you all agree on particular issues, but 

difference, debate and challenge across 

the charity is good.

‘One charity recently failed because 

the CEO was dominant and over-

powering,’ says Yembra. ‘But instead of 

challenging him, the trustees resigned. 

If the CEO or chair brings in the 

trustees, there is a risk they will not be 

challenged. So it is important that the 

people recruited are not just friends of 

the chair or the CEO.’

Once on board, trustees need to be 

The Kids Company collapse in 2015 
became a major media scandal. It 
was a high-profile charity, receiving 
substantial political and financial 
support from government. Yet 
it was ultimately found to be a 
weak organisation, badly led and 
insufficiently controlled..

A review of Kids Company by 

the House of Commons Public 

Administration Select Committee 

was scathing. It pointed the finger 

at trustees who allowed the charity’s 

weak financial situation to persist 

over several years, stating: ‘The board 

failed to protect the interests of the 

charity and its beneficiaries, despite 

its statutory responsibility to do so. 

Trustees repeatedly ignored auditors’ 

clear warnings about Kids Company’s 

precarious finances.’

Trustee weaknesses included their 

inability to ‘interrogate’ the chief 

executive, who was also the founder, 

in order to question her decisions. An 

important factor was the absence of the 

necessary skillsets – the board lacked 

youth services and psychotherapy 

experience, for example. While the 

charity provided useful support to 

many children, it did not properly 

control the tens of millions of pounds of 

government grant provided to it.

While the story of Kids Company is 

extreme, it is not unique. Its failings are 

common – albeit on a lesser scale – in 

much of the sector. Across charities, 

there is a story of insufficient diversity 

and challenge at board level, with many 

trusts not recruiting people with the 

necessary skills and experience. Some 

board members stay on for too long. 

Nor do all trustees understand their 

role – while the board is responsible 

for strategy and oversight, senior 

management has operational 

responsibility. 

Rigour in the process
‘The most important thing to do when 

looking for new trustees is to undertake 

a skills analysis of the board and spot 

the gaps, and that is what most charities 

do not do,’ suggests Edith Yembra 
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Meanwhile, the demands on charities 

and their trustees are increasing. 

Chibuzo Okpala FCCA, director of 

finance and HR at Directory of Social 

Change and also a member of ACCA’s 

public sector panel, explains that the 

Charity Commission for England and 

Wales has changed the focus of its 

work. The combination of budget cuts 

supported. ‘It is vital that they are given 

the right induction pack, which needs to 

guide them in their role,’ says Yembra. 

‘The charity needs to make absolutely 

clear what is required of its new trustees. 

Sometimes training is needed.’

The need for trustees to know their 

responsibilities includes understanding 

their liability. The fact that all trustees 

are equally liable may not be entirely 

obvious on boards that have one or two 

dominant trustees.

Sharing on strategy
The charity also needs to be crystal 

clear about its strategy and articulate 

it to the trustees. ‘Trustees need to 

understand where the charity is, where 

it has been, where it is going and how 

it is going to get there,’ says Yembra. 

‘They are there to support senior 

management, while ensuring the charity 

is operating within its memorandum and 

articles of association.’

and scandals in the charitable sector – 

including the use of cold-calling by large 

charities – has caused the Commission 

to become a tougher regulatory 

enforcer, but has mean they have to had 

to reduce their practical support.

Most charities are small, run by 

volunteers and with limited finance 

and administrative capacity. ‘This 

limits how much expertise and time 

they can spend on compliance with 

the laws and regulations,’ explains 

Okpala. ‘The reduced support means 

less compliance, more failures and 

more regulatory work for the Charity 

Commission to cope with. These types 

of charity cannot respond positively 

to the increased compliance regime, 

so they either close down or become 

increasingly non-compliant.’ Having the 

right trustees on board is therefore all 

the more important. AB

Paul Gosling, journalist

The fact that all 
trustees are equally 

liable may not be 
entirely obvious 

on boards that 
have one or two 

dominant trustees
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Competitive edge
School leaders and local authority officers can take a number of steps to ensure they get 
the best value for money from their contracts, say Yusuf Erol and Rizwan Khalid

Local authority-maintained schools 

often have a tendency to renew 

contracts without giving the necessary 

thought to the open market and 

commercial competition, particularly 

with regard to their IT systems. 

