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Welcome
This month: guidance on Covid-19, the launch of ACCA’s latest theme ‘the purpose 
of the accountancy profession’, and updates on imminent regulatory changes

About ACCA
ACCA (the Association of Chartered 

Certified Accountants) is the global 

body for professional accountants. It 

offers business-relevant, first-choice 

qualifications to people of application, 

ability and ambition who seek a 

rewarding career in accountancy, finance 

and management. ACCA supports its  

219,000 members and 527,000 students 

in 179 countries. accaglobal.com

Accounting and Business
The leading monthly magazine for 

finance professionals, available in seven 

different versions: China, Ireland, Malaysia, 

Singapore, UK, Africa and International.

* Magazine contacts, page 82

* Available in app and pdf

* AB Direct: weekly news bulletin

AB is circulated to all members in print 

and digital formats. ISSN No: 1460-406X 

More at accaglobal.com/ab

structure – when no one notices.

One of the most significant areas 

where the profession can make a major 

contribution is in sustainability. The 

accountants’ role in communicating to 

stakeholders the business’s impact on 

the planet and influencing its strategy 

to improve its environmental footprint is 

vital. We look at how this role has taken 

another step forward, with the EU’s 

introduction of a ‘green taxonomy’ for 

climate-related disclosures. See page 22.

Other important developments we 

cover include the extension of IR35 

to private companies (page 70), the 

publication of the Wates governance 

principles for private companies (page 

52) and the National Audit Office’s 

revised Code of Audit Practice (page 41).

And last but not least, we have several 

interviews with members in fascinating 

roles, including Stefan Gamble FCCA, 

CEO of Walsall FC (page 12), and 

Peter Ryland FCCA, CEO of the Welsh 

European Funding Office (page 37). AB

Jo Malvern, editor

joanna.malvern@accaglobal.com

Global developments around Covid-19 
have been dominating the news for 
some time. They have been moving so 
fast that we have limited our coverage 
this month to practical and technical 
updates. But China-based ACCA 
president Jenny Gu offers words of 
encouragement in her piece on page 
19. You can find more, updated ACCA 
guidance at accaglobal.com/covid19, 
and a longer-term view of impacts and 
how to respond in the next issue.

The epidemic has even stolen column 

inches from the Budget – about to be 

announced as AB went to press. Find 

ACCA guidance at bit.ly/ACCA-budget.

In other news, April marks the launch 

of ACCA’s latest theme, the purpose 

of the profession. AB is exploring what 

accountancy means to business and to 

us personally, as well as to wider society.

Robert Bruce kicks off the discussion 

in his column on page 16, exploring 

the many unsung achievements of the 

profession. Accountants should take 

heart, he argues, that we know we’ve 

been successful in our responsibilities 

– to provide security, stability and 

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

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

Member services
ACCA office details, page 66 
ACCA Connect: +44 (141)582 2000
members@accaglobal.com
accaglobal.com/members
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Greg Lecoeur won the 
international Underwater 
Photographer of the Year 
2020 competition with 
his image of crab-eater 
seals circling icebergs 
in Antarctica. Amazon 
CEO Jeff Bezos has 
pledged US$10bn to fight 
climate change.

President Donald Trump 
pushed Indian Prime 
Minister Narendra Modi 
to reduce import tariffs 
on US motorcycles such 
as the Harley-Davidson. 
India recently cut the rate 
from 100% to 50% but 
the US wants a further 
reduction. 

US astronaut Christina 
Koch landed in 
Kazakhstan after 328 days 
on the International Space 
Station – the longest 
continuous spaceflight by 
a woman. She also took 
part in the first all-female 
spacewalk with fellow 
astronaut Jessica Meir.

The Splash by British 
artist David Hockney 
sold for £23.1m 
(US$29.2m) at Sotheby’s 
auction house in London. 
The 1966 painting – 
part of a series of three 
– was last on the market 
in 2006 when it fetched 
£2.9m (US$3.7m). 
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Updates on Covid-19 impact 
ACCA is publishing regular updates on the impact of 

Covid-19, including useful resources for those dealing 

with the many consequences and implications. Find news 

and guidance at accaglobal.com/covid-19. See also the 

‘Accounting for Covid-19’ panel on page 67, and Jane Fuller’s 

recommended actions for finance teams, on page 18.

PwC has issued advice on how to protect supply chains 

amid the epidemic. It points out that, given Wuhan’s 

importance as an industrial hub, there could be significant 

impacts on logistics for companies around the world. 

It advises identifying critical products and suppliers, 

developing contingency plans, considering financial and 

legal implications of supply chain disruption, having a 

communications strategy.

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

Big Four break-up
The Financial Reporting 

Council (FRC) has outlined 

plans to break up the 

Big Four, aiming for an 

operational split of the 

practices by 2022. Each 

firm will have its audit arm 

carved out to bring about 

improvements to audit 

quality and audit market 

resilience. Driven by recent 

well-publicised failures in 

audit performance, this is 

the first phase in the FRC’s 

project to ensure that audit 

firms ‘put audit quality 

front and centre, with new 

independence and financial 

transparency guidelines 

to support this’. The next 

stage will be to push the 

mid-tier firms to restructure 

too. The FRC says it is 

working closely with senior 

management at the Big Four 

to reach agreement on how 

quickly the changes can be 

implemented, but a firm 

timetable for the operational 

split has not yet been set.

Arga enhanced 
Arga – the new Audit, 

Reporting and Governance 

Authority – is to have 

enhanced regulatory 

oversight of audits, the 

FRC has announced. Arga 

will speed up enforcement 

investigations and set higher 

standards for corporate 

governance, reporting 

and audit. More than 100 

additional staff will be 

recruited by the body, while 

decision-making processes 

will be streamlined. 

Separately, the government 

is considering extending the 

Arga oversight of audits to 

large private companies. If 

this happens, it will result in 

companies such as Dyson, 

Ineos and Tata Steel being 

unable to use their auditors 

to provide consulting 

services as well.

FTSE 350 audits
Over 40% of FTSE 350 

companies are looking 

outside the Big Four to 

conduct their audits as the 

main or additional auditor, 

according to a survey 

by ICSA, the Chartered 

Governance Institute. The 

survey also found that while 

84% of respondents believe 

their boards of directors to 

be gender-diverse, only 29% 

consider their boards to be 

ethnically diverse.

FRC climate review
The FRC is conducting 

a major review of how 

companies and auditors 

assess and report the 

impact of climate change. 

The review will consider 

how the information 

can be improved to 

support decision-making 

by investors and other 

stakeholders. FRC’s 

CEO Jon Thompson 

said: ‘Auditors have a 

responsibility to challenge 

management to assess 

and report the impact of 

climate change on their 

business.’ See also the panel 

on page 25, ‘Accounting’s 

call to action’.

Sports Direct wins
Sports Direct, now known 

as Frasers Group, has 

won its court case against 

the FRC, allowing the 

company to keep private 

its correspondence with its 
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former auditors Deloitte 

and Grant Thornton. The 

Court of Appeal overturned 

an original High Court 

judgment, which had found 

in favour of the regulator. 

Sports Direct has also 

won its argument with the 

Belgian tax authorities, 

which have now accepted 

the company’s explanation 

for administrative errors that 

appeared to give rise to an 

additional VAT liability.

IR35 ‘light touch’ 
The extension of the IR35 

anti-avoidance legislation 

to the private sector from 

April will not be aggressively 

applied retrospectively, 

HMRC has announced. It 

said: ‘HMRC will not carry 

out targeted campaigns 

into previous years when 

individuals start paying 

employment taxes under 

IR35 for the first time 

following the reform, and 

businesses’ decisions about 

whether their workers are 

within the rules will not 

automatically trigger an 

enquiry into earlier years.’ 

See ‘Contract killer’, page 70.

M&C Saatchi probe
M&C Saatchi has announced 

that its accounting practices 

are to be investigated by the 

Financial Conduct Authority. 

The investigation follows 

the announcement by the 

company last December that 

it was making adjustments 

of £11.6m in the 2018 and 

2019 years, after a review 

was conducted by PwC. 

The company said it will 

profit diversion compliance 

facility, encouraging 

companies to speed up their 

settlement of taxes due.

Tax relief monitoring
The government needs to 

improve its monitoring of 

tax reliefs, according to a 

report from the National 

Audit Office. At the end of 

last year, the UK tax system 

included 1,190 tax reliefs to 

promote specific economic 

and social outcomes. The 

NAO report concluded: 

‘Evaluations show that their 

impact is not guaranteed, 

and many require careful 

monitoring.’ It added that 

value for money from tax 

reliefs was not proven and 

that HMRC and the Treasury 

had been slow to respond to 

previous NAO criticisms of 

the use of tax reliefs.

Wales social care tax
The Welsh Government will 

open a consultation this 

summer on the introduction 

co-operate fully with the 

FCA. It stated last year that 

it will strengthen its financial 

systems and controls.

JL axes weeklies
John Lewis will no longer 

publicly report its weekly 

sales, which had been 

regarded as an indicator 

of the state of retail 

trading. In a statement, the 

employee-owned group 

said: ‘The Future Partnership 

strategy means the John 

Lewis Partnership is now 

operating as one business 

and therefore moving to 

a new financial reporting 

structure. Sales or operating 

profit will no longer be split 

between the two brands. 

Instead, reporting will focus 

on general merchandise, 

grocery and services.’

MNC tax raises £5bn 
HMRC has taken more than 

£5bn from multinational 

companies through the 

introduction of diverted 

profits tax in 2015. More 

than 60 investigations for 

additional corporation 

tax have been settled, 

generating £2.2bn. In 

addition, HMRC raised 

almost £2bn in VAT from 

businesses restructuring 

their operations as a result 

of diverted profits tax and 

related investigations, 

and collected £369m from 

charging notices, where 

HMRC believed companies 

were underpaying tax 

liabilities. The work has 

been supported by the 

introduction last year of a 

of a new tax to finance social 

care. Wales’s health minister 

Vaughan Gething revealed 

the social care funding plans 

in a BBC interview. 

WEF metrics boost
The World Economic 

Forum’s has launched a 

framework for reporting 

corporate metrics on 

environmental and 

employment practices, and 

the Big Four firms have 

committed to it. The WEF 

wants the framework to 

be applied across large 

corporates from next year. 

Disclosures will go beyond 

those that are financially 

material. In a statement 

at Davos in January, the 

WEF said it was proposing 

‘a common, core set of 

metrics and recommended 

disclosures that IBC 

[International Business 

Council] members could use 

to align their mainstream 

reporting and, in so doing, 

reduce fragmentation 

High-quality audit takes five
The International Federation of Accountants has outlined its 

five essential factors for achieving high-quality audits: the right 

process, people, governance, regulation and measurement. 

IFAC CEO Kevin Dancey said IFAC is a partner in a larger 

ecosystem striving for better outcomes, and added: ‘We call 

on regulators and professional accountancy organisations 

to collect, analyse and publish more and better data – both 

aggregate and granular – on audit quality, with the goal of 

enhancing transparency and promoting higher audit quality.’

 
People Governance Regulation

 
Measurement

 
Process
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Jersey adopts tax equality
For the first time, married women in Jersey will be allowed 

to file their own tax returns from next year without getting 

permission from their husbands. The move is part of a reform 

to Jersey’s personal tax system, which includes allowing 

couples who are married or in civil partnerships to submit 

joint tax returns. Couples have also been given equal rights to 

access tax information and liability for payments of due tax. The 

moves were approved in Jersey’s parliament by 40 votes to two.

and encourage faster 

progress towards a 

systemic solution, perhaps 

to include a generally 

accepted international 

accounting standard’.

Aid siphoned off
There is evidence that 

foreign aid from the World 

Bank may leak out into 

private bank accounts in tax 

havens, according to a study 

by the bank, with the title 

of Elite Capture of Foreign 
Aid. The authors compared 

statistics for the bank’s aid 

transfers with the flow of 

money going out from the 

same countries, as captured 

by the Bank for International 

Settlements. The authors 

conclude: ‘In... the 22 most 

aid-dependent countries 

in the world (in terms of 

WB aid), we document 

that disbursements of 

aid coincide, in the same 

quarter, with significant 

increases in the value of 

bank deposits in havens.’

Secrecy index
The Cayman Islands and the 

US are the most secretive 

nations when it comes to 

tax disclosure, followed by 

Switzerland, Hong Kong 

and Singapore, according 

to the Tax Justice Network’s 

Financial Secrecy Index. 

The index complements the 

Corporate Tax Haven Index, 

which ranks the British 

Virgin Islands as the ‘most 

corrosive’ for tax avoidance, 

followed by Bermuda, 

the Cayman Islands and 

the Netherlands. 

Facebook likes tax
Facebook CEO Mark 

Zuckerberg has said the 

company will support the 

OECD’s tax base erosion 

and profit shifting (BEPS) 

initiative and is willing 

to pay more tax in its 

European markets. He 

said: ‘I understand that 

there’s frustration about 

how tech companies are 

taxed in Europe. We also 

want tax reform, and I’m 

glad the OECD is looking 

at this. We want the OECD 

process to succeed so 

that we have a stable and 

reliable system.’

BEPS update
The adoption of the BEPS 

programme would have ‘a 

significant positive impact 

on global tax revenues’, 

according to analysis by 

the OECD. Its proposed 

two-pillar solution would 

generate up to 4% of 

additional global corporate 

tax revenues, worth about 

US$100bn annually. BEPS 

participants have agreed 

to the profit allocation 

measures under pillar one 

and will continue discussing 

a common set of tax 

rules, as proposed under 

pillar two.

Ethics take on tech
The International Ethics 

Standards Board for 

Accountants (IESBA) is to 

update its code of ethics 

to incorporate the ethical 

implications of technology 

on the accounting, 

assurance and finance 

functions. Changes include 

adding references to 

technology in the provisions 

about relying on the work 

of others, and emphasising 

the need to actively 

protect data. 

IFIAR inspections
The International Forum 

of Independent Audit 

Regulators has published 

its annual survey of findings 

resulting from its inspections 

of audit firms. In 2019, 33% 

of audit engagements 

inspected generated at 

least one finding, compared 

with 37% in 2018 and 

47% in 2014. IFIAR urges 

firms to continue to make 

improvements to their audit 

performance, as the rate of 

findings remains too high.

Stress test and IFRS 9
The Bank of England and 

the Prudential Regulation 

Authority are to adjust their 

stress-testing of UK banks’ 

capital adequacy to allow 

for the impact of IFRS 9, 

Financial Instruments. 

The BoE explained: ‘The 

approaches to be piloted 

are consistent with the 

principle that the new 

accounting standard, 

which is being phased 

in until 2023, should not 

result in an unwarranted 

de facto increase in capital 

requirements.’ It separately 

published a study into the 

effect of IFRS 9 on the cost 

of capital, finding it had only 

a minor impact. AB 

Compiled by Paul Gosling
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Read the Unlocking Technology for the Global Goals 
report at bit.ly/unlock-tech.

More information

The appliance of science 
A survey by the World Economic Forum and PwC reveals that the great potential for 
modern technologies to tackle major global challenges is far from being realised

Tech hits the target
The report reveals the potential 

of technology to help deliver 

the United Nations’ Sustainable 

Development Goals (SDGs), 

which tackle, among other things,  

poverty, climate change, nature 

loss and inequality.

Making progress
The United Nations’ SDGs that have 

attracted the highest number of 

fourth industrial revolution (4IR) 

applications are: 

Some way to go
But technology has been little help so far in 

addressing the challenges posed by a number 

of other SDGs. Those with the lowest number 

of 4IR applications are:

Moonshot majors
The ‘moonshot’ technologies (ie offering radical solutions 

to huge problems) that most support the SDGs include:

Technology could have 

a high impact on 10
of the 17 SDGs

Internet connectivity 
(drones, satellites)

Zero-waste materials for clean 
energy and heat capture

Synthetic biology to 
remove micropollutants 

Quantum-based datacentres 
and supercomputers

70% of the 169
SDG targets can be 
directly supported 
by tech innovation

SDGs 1, 4, 5, 8, 9,10,11 SDGs 7, 9,11,12,13 SDGs 6, 11,13,14,15 SDGs 7, 9, 12,13

70%
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Talking head

Watch our video interview with Stefan Gamble at Walsall’s 
ground, at bit.ly/AB-Walsall.

CVi

2010
Chief executive, Walsall FC

2007–10
Finance director, Walsall FC

2002–07
Management accountant, 

Walsall FC

1997–2002
Audit senior,  

BDO Stoy Hayward

Fan at the top
After spending most of his working life at Walsall FC, its CEO and local boy made 
good Stefan Gamble FCCA has made a success of boosting revenues

Football’s a funny old game. Nothing can stir the 
passions as much as a good run in the World Cup or the 
European championships or, closer to home, lifting the 

FA Cup at Wembley. Just an appearance at Wembley will do.
It is this last example that sticks in the memory of Stefan 

Gamble FCCA, chief executive of Walsall Football Club. One 

of his personal highlights of nearly 20 years at the club was 

taking his team to Wembley in March 2015 for the final of 

the English Football League Trophy. And it was not just the 

team that made the trip; some 29,000 supporters joined the 

cavalcade. Walsall was shut that Sunday.

Despite losing the final 2-0 to Bristol City, it is a game 

that will stick in Gamble’s memory. ‘It was the first 

time in the club’s 130-year history that we had been to 

Wembley,’ he recalls. ‘Sadly, we lost the match, but it was  

still a great day out.’

Fight for survival
It is moments like these that football fans live for but, for 

the CEO of a League Two club, it is as much the fight for 

financial survival off the pitch as the team’s performance 

on it that counts. Walsall’s regular home gate is around 

4,500 – not enough to sustain any professional football club, 

and Gamble has to bring his financial skills to bear in the 

search for alternative revenue, all of which is 

ploughed back into the team.

Off-pitch money spinners have included 

Europe’s biggest freestanding digital 

advertising screen; it’s in the club’s car park 

and will be a familiar sight to anyone who 

has been stuck in traffic just before the M6 

meets the M5. And then there was Elton 

John, who played his greatest hits show to 

some 14,000 fans who packed out the club’s 

stadium just three months after its visit to 

Wembley in 2015. Heady days.

Gamble signed for the club back in 2002, 

joining its finance department, although 

he had previously been the club’s senior 

auditor when he was at BDO Stoy Hayward, 

the firm he had joined as a trainee five 

years earlier and where he achieved his 

ACCA Qualification after graduating from Liverpool University.

‘I’ve always had a passion for football, and during my time 

at BDO I got to know Walsall’s then-chairman Jeff Bonser, who 

was looking for someone to help on the financial side. It was 

an opportunity that really appealed to me. It meant I could 

take my professional qualification and use it in an environment 

that I was my passion.’ With Gamble having grown up five 

miles away, it was the perfect fit.

His first role at the club was management accountant. The 

finance function was a relatively small team, and Gamble 

worked with the FD, a purchase ledger clerk and a payroll 

clerk. ‘It is a £7m turnover business,’ he says, ‘but one whose 

profile far outweighs such a small size.’

Gamble took on more of the FD’s roles and set about 

professionalising the function. ‘At the time we were in what 

is now known as the Championship, so the club was getting 

bigger. It had other business interests as well as the football 

team, so it needed someone to come in and cover those other 

areas as well. We brought in better financial controls over the 

accounts and cashflow side of the business.’

And it has paid off. The club has 

turned a profit in 23 of the past 26 years, 

and was only in the red as a result of the 

collapse of the broadcaster ITV Digital, 

which went into administration in 2002 

owing £178m in TV rights to the lower 

league clubs.

Gamble’s talents were recognised when 

he was asked to join the club’s board as FD 

in 2007. ‘I was only 32 at the time, and it was 

a great honour,’ he says. 

He then won a further promotion in 2010 

when his predecessor as chief executive, 

Roy Whalley, decided to stand down, and 

the chairman once again turned to Gamble 

to fill the vacancy. That was 10 years ago, 

and it has been a decade that Gamble 

describes simply as ‘brilliant’.
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‘Everything we 
generate in other 

parts of the 
business goes 

straight into 
the football pot 
for success on 

the pitch’

13April 2020 Accounting and Business

UK_INTER_Gamble_Walsall.indd   13UK_INTER_Gamble_Walsall.indd   13 02/03/2020   17:0002/03/2020   17:00



i What’s in a name?

Walsall FC goes by the nickname of the Saddlers – its 

website address is saddlers.co.uk. The reason is simple: 

in the late 19th century, the rich seams of coal in the 

Black Country where Walsall sits ran out, and the town’s 

fame became centred on its equally long-established 

leatherworking industry, particularly the saddlery trade. The 

Queen’s handbags, saddles for the royal family and leather 

goods for the Prince of Wales are all still made in the town.

Diversification imperative
The role of chief executive has brought diverse benefits, 

Gamble says. ‘I’ve grown as a person and as a businessman; 

it has been another fantastic opportunity. The football has 

inevitably been mixed, and you only have so much control 

over that – once they cross the white line, it’s over to the 

players. But the business has grown and we have diversified, 

as you don’t make money out of the football as you have to 

give it to the players to compete.

‘On day one as chief executive, I went from having 

responsibility for the finances to taking charge over the 

commercial, events and retail sides of the business. My inbox 

was pretty full, but by that time I had had eight years in the 

business at a senior level, so nothing was a shock, just more 

responsibility on my plate.’

Off the pitch, in 2016 he sealed a renewed stadium naming-

rights deal with local beer brand Banks’s that lasts until 2022, 

and the following year struck a five-year sponsorship deal 

extension with insurer Homeserve for the team’s shirts. And, 

of course, there is that huge digital display in the car park 

– Gamble went to China to source the screen, which stands 

14 Accounting and Business April 2020

UK_INTER_Gamble_Walsall.indd   14UK_INTER_Gamble_Walsall.indd   14 02/03/2020   17:0002/03/2020   17:00



Basicsi

£6.7m
Walsall Football Club’s turnover in 2019

£19,000
Profit in 2019 (the club is run on a breakeven basis)

400 
Number of staff, which includes 30 professional 

players, 18 apprentices and 120 academy players

1888
Date the club was founded – as Walsall Town Swifts

6th
Best ever league position, in the old second-tier Division 2  

(now the Championship) in the 1898/99 season

4,500
Average gate

for disadvantaged children, as well 

as working with the local authority 

and NHS to encourage healthy 

eating. Some children come into 

the club for help with their maths 

by learning through the medium 

of football. 

‘The list is endless,’ Gamble says. 

‘We do walking football for the over-

60s. Clubs do a huge amount in 

the community. We have a high 

profile, and so are able to work 

with and help many people.’

The current stadium was built 

some 30 years ago, but even back then, it was designed so 

that its facilities didn’t lie unused until Saturday afternoon 

came around. Conferences, exhibitions, sporting dinners and 

the occasional pop concert all figure in helping to make the 

football club a viable business as well as a thriving element in 

the community.

But perhaps most importantly of all, it is a home for those 

who have a real passion for their team. Come Saturday, 

Gamble is there with them. AB

Philip Smith, journalist

opposite the busiest stretch of motorway in the country. With 

3.8 million cars passing it every week, it offers 450 square 

metres of ‘fantastic’ advertising. ‘The business model is that 

everything we generate in other parts of the business goes 

straight into the football pot and is at the manager’s disposal 

to be successful on the pitch.’

Unfortunately, the Saddlers, as Walsall are affectionately 

known, were relegated from League One last year after 12 

consecutive seasons in the third tier of English football. This 

meant that Gamble had to relinquish his position on the 

board of the English Football League, which he had held since 

October 2016 as a League One delegate – another fantastic 

opportunity. ‘It was all about how 72 clubs are run, and it 

was great to be so closely involved, as I also sat on the audit, 

remuneration and commercial committees,’ he says.

Of course, the club’s footballing goal is promotion and a 

return to the more lucrative environment of League One. 

Football finances are notoriously varied. There are the super-

rich clubs at the top of the Premiership top tier, those that 

are just about surviving, and those that have fallen into 

administration. But all reflect an undying passion for the game.

‘That gets to the core of it and that is the biggest challenge,’ 

says Gamble. ‘Clubs get into trouble 

when their hearts rule their heads. It 

is a business at the end of the day. 

We employ over 400 staff, full-time 

and part-time, and they all need to 

be paid at the end of the week, so 

you need to run the business properly 

and responsibly. The reality is that we 

support a large number of families in 

the local area and a number of local 

businesses as well.’

Know your limits
One of the biggest challenges is 

that a League Two club like Walsall 

is competing with 23 other clubs in 

its division for the best talent, which pushes up player prices. 

‘One of the hardest things to do in football – but one of the 

best ways to ensure stability – is to be able to say no,’ Gamble 

says. ‘That is not always a popular decision, because the 

supporters want to see their team be successful and to have 

the best players, but sometimes there are players you can’t 

afford and you have to let them go. But at the same time, you 

have to have ambition, because that is what we all do it for.’

Off the pitch, Gamble is trustee of a community 

programme that is currently operating in around 40 schools 

in the local area, helping to deliver activities such as sports 

‘Clubs get into 
trouble when 

their hearts rule 
their heads. It is a 

business at the end 
of the day’
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Taking stock

Robert Bruce draws long-term lessons 
from Covid-19 in his podcast available 
at accaglobal.com/ab/podcasts.

Make some noise
Accountants have been under-appreciated for too long. We’re just not good at 
shouting about our achievements and the contribution we make, says Robert Bruce

scandals. What isn’t plain is the daily 

work of providing structure and security 

for individuals and small and medium-

sized businesses. 

Nor does the public see the work 

that the profession provides in terms 

of strategy and advice. If it sees 

anything, it is the regulatory side, the 

emphasis on the safety and integrity of 

the numbers. And it largely sees this 

through the few failures rather than the 

overwhelming majority of the day-to-

day achievements. 

In part this is the fault of the large 

accounting firms. Their history was 

founded on being the people who 

businesses went to for shrewd and 

strategic advice, often based on 

the insiders’ view that accounting 

firms, seeing so many different client 

businesses, had amassed. But in recent 

decades, under regulatory pressures, 

accounting firms have concentrated on 

the lucrative work of assurance in its 

many guises.

Like medieval priests
At the top end of the market the 

firms have created a type of medieval 

priesthood providing rulings that are 

impenetrable and arcane to the laity.

Terry Smith, the legendary head of 

the investment firm Fundsmith, pointed 

out at its recent AGM that the rules 

now meant that insurance company 

accounts, for example, were a mystery 

to virtually everyone. It is small wonder 

The accounting profession hasn’t 
always had a reputation for being a bit 
on the dull side. Take the great days of 
beer drinking in the Middle East. The 
British Museum recently put on display 
a clay tablet from around the year 
800BC, a long time ago. It reveals a 
very early example of taxation and the 
important role of beer in accounting 
for that taxation. 

As the British Museum’s explanation 

of the tablet’s significance points 

out: ‘As part of a system of payment 

or rationing, beer was crucial to 

the smooth running of ancient 

Mesopotamian cities and empires.’ And 

the clay tablet ‘records a list of taxes 

paid in beer by court officials’. The 

accounting system was simple: ‘Readily 

available and easy to divide into smaller 

amounts, beer was an excellent form of 

liquid currency in the ancient world.’ 

This accounting arcadia is a far cry 

from our current era where the largest 

accounting and audit firms are being 

excoriated and ridiculed by politicians 

and public alike. But, as ever, there is 

a difference between the perception 

and the reality. It is just that the reality, 

like the workings of the accounting 

profession itself, goes largely unnoticed 

by the public.

The last time consultants Oxford 

Economics produced a survey of the UK 

(and Ireland) accounting profession, it 

showed that it had contributed £59bn 

to UK GDP, generated £8.9bn in tax and 

exported £3.1bn in services.

That seems a solid enough 

contribution. Yet the perception persists 

that this is a profession seen only 

through the prism of isolated, and large, 

Accountants were 
pioneering long-

term sustainability 
and measures to 

save the planet 
while Greta 

Thunberg was still 
a babe in arms
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that these accounting technocrats are so 

anonymous in the public’s perception. 

Accountants have also tended to 

be outshone in the public’s view of 

sustainability. The profession has 

undertaken phenomenal and steady 

work for years in the field of expanding 

the use and value of information, both 

financial and non-financial. And it has 

taken a leading role in putting in place 

the structures that force and encourage 

the business and financial world to 

embed a long-term view in their strategy. 

Pioneering
But again this has tended to remain 

invisible. Accountants were pioneering 

long-term sustainability and measures 

to save the planet while Greta Thunberg 

was still a babe in arms. 

But accountants tend not to take 

to the barricades to get something 

done. By nature they work at steady 

incremental change. And that rarely 

means headlines, still less the hauling 

of pink boats into the middle of Oxford 

Circus. This is also why there are no 

famous accountants and why they 

remain unobtrusive even when bringing 

about historic change. 

A friend recently returned from 

an Italian trip. He had been walking 

through Sansepolcro, a quiet town 

in eastern Tuscany. He had spotted 

a bas-relief high up on a wall in 

the main square. Excitedly he had 

realised it marked the birthplace of 

Luca Pacioli, the friar who set double-

entry bookkeeping at the heart of 

accountancy all those years ago. But, 

as he pointed out, the plaque didn’t 

mention that. It simply said he was a 

friend of Leonardo da Vinci. 

Even the greatest of accounting 

heroes are only modestly acclaimed. 

And that is probably the answer. The 

place of the accountancy profession is 

of huge importance to business, the 

economy and the future. But the public 

doesn’t see the need to understand 

it. They just want it all to work. The 

security, stability and structure that 

accountants create is probably at its 

best when no one notices it or needs to 

understand its workings. 

So let’s raise a toast to the Assyrians. 

They understood. AB

Robert Bruce is an accountancy 

commentator and journalist.
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Debt contagion
Covid-19 has prompted talk about recession again. For companies without a margin of 
safety, this will require action from auditors and finance teams, says Jane Fuller

are auditors, they should redouble 

scrutiny of the management cashflow 

forecasts that feed into asset valuations. 

It may even mean noting that the 

going concern basis for the accounts 

is dependent on the forbearance of 

lenders. Some companies will be tipped 

over the edge.

Within companies, finance teams will 

be instrumental in seeking cost cuts, 

which may involve upfront spending. 

Cutting dividends, share buybacks 

and capital spending plans will also 

be in the mix. 

Of more strategic interest is whether 

assets can be sold to raise funds, 

although the shrinkage may diminish 

future profits. If the chief executive is 

loath to put once-prized acquisitions 

on the block, more realistic finance 

directors will need to speak up or 

step up.

Most intriguing is whether the long-

running cycle of ‘de-equitisation’ is over. 

Central banks have little ammunition 

left to suppress interest rates. In any 

case, what matters to companies is the 

premium they have to pay over risk-free 

rates and this has risen significantly.

With profits falling, covenants based 

on ratios such as net debt:ebitda 

(earnings before interest, tax, 

depreciation and amortisation) or 

interest cover (by operating profits) may 

be tested. 

Time for finance teams to dust off 

their knowledge of equity issues to 

rebuild balance sheets. AB

Jane Fuller is a fellow of CFA Society  

of the UK and co-director of the Centre 

for the Study of Financial Innovation.

This was supposed to be the year 
when the global economy muddled 
through nicely in the run-up to the US 
presidential election in November. 
Complacency was fanned by an easing 
of US-China trade tensions, a better 
outlook for Europe and a stimulus 
package in Japan. 

But by early March the spread of 

the Covid-19, and of activity-stifling 

measures to counter it, had caused 

forecasts to be slashed.

The OECD, for instance, reduced its 

central growth forecast from 2.9% to 

2.4% but warned that an intensification 

of the virus could halve projected 

growth to 1.5%.

Talk of recession is back. For 

businesses, which often find it difficult 

to curb costs quickly, the unexpected 

threat to sales spells falling profits and 

a hit to cashflow. For those with money 

in the bank or ample scope to increase 

borrowings, this is disappointing but not 

life-threatening. The trouble is that far 

too many companies lack this margin 

of safety.

Investors hunting for yield have piled 

into corporate bonds. But the era of 

blue-chip AAA borrowers is long gone: 

a tiny number retains the top rating. 

Instead the past decade has seen a 

doubling of the amount of corporate 

debt sitting at the bottom of the 

investment grade category. 

In the FTSE 100, for instance, at the 

end of February, S&P rated more than 

a third of constituents at the three BBB 

levels that count down towards non-

investment grade – or ‘junk’. 

What does this erosion of the margin 

of safety mean for accountants? If they 

If the CEO is loath 
to put once-prized 

acquisitions on the 
block, the more 

realistic FDs will 
need to speak up or  

step up
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Coping in a crisis
ACCA members and staff have responded superbly to the disruption and concern 
caused by Covid-19, and this fills me with pride, says ACCA president Jenny Gu

harder when adversity strikes, and the 

path ahead is strewn with uncertainty.

As I write this in early March, I am 

confident whatever happens in the long 

term, everybody at ACCA – members, 

students and staff – will continue 

achieving great results, and supporting 

each other in every way we can.

Of course, my final message, wherever 

you are, is to wish you and your families 

all good health, and to thank you for 

everything you do, under any and 

all circumstances. AB

Jenny Gu FCCA is chief executive officer 

at Richemont China.

The best test for any organisation’s 
resilience arrives when crisis strikes.

That word, crisis, is over-used and 

you hear it uttered in connection 

with relatively trivial trials. Yet there 

has been nothing trivial about the 

outbreak of Covid-19 (coronavirus), 

which has resulted in many deaths all 

around the world and has disrupted 

everyday life for millions.

As a Chinese person living in 

Shanghai, and as the leader of a 

company employing 3,000 people 

across China, this has been a cause of 

acute concern. The welfare of all my 

staff has been at the front of my mind 

every waking moment. So too has the 

welfare of all our members, students 

and ACCA staff across the region.

I’ve been disappointed to cancel a 

number of trips around the world that 

I had planned to make on behalf of 

ACCA. But life goes on, and I was able 

to contribute to our new members’ 

ceremony in February in Dhaka virtually, 

by recording my speech and sharing it 

with our friends at the event. We also 

faced a number of logistical issues with 

exam sittings in some of the regions 

that have been most affected by the 

spread of the virus. I would like to thank 

all our students for their patience and 

fortitude as these challenges have been 

tackled. And I also pay tribute to our 

staff around the world for the skill and 

ingenuity they have shown in finding 

solutions to these problems.

Despite the daily difficulties created 

by Covid-19, ACCA members and staff 

have responded superbly – and that fills 

me with pride as your president. It is 

easy to lead and work in an organisation 

when the sun is shining, the road is clear, 

and the wind is at your back. It is far 

It is easy to lead 
when the sun 
is shining, the 

road is clear and 
the wind is at 

your back. It is 
far harder when 
adversity strikes 
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Thinking innovatively

Watch the video expanding on the need for these skills, at  
bit.ly/AB-entrepreneurs.

Get in the zone
Rachel Stockey and Julie Devonshire FCCA explain how finance professionals can 
learn from and support innovators by adopting their entrepreneurial mindset

Entrepreneurship is vital for a flourishing economy, so 
it’s important to have not only the right environment 
for encouraging innovation but also one that helps 

develop the skills that entrepreneurs need. 
As part of the ongoing work to support innovative thinking 

among the students, staff and alumni at King’s College 

London, a UK university, the King’s Entrepreneurship Institute 

has researched the skills essential for an entrepreneurial 

mindset. These are important for innovators but also for the 

finance professionals who support them. Adopting these 

values will also help us become more innovative in our careers. 

Compel
When you are compelling, you have a powerful and irresistible 

effect on others and can influence and negotiate. You are also 

able to pitch ideas clearly and concisely, and in a way that will 

spark a reaction from your audience.

One way to really engage them is to master the art of 

storytelling. This helps when pitching ideas, allowing people 

to buy into your journey and vision. When you compel, you 

enhance your leadership credibility, allowing you to gain 

the loyalty of others and change their behaviour. It’s an 

increasingly vital skill for finance professionals.

Disrupt
We disrupt when we question the way things are done – 

and when we are bold about proposing revolutionary or 

better ways of thinking and doing, being innovative and 

challenging the status quo. We must also embrace feedback, 

recognising it as an opportunity to learn at every stage of the 

innovation journey. 

For finance professionals, this means supporting the creative 

teams to bring their ideas 

forward in a professional way.
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Think lean
Start-ups are often dedicated to 

rapid, continual, iterative learning, 

and adapt their products and 

services  through testing. This 

approach is known as the lean 

start-up methodology.

When you think lean, you abandon 

the idea that a product should only 

be launched when it is as close to 

perfect as possible. Instead, you 

test early to validate your ideas 

and then apply your learning to 

develop iterative upgrades. As a 

result, you arrive at better solutions 

faster. Finance professionals need to support their teams in 

being agile and experimenting, and need to be careful not 

to stifle creativity.

Validate
By getting validation for your ideas, you will prove they 

are viable and likely to gain traction. Validation also helps 

eradicate bias and assumptions that you might bring to the 

innovation process.

Validation requires you to be problem-focused rather than 

solution-focused. This is because solutions will come more 

easily if you have done thorough research into the nature of 

the problem, based on objective questioning and testing of 

customer needs. 

Finance professionals are particularly good at this, as it’s a 

fundamental part of our training, and you can help others learn 

validation methodologies and analyse risks in their projects.

Be resilient
There are three elements of resilience in an entrepreneurial 

context. The first is withstanding setbacks. Having a thick skin 

will enable you to step out of your comfort zone into your 

‘stretch zone’, where you are more likely to achieve personal 

and professional growth. 

The second element is being able to understand and apply 

a growth mindset. That means taking feedback on board and 

using it to improve, but having the capacity to objectively 

assess when it is time to stop pursuing a particular idea.

Finally, it is key to have the confidence and self-awareness 

to ask for support from your network. Entrepreneurs are often 

painted as ‘lone individuals battling against the world’. But in 

reality they tend to have extensive networks of family, friends, 

investors and peers operating in their co-working spaces. 

Finance directors have a duty to support others in their 

Finance 
professionals need 

to support their 
teams in being 

agile and should 
be careful not to 

stifle creativity

organisation to be resilient. You can 

use tools to teach people to identify 

and manage risk and to be able to 

deal with ‘no’.

Build teams
To foster innovation and combat 

‘group think’, you need to find, 

develop and grow effective, diverse 

teams. Entrepreneurs actively seek 

out diversity of thought and ideas, 

as well as team members who will 

challenge each other’s perspectives.  

If you work with people who 

are different from you, you will 

probably encounter more conflict. But by handling this conflict 

objectively and professionally, you can make it a force for 

good that enables the whole team to advance. Cultivate 

a positive culture within the team where everyone feels 

included, motivated and valued. Finance professionals who 

do this will discover that their output improves and that they 

have more impact.

Get it done 
Talk alone does not achieve great results, so if you want 

to make real progress, you will need to take real action. 

That means prioritising execution above all else. Finance 

professionals and entrepreneurs alike should analyse possible 

actions and identify the most effective option for reaching 

their desired goal. Then implement the strategy, in a focused 

way and without delay. Work on overcoming the mental blocks 

that are stopping you from moving forward. How can 

you boost your productivity by minimising procrastination and 

maintaining your accountability, focus and motivation? Be 

fearless about tackling the tasks that stretch you the most, as 

these will enable you to make the greatest progress.

What next?
A good place to start is to review each of the seven skills 

to see where your existing strengths lie and identify 

potential areas for development. Then ask yourself what an 

entrepreneurial version of you looks like. Then you can work 

on becoming that person and reaping all the professional 

benefits that transformation will bring. AB

Rachel Stockey is head of entrepreneurial skills at the 

Entrepreneurship Institute, King’s College London, and 

Julie Devonshire FCCA is the institute’s director. kcl.ac.uk/

entrepreneurship.
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Green machine
With time running out to act on climate change, can the EU’s proposed system for 
identifying environmentally sustainable activities work? Barbara Davidson reports

Only 10 years remain to achieve the UN’s Sustainable 
Development Goals. The World Economic Forum 
has declared that ‘serious climate action’ is needed 

in order to avoid a dangerous level of global warming by 
limiting the planet’s average temperature to no more than 
2°C higher than pre-industrial levels (in accordance with the 
Paris Agreement). It asked participants at its Davos 2020 
summit to commit to net-zero carbon emissions by 2050. 
The European Union (EU) alone must invest an additional 
€175bn–€290bn (US$190bn–US$315bn) annually to meet its 
climate and emissions targets. Is the EU equipped to meet 
these objectives, especially in light of recent weather events?

Investing in environmentally sustainable activities is a 

key part of the solution. Despite this, there is currently no 

single, agreed way to identify such investments. Different 

governments and institutions use different identification 

criteria; this can lead to confusion, reduced confidence, higher 

costs and conflicting results. A reliable, consistent approach 

is needed. Enter the EU’s ‘unified classification system for 

sustainable activities’. Better known as the EU Taxonomy, it 

forms part of the European Commission’s (EC) 2018 Action 

Plan on Financing Sustainable Growth.

Common language
The Taxonomy provides a common language for identifying 

‘environmentally sustainable’ economic activities and selling 

corresponding products. It can help increase access to 

financing, improve transparency 

and reduce opportunities for 

‘greenwashing’ (providing 

misinformation about environmental 

performance). It is designed to meet 

current and future climate goals.

The Taxonomy is a product of 

political and technical processes. 

It will become law by means of a 

taxonomy regulation, the proposed 

text of which was agreed by the EC, 

the European Parliament and the 

EU Council in December 2019. The 

proposed regulation specifies that an 

economic activity will be considered 

environmentally sustainable only if it ‘substantially contributes’ 

to at least one of the following six environmental objectives 

(while doing no significant harm to the others):

* climate change mitigation 

*  climate change adaptation

* sustainable use and protection of water/marine resources 

* transition to a circular economy 

* pollution prevention and control 

* protection and restoration of biodiversity and ecosystems. 

The activity must also meet certain social safeguards and 

comply with technical screening criteria. The proposed 

regulation excludes power generated by solid fossil fuels, and 

is silent on nuclear and gas. It recognises that the Taxonomy 

must evolve with changes in science, technology and business, 

and so also requires: 

* consideration of existing legislation/frameworks/standards

* technological neutrality where possible

* lifecycle assessments

* periodic reviews and updates. 

Disclosures include how and to what extent environmentally 

sustainable products, or products with environmental 

characteristics, comply with the Taxonomy criteria. The 

dislosure requirements will apply 

to any ‘financial market participant’ 

that sells products in the EU, and 

to entities covered by the EU 

Non-Financial Reporting Directive. 

In addition, eligible non-financial 

entities will have to disclose 

the percentage of revenues, 

and investments/expenditures, 

associated with ‘Taxonomy-eligible’ 

activities. Any other EU financial 

product must indicate if Taxonomy 

criteria were not taken into account.

The EC formed the independent 

Technical Expert Group on 

Economic activities 
must ‘substantially 

contribute’ to at 
least one of six 
environmental 

objectives

Hottest topic

Listen to Barbara Davidson’s podcast for ACCA’s Student 
Accountant on how accountants can help tackle the climate 
crisis, at bit.ly/SA-climate. 
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More information

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

Sustainable Finance (TEG) to determine how an economic 

activity contributes to the first two objectives (climate change 

mitigation and adaptation) while assessing the need to do 

no significant harm across the four other objectives. In 2019 

the TEG issued its draft taxonomy report (the final version is 

expected in the first half of 2020), which includes:

* science-based recommendations

* technical screening criteria, with suggested minimum 

thresholds, for assessing climate mitigation for 67 activities 

across various sectors 

* a context-driven, process-based approach for deciding 

if activities meet the climate 

adaptation criterion 

* guidance and case studies 

* recommendations for the 

Platform on Sustainable 

Finance, which replaces 

the TEG later this year. 

The stringency of the proposed 

technical screening criteria 

provides a level of assurance that 

eligible activities will help meet 

ambitious emissions targets. 

Drawbacks
International convergence on environmental 

sustainability is crucial to meeting worldwide 

climate targets. Consequently, there are concerns 

that the Taxonomy is not a global standard. 

Although it can be a valuable reference for 

investors, an activity-based taxonomy 

may be of little use in some 

jurisdictions. Canada, a resource-

based economy, is developing 

its own taxonomy. And while a 

focus on economic activities 

rather than companies could 

help with transition, obtaining 

good-quality data, such as 

revenues or carbon emissions, 

by activity may be difficult. 

This also re-opens the 

debate on making climate-

related disclosures mandatory. 

Investors typically use GICS global 

classification to identify sectors, whereas 

the Taxonomy uses the European industry-based NACE 

system. Although the TEG recommends mapping between the 

two, there is concern that this is an unnecessary complication.

What next?
Meanwhile, Taxonomy-related disclosures will not be 

required until the Taxonomy regulation (and related technical 

screening criteria) comes into force (full implementation 

expected by 2022). Political concessions were needed to 

agree the proposed regulation in a timely manner, and the 

EC is required to consult with a member states expert group 

before adopting technical screening criteria into law. Political 

pressure, along with numerous actors, could delay the dates or 

dilute the Taxonomy content. 

After the TEG hands its completed recommendations to the 

EC, the Platform on Sustainable Finance 

will go on to finalise the technical 

screening criteria, with staggered 

effective dates. It will also 

advise on future amendments, 

perform cost-benefit analyses, 

evaluate stakeholder input, 

monitor sustainable investment 

trends, and take on any other tasks 

that may arise.

In the interim, investment firms 

should familiarise themselves with 

the activities and technical screening 

criteria needed to identify or design 

environmentally sustainable products – the 

sustainability reporting commitments made 

at Davos, if implemented expeditiously, could 

help with this. In addition, corporates could 

direct their future spending towards 

environmentally sustainable activities; 

investors could refine their investment 

requirements and increase their 

engagement; and stakeholders can 

participate in public consultations.

By providing a weapon in 

the battle against climate 

change, the EU Taxonomy for 

sustainable economic activities 

may help this decade kick off 

on a positive note. AB

Barbara Davidson formerly 

headed investor engagement 

for the IASB.
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Troubled waters
Could climate change trigger a financial crisis? It’s a fear that is driving central banks to 
green the financial system through climate risk reporting disclosure

When builders take sick leave in a heatwave, 
productivity falls and delays occur in the 
construction of new homes, with knock-on 

effects on the economy. Against a background of rising 
temperatures and increased rainfall, the financial risk of 
such productivity loss is to be incorporated into the Bank of 
England’s first-ever stress test to measure whether climate 
change could trigger a financial crisis. The UK’s central bank 
plans to publish the findings of its assessment, known as the 
biennial exploratory scenario, in 2021.

It is one of a number of related activities by a consortium of 

central banks – the Network for Greening the Financial System 

(NGFS), which was set up in December 2017. Spearheaded by 

outgoing Bank of England governor Mark Carney, it aims to 

incorporate climate change into financial stability models and 

improve the information that helps evaluate climate risk. 

Other leading members of the NGFS include the central 

banks of France and the Netherlands, and the network 

now has 54 members globally, from China to Colombia and 

Mexico to Malta, although it lacks the backing of the Federal 

Reserve, the US central bank. Many of the member institutions 

supervise commercial banks and insurers, as well as making 

their own investments.

Principles around climate disclosure reporting are already 

available and could be applied. In most countries there is as 

yet no parliamentary legislation to mandate disclosure but this 

is an option also available to central banks. ‘We may require 

banks to publish exposure to climate change risk. If we made 

it compulsory, we would get better market discipline,’ says 

Morgan Després, deputy head of financial stability at Banque 

de France. But that decision has yet to be taken. The NGFS 

meanwhile is still at an early stage of development, and not all 

commercial banks have engaged on climate voluntarily.