A circular from the Department for 

Education (DfE) in December 2018 

In a world of finite resources, it is a 
challenge for public officers to get 
the best value from their services, but 
careful planning and prioritising of 
activities can help.

When thinking about value for 

money, public managers tend to think 

about the supplier selection process, 

quotations, tenders and so on. But the 

first step to achieving value for money 

is to conduct a needs assessment 

and/or establish the business case. 

Managers need to question themselves 

as to whether or not they even need 

the good or service they are planning 

on procuring.
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public sector view when undertaking 

TCO thinking.

Another way of looking at this is 

to build a solid business case for 

procurement, which must have a return-

on-investment matrix or a value-creation 

argument looking at what is being 

spent and what value it will create for 

the school in terms of efficiencies or 

statutory compliance.

Local authority support
Most local authorities have large 

procurement departments with 

appropriately qualified officers that 

understand the principles above, and 

from which local authority-maintained 

schools can seek procurement help.

Local authority finance and 

procurement officers assigned to 

education could benefit from learning 

more about the schools in their local 

area, their structures, problems and 

issues regarding budgets, schemes 

of delegation and procurement rules 

adopted by the schools’ governing 

boards. Wherever possible, they should 

seek to aggregate multiple schools’ 

resources to get better value through 

economies of scale. They should also 

provide education and training to 

business managers, bursars and other 

leaders in schools in order to strengthen 

TCO-thinking. They could also 

encourage the case for competition, as 

outlined what is expected from schools 

when it comes to procuring and re-

procuring, including the requirement for 

competition to achieve value for money. 

In particular, the DfE also makes it 

clear that moving from a server-based 

management information system 

and finance system to a cloud-based 

system constitutes a material change to 

requirements, so there must be a new 

procurement exercise. Schools must not 

upgrade their systems to the cloud with 

the existing supplier without allowing 

other suppliers to bid for the contract. 

When looking at savings through 

procurement and re-contracting, it is 

useful to apply ‘TCO thinking’ (total cost 

of ownership). Those costs include: 

* buying costs (the buying officer’s 

time and effort)

* upfront costs (of goods/services 

being procured)

* running costs (staff/depreciation 

over time)

* hidden costs (associated indirect 

costs, eg space, energy, servers, etc) 

* end-of-life costs (decommissioning 

and remedial costs).

Applying TCO thinking will provide a 

much clearer picture of a product or 

service that might look attractive initially 

but on closer assessment indicates there 

may be better solutions. For example, 

replacing software with a like-for-like 

product without considering the wider 

‘technology stack’ and cloud options 

could mean an organisation missing out 

on potential infrastructure savings.

A recent case study found there 

was a degree of ‘fragmentation’ 

regarding visibility of ‘connected costs’ 

that are spread across schools and 

local authorities, which adds to the 

difficulty of TCO thinking. This includes 

items such as licensing costs for 

software, which could be paid centrally 

by the local authority where other costs 

are charged directly to the school. 

Public managers should take a wider 

required by law and stated in various 

DfE publications.

All school leaders, as public 

managers, must adhere to the Nolan 

principles – the seven principles of 

public life issued by the UK parliament 

in 1995. They must demonstrate:

* selflessness – taking decisions solely 

in the public interest

* integrity – avoiding getting into 

situations where other people 

or organisations might try to 

inappropriately influence them

* objectivity – acting and taking 

decisions impartially

* accountability – being accountable 

to the public for their actions 

or decisions and submitting 

themselves to the scrutiny necessary 

to ensure this

* openness – acting and taking 

decisions in an open and 

transparent manner without holding 

information from the public (unless 

there is a valid reason for doing so)

* honesty – being truthful at all times

* leadership – demonstrating these 

principles in their own behaviour, 

actively promoting and supporting 

the principles, and challenging other 

public managers if they observe 

what appears to be poor behaviour.

School leaders and other public 

managers can sometimes be so 

preoccupied with service-delivery 

responsibilities that they struggle 

to fulfil their financial management 

responsibilities. But managing public 

money is an extremely important part of 

the public manager’s role, for which they 

are accountable to several stakeholders 

(including most importantly the public), 

so they need to give that part of their 

job the attention it deserves. AB

Yusuf Erol FCCA is head of finance 

at the London Borough of Hackney, 

and Rizwan Khalid MCIPS is Barnardo’s 

head of procurement.

Local authority 
finance and 

procurement 
officers could 
benefit from 

learning more 
about the schools 
in their local area
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The World Bank’s 
Jarett Decker.