Assessing the risk requires appropriate data, the acquisition 

of which entails an arduous quest for information that neither 

central nor commercial banks have considered up to now. 
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Accounting’s call to action
In the run-up to the 26th UN Climate Change Conference in 

November, the major accounting bodies have signed up to a 

declaration calling on the profession to put sustainability and 

climate change action at the forefront of its work.

The Accounting Bodies Network (ABN) is part of the 

Accounting for Sustainability (A4S) project and represents 

over 2.5 million accountants worldwide. It says its members 

have a critical role to play in effecting change because of 

their expertise in advising businesses about risk and their 

responsibility to act in the public interest. Accountants 

can help businesses build sustainability into their working 

practices, commercial relationships and supply chains.

‘This is a call to action not just for accountants but also for 

the professional bodies of which they are members,’ says 

ACCA chief executive Helen Brand. ‘We all have an immense 

role to play here, and ACCA has signed up to three proactive 

commitments that will help our members and future members 

rise to the challenge.’ The commitments are:

*     to integrate climate change risk into organisational 

strategy, finance, operations and communications

*     to support sustainable decision-making 

* to provide sound advice and services.

Read more about the ABN’s work at bit.ly/ABN-climate-action.

At its most basic, it involves a better understanding of the 

groundwater, drains and sewers that cities depend on, for 

example, and the potential impact of floods or hurricanes in 

their individual contexts. At this early stage, central banks are 

still groping through tangled pathways for that data.

No two approaches to modelling the physical risk to real 

estate are identical and no two flood or fire or drought events 

are alike, so the extent of that risk is not visible to the central 

banks either. ‘Take a global bank with a portfolio of residential 

mortgages – we expect them to experience more extreme 

weather events where the mortgage holders are, but we don’t 

know where or how much risk exposure is in that particular 

portfolio. That’s very specific to each bank,’ Després explains.

 
The right risk metric
Agreeing effective reporting techniques is one solution. 

‘To identify the risks, you need to get the risk metrics right,’ 

Després says. The standardisation of climate scenario analysis, 

as promoted by global high-level group the Taskforce on 

Climate-related Financial Disclosures (TCFD), would help. 

But this could take many years to develop for both physical 

and transition risk. Transition risk (financial risk from adjusting 

towards a lower-carbon economy) depends on views of the 

progress of fossil fuel policy, for example. Unlike historic 

financial reporting, scenario analysis is forward-looking and 

thus more subjective, which makes standardisation harder.

As well as stress testing, tools at the disposal of central 

banks include easing lending conditions for green 

investments. A financial instrument known as the ‘green 

supporting factor’ lowers the capital risk requirements for 

green assets. It could also be accompanied by a ‘brown 

penalising factor’ – raising capital requirements on assets with 

high sustainability risks. However, there is currently insufficient 

evidence that green assets have a lower level of default to 

justify this policy, which raises concerns that such an approach 

would undermine the general rules for lending.

Other options to help green the financial system include 

purchases of financial assets such as green bonds, or setting 

explicit targets or discounts to interest rates to guide bank 

lending to preferred sectors such as greener transportation. 

Of all the possibilities, the most widely expected is 

mandatory reporting. For example, in July 2019 the UK 

government set out a green finance strategy that requires 

all listed companies and large asset owners to make climate 

risk disclosures in line with TCFD recommendations by 2022 

(see also ‘Disclosing arguments’ at bit.ly/AB-disclosing). If 

large institutions, including financial services companies and 

commercial banks, don’t agree climate risk reporting rules, 

they can expect compulsory requirements (see page 22). 

Some commercial banks accept they have to act and are 

keen to be seen as first movers. Simon Connell, sustainability 

strategy head at Standard Chartered, believes rapid action 

is needed. ‘This topic is rapidly growing but clients are not 

necessarily at the point where their disclosures are fully in line 

with the TCFD so we need to find more innovative ways to get 

to the answers,’ he says.

That responsiveness may be key, as the NGFS has already 

conceived an irrevocable change to economies. Its launch 

report stressed that central banks will cooperate globally with 

policymakers, the financial sector, academia and others to 

distil best practices in addressing climate-related risks. 

Action on mandatory reporting and carbon pricing may 

ensue. ‘Without carbon pricing, it makes it more complicated 

to make the transition,’ Després points out. ‘This requires 

policymakers to step in and price carbon in such a way that it 

reflects its real US$80–US$90 price.’ 

Yet most governments have baulked at carbon pricing. 

Clearly, outstanding individual leadership is still required if real 

progress is to be made. AB

Elisabeth Jeffries, journalist
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Tax without tears
If governments want to improve the effi ciency of corporate taxation systems, they fi rst 
need to understand the compliance motivation – or alienation – of businesses
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Tax morale is an incredibly important concept, but one 
that doesn’t always translate well from English – the 
default tongue of many international tax discussions 

– into other languages. 
In its lengthy and detailed programme of work, the 

Organisation for Economic Co-operation and Development 

(OECD) defines tax morale as the ‘intrinsic willingness to pay 

tax’. It further defines this intrinsic motivation in its consultation 

document What is driving tax morale? as ‘our understanding 

of what motivates taxpayers to participate in, and comply 

with, the tax system’. It regards this as ‘a vital aspect of the tax 

system, as most tax systems rely on the voluntary compliance 

of taxpayers for the bulk of their revenues’. 

Tax morale is about far more than an individual’s moral 

beliefs; it also includes their actions, which may well not 

reflect those professed beliefs. G20 public trust in tax, an 

international survey of citizens’ 

attitudes to tax by ACCA, IFAC 

and CA ANZ, found overwhelming 

evidence that across the G20 group 

of major economies, tax is seen as 

a legal rather than a moral duty. 

However, compliance with those 

legal burdens is arguably more of a 

moral issue. 

If the law is strong enough and 

compliance measures effective 

enough, individuals will pay taxes 

even if they think them morally 

wrong. In the UK, for example, when 

Margaret Thatcher’s government 

introduced a hugely unpopular poll 

tax in 1989-90, there were riots and demonstrations, but most 

people paid up. However, an onerous compliance mechanism 

can discourage voluntary payment of a tax that taxpayers 

might not otherwise object to. Tax morale is about the whole 

tax ecosystem, not just internalised individual beliefs.

Unavoidable truths
Within this ecosystem, every taxpayer evaluates, consciously 

or subconsciously, a range of factors. For many, taxes are an 

unavoidable fact of life – as US founding father Benjamin 

Franklin declared in 1789, ‘in this world nothing can be said 

to be certain, except death and taxes’. Employees can rarely 

control how much tax they pay, as this is largely managed by 

their employers. Individuals have little choice but to pay sales 

taxes on consumer goods. But even when compliance rates 

are high, employees and consumers may resent the levels or 

goals of taxation, or how they see the funds being spent. 

If tax liabilities 
cannot be accurately 

predicted, 
businesses may 
reduce or divert 
investments, or 

adopt more complex 
structures to 

mitigate the risk

For businesses, the mechanism of taxation is more complex, 

operating through a number of constraints and variables that 

are usually more or less within the control of the business. 

Profits are calculated over a given period, for a given 

geographical area, based on a finite class of financial actions. If 

the business can demonstrate that a particular transaction falls 

outside the time period covered by its calculation of profit, 

then no tax will arise on it (at least within that tax return). 

Similarly, all governments currently restrict the scope of their 

taxation to those entities that have some connection, whether 

physical or legal, with their own geographical boundaries. 

And taxes fall only on particular transactions. For example, 

most jurisdictions will allow a tax deduction for payment 

of interest to an unconnected third party but not for the 

payment of a dividend (for more on this, see Why is Tax Law 
Incomprehensible? by lawyer John Prebble, at bit.ly/Prebble-

tax). A third party can interpret how 

to treat the return on its investment 

to its best tax advantage, but 

an investor will have their own 

incentives and conditions around 

the format and characterisation of 

the investment. The possibility of a 

tax-free dividend may well be less 

attractive to them than the certainty 

of a (taxed) interest receipt.

Harder to fathom
There is no simple way to measure 

the tax morale of businesses, so 

proxies – such as the fraction of sales 

concealed from tax authorities – are 

typically used. Similar datasets to those used for individuals’ 

tax morale simply do not exist. The OECD What is driving tax 
morale? research found that if liabilities cannot be accurately 

predicted, businesses may reduce or divert investments, or 

put more complex (expensive/inefficient) structures in place 

to mitigate that risk. It may not be possible to attribute moral 

values to a business, but its willingness (or not) to engage with 

local systems can be assessed, and that can give a good guide 

to likely impacts on tax receipts, and indeed wider investment. 

The importance of this information to governments and 

policymakers cannot be overestimated if they are to make 

appropriate evidence-based decisions to improve corporate 

tax systems. Tax morale may be a difficult concept to 

disentangle from morality, but it is one that the evidence 

suggests is well worth the effort. AB

Jason Piper is ACCA’s head of taxation.
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Accrual (37 countries)
Cash, transitioning to accrual (67)
Cash (46)
No data (106)

Cash retreat
By moving to accrual-based accounting, governments are improving value for money, 
enhancing public scrutiny and positioning fi nance at the heart of decision-making

How do you make sure that your public sector 
accounts are capturing the real value of assets and 
liabilities? Accrual-based accounting is how.

Take the example of building a well to serve a rural 

community. Under cash accounting, the construction costs are 

recognised in year one, but after that the well disappears from 

accounting view. There are no records to indicate whether the 

well is doing what it should or if it needs maintenance. Nor is 

there any information on funds available to build more wells. 

The situation is completely different under accrual 

accounting, where the well is assigned a value based on its 

working condition. Accrual accounts accordingly provide 

useful information for decision-makers to understand where 

additional resources should be allocated to fi nance the 

replacement of vital assets.

This well scenario is a real example, from Tanzania, cited in a 

new report issued by ACCA and the accountancy profession’s 

global body IFAC (International Federation of Accountants). 

The report, Is cash still king? Maximising the benefi ts of 
accrual information in the public sector, draws on extensive 

research, including interviews and roundtables with experts 

with experience of implementing accrual accounting. 

The trouble with cash
The report acknowledges that cash accounting, which was 

applied in 2018 by 75% of all governments in some form, has 

its uses, but warns: ‘Cash accounting doesn’t present the most 

accurate picture of a government’s fi nancial health, nor does 

it enable decision-makers in the public sector to adequately 

plan for the development, delivery and maintenance of the 

services, programmes and infrastructure on which people rely.’ 

That, in turn, leads to a breakdown of trust in governments.

Accrual accounting has none of these weaknesses. As well as 

providing useful information on assets, it shines a brighter light 
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Reap the rewards
The Is cash still king? report offers the following tips for 

maximising the benefits of accrual information:

* Adopt a ‘net worth’ perspective in setting fiscal rules, 

remembering that what gets excluded gets exploited.

* Improve asset management by using accrual information 

to highlight where asset maintenance is inadequate as well 

as to identify decommissioning/replacement costs.

* Use asset impairments to challenge the performance of 

public sector projects.

* Direct fiscal policy institutions to assess contingent 

liabilities and produce recurring fiscal risk reports.

* Use accrual accounting as the baseline for intertemporal 

balance sheets and fiscal sustainability reports.

* Plan to align the bases for budgeting, reporting and 

forecasting, as working from comparable bases will 

provide more current data that can improve forecasts.

* Implement accrual budgeting to put finance at the heart 

of decision-making, while embedding performance 

management across government.

More information

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

on liabilities, such as pension schemes. If holes are appearing, 

they should become apparent. Accrual accounting allows 

governments to take decisions that support their goals without 

burdening future generations with unmanageable debt. 

Encouragingly, according to the 2018 International Public 

Sector Financial Accountability Index, 65% of governments 

surveyed have implemented accrual accounting or plan to 

by 2023. This means that about 40% of them are currently 

transitioning to full accrual accounting. This, as the report 

points out, is ‘a truly momentous global transition’. 

Transitioning governments can anticipate enjoying the core 

benefits of implementing accruals-based accounting. Those 

advantages include delivering value for money, facilitating 

public scrutiny and putting finance at the heart of decision-

making, and they are all derived from the provision of new, 

decision-useful information.

Information generated by accrual accounting can dispel 

fiscal illusions (ie accounting devices that give the illusion of 

change without any substance) and avoid perverse incentives. 

For example, governments using cash accounting can be 

tempted to postpone payments to suppliers or lenders in 

order to choose the financial year in which transactions appear. 

In doing this, not only is the financial position misstated, 

but deferring payments may result in government facing 

additional interest costs. 

Compelling but challenging
The benefits are compelling, but moving from cash to 

accrual accounting is likely to be a highly complex process. 

Transitioning governments may benefit from the experiences 

of those who have gone before. The report has 30 specific 

recommendations for public officials planning to introduce 

accrual accounting. These address how to maximise the 

benefits (see panel above) and cover key topics such as setting 

objectives and planning, engaging 

stakeholders, creating effective 

systems and developing skills. 

On the subject of skills, finance 

staff have to produce analysis based 

on accrual accounting information to 

help policymakers take a long-term 

view. Governments will therefore 

need to increase the number of 

qualified accountants they employ. 

They may also need to introduce 

training programmes (read about 

ACCA training that would help meet 

these needs, at bit.ly/cert-pfm and 

bit.ly/cert-ipsas). 

Information 
generated by accrual 

accounting can 
dispel fiscal illusions 

and avoid perverse 
incentives

Internal training will need to extend beyond the preparers 

of accounting information to include auditors, members of 

parliamentary committees and procurement officials, among 

others. If accrual-based accounts are to have maximum 

impact, a broad pool of stakeholders will need to be able to 

interpret the new information they receive.

Policymakers and public sector officials gearing up for the 

challenge of implementing accrual accounting should remain 

focused on the benefits awaiting them. Governments that 

use accruals-based accounts take a longer-term view of their 

finances than those that rely on a cash basis. Strong balance 

sheet management supports low 

borrowing costs, which in turn gives 

governments greater flexibility to 

respond to emerging pressures 

and absorb fiscal shocks. In what 

seems to be an ever more volatile 

world, those advantages are well 

worth pursuing. AB

Sarah Perrin, journalist
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Voice of reason
Failing to communicate at all or barraging staff with bombastic declarations – both only 
heighten employee stress. Alison Young explains how to reassure during disruption

Research tells us that a lack of control 

leads to feelings of powerlessness, 

accompanied by anxiety and stress. 

It is not only large-scale change 

that can have this effect; it is a natural 

human response in the face of lower 

levels of disruption too. Epidemics, 

environmental disasters, international 

trade wars, political change and 

terrorism may be no more than a threat 

but they can all have an effect on the 

average employee. 

Colleagues at all levels worry 

about when and how these types of 

How many times has a note from the 
CEO to all staff trumpeted the ‘exciting 
opportunities’ of a merger or the 
‘untapped potential for collaboration’ 
with a new strategic partner? 

Such grandiose statements may 

be a reflection of what the CEO truly 

thinks or just spin from a well-meaning 

corporate comms department. But 

whatever the motivation, such emails or 

videos can be met with cynicism, even 

outright hostility, by staff recipients.

What is greeted as an exciting 

opportunity by a CEO might be 

viewed as a job threat by a colleague 

much further down the food chain. 

Equally, that untapped potential for 

collaboration for the commercial 

director or CIO might jeopardise a 

valued and valuable supplier contract 

for an overstretched team in a region far 

away from head office. 

It is often the case that those closest 

to a new business deal or organisational 

initiative are the ones who are least 

threatened by it, while those further 

away have access to less information 

and so feel that they have less control. 
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threats assessed, and a view taken. The 

executive committee feels it has done 

its job and has it all in hand should 

things escalate, and so moves on to the 

next item on its packed schedule.

Say something
The senior leadership team’s diligent 

and responsible assessment and 

management of risk is rarely shared 

with colleagues at large, because senior 

executives decide they ‘don’t want 

to stir up panic’, or believe ‘there’s 

nothing we can do, so there’s nothing 

to say’. But this misses the point. The 

role of internal communications is 

not just about providing information. 

Importantly, it also plays a key role in 

the emotional health of employees, who 

need to know that senior leaders are 

taking action and making decisions even 

if that happens behind closed doors.

Why are messages of reassurance that 

the leadership team is addressing these 

lower-level threats so important to the 

organisation as a whole? 

At the heart of the answer is 

psychological safety. In the organisation 

as a whole, within their team or in a 

face-to-face meeting with their manager, 

people need to feel psychologically 

safe. A lack of safety causes anxiety and 

stress, and employees look to leaders to 

provide that safety.

background disturbance will begin to 

affect their world. Will the environmental 

disaster or trade war disrupt the supply 

chain? Will terrorism or epidemic limit 

the ability to travel to overseas offices? 

Will political change cause currency 

swings that affect the value of shares 

or the strength of the balance sheet 

and therefore the ability to pay out the 

annual bonus or fund the pension pot?

Most large organisations constantly 

monitor the outside world and are 

required to log and assess risk on an 

annual basis. Within that cycle, the 

executive committee’s month-to-month 

agenda addresses specific incidents 

of lower-level threats and risks such 

as a sudden outbreak of large-scale 

illness or a specific environmental 

disaster. Experts are consulted, policies 

dusted down, opportunities and 

When there’s a ‘hum’ of danger in 

the background, it is heard inside the 

organisation too – in the lifts, in the 

queue for coffee or lunch, as colleagues 

gather for a meeting or pause to chat 

in the middle of the afternoon. When 

the subject of the hum is the very 

person supposed to provide safety, the 

consequences can be dramatic: it is 

said that in one particular organisation, 

there was so much distracting chatter 

at all levels in the business about the 

potential replacement of the CEO that 

the company fell victim to a hostile 

takeover bid. Of course, this is hardly 

an everyday occurrence, but wasted 

time and the productivity drain caused 

by colleagues worrying about other 

types of low-level threat should not be 

underestimated by management.

In response to some external events, 

a change of policy may be required 

or, at the very least, a confirmation 

of the current policy may be useful. 

When there’s been a terrorism or health 

incident, for example, it’s always worth 

setting out what travel is still allowed 

as well as what is now prohibited. At 

a more mundane level, managers 

should, for example, be armed with the 

company policy about any changes to 

dress code or travel or working hours if 

the weather is unseasonably hot or cold. 

The reassurance required to settle 

some employees can be surprising. One 

senior executive received a genuine 

question from a more junior colleague 

about whether they should destroy a 

suitcase that had been used six months 

before for a trip to a region that was 

only now in the throes of a potential 

epidemic. Whatever the seemingly 

inconsequential nature of a low-level 

threat, the importance of offering a 

feeling of safety and reassurance should 

not be underestimated. AB

Alison Young is a director of Leaders in 

Change. @Leader_Insights.

Providing 
information plays 

a key role in the 
emotional health 

of employees, 
who need to know 
leaders are taking 

actions 
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Take control

Watch our video in which Dr Rob 
Yeung talks about reducing worry at 
bit.ly/ACCA-RobYeung.

Be positively negative
A tendency to worry can benefit managers in determining possible problems  
so that they can put plans in place to deal with them, says Dr Rob Yeung 

in a sample of business owners. 

Entrepreneurs who had levels of 

optimism below the mean earned 

30% more than those who had levels 

of optimism above the mean. The 

self-employed ordinarily have much 

more discretion in how they work than 

employees; consequently, it may be 

doubly important for self-employees 

to worry and be prudent – rather than 

recklessly optimistic – about the choices 

they must make.

If there is a theme here, it is that a 

moderate amount of worry motivates 

planning, preparation and the prevention 

of negative outcomes. People who rarely 

worry may benefit from investing a little 

more time thinking through potential 

difficulties and worst-case scenarios to 

ensure they avoid disaster. Reviewing 

a large number of studies on the topic 

of worry, researchers Kate Sweeny 

and Michael Dooley at the University 

of California, Riverside concluded: 

‘When people have control over a 

future outcome, worry illuminates the 

importance of taking action to prevent 

an undesirable outcome and keeps the 

situation at the front of one’s mind to 

ensure that appropriate action is taken.’

Worry most serves a purpose 

when we have a degree of control 

over a situation: an upcoming exam, 

presentation or job interview, for 

example. When we have no control 

over an outcome, however, worry 

may have little practical value and be 

Individuals who are overly worrisome 
in the workplace are often criticised for 
being too negative and insufficiently 
optimistic. However, worry may in fact 
have certain positive consequences, 
both at work and in life more broadly.

When most people talk about worry, 

they may be referring to a pattern of 

repetitive negative thoughts about past 

regrets, current problems or anticipated 

future situations. However, psychologists 

typically define worry as an aversive 

emotional experience that comes about 

as a result of persistent, unpleasant 

thoughts only about the future.

It is commonly believed that high 

levels of worry are harmful to people, 

causing restlessness, disturbed sleep 

and perhaps a reduced ability to 

concentrate. However, a study by 

psychological scientists Adam Perkins 

and Philip Corr challenges this simple 

idea. In their sample of managers from a 

UK financial institution, they found that 

the tendency to worry was positively 

correlated with job performance – but 

only for those individuals who had 

above-average levels of cognitive 

ability (ie they scored above the 50th 

percentile on intelligence). In other 

words, worry benefited managers who 

were able to identify threats and had the 

capability to deal with them. Rather than 

blindly hoping for positive outcomes, 

individuals who are both smart and 

prone to worry may ponder likely or 

merely possible problems and put plans 

in place to pre-empt them.

A separate study, published in the 

academic journal European Economic 
Review, explored the relationship 

between optimism and earnings 

Worry most 
serves a purpose 

when we have 
a degree of 

control over 
a situation
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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.

several hundred employees redundant. However, the 

shutdown will be gradual and my role could be safe for 

nearly three years. I can’t get motivated to plan so far in 

advance. What should I be doing?

APeople who fi nd it diffi cult to motivate themselves sometimes fi nd

  that they  can be more productive when working with a partner or 

perhaps a small group of peers. Can you fi nd like-minded individuals to work with? 

They could be people from the same business or individuals from entirely different 

industries who are considering a career change.

To set up an effective peer coaching group, ensure that everybody has the same 

objective: to take action and secure fulfi lling work rather than simply chat, make 

friends or complain about how unfair life is. So be sure to agree on an agenda and 

ground rules for how the group will operate and keep each other accountable.

Given that you have a good amount of time, I suggest investing some time 

to research and consider a variety of career options. Perhaps buy a small number 

of self-improvement books focused on career change. Skim-read these to see 

what exercises you might do – either alone or with your fellow job hunters. 

For example, some people fi nd it useful to write about past, favourite work 

projects and experiences, and then try to distil the skills they most enjoyed 

using from them.

Consider also reaching out to set up plenty of face-to-face conversations with 

people doing different types of work. Interview them to get ideas on what else 

you may enjoy, the barriers you may face and the steps you would need to take to 

improve the trajectory of your career.

Tips for the top
Hunger may adversely impact our ability to make sensible decisions, according to 

new research by Jordan Skrynka and Benjamin Vincent at the University of Dundee. 

People were given choices when they had either just eaten a meal or been made to 

skip one. Across several studies, the researchers found that people who were hungry 

tended to be more impatient.

In one study, participants were offered a cash reward now 

or double in the future. Those who were satiated were 

willing to wait 35 days; in contrast, hungry participants 

could wait only three days.

Many people know that it is generally not a good 

idea to go food shopping when hungry as hunger 

often leads to more indulgent food purchases. 

However, this new research suggests that we should 

avoid making important business and career decisions 

when hungry, too.

Dr Rob’s talent clinic

Q I work in the UK for an 

international business, which 

is headquartered overseas. The 

business has announced its intentions 

to close the UK operation and make 

unnecessarily unpleasant – such as 

when we may be waiting to hear about 

a job interview we attended. 

Sweeny also worked with Jennifer 

Howell to track levels of worry in 

a group of law graduates over 

four months while they waited for 

the results of their bar exam, the 

major test that would-be lawyers 

must pass before they are allowed 

to earn a living in the legal 

profession. Budding lawyers worried 

less when they experienced high levels 

of competence: for example, taking on 

and mastering challenging tasks. They 

also worried less when they experienced 

a high degree of autonomy, ie they felt 

free to pursue projects and activities 

that they wanted to do rather than ones 

they had to do. In terms of the third 

need, they worried less when they felt 

a greater sense of relatedness – when 

they spent more time with people they 

cared for and felt appreciated by.