Consultant Martin 
Turner.

Left to right: Tanzania’s auditor general Mussa Juma Assad, Nigeria’s AG Anthony 
Mkpe Ayine, Pakistan’s deputy AG Zamir Ahmad, and Jamaica’s AG Pamela Monroe Ellis.

Public gathering
Key figures from around the world update ACCA members 
on the issues around building a sustainable public sector

ACCA welcomed more than 
200 members to its annual 
public sector conference in 
Prague in March. 

Taking place at the Czech 

capital’s Marriott Hotel, the 

2019 event was subtitled ‘a 

sustainable public sector’, 

and sessions included: 

financially sustainable 

methods of funding 

infrastructure (including 

the launch of ACCA’s 

recent report Bridging the 
infrastructure gap); the role 

of accountants in tackling 

fraud, corruption and serious 

organised crime; innovating 

in the digital age; and the 

role of audit institutions 

in delivering a sustainable 

public sector.

The two-day conference 

also featured contributions 

from leading figures 

including Tomáš Vyhnánek 

from the Czech Republic’s 

Ministry of Finance; 

Stephen Walker, president 

of CA ANZ (Chartered 

Accountants Australia New 

Zealand); Thomas Müller-

Marqués Berger, chair 

of Accountancy Europe’s 

public sector panel; 

Mike Driver, head of the 

government finance function 

in the UK’s Civil Service; 

and auditor generals from 

Jamaica, Nigeria, Pakistan 

and Tanzania.

To read some of the 

highlights of the public 

sector conference, see 

page 40 of this edition of AB; 
or, for the full programme 

and list of speakers, visit 

bit.ly/ACCA-IPSC2019. AB
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EY’s Thomas Müller-Marqués Berger, Bonnie Ann Sirois of 
the World Bank, and Vincent Tophoff (ex-IFAC).

CA ANZ president 
Stephen Walker.

Tomáš Vyhnánek, Czech 
deputy finance minister.

Delegates take time 
out to network at the 
conference in Prague.

City of Mississauga 
CFO Gary Kent 
and CPA Canada’s 
Davinder Valeri.

Attendees enjoy a 
conference session.

Guyana Police’s Maame Addo-Danquah, Claire Jenkins 
of Companies House in the UK, and Transparency 
International’s Max Heywood.

75May 2019 Accounting and Business

UK_A_IPSCphotos.indd   75 08/04/2019   13:21



ACCA’s advocacy awards 
celebrate the achievements 
of individual members who 
have acted in a variety of 
ways to promote ACCA, 
the ACCA Qualifi cation or 
the accountancy profession 
in general. 

‘The idea for advocacy 

came from understanding 

the pride members have 

in the qualifi cation and 

in having worked so hard 

to achieve it,’ says John 

Weston, ACCA’s head 

of member advocacy 

and satisfaction. ‘Some 

members overcome all 

sorts of challenges to get 

the qualifi cation and then 

have fulfi lling careers. As a 

consequence, there’s a huge 

willingness to go out and 

spread the word.’ 

But there are benefi ts for 

the advocate too. Those 

who advocate ACCA benefi t 

personally and professionally, 

and it is true 

to say that 

the more you 

contribute to 

ACCA, the 

more you will 

get out of it.

The concept 

of advocacy 

has deliberately 

been defi ned 

in very broad 

terms, allowing 

it to encompass 

a range of activities that 

members undertake in 

promoting ACCA and the 

profession. This could involve 

talking to school or university 

students about the potential 

of an accounting or fi nance 

career and the benefi ts of 

the ACCA Qualifi cation, 

or promoting ACCA 

professionals to employers. 

It might involve taking part 

in ACCA committees and 

initiatives, or participating in 

a broader forum to share a 

professional perspective.  

Realising that many 

members spontaneously 

act in such ways, ACCA 

launched its inaugural 

advocacy awards in 2017, 

with winners recognised 

the following March. The 

positive response from 

around the world confi rmed 

a strong and widespread 

desire to celebrate the 

achievements and activities 

of ACCA members who 

act as advocates for the 

accountancy profession. 

National winners
This year the comprehensive 

selection process again 

began with the identifi cation 

of national winners in 17 

countries. These national 

winners were then assessed 

by panels of senior members, 

including members of 

ACCA’s governing Council, 

to come up with six 

regional winners. 

Nominees were asked to 

provide supporting evidence 

to show how they had 

demonstrated advocacy in 

action in a variety of ways: 

attracting and inspiring 

the next generation of 

accountants; developing or 

supporting other members; 

sustaining and building 

ACCA’s reputation; and 

leading the profession. 

‘The willingness 
of advocate-

members to share 
their experiences 

for the benefit 
of others is 

outstanding’

Champion celebration
For the second year running, ACCA has recognised members who champion their 
profession, inspiring and supporting fellow and future members – and society at large
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Choosing the regional 

winners was a challenging 

process, triggering extensive 

discussions. Nevertheless, 

six outstanding regional 

ACCA advocates were finally 

selected, and their successes 

are being celebrated in their 

home markets among friends 

and colleagues. 

The winners come from 

both private and public 

sector backgrounds. 

Through their various forms 

of advocacy they have 

increased ACCA members’ 

skills and knowledge 

by using social media 

and improving access 

to technology courses. 

They have also inspired 

and mentored future 

generations of ACCA 

students, encouraged wider 

business understanding of 

the importance of corporate 

governance and ethics, 

and identified how ACCA 

professionals can improve 

the lot of humanity. 

Six of the best
The six regional advocacy 

award winners, who took the 

initiative to lead and inspire 

while presenting ACCA in 

the best possible light, are 

as follows:

* Middle East and South 
Asia (MESA): Suren 

Rajakarier FCCA, 

partner and head of 

audit and assurance, 

KPMG Sri Lanka

* Emerging markets: 
Jaroslaw Grzegorz 

FCCA, associate partner 

in forensic and integrity 

services, EY Poland

* Europe and Americas: 

Etain Doyle FCCA, 

executive coach and 

non-executive director 

based in Ireland

* ASEAN and ANZ: Alice 

Tan FCCA, chief financial 

adviser at the Land 

Transport Authority of 

Singapore

* China and Hong Kong: 

Major Qinxue Mei FCCA, 

chief operating officer 

and chief HR officer, 

Jiawei Renewable Energy

* Africa: Paul Ankunda 

FCCA, head of finance 

and administration 

for the financial 

management and 

accountability 

programme hosted by 

the Ministry of Finance, 

Planning and Economic 

Development in Uganda.

‘There are many inspiring 

stories, and choosing winners 

from among such active 

advocates is very hard,’ says 

Weston. ‘Advocacy is such 

an inclusive, broad, umbrella 

term. It could range from 

talking to your neighbour 

about what their teenager is 

going to do for a career, to 

helping build the profession 

in your country. 

‘This year’s winners have 

all proved to be leading 

advocates for ACCA and the 

profession. The willingness of 

such members to share their 

experiences for the benefit 

of others is outstanding, 

and I would encourage 

more members to come 

forward and share their 

pride in ACCA and their own 

advocacy stories.’ AB

Europe/Americas winner Etain Doyle 
I joined the civil service in 1973 and was dealing with 

European and Irish agricultural budgets and financial 

issues. I wanted a better understanding of the business 

and banking issues, and also to differentiate my CV. As a 

woman, I felt that having the ACCA Qualification removed a 

potential excuse for discrimination against me if promotions 

were coming up.

There have been very few roles in my career where I 

haven’t drawn on my ACCA Qualification and the skills 

I gained – including when I was Ireland’s first telecoms 

regulator, and still now that I am an executive coach. 

I have been very lucky in my career and had a desire to 

give back. It’s important to me to have an opportunity to 

make a difference. When I ran for chair of ACCA Ireland, 

I made advancing opportunities for members my key 

objective, particularly in relation to technology. I was the first 

chair of the technology subgroup, which explores digital 

challenges and opportunities for members. Its efforts have 

provided opportunities for ACCA members to improve 

their skills – for example, through access to Microsoft 

tutorials, a higher diploma in science in data analytics run 

by the National College of Ireland and, bespoke to ACCA 

members, short courses on big data and other emerging 

technologies from Trinity College Dublin. ACCA members 

can also now access Trinity’s MBA programme. 

If you want to be an advocate, do your homework and 

be clear about what you propose to advocate for. Find 

out if others are doing similar things and if you might link 

up with them; it’s always good to work with others who 

can bring different perspectives, energy and networks. 

Expect advocacy to take more time than you might think. 