That suggests that when you are 

worried about things over which you 

have no control, you should take three 

steps. First, keep busy by developing 

your competence and capabilities: what 

can you do in the short term to improve 

your knowledge or skills? Next, make 

an effort to do at least some things that 

genuinely interest you rather than tasks 

you feel compelled to do. Finally, spend 

more time in the company of cherished 

friends, family and important others. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk. 
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The complete package
We examine the role of the finance business partner, the skills and experience required 
for the job, how to get into the specialism and where it can take you in your career

a single division. ‘This requires liaising 

with different leaders to understand 

divisional requirements and each area 

differs immensely,’ says Ijaz.

The ability to influence and 

persuade senior stakeholders and 

people with little to no finance 

understanding is vital; you will not 

always be delivering welcome news, so 

confidence and the ability to motivate 

are also crucial. 

Getting in and getting on
There is no one specific route to 

finance business partnering. The ACCA 

Qualification plus experience is a loose 

minimum, boosted by proven analytical, 

communication and commercial acumen 

skills.For example, after graduation, 

Ijaz started in investment banking. She 

moved over to the bank’s decision 

support team, where she is liaising with 

different areas of the business including 

marketing and HR. In her experience, 

decision support teams are a genesis for 

modern finance business partnering. 

When she moved to Australia three 

years ago she introduced the role 

of finance business partner in the 

insurance industry.

‘I would say the opportunity was more 

organic as business units required more 

support,’ she says. ‘I believe a finance 

business partner can gain numerous 

skills over the years, and future 

ambitions would include becoming an 

FD or CFO. Alternatively, working with 

a specific division may spark interest in 

that area and lead on to various senior 

managerial positions.’ AB

Neil Johnson, journalist

In an increasingly complex business 
environment, organisations are 
demanding that all units add greater 
value. Finance is doing this through 
business partnering, which helps 
other parts of a business improve 
analysis and decision-making. This 
also helps to foster a culture of 
governance, accountability and 
scrutiny, where strategic and tactical 
decisions alike are founded on data and 
projected figures.

The role
Finance business partners are 

accountants who work very closely 

with the business to help it make key 

decisions. They discuss historical results 

as well as future projections. Key 

strategies are also discussed, as these 

all impact on the financial results.

Finance business partners will 

often be embedded within specific 

business units to create active 

partnerships that provide real-time 

support and analysis. This makes them 

trusted advisers focused on adding 

value to businesses. 

Key skills
An ability to understand your audience, 

to analyse data and to deliver 

information in a clear and user-friendly 

manner is critical. 

‘Soft skills are essential to succeed 

as a finance business partner, as great 

communication is required to liaise 

successfully with different business 

units,’ says Nadeya Ijaz ACCA, a finance 

business partner at Allianz in Sydney, 

Australia. ‘Furthermore, an ability to 

explain numbers in “non-financial 

language” is a must. Not all business 

heads have a financial background.’

Financial business partners also need 

to be able to see the bigger picture of 

the company rather than focusing on 
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Who’s holding the baby?
Many fathers want to share family responsibilities but workplaces often fail to 
recognise their needs – with accounting one of the worst offenders, says Han-Son Lee

In some sectors, the story is more 

positive. Overall, 63% of respondents 

had asked for flexibility, with the sectors 

most willing to grant requests to work 

from home being retail (73%) and 

construction (73%)

Accounting doesn’t add up
Accountancy, by contrast, is among the 

bottom three sectors in enabling flexible 

working. Of the 13% of interviewees 

in accounting roles who asked to work 

from home one to two days a week, 

only 15% had their request granted. For 

the 20% who requested three or more 

days a week at home, just 17% were 

successful. The research also revealed 

that while almost 48% of fathers in 

Modern-day family life is going through 
unprecedented change. At the heart of 
this are the changing roles that parents 
play at home, and this needs to be 
better reflected in the workplace. 

Much research has focused on the 

‘motherhood penalty’: the argument 

that working mothers encounter 

systematic disadvantages in pay, 

benefits and perceived competence 

compared with childless women. With 

today’s fathers getting increasingly 

involved in family life, we might now 

be seeing the emergence of the 

‘fatherhood penalty’ – where dads have 

to downshift their careers in order to 

get the parental balance they crave.

DaddiLife, in association with 

Deloitte, has surveyed more 

than 2,000 UK-based dads 

aged between 24 and 

40 to identify the work-life 

balance issues they face. The 

results show that a third had changed 

jobs since becoming a father, with 39% 

of them pinpointing ‘flexibility to fulfil 

parental responsibilities’ as a reason. 

Only 14% ‘strongly agree’ that they 

are treated equally to mothers in their 

organisation with regard to flexible 

working options, while almost 66% 

revealed that they experience guilt 

when requesting flexibility. Overall, 35% 

of fathers mentioned leaving on time 

as the number-one workplace tension, 

followed by taking time off for child-

related appointments (31%). Around 

36% reported a negative impact on 

their mental and physical health since 

become a parent, while 38% believed 

their work-life situation is affecting their 

relationship with their partners. 

accounting requested a change in hours 

only 56% of those were successful. 

In order to tackle the issues identified 

in the survey, a number of options 

should be considered, starting with 

paternity leave provision. Although 

many UK-based dads are exploring 

options such as shared parental 

leave, most are compensated at only 

statutory levels after a few weeks. 

Statutory and company provision must 

therefore go further.

Accounting is a fast-paced industry, 

especially when clients’ year ends 

come into play. While some 

face-to-face interaction 

is always important, firms need to 

look closely at how technology can be 

used effectively and start a real debate 

about what a more flexible approach 

would look like. 

Creating a more supportive 

environment and measuring all 

employees in terms of the value they 

deliver is part of this. Instead of focusing 

on figures such as the raw number of 

hours billed, firms should consider 

how they appraise and incentivise 

metrics like billings under management, 

effective hourly rate and new revenue 

closed. You might be surprised to see 

who’s really delivering. AB

Han-Son Lee is the founder of 

fatherhood platform Daddilife.
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Property warning 
The NAO has expressed anxiety over 

the extent of councils’ exposure to 

the property sector after making 

widespread asset purchases in recent 

years. Some councils have bought 

properties since the reduction of central 

government grant support in an attempt 

to generate additional revenues to 

protect services. Others have acquired 

property as part of regeneration 

projects. The NAO concluded: ‘The 

benefits from this investment must 

be considered against the potential 

financial sustainability and value-for-

money risks that have emerged.’

NHS ‘unstable’
Parts of the NHS in England are 

‘seriously financially unstable’, according 

to a National Audit Office (NAO) report. 

Despite repeated attempts at reform 

over recent years, the NHS in England 

‘has not yet achieved the fundamental 

transformation in services and finance 

regime needed to meet rising demand,’ 

the report added. ‘The short-term fixes 

put in place to manage resources in 

a constrained financial environment 

are not sustainable. The extra money 

brought in to stabilise the finances of 

NHS bodies has continued to drive 

volatility and variability among trusts.’

£620k–£625k 
Last year’s remuneration 
of HS2 boss Mark 
Thurston, the 
UK’s highest 
earning public 
servant 
Source: 
Cabinet Office

The view from
Rebecca Clegg FCCA, CFO, Berkshire West Clinical 
Commissioning Group, and crime fiction fan

The ambition of the NHS 

Long Term Plan is a real call 

to action for the NHS and 

an exciting blueprint for 

delivery.

My advice to those 
embarking on a career in 

professional accounting is to get to 
know the organisation and the sector 
you are working in really well. Then 

you can be clear about how to add 

value and contribute to the delivery of 

strategy. Developing your geographical 

and sector network can help here. 

My career has benefited from having 

a coach, a senior NHS professional, 

who has helped me find different 

approaches and solutions to some of 

the challenges of my role.

I am very proud of the work I have 
been involved in to develop new 
ways of working that support a 
more collaborative and integrated 
approach to care. This has involved 

designing a new financial framework, 

with increased trust and transparency 

central to delivery. Being an ACCA 

member has given me access to some 

of the technical knowledge I need as 

an NHS finance professional, but more 

importantly it has helped me develop 

my values and ethics, which are core to 

my professional identity. 

Working in the NHS, I am very aware of 
the importance of good mental health. 
I try to spend some time outside each 

day in the fresh air. Away from work, I 

like to read vintage crime fiction, and I 

also enjoy dressmaking. AB

My career has 
benefited from 

having a coach, 
who has helped 

me find different 
approaches and 

solutions to 
challenges

My role is varied, as I have 
responsibility for a number 
of areas in my organisation 
in addition to finance. There 

is always a balance between 

progressing longer-term 

strategic aims and dealing 

with current operational 

issues. I spend a lot of time in meetings 

but also try to spend as much time as 

possible in the office working with and 

developing my team.

My main internal contacts are other 
directors of the clinical commissioning 
group, including lay members and the 
clinical leads who sit on our governing 
body. My main external contacts are 

leaders in the Berkshire West health and 

social care system, and beyond that into 

Buckinghamshire and Oxfordshire as 

we start to work as an integrated care 

system across three counties. 

The key challenge is, and has always 
been, balancing financial sustainability 
with improvements to health outcomes 
and experiences of our residents. 
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Structural shift
The hefty EU development funds received by Wales are about to cease. WEFO head 
Peter Ryland FCCA explains how projects are funded – and what happens next

The uncertainty around Brexit has 
plagued UK businesses for nearly 
four years. For the Welsh European 
Funding Office (WEFO), the authority 
responsible for distributing EU 
structural funding in Wales, the 
problem has been more immediate, 
not to say existential.

‘One of the things I’m most proud of 

is the way in which my team here has 

held up, given the level of uncertainty 

we have faced,’ says Peter Ryland FCCA, 

WEFO’s chief executive. ‘We have been 

carrying on business as usual, but there 

was a scenario where that could have all 

come to a crashing end.’ 

In fact, the timing has worked 

out rather well. The EU withdrawal 

agreement sets out what happens to 

structural and investment funds received 

by regions of the UK, which takes us 

to the end of the current seven-year 

block of the EU’s multi-annual financial 

framework at the end of 2020. This 

means that all the funds earmarked by 

the Commission for the current funding 

round will be used. 

‘Tying our departure to the end of 

the European budgeting round in 2020 

means that the current programmes 

can be completed as planned, and 

we can make full use of the funding 

earmarked,’ says Ryland. ‘That 

agreement stands, regardless of any 

trade deal that’s reached by the end of 

this year. One of our challenges for this 

year is to get that message across.’

In the latest funding round for 2014 

Basicsi

53%
Welsh vote for Brexit in referendum

£680m
Annual total EU funding for Wales

£1.89bn
Structural funding channelled into 

Wales between 2014 and 2020

to 2020, Wales was allocated a total of 

£1.89bn from the EU’s structural and 

investment funds, which are designed 

to boost economic development in 

areas that most need it. The money 

comes predominantly from three funds: 

37April 2020 Accounting and Business

UK_YPUB_Ryland_WEFO.indd   37UK_YPUB_Ryland_WEFO.indd   37 09/03/2020   10:1809/03/2020   10:18



or more money available because of 

sterling-euro exchange rate movement 

– the list goes on.’

EU funding for Wales is directed 

through local and national government 

but also through universities and private 

companies. WEFO’s allocations are 

closely aligned to the policies set out 

by the Welsh Government, and anyone 

applying for funding has to build a 

business case based on the Treasury 

Green Book guidance – which, Ryland 

points out, was developed within the 

Welsh NHS. 

Return on investment (ROI) is a 

sensitive figure that WEFO works hard 

to measure, but which is often a target 

for critics. ‘ROI is a major question in any 

policy development,’ Ryland says. ‘You 

can take a gross value-added approach, 

or a view based on where the bang for 

the European Regional Development 

Fund (ERDF), which provides grants 

for research and innovation, SME 

competitiveness, renewable energy and 

energy efficiency, connectivity and urban 

development; the European Agricultural 

Fund for Rural Development; and the 

European Social Fund (ESF), which 

focuses on jobs and skills.

ERDF money for projects in Wales 

since 2007 includes £40m towards a 

new campus for Swansea University, 

£79m towards the major upgrade of the 

A465 (the heavily used route linking the 

English Midlands to the M4 at Neath), 

and £16.2m for a new brain research and 

imaging centre at Cardiff University.

ESF grants for Welsh projects in the 

latest funding round include £11.5m for 

the Wales Council for Voluntary Action’s 

Active Inclusion Fund (to help improve 

the employability of the economically 

inactive and long-term unemployed), 

and £70m for the Welsh Government’s 

apprenticeship programme.

Project choice
The role of WEFO, based in Merthyr 

Tydfil and employing around 150 

people, is to assess projects eligible 

for funding, and monitor and measure 

the progress of funded projects. Each 

region has its own delivery authority 

and while there are hundreds across the 

continent, no two look the same. ‘All 

sorts of structures can be and are used,’ 

Ryland says. ‘Cornwall’s, for example, 

looks very different from ours.’

WEFO’s remit requires a wide range 

of skills. ‘The people we need reflect 

the lifecycle of a funding round,’ Ryland 

says. ‘We need social researchers who 

can understand the structural challenges 

facing the Welsh economy and the 

communities across the country, and 

what interventions might work. We have 

people who work with beneficiaries to 

identify projects that will achieve the 

outputs we are aiming for. We have 

people who receive and verify claims – 

the checks associated with that are very 

audit-heavy. We have people who can 

compile and analyse data on project 

delivery, people who negotiate with the 

EU, people who develop alternative 

projects in case we suddenly have less 

‘We will make 
full use of all 

the EU funding 
allocated to Wales 

and complete 
our programmes, 
regardless of any 

trade deal reached’
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seven-year programme is very valuable, 

and the EU’s framework for outputs 

reporting is second to none,’ he 

says. ‘It’s also very helpful that every 

authority has a common definition 

of terms, so there’s no argument 

over whether, for example, “in work” 

includes voluntary, unpaid work.’

One of the main constraints is that 

spending must match the areas eligible 

for funding. Wales is divided into two 

regions for EU development purposes: 

West Wales and the Valleys, and East 

Wales. The former is designated as less 

developed by the EU (because GDP is 

less than 75% of the EU average) and so 

qualifies for ERDF funding, but the latter 

(which includes Cardiff, Monmouthshire, 

Powys and Wrexham) is classified as 

more developed (its GDP is 90% of the 

EU average) and so does not.

The problem is that this funding map 

does not necessarily match the way 

people live their lives. ‘Even if the best 

thing for Wales was to build a four-lane 

motorway connecting Merthyr and 

Cardiff, it would have to end at the 

outskirts of Cardiff because the city isn’t 

in the West Wales region,’ Ryland points 

out. ‘It would be nice to say goodbye to 

that, and to the multiple tiers of auditing 

and checking that we have to do. So it’s 

swings and roundabouts.’

Filling the void
The big question, of course, is what 

will replace EU funds after 2020. The 

Conservative manifesto promised 

to establish a UK shared prosperity 

fund ‘to reduce inequalities between 

communities’, but so far the details 

– including how much money will be 

2018
CEO, Welsh European Funding Office

2011
Deputy director, WEFO

2006
Chief accountant, then head of central 

services operations, Welsh government

1998
Various roles including budget 

management and shared services, 

Ministry of Defence

1996
Group accountant, Hereford 

and Worcester Training and 

Enterprise Council

1988
Auditor, Watts Gregory & 

Daniel, Cardiff

CVi

the buck happens. It’s an interesting 

question for an accountant, but difficult 

territory because it takes you away 

from profit. The understanding of what 

a good result is when it comes to EU 

funding is much broader.’

Generally speaking, the argument 

about EU funding isn’t difficult to align, 

Ryland believes. ‘What government 

doesn’t want growth? But there have 

been examples where budget spending 

has not been what it should be. And 

people will always find things that they 

think are a waste of money. We have to 

be selective, which leads inevitably to 

a degree of dissatisfaction. It goes with 

the territory.’

Ryland is very clear that there are 

both good and frustrating things 

about working with the EU. ‘A long-

term funding framework tied to a 
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Take one
The latest video in our series of interviews with ACCA members in interesting roles, we meet 
Natalie Milsted FCCA, managing director of UK-based Woolley and Wallis auction house

Watch the interview at  
bit.ly/AB-Milsted

Natalie Milsted FCCA 
talks about the day-
to-day running of a 
busy auction business, 
including a burgeoning 
Asian line that has seen 
sales of individual lots 
of over £1m 

Under the hammer

More information

Whether a renamed WEFO, or a 

successor to it, will be responsible for 

allocating the funds in Wales has yet 

to be decided, but assuming that each 

region will be allowed to administer 

its own allocation, it would surely 

be ludicrous not to make use of the 

considerable skills and experience of 

existing authorities. 

‘I think we will still be here, but our 

future role is under development,’ 

Ryland says. ‘Some things are best 

done nationally, such as elements of 

procurement, so there is still a role for 

a body within the Welsh government 

to oversee funding and to tell the story 

of what has been achieved nationally. 

Oversight will still be needed. But for 

the moment, work on the current round 

of funding is still ongoing, so we’ll be 

keeping busy.’ AB

Liz Fisher, journalist

across Wales, gathering views on 

how any new funding should be 

delivered and what the money should 

be used for. This has led to a public 

consultation (see the details on the 

Welsh government’s website, at bit.ly/

Inv-Wales-Consult). 

Blank piece of paper
For Ryland, the process has been an 

exciting one that he hopes will help to 

build consensus on regional economic 

funding at a later stage. ‘We wanted 

to involve people who weren’t the 

usual people we would talk to about 

EU money, and it’s been a very positive 

experience,’ he says. ‘This is the first 

time we have been able to approach 

the question of the structural framework 

with a blank piece of paper. What is 

it for? How should we measure return 

on funding? It’s great to be able to ask 

these questions.’

allocated, the measures for determining 

allocation to each region, and the fund’s 

objectives – have not been forthcoming. 

That must be frustrating for someone 

in Ryland’s position, but as a senior civil 

servant he wouldn’t say much about it. 

‘The Welsh government has said that it 

expects funding levels to be maintained 

and the principles of devolution 

respected,’ he says. ‘Discussions so 

far have been cordial, but not well 

developed. We expect we will hear 

more in due course.’

Even so, planning for the uncertain 

future has not stalled and much of it, 

such as assessing social need, is still 

carried out by WEFO. For the past 18 

months the regional investment for 

Wales steering group (which includes 

representatives from government, 

trade unions, academia, business, 

charities and Natural Resources Wales) 

has been consulting with stakeholders 
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Strengthening the code
While the revised Code of Audit Practice has been welcomed, it should be considered 
in the context of the broader review of local audit and accounting arrangements 

KPMG’s adverse findings on 
Northamptonshire County Council’s 
financial reports from 2015/16 onward 
has illustrated the importance of 
the external audit of public bodies. 
The auditors’ criticisms led to the 
appointment of inspectors, who, 
alongside poor management and lack 
of budgetary conrol, found a culture 
in which challenge was discouraged. 
Commissioners were subsequently 
appointed to run the council.

Despite this, there is acceptance 

that the remit of external auditors of 

NHS bodies, councils and other local 

emphasis on timely and effective 

reporting by local auditors. Its focus on 

the areas that are important to local 

bodies will help them to strengthen 

their arrangements for securing 

value for taxpayers, and 

provide transparency and 

accountability for the 

public on how well 

their money is 

being spent.’

The revised 

code is not 

being 

government organisations needs to be 

strengthened further. A revised 

Code of Audit Practice 

for auditors of local 

public bodies in 

England will 

come into effect 

this month, to 

apply to financial 

statements from 

2020/21.

The revised code will focus even 

more on auditors obtaining assurance 

of organisational efficiency. Among 

the changes adopted are the inclusion 

of additional narrative commentary 

by auditors to explain how audited 

bodies are improving value for money, 

along with greater attention to financial 

sustainability and governance. 

Gareth Davies, head of the National 

Audit Office (NAO), explains: ‘The new 

Code of Audit Practice puts greater 

41April 2020 Accounting and Business

UK_YPUB_NAO.indd   41UK_YPUB_NAO.indd   41 04/03/2020   14:5804/03/2020   14:58



More information

Find the NAO’s 2020 Code of 
Audit Practice at bit.ly/NAO-
CodeofPractice.

impact of the code on auditor resources. 

‘The proposed work on value for 

money, including the emphasis on more 

impactful reporting, will in our view 

require greater audit resource, as well 

as a higher skill mix,’ Dossett explains. 

‘We believe that there is an important 

role for the NAO in providing guidance 

on the indicative likely range of days 

and specialist skill input required. This 

will enable PSAA and the Department of 

Health to help manage the expectations 

of local bodies before auditors begin 

work on new year audits.’

ACCA is also supportive of the 

revised code. Mike Suffield, director 

of Professional Insights, comments: 

‘It is positive to see that the code 

remains broadly principles-based, 

but includes a helpful focus on three 

key areas for auditors of local bodies: 

financial sustainability; governance; 

and improving economy, efficiency 

and effectiveness. The NAO carried 

out an effective consultation process 

and has developed a clear and easily 

understood audit framework for 

local bodies.’

Suffield points out that the revised 

code should also be considered in the 

context of the wider review of local 

audit and accounting arrangements 

currently underway, including the 

Redmond review. 

‘The results of this work may 

bring about more fundamental 

recommendations on the broader 

system, as well as possible changes 

to the roles and responsibilities of 

the various bodies currently involved 

in local audit and accountability,’ 

he says. AB

Paul Gosling, journalist

introduced because of the crisis at 

Northamptonshire and the related 

findings: it has been reviewed and 

revised at least once every five years in 

accordance with the Local Audit and 

Accountability Act 2014. But it is clear 

that the revisions reflect lessons from 

the Northants experience. They are 

also consistent with Sir Donald Brydon’s 

broader review of the role of audit, in 

which he recommends clearer and more 

informative reporting by auditors.

However, the code is being 

introduced while another review is still 

taking place – that of Sir Tony Redmond 

into local authority financial reporting 

and external auditing. It was decided 

not to wait until the findings of that 

review, which will not be completed in 

time to meet the legislative requirement 

for a new code.

Redmond, a former chief executive 

of the London Borough of Harrow 

and finance director of Knowsley, 

will consider definitions of audits; 

who uses the audits; the expectation 

gap; audit and wider assurance; the 

governance framework; audit quality; 

auditor reporting; how councils respond 

to audit findings; and the financial 

reporting framework.

Skills dearth
A wide-ranging consultation by 

the NAO into the new code found 

strong support for a principles-based 

approach, which is open to further 

revision and development. On a 

more practical basis, though, there 

are concerns about the availability of 

professionals with the right skills to 

adequately perform audits of local 

public bodies. 

PSAA – Public Sector Audit 

Appointments – appoints auditors to 

local government bodies in England 

on behalf of the Local Government 

Association. In its consultation response, 

chief executive Tony Crawley said: ‘The 

‘The results of 
this work may 

bring about more 
fundamental 

recommendations 
on the broader 

system’

code’s emphasis on teams having the 

right skills and knowledge is appropriate 

and timely. It is important that key 

members of the team have a good 

understanding of the specialist nature 

of the sector’s financial reporting and 

auditing frameworks. However, there is 

a shortage of suitably experienced local 

auditors in the market at present, which 

is exacerbated given that in the current 

regulatory climate code-compliant 

audits are more resource intensive to 

complete.’

Cautious welcome
Grant Thornton welcomed the revised 

code, with its head of local government, 

Paul Dossett, saying that ‘change is 

needed.’ He continues: ‘Rather than 

require auditors to focus on delivering 

an overall, binary, conclusion about 

whether or not proper arrangements 

were in place during the previous 

financial year, the draft [new] code 

requires auditors to issue a commentary 

on each of the key criteria of financial 

resilience, governance and economy, 

efficiency and effectiveness. This 

will allow auditors to tailor their 

commentaries to local circumstances.’

But he warns that the focus on ‘early 

reporting’ could be at the expense 

of quality. Instead, he says, the code 

should emphasise that ‘audit quality is 

paramount’. He also cautions about the 

42 Accounting and Business April 2020

UK_YPUB_NAO.indd   42UK_YPUB_NAO.indd   42 04/03/2020   14:5804/03/2020   14:58

www.bit.ly/NAO-CodeofPractice


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.

Auditor resignations 
There was a 21% rise in audit 

resignations last year, to 229 in 2018/19 

from 190 in 2017/18, according to 

Thomson Reuters. It believes that some 

of the resignations were the result of 

firms dropping unprofitable contracts. 

Merger obstacle
The proposed merger between Smith 

& Williamson and wealth manager 

Tilney is being investigated by the 

Financial Conduct Authority and may 

not proceed. AGF Management, which 

owns part of the equity of Smith & 

Williamson, said both parties to the deal 

‘remain committed to the merger... It is 

anticipated that the completion of the 

transaction, which remains subject to 

regulatory approval, may be delayed.’

BDO sued 
BDO is being sued over its 

administration of One Blackfriars, a 

52-storey office building on the Thames, 

known as The Vase. Liquidators claim 

BDO sold the site for less than its value. 

A BDO spokesperson responded: ‘We 

properly discharged our duties and 

consider the claim to be speculative and 

without merit. We will be defending the 

matter vigorously in court in June when 

it is listed for trial.’

Practitioner ezine
ACCA has launched a newsletter for small and medium-sized practitioners (SMPs) 

around the world. It aims to address the unique set of challenges they face, from 

keeping up to date with regulation, to meeting the fast-changing demands and 

expectations of clients, and addressing the need for a new set of skills to meet 

changes brought about by technology and an evolving business environment. 

To subscribe, please ensure you have identified in myACCA that you work in 

practice and you will then be automatically added to the mailing list. 

Technology is 
hugely important 

and will shape 
our future, but we 

must not forget the 
need for human 

contact and good 
personal skills

The view from
Robert Young FCCA, partner, EQ Accountants, 
farmer and trusted adviser to agricultural clients

Being an accountant is 
about understanding what 
clients’ goals are and 
helping them to achieve 
them. Technology is hugely 

important and will shape 

our future, but we must not 

forget the need for human 

contact and good personal skills. I 

want to be my clients’ trusted adviser 

and their first point of contact, and 

this will only happen if I build strong 

relationships with them.

I have two main highlights in my 
career thus far. These are becoming a 

partner at 33, and being named in the 

Accountancy Age ‘top 35 under 35’.

There are several people who have 
influenced me over the years. My 

wife Angela and, in my career, my now 

retired boss Alan Tucker really helped 

me to get to where I am now.

Away from work, most of my spare 
time is spent feeding and bedding 
cattle. I also try to make time for the 

odd shoot-day during the pheasant 

season and attend most of Scotland’s 

home and away rugby internationals. AB

I come from an agricultural 
background and because 
of the limited earning 
potential on the family 
farm, I had to look for full-
time employment. I wanted 

to get a job that would 

provide me with training 

and advancement options. I joined EQ 

as an accounts assistant and never left. 

But if I won the lottery, I would farm full 

time. Running my own farming business 

as well as being an accountant means 

that I can connect with my farming 

clients more easily. While they can be 

very rewarding as clients, they hate 

paying tax, which can be very difficult 

to manage.

31% 
hike over the past decade 
in the average hourly fees 
US public companies pay 
external auditors.
Source: Financial 
Education & Research 
Foundation
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Complex audits
Presenting a clear, understandable picture of the financial situation of a massive  
global entity demands year-round planning and a consistent approach

point where we can sign off the audit.’

However, Lord observes that the 

challenges she and her colleagues 

confront will be mirrored by those faced 

by the directors of the business, which 

can give an initial direction for the audit 

team to follow. ‘They will all have a 

structure of their own, so you shape the 

audit team to reflect that,’ she explains.

From there, the auditor will be able 

to identify the components required 

to tackle the audit and therefore build 

a team to cover each of these areas. 

Breaking the process down in this way 

ensures that tasks remain manageable.

Global audits will generally be 

governed by international standards 

of auditing (ISAs), as set by the 

International Auditing and Assurance 

Standards Board (IAASB), though there 

Recent lapses in the audits of certain 
multinational groups could be 
attributable to the complicated nature 
of companies’ subsidiary structures. At 
a time of increasing regulatory focus on 
the role of auditors around the world, 
the practical issues involved in checking 
the financial statements of huge, highly 
complex multinational companies 
present a continuing challenge for 
engagement partners.

These businesses may have a vast 

global web of subsidiaries, employ tens 

of thousands, operate complex supply 

chains, and face reporting requirements 

that vary across jurisdictions. 

So what are the challenges in auditing 

such structures, in communicating with 

their senior executives around the world 

and ensuring consistency within the 

audit team? How large should the audit 

team be and what skills will it need? And 

what is the role of technology?

Above all, how is it possible to 

pull together the disparate threads 

of the audit to ensure it delivers a 

comprehensive and coherent result 

in the form of an audit report that 

the group engagement partner has 

confidence in and is willing to sign?

‘As lead engagement partners, we are 

all very aware that we are single audit 

partners who have complete personal 

responsibility when it comes to signing 

an audit report,’ says Gilly Lord, PwC’s 

head of audit strategy and public policy. 

‘For large multinationals that might 

mean we need to pull together a team 

of 2,000 auditors in 60 countries looking 

at a complex series of activities to a 
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600 will need to align with ISA 220, 

Quality Control for an Audit of Financial 
Statements to cover communications 

between the group engagement team 

and component auditors, facilitating 

stronger two-way communications, as 

well as various aspects of the group 

engagement team’s interaction with 

component auditors. This includes 

communicating the relevant ethical 

requirements and determining the 

competencies and capabilities of 

component auditors.

Then there is the issue of scalability 

– recently the IAASB has focused on 

how its standards could apply to small 

and medium-sized enterprises. But Jui 

emphasised that ‘scalability is not just 

about scaling downward, but also about 

the largest, most complex multinational 

group structures’.

However, there is an extra tier of 

support for these highly complex 

international audits – the global 

networks of the audit firms themselves. 

‘The member firms will have the same 

technology and methodology, and will 

speak the same business language. 

There will also be the global quality 

programmes that ensure standards are 

maintained,’ says Lord.

IFAC plays a role here. Members of 

IFAC’s Forum of Firms, which include 

30 of the top international accountancy 

may be local variations depending 

on the requirements of particular 

jurisdictions. However, while auditors 

of private companies in the US can 

use ISAs, the US Securities and 

Exchange Commission sets its own 

standards for listed companies through 

the Public Company Accounting 

Oversight Board (PCAOB).

Relying on other firms
For cross-border international group 

audits not governed by the PCAOB’s 

standards, the headline standard is ISA 

600, Special Considerations – Audits 
of Group Financial Statements. This 

standard governs the work carried out 

by auditors in different countries, setting 

out how a group auditor can rely on the 

work of other firms.

ISA 600 is currently being revised by an 

IAASB task force, with an exposure draft 

expected to be approved by the board 

in March 2020. At an IAASB update 

meeting in June 2019, board member 

and ISA 600 task force chair Len Jui 

highlighted a number of issues that the 

task force is seeking to address. These 

included the major area of public interest 

issues as well as the risk based approach 

that is being adopted for the standard.

Among the public interest issues 

the task force has added fostering 

the appropriately independent and 

challenging sceptical mindset of 

the auditor – this will require the 

identification and assessment of the 

risks of material misstatement due 

to fraud in component entities. The 

group engagement team will also need 

to evaluate whether sufficient and 

appropriate audit evidence has been 

obtained by component auditors to 

provide a basis for the opinion on the 

group financial statements.

Communications between the group 

engagement team and component 

auditors are also highlighted as a 

major public interest issue. Here, ISA 

networks and regional groups, must 

demonstrate their commitment to 

adhere to and promote the consistent 

application of high-quality audit 

practices worldwide.

Audit team members around the 

world need to be able to trust the work 

produced by others in the team, as well 

as the information produced by the 

senior executives of the group being 

audited. This is why a considerable 

amount of travel is still involved in such 

audits – often there is no substitute for 

‘being in the room’ when critical matters 

are under discussion.

There are obvious practical challenges 

in this type of audit. Even if all use the 

same language there can be subtle 

differences in meaning. A good auditor 

will also be sensitive to and respectful 

of local culture. Technical skills are an 

obvious requirement, and there will be 

a need to understand and implement 

a particular firm’s audit methodology 

– which can require individuals being 

seconded to particular locations to 

ensure consistency, especially where 

specific skills and industry expertise 

are required.

Technology is already having a 

significant impact on how such audits 

are carried out, but again, there needs 

to be consistency. As Lord says: ‘A 

shared platform ensures we are working 

together – there are huge efficiency 

benefits and huge quality benefits.’

Lord sees a future where technology 

will create the ability for greater 

centralisation of even the most complex 

groups, which will reflect how these 

groups organise themselves as well. But 

she believes there will always be the 

need for auditors: ‘I think the elements 

of human interaction will remain 

important. Have you understood the 

culture, the tone from the top and how 

it influences the organisation?’ AB

Philip Smith, journalist

‘A shared platform 
ensures we are 

working together 
– there are huge 

efficiency benefits 
and huge quality 

benefits’
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‘The digital 
space is a really 

exciting focus 
for us, helping 

finance functions 
transform their 
organisations’
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Transformative thinking
EY’s digital finance team focus on four key areas: 

* agile business finance, centring around delivering a responsive and 

efficient finance function enabled by next-generation ERP and other 

advanced technology

* global business services/shared services, which integrate governance, 

locations and business practices across an enterprise

* enterprise intelligence, which establishes the strategic framework to 

deliver value through integrated planning, reporting, analytics, and finance 

business partnering

* digital finance strategy and operating model, which defines the digital vision, 

the target operating model, the case for change and transformation roadmap.

Master of the digital tide
The biggest challenge facing businesses today is disruption, says EY’s digital finance 
lead Neil MacLean FCCA, who is supporting companies in how they adapt and thrive

reporting to using data to provide 

insights to inform business strategy, 

MacLean emphasises that finance must 

become much more agile, supporting 

the business ‘quickly, efficiently and 

with deep, relevant and timely insights. 

This call will require fresh thinking and 

more powerful technologies – in other 

words, a complete transformation of the 

finance function as we know it today.’

This in turn means a shift in the skills 

needed by the finance function. He 

points out that data scientists will be 

needed to capture and analyse real-time 

data, and that process understanding 

across core finance functions will be 

a commodity. ‘What will empower 

finance professionals is the application 

of reporting technology and intelligent 

automation across these processes.’

‘It’s an incredibly exciting time, with 

a lot more change ahead,’ MacLean 

says. ‘We’re ready to help businesses 

maximise all the opportunities that 

digital can bring.’ AB

Victoria Masterson, journalist

EY’s digital finance team is growing at 
pace in response to the transformative 
effect that artificial intelligence and 
other technology is having on the firm’s 
clients. Currently made up of over 100 
finance professionals, its head Neil 
MacLean FCCA expects the group to 
double in size over next few years. 

‘The digital space is a really exciting 

focus for us,’ he says. ‘We are helping 

finance functions transform their 

organisations by taking advantage of 

digital tools, optimising processes, 

reskilling their teams for the future, 

and using their data to provide more 

insight and become more of a strategic 

business partner.’

MacLean has been supporting clients 

transform their finance function since 

becoming a management consultant in 

1998. Taking over as lead partner of EY’s 

digital finance team in 2019, he and his 

team are supporting clients in a number 

of areas: improving their processes, 

rethinking their organisational structure, 

building their finance function’s 

capabilities, getting maximum value 

from business partnering and using data 

to gain greater insight and improve 

performance.

The road to digital
MacLean, who is based in Edinburgh, 

with his team being co-located here 

and in London, started his career at 17 

as a trainee accountant on an approved 

ACCA training programme at Fife 

Regional Council, where he became 

a senior accountant. He qualified with 

ACCA in 1991. ‘It’s been really important 

for me to have the ACCA Qualification,’ 

MacLean says. ‘First, it gives me a very 

strong financial grounding, which has 

been critical for managing any type of 

project or client. But the breadth of 

ACCA has also been really valuable. It 

prepares you to operate in business.’

He joined EY earlier in his career, as a 

senior consultant in 1998, before moving 

to technology consultancy Capgemini 

Consulting, where he spent six years as 

vice president, working with corporates 

and public sector organisations on 

transformation programmes. ‘During 

my career I have had the opportunity 

to travel the world and work with some 

amazing, talented people, who I have 

learnt so much from,’ he says.

Managing volatility 
But today’s challenges, MacLean points 

out, are all around disruption and 

volatility – ‘the hallmarks of the current 

business and economic landscape’. He 

points out that organisations need to 

think and act differently across all areas 

of the business, including finance.

As the finance function’s focus shifts 

from transaction processing and 
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Getting organised
Firms can significantly improve profitability through better work planning and 
management. Phil Shohet explains how to achieve this by getting everyone involved

where the profits are being earned in 

the firm. Often partners do not report 

profitability by service line and do not 

have oversight of which services are the 

most profitable.

Also look at fees and ensure they 

reflect the quality of the advice that 

clients have been given. If they don’t, 

your clients won’t appreciate the value 

of your services. Any project overruns 

need to be scrutinised, and where they 

do occur, the client pays for them.

Then there is the question of fees. 

Although many fees produce a 

satisfactory recovery, what about those 

that do not? Consider which clients 

are producing the under-recoveries 

and why they occur. Does it come 

down to poor planning, inadequate 

budgeting, the client failing to produce 

the information on time, incomplete 

information or the wrong staff level/

skills for the job? Maybe it is simply 

poor management of the projects in 

progress. Managers might need training 

in the people skills required to manage 

staff effectively (most managers are 

promoted according to their technical 

skills, not their people skills, but 

If you are seeking to improve your 
practice’s profit margins, you are 
going to need to improve efficiency 
and attention to detail, and 
incorporate these in a well thought 
out action plan that involves everyone 
in the firm. Let’s look at some of the 
actions that this will entail.

You need first of all to make a clear 

distinction between compliance and 

advisory services, and scrutinise how 

you organise each and the people who 

provide them. Staff should be dedicated 

to one or the other, but partners should 

focus on being the trusted adviser.

As you decide on resource allocation, 

consider who is best suited to work 

in particular areas – for example, how 

much of the current work of the partners 

could be dealt with lower down the 

firm? In our experience, at least 20-30% 

of the work done by partners could be 

done by more junior-level employees. 

Consider training staff to fill gaps.

It’s also useful to carry out a 

benchmarking exercise to identify 
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means that partners and managers are 

only involved in a supervisory capacity, 

except for the direst emergency. Internal 

deadlines should be set for every 

stage of an assignment, and a system 

of checks and balances put in place to 

ensure these deadlines are met.

On completion of certain 

assignments, you should 

arrange a meeting 

with the client as 

soon as possible to 

approve the work and (if no payment-

on-account agreement is in place) 

submit the invoice immediately after.

the latter is essential if the staff team 

is to operate efficiently).

The practice should target an 

improvement in recovery for each 

service line, examining more fully 

the reasons for the problems, and 

not allowing the same problem to 

continue year on year.

Learning from the factory
The majority of general practitioner 

activity is compliance-based, and 

therefore time-phased and process-

driven. If you treat the workflow like a 

production line, the results will not only 

be speedier and more efficient, but also 

a great deal more profitable.

Controlling the workflow with this 

production-line approach means that 

the firm will be in charge, not the client. 

Firms with problem clients who, for 

example, don’t produce their records 

in time need to consider strategies 

that will encourage clients to be 

more punctual – this might include 

raising fees. If you have a constant 

and predictable flow of work into the 

practice, assignments can be planned in 

advance more effectively.

But it is in the allocation and 

supervision of work that the production 

line really comes into its own. The 

first task is to ensure that the right 

level of employee is handling 

the work at every stage, as 

mentioned above. This 

The entire process should be tightly 

controlled, with work planned between 

one and three months in advance, 

and weekly meetings held to monitor 

progress and results. The mantra for 

everyone involved in the factory process 

should be ‘get it in, turn it 

round, get it out’.

Getting buy-in
All staff need to share 

the common vision of 

what the firm is trying to achieve, so 

this needs to be clearly articulated. 

This might include any or all of the 

areas mentioned above. Everyone 

needs to know precisely what is 

expected of them and follow the 

procedures agreed for every job, while 

monitoring the firm’s standards and 

quality-control procedures. 

Practice profitability is not simply a 

case of adding more fees. One major 

way of improving it is to concentrate 

on the internal organisation and 

administration of work. AB

Phil Shohet is senior consultant at 

Foulger Underwood.

At least  
20%-30% of the 

work done by 
partners could 

be done by more 
junior-level 
employees

49April 2020 Accounting and Business

UK_YPRAC_Foulger.indd   49UK_YPRAC_Foulger.indd   49 09/03/2020   16:1809/03/2020   16:18



UK_ADs.indd   50UK_ADs.indd   50 05/03/2020   10:4505/03/2020   10:45

www.tsb.co.uk


Chairs under pressure 
More board chairs are under pressure 

to step down after shorter periods in 

the role, according to proxy advisers 

Minerva. This follows revisions to the 

UK’s corporate governance code, which 

specified that chairs should not stay 

in the role for more than nine years. 

According to Minerva, over 100 chairs 

of FTSE 350 companies have served 

over nine years, including a third of 

FTSE 100 companies. Another 27 chairs 

are close to the nine years. Meanwhile, 

Legal & General is to vote against the 

reappointment of joint chairs and CEOs. 

It said that around half of boards on the 

US S&P 500, France’s CAC 40 and the 

largest companies in Spain have joint 

chairs and CEOs.

Family investigations
HMRC has set up a unit to investigate 

family investment companies, which 

it believes may be used to avoid 

substantial amounts of IHT. The unit’s 

existence was revealed through a 

freedom of information request by 

Pinsent Masons. Partner Jason Collins 

told the Financial Times: ‘Family 

investment companies have slipped 

under the radar. That looks to be 

changing and we may see new anti-

avoidance rules created for them.’

>80% 
of C-suite 
executives have 
created or are 
creating a corporate 
culture of lifelong 
learning, while 17% 
plan to do so.
Source: Deloitte

The view from
Hannah Williams FCCA, CFO of Welsh award-winning 
brewery Tiny Rebel, and occasional packer of boxes

Being the CFO, a director 
and a shareholder, I have 
so many responsibilities to 
to lots of different people, 
so every day is a school 
day. I don’t take myself too 

seriously but know when 

to say my piece in the 

boardroom. Finance is no longer a  

back-office function but an essential 

driver for the success of a business, 

which I most definitely hammer home 

at Tiny Rebel.

I have recently organised an event for 
International Woman’s day with Lloyds 
Bank. I wanted to create a laid-back 

networking event focused on mentoring 

and empowering women in the 

workplace – those who want to progress 

or set up their own business, or just 

wanting a morning away from the kids. 

And it sold out.

Apart from my children, my ACCA 
Qualification was one of my greatest 
achievements. It has opened up so 

many opportunities for me that I never 

believed were possible. 

There are two people who’ve had a 
huge influence on me. These are my 

father – he’s my ultimate hero – and 

my brother, Brad, who is CEO of 

Tiny Rebel.

Having three young girls and a full-
time job doesn’t leave me with much 
spare time. But I love exercise. I like 

the gym, bootcamps and walking – they 

all help to clear your head, which is 

really essential. AB

Finance is no 
longer a back-
office function 

but a key driver of 
the success of a 

business, which I 
hammer home

As I walked out of my 
AS-level maths exam, my 
teacher said that I should 
drop out of the A-level now 
because I wouldn’t pass. I 
did as he recommended out 

of fear of failing. Much to 

my annoyance I obtained a 

B grade at AS but wasn’t allowed back 

on the A-level course. A week later a 

friend mentioned in the common room 

she was going to study accountancy. 

After A-levels, I took a year out and then 

enrolled on an accountancy and finance 

degree course. The rest is history.

I absolutely love the planning part of 
my role. That is, setting our strategy 

with the board then developing that 

vision into a forecast.

During peak times, you will find me 
with the commercial team packing 
boxes for our online shop orders. I 
really enjoy jumping into the different 

functions of the business. I’m so lucky 

to absolutely love my job – even the 

boring bits.
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The Wates principles 
A set of high-level corporate governance guidelines, the Wates principles cover:

1 Purpose. An effective board develops and promotes the purpose of a company 

and ensures that its values, strategy and culture align with that purpose.

2 Composition. Effective board composition requires an effective chair and a 

balance of skills, backgrounds, experience and knowledge, with individual 

directors having sufficient capacity to make a valuable contribution. The size of a 

board should be guided by the scale and complexity of the company.

3 Responsibilities. The board and individual directors should have a clear 

understanding of their accountability and responsibilities. Board policies and 

procedures should support effective decision-making and independent challenge.

4 Opportunity and risk. A board should promote the long-term success of 

the company by identifying opportunities to create and preserve value and 

establishing oversight for the identification and mitigation of risks.

5 Remuneration. A board should promote executive remuneration structures 

aligned to the long-term sustainable success of a company, taking into account 

pay and conditions elsewhere in the company.

6 Stakeholders. The board should foster effective stakeholder relationships 

aligned to the company’s purpose, and is responsible for overseeing meaningful 

engagement with stakeholders, including staff, and taking their views into account.

Six of the best
The introduction of the six Wates principles for large private businesses gives unlisted 
companies a straightforward framework for corporate governance compliance

In January 2018 the government set 

up a group headed by chairman of the 

Wates Group, James Wates, to draw 

up a governance code for large private 

companies. The resulting principles 

were published in December 2018. 

The aim is not just to make 

governance compliance easier but 

also to deliver a step-change in the 

way private companies are run. Roger 

Barker, head of corporate governance 

at the Institute of Directors, was part 

of the Wates group. He says: ‘In 

developing the Wates principles, there 

was a need to find a balance between 

the desire to make a meaningful impact 

on private company governance while 

obtaining the buy-in of the companies 

themselves.’ The result is a set of 

high-level principles rather than a list of 

detailed prescriptive rules.

The regulations require large private 

companies to state which code they 

have used in drawing up their corporate 

governance statements. If none, they 

must explain the reasons and set out 

what other arrangements are in place. 

The UK’s corporate governance 
landscape is changing. One component 
is the Companies (Miscellaneous 
Reporting) Regulations 2018, which 
amends the reporting of directors’ 
duties under section 172 of the 
Companies Act 2006. The regulations 
are designed to improve transparency 
and accountability, with greater 
disclosure of engagement with 
employees and other stakeholders. 

One key aspect of the regulations 

is the requirement for large private 

companies to produce a ‘statement of 

corporate governance arrangements’ in 

their annual report and accounts. This 

draws attention, for the first time, to the 

quality of governance beyond publicly 

listed companies. 

For the first time, 
the quality of 
governance is 

concerned with 
more than just 
publicly listed 

companies

The regulations apply to accounting 

periods beginning on or after 1 January 

2019, so reporting deadlines are rapidly 

approaching. Those companies affected 

should look to the Wates corporate 

governance principles for large private 

companies for a framework against 

which to report and thereby comply 

with the regulations. 

The political drivers of these 

governance reforms are located in the 

ambition of Theresa May’s government 

to restore public trust in business. 

Historically, the governance lens has 

focused on listed companies only, with 

few requirements for even the largest 

private company. The limitations of this 

approach were highlighted in 2016 by 

the collapse of BHS (see panel opposite).
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The collapse that concentrated minds
Founded in 1928, the BHS department store chain was bought in 2000 by 

entrepreneur Philip Green for £200m from FTSE 100 company Storehouse (which 

rebranded itself as Mothercare). Green subsequently took BHS private, but the 

company remained a sizeable business, with 160 stores in the UK and outlets in 18 

other countries. In 2015, Green sold BHS for £1 to Retail Acquisitions, an investment 

vehicle run by serial bankrupt Dominic Chappell. Just 13 months later, BHS collapsed 

into administration, with painful fi nancial consequences for its more than 11,000 

employees, 20,000 current and future pensioners, and other stakeholders.