But enjoy it: the contacts, discussions, the ups and downs, 

and especially the changes you can help to make. Through 

advocacy I have met people I might not otherwise have met.
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Ian Stewart, partner and chief economist at Deloitte UK, 
deviser of the Deloitte CFO Survey, and blogger.

Corporate speaker and round-the-world cyclist 
Mark Beaumont hosted the day’s sessions.

Shaping the future
There were insights into global economic confidence, organisational culture, scenario 
planning, commercial awareness and much more on offer at ACCA’s annual conference

ACCA UK’s annual 
conference, this year with 
the theme ‘Shaping the 
future’, saw 200 delegates 
from across the country 
convene at the Congress 
Centre in London in March. 

Topics included how global 

economic confidence is 

impacting the economy, with 

Deloitte’s chief economist 

in the UK Ian Stewart; how 

businesses are adapting to 

change, featuring Jaguar 

Land Rover’s FD Michael 

Mills FCCA and Greggs’ 

head of business finance 

and strategy Duncan 

Smith FCCA; managing 

a diverse workforce, with 

118118.com’s FD Helen 

Morgan FCCA and HR 

Hero for Hire’s founder 

Shakil Butt FCCA; and 

commercial awareness in a 

new business landscape, with 

Wolverhampton Wanderers 

FC’s CFO Rita Purewal FCCA. 

There was also a 

panel discussion on how 

businesses are shaping 

the future, with Nio UK’s 

FD Rob Walker FCCA, IBM 

global business services’ 

CFO Donna Wheeler FCCA, 

and Babylon Health’s FD 

Christèle Brouste FCCA. 

Turn to page 17 for 

highlights of Rohit Talwar’s 

session on futureproofing. AB
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Trusha Lakhani FCCA, CEO of Great Business Matters and 
chair of ACCA’s member network panel in Leicestershire.

Edith Yembra FCCA, FD of YMCA North London and 
member of the North London member network panel.

Michael Mills FCCA, UK finance and transformation 
director at Jaguar Land Rover.

Rohit Talwar, CEO of Fast Future. Read the highlights of 
his session on page 17 of this issue of AB.

Rita Purewal FCCA, CFO of Wolverhampton Wanderers 
Football Club.

Conference delegates were invited to write down their 
views on the finance function of the future.
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Could you be an award winner?
The British Accountancy Awards are the perfect way to 

recognise your firm’s or company’s achievements over the last 

12 months. The awards celebrate the impact that expertly 

designed and executed accountancy and finance strategies 

make to business performance and the bottom line.

In recent years we have seen multiple ACCA winners, across 

both company and individual award categories. This year’s 

entry process is simpler and quicker than ever before. You 

can take a look at the categories and start the process at 

britishaccountancyawards.co.uk/categories.

You can also find ACCA guidance on how to create a 

winning entry at bit.ly/awards_guidance.

Webinars

Women’s Wednesdays
This new series will support 

female ACCA members in 

their careers. Register now 

at bit.ly/womenswebinars to 

view the following live or on 

demand:

* How to create a winning 

CV (8 May)

* Harness the power of 

LinkedIn with a winning 

profile (5 June)

* How to win at interview 

(on 3 July).

Financial services 
This series of spring 

webinars covers key topics 

for accountants in financial 

services. Attendees can 

choose from:

* Open banking: what it is 

and what it means for 

accountants in the UK

* Basel IV: what’s next for 

banks (2 May)

* Social finance: what it 

is and why it matters 

(10 May)

* Technology innovation 

in global financial 

services – part 1 (15 May)

* Understanding and 

mitigating crypto risks 

(23 May)

* Technology 

implementation in 

commercial and 

investment banking 

– part 2 (30 May).

Watch any or all of these 

webinars on demand now at 

bit.ly/FSwebinars.

Professional courses

Internal audit – collaborative 
independence
16 May, Birmingham, £216

7 CPD units

Internal auditors are faced 

with challenges to ‘do more 

with less’, ‘rely on other 

assurance providers’ and 

‘accept that the compliance 

work is covered by others’. 

Join this conference to 

find out how internal 

auditors can make a 

positive change in delivery 

through ‘collaborative 

independence’.

Channel Islands conference
12-14 June, Jersey 

ACCA’s annual conference 

for accountants in the 

Channel Islands returns to 

Jersey in June. Visit the 

website to view the latest 

programme and speakers.