The fi nal days of unlisted BHS, 
once a UK high-street mainstay.

The Wates principles provide a 

suitable reporting framework through a 

set of six broad principles, and guidance 

for each, to promote long-term success 

(see panel opposite). They encourage 

the adoption of practices and behaviour 

designed to promote trust among 

stakeholders, thereby benefi tting the 

economy and society in general.

Those adopting the Wates principles 

take an ‘apply or explain’ approach: they 

are expected to apply the principles 

in full and explain any departures. 

They can set out their individual 

circumstances in supporting statements 

for each principle. 

The new reporting requirement to 

produce a statement of corporate 

governance arrangements applies to all 

companies that satisfy either or both of 

the following conditions:

* 2,000 or more global employees

* annual turnover greater than £200m 

globally and a balance sheet over 

£2bn globally.

AIM companies are included. Premium-

listed companies are exempt, but their 

subsidiaries are not. The goal is for 

other companies to adopt and report 

against the Wates principles voluntarily. 

Implementation
The principles open up a new frontier in 

corporate governance. Implementation 

has begun, with the Wates Group being 

the fi rst company to embed them in 

its fi nancial reporting. Enforcement 

depends on government, but regulators 

and the media may well use the 

principles as a benchmark in standards 

of corporate behaviour. 

‘Private companies are nowadays too 

important to be left alone,’ Barker says. 

‘Their success or failure has implications 

for numerous stakeholders – not least 

employees and customers.’ AB

Steve Giles is a consultant and lecturer 

in governance, risk and compliance.
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Comply to survive
With eye-watering fines being handed out for breaching the money laundering rules, 
Muhammad Hassaan Bhagat FCCA offers some practical advice on compliance audit

AML/CFT compliance and submit 

a report to the regulator. The UAE’s 

Insurance Authority, for example, 

requires regulated insurance companies 

to submit such a report alongside their 

annual filings. And the Central Bank 

of the UAE recently required currency 

exchange houses operating in the 

country to appoint an independent 

third party to review their AML/CFT 

compliance framework and submit a 

report to the bank.

Approach to AML audit
While there are multiple international 

standards, guidelines and regulations 

covering AML/CFT, there is no defined 

mechanism or standard for how a review 

of an AML/CFT compliance programme 

should be carried out. However, it 

makes sense for a compliance audit 

to mirror the mainstream regulations, 

which cover the following elements: 

* governance framework and 

management oversight (resourcing) 

* money laundering, terrorist 

financing and sanctions risk 

assessment framework 

* monitoring and surveillance 

* assurance and independent 

verification 

* training and awareness 

* record-keeping. 

Paying adequate attention to these 

areas enables the auditor to assess 

critical areas of compliance and to 

identify weaknesses and opportunities 

for improvement.

An AML/CFT compliance audit does 

not form part of standard external or 

internal audit activity and requires a 

specific set of skills and competencies. 

As regulation, new technologies and 
digital transformation combine to 
create an ever more complex business 
environment for financial services 
organisations, the risk of failing to 
comply with the controls and sanctions 
on money laundering and terrorism 
financing grows. 

The Association of Certified Anti-

Money Laundering Specialists (ACAMS) 

has reported that between 2009 and 

2018 regulators imposed US$17bn 

in fines on financial services entities 

for failure to comply with anti-money 

laundering (AML) and know-your-

customer (KYC) regulations. A recent 

report from Encompass Corporation 

found that global penalties for AML 

failures amounted to US$8.14bn in 2019.

Regulators around the world are 

only too aware of the potential for 

reputational loss arising from failures 

within their jurisdiction. This is reflected 

in the hefty penalties they hand down.

In 2012, HSBC was fined a record 

US$1.9bn by US regulatory authorities 

for allowing itself to be used to launder 

drug money. HSBC acknowledged at 

the time that it had failed to maintain 

an effective programme against money 

laundering and to conduct basic due 

diligence on some account holders. 

Meanwhile in 2019, Swiss bank UBS 

was fined US$5.1bn by the French 

criminal court, one of the biggest fines 

to date for breaching AML rules.  

The pressure is on financial institutions 

to ensure their compliance controls are 

sufficiently rigorous. They are spending 

significant sums on programmes to 

comply with anti-money laundering and 

combating the financing of terrorism 

The prevalence 
of fines suggests 

that the scope 
of AML/CFT 

compliance in 
audits and reviews 

is inadequate

(AML/CFT) regulations, but the number 

and size of fines and penalties suggests 

that their efforts are not keeping pace 

with that of criminals. Given the level 

of regulation and audits – internal and 

external – that organisations are subject 

to, what more can they do to ensure 

their defences are watertight?

The prevalence of fines suggests that 

the scope of AML/CFT compliance in 

these audits and reviews is inadequate 

or at best ill defined. It may also suggest 

that the auditors undertaking these 

reviews lack the technical skills required.

To be effective, an AML/CFT 

compliance audit should be embedded 

into the institution’s other audit plans. 

A specialised team (separate from the 

financial audit team) is needed to review 

the AML/CFT compliance framework 

and provide independent assurance on 

the adequacy of the control design and 

its effectiveness in operation.

This approach is not unique. A 

number of regulators around the 

world require financial institutions 

in their jurisdictions to engage an 

independent third party to review 
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Value proposition 
While the importance of a specialised 

AML/CFT compliance audit cannot 

be ignored, it also offers a value 

proposition and should not be viewed 

either as another tick for the governance 

checklist or as a costly corporate 

exercise. The tangible benefits of an 

AML/CFT audit include:

* Prevention of reputational damage. 
If weaknesses in the design and 

operation of an organisation’s 

AML/CFT compliance are identified 

by the regulator, it may lead to 

a significant reputational loss. 

If, however, the organisation 

initiates this kind of audit internally, 

actioning any audit findings can 

prevent reputational loss.

* Avoidance of financial losses 
from penalties/fines. Rectifying 

Above all, the team conducting such 

an audit should consist of specialists in 

financial crime or AML/CFT compliance. 

It is also important for compliance 

auditors to consider the nature of the 

business, its size and the volume of 

transactions it handles. Other areas of 

compliance audit focus include how 

the organisation identifies suspicious 

individuals and entities at the time of 

client onboarding and on a continuous 

basis, how it monitors transactions, 

its continuous due diligence and its 

risk-based mechanism for assessing the 

AML risk presented by clients.

During the interviews with key 

management personnel, the auditor 

should critically assess the compliance 

culture within the organisation, as this 

plays a significant role in increasing the 

operating effectiveness of controls. 

weaknesses and improving the 

control environment on a preventive 

basis reduces the risk of being 

penalised by the regulators.

* Provision of assurance to 
stakeholders and financial 
institutions. Strong AML/CFT 

compliance systems demonstrate 

a commitment to upholding the 

regulatory requirement and the 

confidence of stakeholders.

While important, an independent 

AML/CFT compliance audit will only 

be effective if properly resourced and 

carried out by specialist personnel. Such 

programmes should form part of an 

organisation’s overall audit plan. AB

 

Muhammad Hassaan Bhagat FCCA is 

assistant manager in the advisory service 

of Grant Thornton UAE.
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Waste not, want not
Increasingly punitive charges mean businesses need to stop treating plastic packaging 
as a compliance issue and start taking a whole new approach, as Dom de Ville explains

organisations know how to defuse 

this ticking timebomb. Reduction and 

recycling have an important role to play, 

not just to manage compliance costs 

but also to protect the environment. Yet 

plastics reduction and recycling alone 

cannot prevent costs rising – there 

simply is not enough plastic in the 

recycling economy to cope.

Time for a rethink
The new operating environment calls 

for companies to rethink their business 

model so that plastics and packaging 

is not seen as a compliance and cost 

management issue. There is a need 

instead to understand the fundamental 

changes that have to be made to the 

business for it to thrive sustainably and 

profitably both now and in the future.

Finance teams have a critical role to 

play in preparing their businesses for all 

this. One priority task is to give the right 

person the job of sizing the problem 

and forming a response. Currently, even 

in the largest organisations, plastics 

compliance is still considered as little 

more than an overhead, much like a 

monthly gas bill, and paying for it is part 

of a fairly junior person’s role. It should 

now be considered an important job 

in its own right, and given to someone 

with the right skills and knowledge as a 

short-term priority. 

It is equally important to understand 

the nature of the financial risk to the 

business today, and how that might 

change as a result of shifting plastics 

policy and the broader packaging 

landscape. Finance teams need to shine 

a light in their organisations around 

the extent of their use of plastics – and 

Plastics and packaging is a hot topic 
for business and government as 
consumers’ demand for change grows. 

Thanks to the ‘Blue Planet effect’ and 

the sustained effort of campaigning 

organisations such as Extinction 

Rebellion and Greenpeace, consumer 

attitudes are hardening against the 

over-use of plastic, with 82% saying 

they want to cut down the amount of 

plastics they use. As a result, investors 

are increasingly viewing packaging as 

a business risk and demanding action 

from portfolio companies and asset 

managers to tackle the issue.

Businesses have started to wake up 

to the plastics challenge at a more 

functional level. They are taking steps to 

reduce the amount of plastic packaging 

in their products and finding ways of 

increasing the amount of recyclable 

packaging they use. The government 

too is responding to growing pressure, 

not least because the cost of processing 

the 3.3 million tonnes of plastic 

packaging waste that is produced in the 

UK each year sits with local government 

and the taxpayer.

However, efforts to tackle the volume 

of packaging waste produced are 

insufficient to address the bigger, more 

fundamental challenge that, in the 

very short term, the financial burden of 

using plastic packaging will become so 

high that businesses will not be able to 

continue using it as before.

Three-pronged attack
The plastics squeeze is happening on 

three fronts. The first is the skyrocketing 

cost of packaging recovery notes 

(compliance fees that businesses have 

In the very short 
term, the financial 

burden of using 
plastic packaging 

will be so high that 
businesses will not 
be able to continue 

using it as before

to pay for their packaging waste). The 

charge for plastics has risen from an 

average of £50 a tonne in 2017 to more 

than £400 a tonne today. For every 

£1,000 a business was spending in 

2017 on plastics compliance, it is now 

spending around £8,000, and all the 

signs suggest the figure will only rise. 

The second pressure comes from a 

new tax that comes into play from April 

2022, which will see an estimated charge 

of around £150–£200 per tonne for 

plastic packaging that does not meet 

the criterion of containing at least 30% 

recycled material.

The third, and perhaps the most 

significant, challenge will come 

from the new extended producer 

responsibility legislation, which will force 

producers and users of packaging to 

pay the full net cost of its collection, 

reprocessing and recycling. As a result, 

by the government’s own calculations, 

packaging compliance fees will be 21 

times what they were in 2017.

All this represents significant cost 

inflation for businesses, but few 

C
PD
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plastics and other packaging, and the 

finance team should lead on making the 

case for this.

The plastics challenge will bring 

significant transformation and disruption 

to every business affected. This is 

not something that someone with 

delegated responsibility can overcome 

alone. It requires buy-in at board 

level and commitment across the 

organisation, which means leadership 

on the issue, from the CFO or FD, to 

ensure a whole-business response. 

There is competitive advantage to be 

had by being ahead of the curve. But in 

addition to the reputational benefits in 

other non-recyclable packaging – today 

and in the future, and model the costs. 

It is only once this job is done that the 

business will be able to forecast the 

impact of potential cost increases on 

the bottom line. 

A third area of focus should be to 

make a case for fixing the disconnect 

that typically exists between the people 

deciding which packaging to use, the 

person who procures that packaging, 

and the person in the finance team 

paying the packaging recovery note bill. 

In the future, businesses will need a 

packaging strategy to minimise their 

exposure to the future costs of using 

the eyes of customers whose spending 

will increasingly be governed by 

sustainability considerations, businesses 

that act now will be better prepared 

for further legislation that will have 

an impact on their operations. They 

will also have a business model that is 

sustainable in the long term. AB

Dom de Ville is senior consultant at 

sustainability consultancy Sancroft.

C
PD

More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd.
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Innovation blueprint
A problem-solving solution developed by designers is being successfully applied in 
the wider business world, including in the finance sector, says Kayode Yusuf FCCA

their customers’ needs. Design thinking 

provides a simplified understanding of 

customers’ problems and 

helps devise an explicit, 

five-step procedure for 

solving those problems 

(see box, right).

Sam Yen, head of 

digital transformation, 

commercial real estate 

and commercial banking 

at JP Morgan Chase, 

is a firm believer. 

‘Organisations worldwide 

are struggling with the 

need to transform right 

across all kinds of different 

industries. Design thinking 

provides a methodology 

for how companies 

might approach this 

challenge.’

Many organisations 

have reaped the benefits, 

among them global professional 

services firm Genpact. It went through 

a transformative process using design 

thinking to innovate in its finance 

function. Constrained by a collection of 

rigid systems, processes and policies 

across regions and entities, Genpact 

was struggling to make informed 

decisions supporting future growth. 

Using a design-thinking approach, it 

transformed its finance processes and 

unified its enterprise resource planning 

(ERP) across 140 entities in 44 countries 

using cloud-based applications. The 

outcome was faster and more accurate 

reporting that supports growth and 

acquisitions. It also led to productivity 

improvements that produced US$6m in 

Organisations around the world are 
always in search of creative ways 
to grapple with the disruption that 
innovation can bring. Now a concept 
called design thinking used by 
designers and engineers to solve 
unknown or ill-defined problems 
– often referred to as ‘wicked 
problems’ – is gaining popularity 
in the wider business world. 

A customer-centric process that 

combines empathy, intuition, creativity 

and rationality to solve complex 

business problems, the approach is also 

attracting the attention of a growing 

number of professionals, including 

those in accounting and finance.

Tim Brown, CEO of innovation and 

design firm IDEO, has defined design 

thinking as ‘a human-centred approach 

to innovation that draws from the 

designer’s toolkit to integrate the 

needs of people, the possibilities of 

technology and the requirements for 

business success’.

Research conducted by the 

Design Management Institute (DMI) 

between 2005 and 2015 established 

a relationship between the use 

of design thinking and company 

performance. According to the DMI’s 

Design Value Index, design-led 

companies maintained significant stock 

market advantage over the period, 

outperforming the S&P by 211%.

Corporate giant IBM has invested 

heavily in design thinking, building a 

large internal team. When US research 

company Forrester assessed the 

economic impact of IBM’s design 

thinking practice it found that the 

company saw an average 301% return 

on investment on projects developed 

using the practice.

With its foundations in rules and 

compliance, at first sight the finance 

sector might seem infertile ground for 

design-thinking principles. Experience 

has shown, however, that it can be 

applied as successfully to the finance 

function as elsewhere. 

As strategic business partners, finance 

professionals are now expected to 

demonstrate collaborative and critical 

thinking skills. Consequently, they are 

increasingly acquiring design-thinking 

capabilities to help them develop a 

detailed and holistic understanding of 
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Five steps in design thinking

1

Empathise Define Ideate Prototype Test

2

3

4

5

Meanwhile the banking industry is 

becoming increasingly concerned about 

the threat that emerging fintech startups 

pose to their traditional ways of doing 

business. To protect revenue streams, 

banks are creating internal innovation 

labs to discover customers’ pain points 

and devise solutions for them.

South African financial services 

company Nedbank took the step 

to combine product, process and 

people into cross-functional teams 

from diverse areas of the bank and 

discovered that the problems it thought 

it was addressing often turned out 

to be the wrong ones. The five-step 

design-thinking process enabled the 

company to uncover the real challenges. 

This improved customer experience 

and the bank’s value proposition and 

revenue streams.

In 2004 Bank of America partnered 

with design consultancy IDEO to 

annual savings and freed up employees 

to focus on strategy.

Accounting software company Intuit, 

which owns financial management tool 

QuickBooks, made similar gains. Its 

finance function found that a quarter 

of customers had their QuickBooks 

service suspended because they failed 

to update the billing information 

associated with their account. Through 

a design thinking approach, Intuit 

discovered why customers had not 

responded to reminder emails in 

advance of the expiration date: they 

were not going to the right person. 

Intuit’s customer-centric solution 

enabled it to keep contact information 

up to date and communicate better 

with its clients. This reduced customer 

frustration and resulted in the recovery 

of US$8m a year in lost revenue.

Swedish-based multinational home 

appliance manufacturer Electrolux 

introduced a design-thinking mindset 

to its finance teams across Asia Pacific, 

Middle East and Africa and upskilled 

team members with design thinking 

tools and methodologies. 

The approach subsequently helped 

its finance teams across the world to 

develop a creative problem-solving 

mindset. As a result, they gained a 

deeper understanding of customer 

needs and developed innovative 

solutions across the business’s global 

finance function. Elsewhere in Electrolux 

the process was used to redesign a 

number of products.

understand how to encourage more 

people to open accounts with the bank. 

A design-thinking approach discovered 

that people were looking for ways to 

make savings that were painless to their 

wallet, effortlessly and conveniently. 

They came up with a highly successful 

initiative called ‘Keep the change’, 

whereby every time a customer uses 

a debit card, the purchase amount is 

rounded up to the nearest dollar and 

the difference transferred from their 

checking to their savings account. The 

initiative led to increased interest in 

opening new accounts and greater 

usage of debit cards.

As more straightforward, clearly 

definable problems are automated or 

eliminated by technologies such as 

robotics process automation, artificial 

intelligence and blockchain, people-

centric approaches like design thinking 

will take on ever-higher importance in 

solving less obvious problems.

In the book The Design of Business, 
Why Design Thinking is the Next 
Competitive Advantage, Roger Martin 

highlights that one of the reasons 

many businesses struggle to innovate 

and create value for their stakeholders 

is because of increased reliance on 

analytical thinking as opposed to 

intuitive thinking. He concludes that the 

answer lies in a third form of thinking – 

design thinking. 

Conventional problem-solving may 

have worked well in the past, but design 

thinking is more effective in solving 

complex or poorly defined problems. In 

this age of constantly shifting priorities 

and rapid disruptions, collaboration and 

creativity are essential for organisations 

to succeed. The organisations that will 

succeed in the future are those that 

are willing to design and redesign 

themselves dynamically over time. AB

Kayode Yusuf FCCA is a finance 

professional and journalist.

As strategic 
business 

partners, finance 
professionals 
now need to 

demonstrate skills 
in collaborative and 

critical thinking 
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More information

See also ACCA’s guide to internal 
auditing at bit.ly/ACCA-IA-guide.

Defect detectives
Joanne O’Donnell explains the benefits of subjecting company processes to an 
internal audit review, and how to go about planning and undertaking the exercise

An internal audit 
review should be 

implemented as a 
critical procedure, 

not simply as 
something to be 
ticked off the list

Continuous improvement is essential 
to success in business, and an internal 
audit review is one action a growing 
business should consider. Whether you 
employ an in-house internal auditor or 
a third-party provider of audit services 
to conduct the review, the exercise 
can help to highlight any flaws in your 
business approach. 

For example, they can spot risks at an 

early stage, ensure that processes are 

being followed and are still effective and 

relevant, and oversee the quality and 

consistency of the business’s output.

There are some basic steps to follow 

to set off in the right direction. First, 

the planning. You should make a list of 

the business areas you need to have 

audited. These may include: 

* purchase order and purchase 

invoice processes

* sales order and sales invoice 

processes, and the sales quote 

process

* the preparation and production of 

manufactured items and the finish/

quality-control process

* the stock and shipping processes

* IT and security 

* human resources

* accounting, including payroll and 

expenses processes.

The frequency of the audit of each 

of these areas will depend on your 

business, but it is good practice to set 

up an internal auditing calendar for the 

year to ensure audits are completed 

on time and with sufficient frequency. 

The calendar can also contain any vital 

information that the internal auditor will 

need, such as the process documents, 

so that they can review how the 

processes should be followed and draft 

relevant questions before they observe 

the processes in action. The calendar 

does not need to be anything fancy, but 

it does need to be implemented to keep 

everyone on track. 

The internal auditor’s first job will be 

to speak to the relevant employees to 

understand the processes they follow. 

They will then monitor employees 

performing a given process, preferably 

in a real-life scenario (ie doing a task 

that needs to be done on that day). 

Asking the employee questions about 

the task they are performing will give 

the auditor insight as to whether the 

staff member is following the process 

properly and understands it and the risks 

it is designed to mitigate. Depending 

on the answers given, the auditor can 

make note of any areas that may need 

refresher sessions, or aspects of the 

process that may not have aged well, 

such as practices that haven’t changed 

to take advantage of new technologies.

The internal auditor will then write 

up a report highlighting any findings 

or issues. Again, this need not be fancy 

– it can be as simple or as detailed as 

you require, so long as the findings are 

recorded. In the event that the internal 

auditor finds a process non-compliant, 

they will need to recommend further 

measures in an action plan. They may 

also need to raise a non-compliance 

report, depending on the nature of the 

business and its quality compliance 

measures and recognitions.
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The action plan can be presented to 

the appropriate heads of departments. 

The plan should include the findings, 

the corrective actions, who will take 

ownership of implementing the 

corrective actions and the deadline for 

doing so. There should also be a follow-

up date to ensure the corrective actions 

have been applied.

With these interventions in place, the 

process of internal auditing will be a 

benefit to any business, and should be 

implemented as a critical procedure, not 

simply as something to be ticked off. AB

Joanne O’Donnell develops the quality 

strategy, policies, processes and systems 

for HTL Group and its supply chain.
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Transfer 
speculation
Football fever comes to the aid of Adam Deller over 
the application of accounting standards

Football finance has become 

an increasingly common topic for 

discussion. Uefa, the body responsible 

for organising European football 

competitions, implemented something 

called Financial Fair Play (FFP) in 2009, 

which has been updated periodically 

since. Its aim is to prevent what some 

see as financial doping in football, 

where investors put in huge resources, 

spending far more than their income to 

achieve success. 

The FFP regulations were born out of 

the desire for clubs to be sustainable 

over a period of time. This is done by 

limiting the losses that football clubs 

are able to make if they are to qualify 

for European competitions, such 

as the Uefa Champions League or 

Europa League. At the time of writing, 

Manchester City has been banned from 

European football competitions for two 

years following an FFP breach. The club 

has registered its appeal to the Court of 

Arbitration for Sport.

The question arises as to where 

exactly the IASB comes in. The board’s 

IFRS Interpretations Committee 

(IFRIC) is responsible for responding 

to questions on the application of 

Every good financial reporting lecturer 
has a favourite financial reporting 
standard. Some may try to hide it, 
while others of us wear it as a badge 
of honour. In my office I have a 
whiteboard where I get students to 
write their favourite standard before I 
will answer any questions. This is not 
always a popular move, and the wall 
remains sparsely populated. 

In a world of big data and innovation, 

the nuances of accounting standards 

can sometimes fail to capture the 

imagination. I dare say there are even 

times when considering developments 

in the world of financial reporting can 

even be a slightly arduous task. 

Sometimes, though, a news item 

emerges that is a gift to the financial 

reporting nerd and can grab the 

attention of students. So when Kathryn 

Donkersley of the International 

Accounting Standards Board (IASB), 

which sets IFRS Standards, tweeted: 

‘After a morning of IFRS 16, the IFRS 

Interpretations Committee will resume 

at 13.40 to discuss the accounting for 

football players,’ I knew that I finally 

had something that would not fail to 

engage my students. 
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shall be determined as the difference 

between the net disposal proceeds 

if any and the carrying amount of the 

asset. It shall be recognised in profi t or 

loss when the asset is derecognised… 

Gains shall not be classifi ed as revenue.’

IFRIC decided that as the payment 

had been made in respect of 

extinguishing the registration right, 

it represented compensation for 

disposing of an intangible asset. 

Therefore neither the proceeds nor the 

gain on disposal could be recognised 

within revenue by applying IFRS 15.

Is revenue even possible?
So far, the response appears pretty 

much as expected, with the suggested 

treatment being in line with the current 

treatment. But the interesting part 

of the decision relates to whether it 

would even be possible to recognise 

the transaction as revenue. There was a 

surprising response from IFRIC here.

For an entity to record the proceeds 

as revenue through IFRS 15, the 

registration right could not have been 

initially held as an intangible through 

IAS 38 but would have had to be held 

as inventory in accordance with IAS 2, 

Inventories. In the case presented to 

IFRIC this was not possible, but IFRIC 

accepted that such a situation could 

arise. The committee pointed out that 

paragraph 2 of IAS 2 requires an entity 

to apply IAS 2 to intangible assets that 

meet the defi nition of inventories.

To be classed as inventory, the 

registration rights have to be held for 

accounting standards. As these 

questions are raised, IFRIC makes a 

series of agenda decisions, which clarify 

the application of a particular standard 

in specifi c circumstances. 

The recently implemented standards 

IFRS 16, Leases, and IFRS 15, Revenue 
from Contracts with Customers, are 

valuable tools for limiting potential 

off-balance-sheet fi nancing or incorrect 

recognition of revenue, both of which 

are very relevant for FFP. In addition, 

questions can still arise in specifi c cases, 

which takes us to the recent discussion 

from the committee.

Transfer request
IFRIC received a request about how to 

recognise payments relating to player 

transfers, which can obviously be a key 

source of income for football clubs. 

Current practice is generally not to 

include the income from such transfers 

as revenue, but as a gain or loss on 

disposal of a non-current asset.

The query to IFRIC was made by a club 

that had acquired a player’s registration. 

In such a case, the player is prohibited 

from playing for any other club, and the 

registering club has an employment 

contract with the player that prevents 

the player from leaving without mutual 

agreement. The club had recognised 

the employment contract and the player 

registration together as a registration 

right, which was held as an intangible 

asset. This was capitalised at the cost of 

obtaining the asset under the principles 

of IAS 38, Intangible Assets.

The club then sold the player 

to another club under a transfer 

agreement, with the selling club 

receiving a transfer payment in return 

for releasing the player from the 

employment contract. The playing 

registration did not transfer to the new 

club but was extinguished when the new 

club registered the player.

Revenue or asset disposal?
The question raised with IFRIC was 

whether the entity could record the 

transfer payment in revenue, through 

the application of IFRS 15, or should 

recognise the transaction as a disposal 

of an intangible asset.

The tentative agenda in this situation 

was consistent with the current 

treatment: that this would be a disposal 

of an intangible asset. IFRIC quoted 

paragraph 113 of IAS 38, which states: 

‘The gain or loss arising from the 

derecognition of an intangible asset 

The revenue 
and leases 

standards are 
very relevant for 

Financial Fair Play
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More information

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

sale in the ordinary course of business. 

IFRIC decided that, for an entity 

whose ordinary activities include the 

development and transfer of players, 

it is conceivable that circumstances 

exist in which the recognition rights 

associated with some players meet the 

definition of inventories.

This situation provides an interesting 

point of discussion. While some of the 

larger, global football clubs may not 

appear traditionally to have the transfer 

of players (or at least the sale of players) 

as part of their ordinary activities, this 

may be changing. The combination 

of the emergence of FFP and the 

increased number of players in football 

academies has led to larger squads of 

players and increased sales of surplus 

players, even from the largest clubs.

It can certainly be argued that the 

transfer of players may be part of the 

ordinary business of smaller clubs. 

As a supporter of one of these clubs 

(Grimsby Town, an English Football 

League Two club in a port community 

where the fans sing songs about fish), 

I know what it is to see an exciting 

prospect develop with the certain 

knowledge that the player will be 

transferred to a larger club before long.

Accordingly, we may start seeing 

some football clubs assess whether 

they can start to hold some player 

registration rights as inventory. This 

development could change the 

accounts, as these rights would possibly 

be held as cost (or the lower of cost and 

net realisable value) as set out in IAS 2, 

instead of being amortised over the life 

of the contract as in IAS 38. This could 

impact profits annually, and start to 

change how a club’s assets are held.

The value of the asset could change 

as well. It would now be held at the 

lower of cost and net realisable value. 

This means that the rights could hold 

their value longer, due to the lack of 

amortisation. There could be more 

judgmental discussions over the net 

realisable value, as players reach 

the end of their contracts, which 

could introduce a greater amount of 

judgment than the current intangible 

asset treatment. In theory, the current 

treatment allows for judgments in the 

form of revaluing the rights. However, 

the rights are unlikely to meet this 

criteria due a lack of active market.

On the face of it, IFRIC’s decision 

seems to have maintained the status 

quo, but the door has been opened to 

a possible change in treatment for some 

clubs. Perhaps unwittingly, this could 

lead to more changes than expected. 

So there we have it. The combination 

of new accounting standards and the 

existing practices of older accounting 

standards is busy at work helping to 

protect aspects of the beautiful game. 

It is unlikely that members of the IASB 

will ever get to hear their names sung 

on the terraces, but the board continues 

to be an important part of the financial 

fabric of the industry. AB

Adam Deller is a financial reporting 

specialist and lecturer.
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ATOL reporting scheme updated 
The ATOL Reporting Accountants’ Scheme has been developed by the Civil Aviation 

Authority to help improve the standard of reporting and to provide assurance that 

financial information submitted on behalf of ATOL holders is accurate. The scheme 

is designed to ensure that designated accountants of participating bodies, including 

ACCA, are sufficiently knowledgeable about both the industry and ATOL’s specific 

requirements to provide the required assurance needed by the CAA. You can find out 

more at bit.ly/ATOL-caa.

In February, Appendix A, ‘Requirements for ATOL Reporting Accountants’ 

(previously Guidance Note 10), was amended to include revisions to work 

procedures, and guidance on what constitutes an ATOL sale and new engagement 

letter wording. Reporting accountants need to issue a revised engagement letter 

and amend work procedures for all ATOL-regulated clients. More at bit.ly/caa-ors3 

and bit.ly/ACCA-engage.

and published during the TP will not 

be affected. UK auditors will be able 

to sign off these audits during the TP, 

as they did before 31 January 2020.’

The letters also contain references to 

the following circumstances:

* UK companies with crossborder 

presence in the EEA 

* UK public companies with an 

EEA listing 

* EEA incorporated companies 

and groups.

The letters can be found at bit.ly/frc-tp-

rep and bit.ly/frc-tp-aud.

Presentation/disclosure 
As highlighted in the last issue (bit.

ly/abuk-tu-0220), Exposure Draft 
and comment letters – General 
Presentation and Disclosures (Primary 
Financial Statements) sets out 

general presentation and disclosure 

requirements relevant for all companies 

and would replace IAS 1, Presentation 
of Financial Statements. It is open for 

comment until 20 June.

Modern slavery
As a reminder, a commercial 

organisation is required to publish 

an annual statement if all the criteria 

below apply:

* It is a ‘body corporate’ or a 

partnership, wherever incorporated 

or formed.

* It carries on a business, or part of a 

business, in the UK.

* It supplies goods or services.

* It has an annual turnover of £36m 

or more.

More guidance is available at bit.ly/

gov-modslav.

Audit and reporting

EU exit transition period
The Financial Reporting Council has 

issued two letters on the transition 

period (TP) following the UK’s departure 

from the European Union. One stated: 

‘During the TP there is no change to 

the UK’s accounting and corporate 

reporting framework.’ The other stated: 

‘The main thing to note is that there is 

no change for UK and EEA [European 

Economic Area] auditors and firms, and 

their clients, during the TP.’ The letters 

also highlight that ‘For financial years 

beginning after 31 December 2020, UK 

incorporated companies and groups 

that currently use EU-adopted IAS will 

instead be required to prepare accounts 

using UK-adopted international 

accounting standards. There will be no 

change for UK incorporated companies 

that use UK GAAP to prepare their 

annual accounts’. 

It also said that ‘Audit reports on EEA 

companies that are due to be signed 

Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a 
roundup of the latest developments in audit, reporting, tax and law
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Accounting for Covid-19
The Financial Reporting Council (FRC) has warned companies and auditors that 

legally required business disclosures of risk are likely to change rapidly due to the 

effects of the Covid-19 (coronavirus) outbreak. Companies have been advised to 

scrutinise their year-end accounts, especially those that either have close trade 

links with China or a presence in the area. The FRC highlighted that the risk and the 

likelihood of realisation are also contingent on the specific business circumstances of 

companies, and that steps should be taken to mitigate the risk posed by the virus. 

PwC has a useful reminder for businesses in its article, Should coronavirus be 
accounted for as an adjusting or non-adjusting event? The conclusion is that the 

‘subsequent spread of the virus and its identification as a new coronavirus does not 

provide additional evidence about the situation that existed at 31 December 2019, and 

it is therefore a non-adjusting event’. It then highlights that businesses would still need 

to consider expected credit losses under IFRS 9, Financial instruments; the impairment 

of tangible and intangible assets under IAS 36, Impairment of non-financial assets; 

the net realisable value of inventory under IAS 2, Inventories; deferred tax assets in 

accordance with IAS 12, Income taxes; any asset or liability measured at fair value; and 

also an entity’s ability to continue as a going concern. More at bit.ly/pwc-covid19; you 

can see the Covid-19 related Budget announcements at bit.ly/ACCA-budget.

yourself with the new rules for Off-

payroll Reform due for implementation 

from April 2020.

‘However, when a deemed 

employment payment is payable under 

IR35 legislation [and/or] would have 

been payable but for the fact that 

the worker received remuneration as 

employment income, the new legislation 

will apply, as the workplace will be 

classed as a permanent workplace and 

no relief on travel and subsistence will 

be available for home to work travel.’

Regarding expenses, it states that in 

computing the deemed employment 

payment, the following deductions 

Tax 

Disclosure
As highlighted in the last issue  

(bit.ly/abuk-tu-0220), the International 

Tax Enforcement (Disclosable 

Arrangements) Regulations 2020 SI 

2020/25 come into force from 1 July. 

These require the disclosure of certain 

crossborder tax-planning arrangements 

to HMRC, with reports to be submitted 

within specified periods. 

Capital gains tax
Many individuals may easily overlook 

the in-year CGT reporting and payment 

requirements that apply from April, 

the most obvious group being those 

involved in buy to let. The in-year 

requirement is that a return and 

payment of CGT is made within 30 days 

following the completion day for a UK 

land (including buildings) transaction 

when there is a charge to capital gains 

tax. There are very few exemptions, 

including when no amount is payable or 

the tax return is filed within the 30 days 

of the date of disposal in a new tax year.  

As highlighted in the January issue 

(bit.ly/abuk-tu0120), the provisions are 

contained in Schedule 2 of Finance Act 

2019 (bit.ly/FA19-sched2).

Budget and Finance Bill
ACCA sent its Budget update to 

members on the evening of last 

month’s Budget, alongside other 

support: visit bit.ly/ACCA-budget. The 

Finance Bill was published on 19 March 

and you can find further information at 

bit.ly/ACCA-finance-bill.

PAYE and NIC
CWG2: further guide to PAYE and 
National Insurance contributions 
2020/21 has been issued. It has a 

few amendments and references the 

legislative change to off-payroll reform, 

stating that ‘You may want to familiarise 

are allowed against income from 

relevant engagements:

* ‘all expenses otherwise eligible 

for deduction under the normal 

expense rules

* any employer pension contributions 

made to an approved scheme which 

are allowable under normal rules, 

plus

* a flat rate 5% of the gross income 

from the relevant engagements 

outside of the public sector

* certain capital allowances

* the salary already taxed as 

employment income and the 

amount of the employer’s national 
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Changes to employment of EU citizens
Until 30 June 2021, job applicants can prove their right to work in the following ways:

* EU, European Economic Area (EEA) or Swiss citizens can use their passport or 

national identity card

* non-EU, EEA or Swiss citizen family members can use an immigration status 

document listed in the Right to work checks: an employer’s guide

* EU, EEA and Swiss citizens and their family members can use the online right-to-

work checking service.

EU, EEA or Swiss citizens are not required to provide information on their status under 

the EU Settlement Scheme until after 30 June 2021. Until then, employers, landlords 

and public service providers will accept EU citizens’ passports and identity cards. Irish 

citizens will continue to prove their right to work in the UK as they do now. EU, EEA or 

Swiss citizens and family members who are living in the UK before 1 January 2021 must 

apply to the EU Settlement Scheme to continue living in the UK after 30 June 2021; 

see the government’s employer toolkit, bit.ly/rtw-toolkit. A new immigration system 

will apply to people arriving in the UK from 1 January 2021 and EU citizens moving to 

the UK to work will need a visa in advance. EU citizens applying for a skilled worker visa 

will need a job offer from an approved employer sponsor: if you plan to sponsor skilled 

migrants and are not currently approved, you should consider getting approved now.

the birth of children (including further 

children) to a particular woman is 

relevant to the question of absolute 

entitlement. For example, if there is a 

life interest to Mrs A with remainder 

to her children, failing whom to B, and 

Mrs A (who has no children) surrenders 

her life interest, B does not become 

absolutely entitled if there is a possibility 

that Mrs A will have children.

‘Section 2 Perpetuities and 

Accumulations Act 1964 and Section 2 

Perpetuities Act 1966 (Northern Ireland) 

contain a presumption for certain 

purposes that a woman will have no 

children after she attains the age of 55 

and the Revenue apply this for capital 

gains tax purposes in cases to which 

those Acts apply. In England this covers 

settlements made after 15 July 1964.

In cases to which those Acts do not 

apply, the initial presumption is that 

a woman may have children at any 

age. Nevertheless, as a matter of 

administration, trustees may rely 

on medical evidence and distribute 

property accordingly. The law assumes 

that a man may beget children at any 

time, but similarly evidence may be 

produced of male infertility.

In cases of this kind there are 

three possible dates on which 

absolute entitlement could be said to 

have occurred:

* the date upon which the 

incapacity arose

* the date upon which the trustees 

became aware of the situation, or

* the date upon which they 

decided to act on the basis of 

their knowledge.’

More at bit.ly/hmrc-cgt-manuals.

Law

Employment law 
Following the publication of its Good 

Work Plan, and to improve the lot 

of casual workers in particular, the 

insurance contributions paid during 

the year, plus any due on the 

deemed payment.’

A deemed employment calculator is 

available at bit.ly/gov-calc. Find the 

revised guidance at bit.ly/gov-cwg2.

CGT manuals
Updates of the capital gains tax manuals 

occur during the year and it is useful to 

refer back for specific topics. The class 
closing rules will be of interest to those 

involved in both probate and tax advice:

‘In English and Northern Irish law, 

where a gift is to members of a class of 

persons such as “all my grandchildren”, 

as opposed to named individuals, there 

are certain rules, known as class closing 

rules or the rule in Andrews v Partington, 

which determine when the membership 

of the class is to be ascertained, if it is 

not specifically provided for in the deed 

or will. Good drafting should make it 

unnecessary to apply these rules and 

it will be noticed that many deeds and 

wills specifically exclude the rule in 

Andrews v Partington.’

Under Class closing rules: possible 
birth of children, it is stated that ‘There 

are cases in which the possibility of 
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Review your anti-money laundering processes
A number of changes have been enacted by UK legislation to reflect the EU’s fifth 

Money Laundering Directive. The changes were effective from 10 January, with 

guidance being updated or being in the process of being revised. The changes 

include the requirement that firms assess new and additional high-risk factors when 

deciding on the need for enhanced due diligence. The Financial Conduct Authority 

highlights that these may occur where:

* there are relevant transactions between parties based in high-risk third countries

* the customer is the beneficiary of a life insurance policy

* the customer is a third-country national seeking residence rights or citizenship in 

exchange for transfers of capital, purchase of a property, government bonds or 

investment in corporate entities 

* non-face-to-face business relationships or transactions are without certain 

safeguards – for example, as set out in regulation 28 (19) concerning electronic 

identification processes.

* transactions involve oil, arms, precious metals, tobacco products, cultural 

artefacts, ivory or other items related to protected species, or archaeological, 

historical, cultural and religious significance, or of rare scientific value.

Find out more at bit.ly/fca-mlr. 

All accountancy firms must have policies and procedures for managing money-

laundering and terrorist financing (MLTF) risks. Per 2017 regulations, a firm-wide risk 

assessment must be conducted and documented, and considered when creating or 

updating a firm’s policies and procedures. ACCA has created guidance including pro 

forma policies and procedures to help practitioners; find these and other resources 

at bit.ly/ACCA-aml-support. See also page 54.

entitlement to a statement of ‘written 

particulars’ will now include workers 

as well as employees. Importantly, as 

from 6 April, the right to a statement of 

written particulars will become a day-

one right, rather than after the current 

two months. 

The information to be included is also 

being expanded. For all new joiners on 

or after 6 April, the statement should 

also include: 

* how long a job is expected to 

last, or the end date of a fixed-

term contract 

* how much notice the employer 

and worker are required to give 

in order to terminate the  

agreement 

* details of eligibility for sick leave 

and pay 

* details of other types of paid leave, 

eg maternity and paternity leave 

* the duration and conditions of any 

probationary period 

* all remuneration (not just pay), eg 

vouchers, and health insurance 

* the normal working hours; the days 

of the week the worker is required 

to work; and whether such hours or 

days may be variable, and, if so, how 

they vary or how that variation is to 

be determined 

* any training entitlement provided 

by the employer; any part of that 

training that the employer requires 

the worker to complete; and any 

other training that the employer 

requires the worker to complete 

and for which the employer will not 

bear the cost. 

Employers will need to draft new 

statements and contracts in order to 

ensure that this information is provided, 

and look at induction procedures to 

make sure the correct documentation is 

delivered to all employees and workers 

on or before their first day of work. 

A pro forma schedule has been 

included within ACCA’s updated 

* disciplinary, dismissal and 

grievance procedures 

* unlawful discrimination

* redundancy

* settlement offers

* family-friendly rights

* employment status: workers. 

Download the factsheets at bit.ly/

ACCA-emp-fact. AB

employment law factsheets, 

which includes: 

* the contract of employment

* the standard statement of terms 

and conditions 

* working time 

* age discrimination

* dealing with sickness

* managing performance
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Contract killer
New rules for engaging off-payroll workers have set alarm bells ringing, with employers 
fearing an exodus of freelancers and querying if the game is really worth the candle

increasing red tape, decreasing wages 

and the flight of talent from the UK.

As a result, the government launched 

a review of the reforms in January 2020, 

but this review focused solely on how 

the new regime is being introduced 

and not the actual policy itself. One 

clarification was released in early 

February, making clear the off-payroll 

working rules would now only apply to 

payments made for services provided 

on or after 6 April 2020. Previously, 

Changes in how private companies deal 
with the taxation of off-payroll workers 
will come into force this month. From 
6 April, the onus of determining 
the tax status for contractors and 
freelancers will fall on the businesses 
and recruitment agencies employing 
their services.

These reforms, which affect large and 

medium-sized businesses and third-

sector organisations, follow a similar 

initiative in the public sector two years 

ago and build on the original so-called 

IR35 rules introduced two decades 

ago. These rules were put in place in 

an attempt to tackle perceived tax 

avoidance schemes where freelance 

workers and employers avoided paying 

certain taxes because the worker was 

not directly employed by the business.

But the changes coming into force this 

month have been met with considerable 

resistance from employers and 

contractors alike, amid concerns over 
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Who is affected?
The new law requires all companies, apart from those with fewer than 50 employees 

or less than £10.2m turnover, to assess the employment status of anyone they hire 

who works through a limited company. This could affect thousands of companies and 

up to 230,000 freelancers/contractors. Companies and recruitment agencies will be 

liable for unpaid tax if HMRC finds a worker has been wrongly classified.

the number of non-determinations 

thrown out by the tool.

But perhaps of more concern is the 

overall effect the new rules will have on 

the pool of freelancers and contractors 

currently working in the UK, with many 

moving overseas.

According to the Association of 

Independent Professionals and the 

Self-Employed (IPSE), one in seven 

freelancers (13%) plans to find contracts 

abroad, and one in 10 (11%) plans to 

stop working or retire early. Half of these 

contractors also said they would only 

continue freelancing if they could find 

contracts to which the new off-payroll 

working rules did not apply.

Two out of five (39%) freelancers said 

their clients will stop using outside-

IR35 contractors. Instead, they will 

either make blanket assessments 

that their contractors are all ‘inside 

IR35’ (20%), engage them through 

umbrella companies (14%), move their 

contractors on to PAYE (13%), or stop 

the rules would have applied to any 

payments made on or after 6 April 2020, 

regardless of when the services were 

carried out.

‘The extension of IR35 payroll 

legislation is forcing the private sector to 

reassess employee bases and business 

structures, and the big question is 

whether businesses are ready,’ says 

Nigel Morris, employment tax director 

at MHA MacIntyre Hudson. ‘The short 

answer is no. There’s still a lot of work to 

undertake, and failure to fully prepare 

could result in significant labour supply 

issues, business continuity challenges 

and liabilities for tax, national insurance 

contributions, interest and penalties.’

But chinks are beginning to emerge in 

the government’s position. Chancellor 

of the exchequer Rishi Sunak recently 

indicated that there could be a ‘soft 

landing’ of a year. This was confirmed 

in a government statement in February, 

which said that companies will not have 

to pay penalties for errors relating to off-

payroll in the first year, except in cases 

of deliberate non-compliance.

Blurred definition
This is just as well, as Morris says his firm 

is still finding many businesses do not 

know how many off-payroll workers they 

have. ‘There’s also a lack of confidence 

in determining employment status for 

contractors,’ he says.

This last point highlights issues 

with HMRC’s method of determining 

whether a worker is employed or self-

employed. The online tool, known as 

CEST (check employment status for tax), 

has attracted considerable controversy 

in the two years it has been available, 

with contractors claiming that in many 

instances it fails to reflect the nature of 

their work.

However, HMRC recently updated 

the tool – which can now be used by 

employers and engagers as well as 

workers – to address concerns over 

engaging contractors altogether (11%).  

However, echoing Morris’ concerns, 35% 

of freelancers also said their clients are 

uncertain what to do or have not said 

what they will do about the changes 

to IR35. ‘Businesses and contractors 

are simply not ready for the ill-planned 

and hugely disruptive changes,’ says 

Andy Chamberlain, deputy director 

of policy and external affairs at IPSE. 

‘Many businesses have not even 

decided how to respond yet, and many 

more are planning to break the rules 

of the legislation by assessing all their 

contractors as “inside IR35”.’

According to the IPSE survey, nearly 

a third of freelancers have said they 

plan to stop contracting in the UK, 

and many more are likely to follow 

if they cannot find contracts that are 

not affected by the changes. ‘We 

need to be clear this will do enormous 

damage to this £305bn-a-year sector,’ 

Chamberlain says.

But Treasury figures say the taxpayer 

would lose out on up to £1.2bn a year 

by 2023 without the change in rules, 

due to workers incorrectly paying tax 

as if they were self-employed. An extra 

£410m was raised for the Treasury since 

the new rules were introduced for the 

public sector in April 2017.

However, Jason Piper, ACCA’s head 

of tax and business law, points out that 

changes to company tax and payroll 

systems alone could prove very costly. 

‘Every pound spent is one diverted away 

from productivity,’ he says. AB

Philip Smith, journalist

‘Many businesses 
are planning to 
break the rules 

by assessing all 
their contractors as 

being inside IR35’
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2019 
CEO of DHL eCommerce Solutions

2009 
Global CEO of DHL Express and board 

member of Deutsche Post 

2008
CEO, DHL Express USA

2006
CEO, DHL Express EEMEA

2004
President, DHL Express Canada

1985
Various responsibilities at DHL Express 

Middle East

1982
Finance and managerial roles in the 

Abela group, an international catering 

and hotel company

1981
Gained ACCA Qualification 

CVi

Giving it some gas
It’s been quite a journey for Ken Allen FCCA, whose turnaround success at multiple 
DHL Express divisions got him the ultimate job of reviving the organisation globally

Ken Allen FCCA, the Yorkshire-born 
son of a coal miner, rose through the 
managerial ranks of DHL Express 
to become its global CEO. Having 
stepped down after 10 years at the 
helm, he’s still actively shaping the 
company’s future by exploring its 
e-commerce opportunities. 