Autumn update
24-26 October, Manchester, 

from £1,289

21 CPD units

This conference offers a 

flexible programme where 

attendees can choose 11 

out of 29 sessions. Mix and 

match between business and 

finance, taxation and law, and 

This flagship conference 

for practitioners provides 

an opportunity to refresh 

your technical knowledge 

and discuss common 

issues with like-minded 

accountants. Taking place 

over a Thursday, Friday 

and Saturday, this event 

minimises time away from 

the office. AB

professional development to 

gain maximum benefit from 

the conference programme 

while fulfilling your annual 

CPD requirements. 

Residential conference for 
practitioners
21-23 November, Chester, 

from £699

21 CPD units

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

More information

Use the CPD resource finder to search for events listed 
above, at bit.ly/ACCA-CPD1
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Council update
ACCA’s governing body met in March in London to discuss the ongoing 
development of ACCA’s strategy, governance, budgets, and more

Council met on Saturday 
16 March in London. 
The Council meeting 
featured discussions and 
decisions on a number of 
important matters.

* The president, deputy 

president and vice 

president updated 

Council on their activities 

since the last meeting, 

including ACCA’s 

participation at the World 

Congress of Accountants 

in November 2018 and 

attendance at events in 

China, Cyprus, Greece, 

Ireland, Poland, Romania 

and the UK.

* Council received a 

presentation and 

report from the chief 

executive focused on 

strategic performance 

to 31 January 2019 and 

key strategic matters 

and issues.

* Council received an 

update and broke 

into discussion groups 

to consider the 

second phase of the 

implementation of the 

governance review 

following the bye-law 

changes approved by 

members at the AGM 

in 2017.

* Council considered in 

discussion groups two 

possible scenarios for 

ACCA and the profession 

in 2030 as part of the 

ongoing development of 

ACCA’s future strategy.

* Council approved the 

proposed budget for the 

organisation for 2019/20, 

including the proposed 

membership subscription 

for 2020. Following a 

recommendation from 

a group of committee 

chairmen, Council also 

approved the measures 

and targets to be used 

to track ACCA’s strategic 

performance in 2019/20.

* Council received the 

annual report from 

the chairman of the 

Regulatory Board, 

including progress on 

priorities, progress 

made by each of the 

sub-boards, and data 

on the operation of the 

regulatory functions. 

* Council considered 

a paper on the 

development of the 

strategy partnership with 

the Shanghai National 

Accounting Institute 

in China.

* On a recommendation 

from Nominating 

Committee, Council 

agreed to co-opt Taiwo 

Oyedele and Amos Ng 

to Council for three 

years, in accordance with 

bye-law 23. Both are 

senior ACCA members 

who have made a 

significant contribution 

to the profession and 

wider ACCA member 

engagement, and 

Council believes this 

will further enrich the 

breadth of experience on 

Council.

* Council noted a report 

from the Qualifications 

Board, including the 

review of the December 

2018 examination results.

* Council agreed a 

timetable for choosing 

its preferred nominee for 

vice president in 2019/20. 

* Council received a 

presentation from 

the chairman of Audit 

Committee on the 

work of the committee, 

focusing on a deep-dive 

into risk management.  

* Council received 

reports from the 

Nominating Committee, 

Governance Design 

Committee, Audit 

Committee, Resource 

Oversight Committee 

and Market Oversight 

Committee meetings 

held during the period 

from November 2018 to 

March 2019.

Council will hold its next 

meeting in London on 

22 June 2019. AB
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More information

To find out more and to register, visit accaglobal.com/digital.
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Power of digital 
Join ACCA’s online event next month on embracing the 
challenges – and benefits – of digital transformation

To tie in with its current 

focus on ‘the power of 

digital’, ACCA is running a 

one-day virtual conference 

to examine the technology 

themes that are impacting 

the accountancy profession 

around the world today and 

into the future.

Registration to attend 

the free event on 11 June is 

now open. Members who 

can’t join live can register to 

receive details of how to join 

in the on-demand period. 

All attendees can gain up to 

seven units of verifiable CPD.

The online conference will 

include sessions looking at 

ACCA’s professional insights 

report on machine learning 

and artificial intelligence 

(see also page 36 of this 

issue); how the ACCA 

Qualification is adapting 

to tech developments; 

how to manage change 

and lead digital 

transformation, with 

organisational psychologist 

Dr Rob Yeung; and the 

latest developments 

in blockchain. AB
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