Known as ‘the singing CEO’ due to 

his habit of launching into inspirational 

songs during management meetings, 

Allen has an unconventional leadership 

style. In 2009 he was appointed global 

CEO of DHL Express and a member of 

the management board of Deutsche 

Post, which acquired DHL in 2002.

Allen arrived in the top job just after 

DHL Express had sustained losses of 

€2.2bn (more than £1.9bn) in 2008. By 

2010, the business had been turned 

around, generating a profit of more 

than US$500m (£390m). Last year, 

when Allen stepped down from his 

global leadership role, DHL Express 

was on track to deliver EBIT (earnings 

before interest and taxes) of more 

than €2bn (£1.7bn). It has a workforce 

of over 100,000 and handles 955,000 

international shipments a day.

Allen describes his experience as 

global CEO as a ‘magical journey’, 

during which he applied everything 

he had learnt about the business. 

He believes ardently in simplicity. ‘If 

you don’t take simplicity seriously, 

complexity comes in,’ he says. ‘People 

with a good strategy keep it very simple.’

He emphasises the importance of 

customer service and making more sales 

only if that will generate profits. ‘There’s 

no point doing things if you’re not 

making money,’ he says. 

He also believes in continuous 

improvement. ‘If you keep looking at 

what you’re good at, you can tweak it 

forever,’ he says. ‘We recently bought 14 

Boeing 777 aircraft. Before, we’d always 

leased them or had them through 

partners. But then you think, how much 

is the bank and everybody else making 

out of that? There’s always something 

more you can find to improve.’

The importance of people is another 

key element in the Allen management 

philosophy. ‘Motivated people deliver 

great service quality, which keeps all 

our customers loyal,’ he explains. ‘Loyal 

customers are your best advertising, 

and your best route to profitability.’ 

The idea isn’t new, but it works. Market 

share, EBIT, and customer/employee 

satisfaction metrics all consistently 

increased under Allen’s leadership. 

One of his proudest achievements 

is the development of a foundation 

course that introduces every DHL 

Express employee to the fundamentals 

of international shipping and company 

strategy, along with training in specialist 

areas. More than 100,000 employees 

across the world have taken part so far – 

including Allen himself. Employees who 

complete the course get a DHL Express 

‘passport’, with a stamp for every 

training module they complete. 

‘We started the passport so everyone 

could have a record of what they were 

doing, but it’s morphed into something 

else,’ Allen says. The passport gives 

employees a sense of community and 

shared experience. ‘As people, what 

binds us together is far more than what 

separates us,’ he adds. ‘We want DHL to 

be the best in the world at what it does 

– but we also want to be an example of 

the world at its best.’  

Global tracking
Allen’s achievement in turning around 

DHL Express’s global performance was 

built on the back of previous successes. 

His first big turnaround role was as DHL 

Express’s country manager for Canada 

from 2004 to 2006. After turning losses 
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into profits within two years. Allen was 

promoted to be CEO of DHL Express 

for Eastern Europe, Middle East and 

Africa (EEMEA). Here he tapped into 

motivated employees to make a 

successful business grow more strongly. 

He then spent a year implementing 

a restructuring programme at DHL 

Express USA as its CEO, before being 

offered the top job of global CEO.

It was a role far removed from 

anything the young Allen could have 

imagined when he left school aged 

16 and, at random, took a purchase 

ledger job at the local Slazenger factory 

in Horbury, Yorkshire. After gaining 

more UK experience and his ACCA 

Qualification, he joined an international 

hotel chain run by Lebanese 

entrepreneur Albert Abela, becoming 

financial controller for a hotel in Sudan. 

Over the following years he worked 

in the Canaries, Jamaica and other 

locations, often called in to turn around 

a troubled operation. He joined DHL’s 

Middle East operations in a finance role 

in 1985, so beginning a long-lasting love 

affair with the logistics sector.

In 2019, after a decade as global 

CEO, he decided it was time to give 

someone else a go at running the 

business. He also found time to publish 

his experiences in a book, Radical 
Simplicity, which includes advice for 

aspiring CFOs and CEOs. 

He’s still helping to shape DHL’s 

future, though, as CEO of its new 

eCommerce Solutions division. ‘It’s 

all about looking at where we can 

make money,’ Allen says. ‘Where does 

our skill – in linking entrepreneurs, in 

doing great pick-up, delivery, customs 

clearance and everything else – fit? 

Where do we add the most value? 

Where should we focus our attention? 

As more people come online, it’s going 

to get bigger and bigger.’ AB

Sarah Perrin, journalist
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Cognitive benefits
Here are some of the outcomes that can be achieved by leveraging technology.

* Value can be added to the business generally, including through the introduction 

of intelligent workflows with end-to-end processes that cut across boundaries, 

harnessing data from the entire organisation to provide seamless, enhanced real-

time, personalised and context-rich insight.

* Value can be added to the finance function more specifically, including through 

the use of more streamlined, accurate and faster transaction processing, 

increased responsiveness to suppliers, business partners and customers, and 

greater transparency across the organisation.

* Proprietary data can be introduced and enriched with public and licensed data, 

effectively integrating data from ecosystem and network partners.

* New paradigms, best practices and competitive advantage can be established.

* Workers can be made more agile, collaborative, knowledgeable and empowered.

Where to start
Here are some of the practical steps that you can take to lead your organisation’s 

transformation:  

* Assess the business case for investing in changes to finance technology that may 

have a material impact on enterprise results.

* Re-engineer finance processes and drive change by leveraging exponential 

technologies such as AI and RPA; identify some of the key areas ripe for 

automation – ie highly manual, repetitive, routine and time-consuming activities. 

* Continually revisit and adjust the business model and technology architecture.

* Enable intelligent workflows that are flexible and can be replicated internally in 

other functions.  

* Actively curate proprietary data and ensure it is secure, end to end. 

* Upskill the finance team to build digital capabilities.

Back to basics 
In the latest in our series of articles that go back to fundamental principles, 
Lutamyo Mtawali FCCA offers tips for becoming a cognitive enterprise

For example, in the case of procure to 

pay, by using AI and machine learning, 

automation, analytics and cloud 

computing, it is possible to extract data, 

match invoices and purchase orders, 

assign general ledger codes, determine 

tax codes, code non-purchase order 

invoices and post invoices. This will 

reduce operational expenditure, be 

faster and more accurate, help with risk 

management and compliance, reduce 

fraud and overpayments, and improve 

auditability and transparency. It should 

also reduce the number of queries and 

speed up response times.

To become a truly ‘cognitive 

enterprise’, CFOs and finance teams 

need to determine the business benefits 

of particular technologies and build on 

the business’s previous IT investments. It 

is vital to put intelligent workflows at the 

heart of this evolution. AB

Lutamyo Mtawali FCCA is a finance 

transformation expert at IBM Global 

Business Services.

Advances in technology such as 
artificial intelligence (AI), blockchain 
and robotic process automation (RPA) 
are having a powerful impact on the 
way finance teams function and on the 
structure of the business as a whole.

And who better placed than the 

CFO and finance team, in their role 

as stewards of data, to drive the 

benefits that this technology can 

bring? By curating rich proprietary data 

and reinventing the team to deliver 

comprehensive, real-time insights, CFOs 

are already helping their organisations 

shape strategy, drive growth, reduce 

cost, manage risk and compliance 

better, and ultimately achieve 

sustainable competitive advantage. 

A recent global C-suite study by IBM 

found that 42% of more than 2,000 

CFOs surveyed are operating, building 

or considering a data-driven and digital 

business platform model. 

The areas in which technology 

is being used to optimise finance 

processes and create intelligent 

workflows include financial planning 

and analysis, procure to pay, order 

to cash, fixed asset management, 

record to report, compliance and 

control. In addition, finance leaders 

are collaborating digitally with external 

entities in areas such as treasury 

management and financial reporting. 
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Avonmead won the Small Practice of the Year award, 
collected by managing partner Robert Simpson (centre) 
from host, actor Meera Syall.

Flinder’s founding partner Alastair Barlow (centre) with 
the Mid-sized Practice of the Year award.

practice is run by sole 

practitioner Joan Swain 

FCCA, who says being 

shortlisted has boosted the 

practice’s visibility, both 

with clients and peers. ‘If 

other accountants know 

you’re there, you can make 

alliances,’ she says. ‘Also, 

there’s a chance that at some 

point in the future another 

practice might want to buy 

me out.’

London firm Flinder, with a 

staff of 19, was named Mid-

sized Practice of the Year. 

A provider of accounting, 

consulting and data analytics 

services to fast-growing 

businesses, it has either 

won or been shortlisted for 

a string of awards despite 

only being founded in 2017. 

‘We want to grow at pace, 

we want to be recognised 

as a thought leader, and we 

want to recruit strong talent,’ 

explains founding partner 

Alastair Barlow FCCA. ‘And 

we want to say to existing 

and prospective clients 

that we are innovative and 

committed to customer 

excellence. That’s why 

awards are important to us.’

Barlow emphasises that 

while winning is great, the 

process of entering is even 

more important because it 

offers an opportunity for self-

reflection. ‘It makes you take 

a step back and analyse what 

Reach for the stars
The IRIS Customer Awards 2020 demonstrated how ACCA members and firms 
can benefit through gaining external recognition and raising their client profile

The IRIS Customer Awards 
2020 in February was a 
night to remember for 
several ACCA members 
– and demonstrated the 
value of such initiatives in 
building businesses. 

Launched in 2018 by 

software provider IRIS, the 

awards recognise excellence 

among its customers.

Bristol-based Avonmead 

Chartered Certified 

Accountants won the Small 

Practice of the Year category, 

thanks to its technology 

initiatives, client feedback, 

staff satisfaction and 

impressive business growth. 

‘To win was an incredible 

achievement,’ says Robert 

Simpson, Avonmead’s 

managing partner. ‘It has 

made us very proud and 

hopefully it makes our clients 

proud as well.’

Avonmead entered the 

awards in order to develop 

its brand recognition and 

increase its social media 

presence. The win resulted 

in an immediate uplift in 

social media engagement. 

‘Hopefully it’s reinforcing our 

values and beliefs so that we 

can win more client work and 

attract the right individuals 

to join us,’ says Simpson. 

JMSolutions was 

shortlisted in the Small 

Practice of the Year category. 

The Southampton-based 
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More information

See guidance for entering awards at bit.ly/ACCAawards. 

ACCA comes top at PQ Magazine awards
ACCA scooped two prizes at the annual PQ Magazine awards in London in late February. The 

annual event, which celebrates the achievements of professional bodies, students, employers 

and learning providers, saw ACCA win the Accountancy Body of the Year and the Innovation 

in Accountancy categories (the latter for its wellbeing hub). In addition, ACCA UK marketing 

executives Adam Lipman and Robert Johnson were nominated for best use of social media; 

the judges highlighted their innovative social media campaigning as a key factor behind ACCA 

being crowned Accountancy Body of the Year.

your clients want,’ he says. ‘It 

also helps you to think about 

your people. Are they proud 

to work for the firm? What 

could you do differently?’

Harrow-based Makesworth 

Accountants, which was 

shortlisted in the Client 

Excellence category, also 

has a track record of winning 

and being shortlisted. 

‘Entering awards has 

definitely been a positive 

experience for us,’ says 

founder Sanjay Sah FCCA. 

‘They are external validation 

of the work we do and 

they boost the morale of 

the team, which increases 

productivity and leads to 

higher client satisfaction.’ 

ACCA is partnering and 
exhibiting at Accountex 
London again this year. 

The expo – which takes 

place on 13-14 May at ExCeL 

– focuses on everything 

that is new from technology 

suppliers, with all the big and 

not-so-big software names 

exhibiting. It has an engaging 

and focused CPD education 

programme across 10 themed 

theatres and more than 200 

educational seminars. The 

thousands of visitors will 

include leading accountants, 

finance directors, accounts 

Greg Houston FCCA, chair 

of ACCA’s Aberdeen and 

North of Scotland network 

and associate director of 

Infinity Partnership, has 

a history of success at 

the IRIS Awards. Named 

Accountancy Professional 

of the Year in 2018, he 

was shortlisted for the 

Excelling at Accountex
Accounting and finance’s annual London expo is a who’s who of the profession, 
and ACCA will be there to welcome members and offer guidance

managers, tax professionals, 

heads of IT, bookkeepers 

and sole practitioners, so 

it’s the perfect opportunity 

to network with friends and 

colleagues from all corners 

of the profession.

ACCA sees it as an 

opportunity to engage with 

trainees, members and 

businesses on the challenges 

they’re facing and how it 

can support them. ACCA 

will speak to thousands of 

people, offering technical 

advice, professional insights, 

training options, guidance 

on expanding your finance 

function and more. 

ACCA also has its own 

theatre, with sessions on 

practice growth, pricing, 

commoditising apps and 

wellbeing, among other 

topics, and featuring 

speakers including small 

business expert Carl Reader 

FCCA and Matt Flanagan of 

software provider BlueHub.  

For more information and 

to register for a free pass, 

please visit accountex.co.uk/

london and quote priority 

code ACCA103. AB

same honour in 2020. 

He says awards are 

important because they 

bring recognition to the 

whole team. His advice 

to accountants is: ‘Just 

enter. Whether you win or 

are shortlisted, it’s a 

great opportunity.’

Other awards include 

the British Accountancy 

Awards and the Accounting 

Excellence Awards, both 

supported by ACCA. AB
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Diary date
ACCA’s Annual General Meeting this year will be held on

19 November 2020, in accordance with bye-law 44(a).

Elections to Council
Nominations are now invited for any ACCA members wishing to stand for election 
to Council at the 2020 Annual General Meeting

Council is the governing 
body of ACCA and so has a 
pivotal role in ACCA affairs. 

Council’s remit includes:

* ensuring that ACCA 

operates in the public 

interest and delivers the 

objectives stated in its 

Royal Charter

* setting the overall 

direction of ACCA 

through regular approval 

of ACCA strategy

* ensuring that governance 

structures are aligned to 

the effective delivery of 

the strategy

* engaging with ACCA 

members to explain 

and promote ACCA’s 

strategic direction

* acting on behalf of all 

members and of future 

generations of members 

(today’s students)

* providing an objective 

environment for the 

executive team to 

explore new ideas and 

challenges.

Council and the executive 

team collaborate to devise 

ACCA’s strategy, which is 

then approved by Council. 

Delivery of the strategy is the 

responsibility of the executive 

team, with oversight 

provided by Council via 

the Council Board.  

Council members are 

volunteer custodians, 

elected by the membership 

of ACCA to provide overall 

stewardship as to ACCA’s 

well-being. Council members 

act in the interests of the 

membership as a whole, 

rather than on behalf of 

any particular constituency 

or group. Candidates for 

election to Council come 

from all parts of the world 

holding a wide range of 

senior positions across a 

range of sectors. 

For those wishing to stand 

for Council it is valuable to 

be able to think strategically 

and actively participate in 

strategic decision-making. 

While previous council-level 

experience is not necessary, 

personal and professional 

integrity must be of the 

highest standard. Finally, 

experience has shown that 

those candidates with a 

previous record of engaging 

with and actively advocating 

for ACCA stand a greater 

chance of being elected.

ACCA expects members 

to bring the following skills 

and attributes to Council:

* an ability to take 

a strategic and 

analytical approach 

to issues and to see 

‘the big picture’

* an understanding 

of business and the 

marketplace

* communication and 

networking skills

* an ability to interact 

with peers and 

respect the views of 

others

* decision-making 

abilities

* an ability 

and track-

record of acting 

in an ambassadorial 

role in many different 

environments

* planning and time 

management

* a willingness to learn 

and develop.

Anyone wishing to stand 

must be nominated by at 

least 10 other members in 

good standing. Candidates 

need to supply a head-

and-shoulders photograph 

and an election statement. 

They are also required to 

sign declarations of their 

willingness to comply with 

and be bound by the code 

of practice for Council 

members. Candidates can 

produce a one-minute video 

in support of their election 

statements. The videos will 

be posted on a dedicated 

voting website, together with 

the written statements and 

photographs. Information on 

serving on Council and the 

election process are available 

at bit.ly/ACCA-Elections. 

To register your interest in 

standing for election or for 

more information, please 

send an email to secretariat.

admin@accaglobal.com, 

quoting ‘Council elections’ in 

the subject box. The closing 

date for the submission 

of nominations and all 

supporting information is 

19 August, in accordance 

with bye-law 16. AB 
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On top of what’s hot
In the fi rst in a series on ACCA’s global forums, we explain their role in debating hot 
professional topics and feeding insights into ACCA’s research and infl uencing work

ACCA’s global forums 
bring together experts 
from around the world to 
help ACCA understand 
the key issues, trends and 
developments that are 
affecting the profession. 

‘The forums are effectively 

global groups of experts, 

with ACCA as the super-

connector,’ says Mike 

Suffi eld, ACCA’s director of 

professional insights. 

There are 13 forums, all 

of which will be individually 

described in this and 

forthcoming issues of AB. 

Most focus on a single 

subject area, 

but some (such 

as the ethics 

forum) cut 

across some of 

the other areas. 

During 

the forums’ 

meetings, 

experts from 

business, 

practice, the 

public sector 

and academic 

spheres come together to 

debate hot topics for the 

profession – describing 

what is happening in their 

country or sector and sharing 

problems and solutions. 

ACCA gathers these 

insights and feeds them 

into its technical research 

and professional insights 

work – activity that eventually 

becomes known via ACCA’s 

publicly stated views. ACCA 

is often called on to present 

its views on the development 

of the profession, or to 

comment on wider business 

or society more generally. 

The simple fact that 

ACCA has engaged with its 

members on these topics, 

used their insights to shape 

its research programme, and 

heard members’ opinions 

puts it in a strong position 

to respond to consultations 

or similar calls for input, and 

participate in roundtables or 

contribute to publications. 

As a result, ACCA is able to 

lead the profession, infl uence 

public policy and regulation, 

and shape business practices 

on key issues. 

Education is another 

important area to which 

the forums contribute. 

ACCA is always engaged in 

developing its curriculum 

for accountants. Without 

understanding on-the-

ground developments in 

business, and the realities of 

accountancy practice in the 

many jurisdictions in which 

ACCA is present, it would 

The forums allow 
ACCA to lead 

the profession, 
influence 

public policy 
and regulation, 
and shape key 

business practices
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be impossible to craft and 

deliver a relevant, thorough 

curriculum that truly prepares 

accountants for the world of 

work. The education forum, 

for example, has recently 

discussed how best to instil 

and improve critical thinking 

among accountants as 

machines take over a larger 

part of their work. 

The forums are a crucial 

link between ACCA as 

an organisation and its 

practising members. 

While they are a way of 

reaching out to members, 

participation in a forum is 

a prestigious activity, and 

participants frequently 

become prominent 

advocates for ACCA. This 

advocacy helps it to support 

members better and to 

deliver public value. 

Suffi eld says that ACCA 

is also looking to improve 

the forums. ‘We are always 

looking for ways to make 

them work better: do they 

need updating, do they 

suffi ciently refl ect our 

members’ experiences?’ Two 

commitments are already 

in the pipeline: helping to 

connect forums that are 

discussing cross-cutting 

topics, and bringing the 

chairs of the forums together 

at least once a year. 

‘The forums are an 

invaluable part of our 

external-facing work and do 

so much to shape and focus 

our approach,’ Suffi eld says. 

‘We take them very seriously, 

and that investment pays 

off – we always get great 

insights from them.’

Education forum
ACCA’s Global Forum on 

Education is one of only 

two forums that are run 

from outside of ACCA’s 

professional insights team 

(the other one is the Global 

Forum on Ethics). This, 

says Jane Towers-Clark, an 

ACCA member of staff on 

the group, is because the 

forum is closely linked to 

the development of the 

accounting curriculum. 

The education forum:

* advises ACCA on relevant 

educational matters

* discusses delivery and 

assessment

* contributes to the shape 

of the future qualification

* supports ACCA’s global 

learning community

* ensures changes in 

the world of work are 

reflected in the ACCA 

curriculum.

The forum has a range 

of representatives from 

locations such as Sri Lanka, 

Bahrain and the US, and 

holds three forums a 

year that accommodate 

participants’ time zones. 

‘There are more academics 

on this forum than any other, 

so it is a rare opportunity 

to blend the perspectives 

of academic research with 

pragmatic perspectives from 

practice and industry,’ says 

forum chair Kenneth Henry. 

During its past few sessions 

the forum has discussed the 

changing the profession, 

including the impact of 

technology, and how to 

attract people to these 

evolving roles. The forum 

has also been discussing the 

teaching of sustainability 

and the accountant’s role 

in addressing the climate 

emergency, including 

incorporating aspects of 

accounting for sustainability 

into the ACCA curriculum. 

Audit and assurance
The Global Forum on Audit 

and Assurance is, says its 

ACCA staff representative 

Antonis Diolas, a productive 

gathering. ‘We want practical 

insights, and the forum 

allows us to test ideas for 

our research.’ Before ACCA 

begins a piece of research 

into an area of audit and 

assurance, it runs the outline 

past the forum, which helps 

it ask the right questions. 

Debate in the forum also 

helps ACCA develop its 

consultation responses. 

Diolas cites the International 

Auditing and Assurance 

Standards Board’s discussion 

paper on the audit of less 

complex entities: ‘There was 

constructive disagreement in 

the forum on the appropriate 

way forward, and this was 

refl ected in our response 

where we set out the pros 

and cons of each proposal.’ 

Because the audit forum 

allows senior professionals to 

give their personal views, as 

well as their organisations’, 

ACCA gains insight into 

the range of opinions, and 

ideas that may be seen as 

radical at an institutional 

level can be discussed. The 

audit forum, like most of 

the others, offers two time 

slots for each meeting to 

suit members in different 

time zones, and each forum 

member provides an update 

from their jurisdiction so 

that the group gains a broad 

global view before diving 

into more specifi c issues. AB

The forums
ACCA’s 13 global forums are:

* Accountancy Futures 

Academy 

* Accountants for business  

* Audit and assurance

* Business law  

* Corporate reporting

* Education 

* Ethics 

* Governance, risk and 

performance

* Public sector 

* SMEs 

* Sustainability

* Taxation

* Technology.
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The right direction
ACCA has launched its latest theme, the purpose of the 
accountancy profession, asking what it means to members

We’re in a time of great 
change. Digital innovations 
are tearing down borders 
and revolutionising 
business models. Society 
is demanding action on 
sustainability, inclusion and 
accountability. Success 
is no longer just about 
profit – it’s about purpose, 
too. The global language 
of business is evolving 
as the world navigates 
these big changes and the 
uncertainty, opportunity and 
transformation they bring.

With the foundations of 

trust, ethics, integrity and 

expertise, the accountancy 

profession has long been a 

vital creator of opportunity 

and a cornerstone of 

thriving societies. But with 

these groundbreaking 

developments and 

shifting societal values, 

we too must ask: what’s 

the purpose of the 

accountancy profession 

now and in the future, 

and what does it mean 

to members?

Over the next three 

months ACCA will be 

discussing the purpose of 

the profession. We want to 

hear what members think 

and are hosting a global 

conversation to find out. 

ACCA will also offer a range 

of resources, including a 

video and a new report with 

insights into the purpose 

of the profession and what 

makes a purposeful society, 

which we’ll showcase in AB 

in coming editions. Visit 

accaglobal.com/purpose. AB
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Corona effect
Finance directors come to the fore 
when cashfl ow slows to a trickle 

Green disclosures
Accountancy’s latest contribution 
to the sustainability effort 

Off-payroll pain
Will the contractor pool shrink 
as IR35 extends to freelancers?

Funny old game
Chief executive of Walsall FC Stefan Gamble 

on turning a profi t on and off the pitch
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