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Welcome
The personal and professional upheaval caused by the Covid-19 pandemic may help
us to focus on what our true purpose is and prepare us for our crucial future roles
As I write, most of the world is in some

change forever the way businesses

form of lockdown – in isolation or with

operate, including their relationships

restricted movement – with many of us

with banks, governments, employees

coping with the unfamiliar territory of

and each other. We look at the

home working while managing family

pressures some practitioners are under

demands. Over the next few months,

from clients seeking government rescue

the global health crisis will rapidly

packages (page 48). On page 40 we

unfold, leaving a devastating cost in its

look at the longer-term implications for

wake and disrupting the ebb and flow

stock markets and, on page 42, the key

of daily life.

impacts that companies should consider
communicating to shareholders.

Change – especially when so

Our main interviews took place before

unexpected – can make us question
what we hold dear. It may stoke our fears

the pandemic took hold in the UK.

and make us want to turn inwards, but it

Nonetheless, Matt Dolphin FCCA, FD

can also encourage resilience, courage

at Greater Anglia (page 12), and Robert

and resourcefulness. It is at times like

Butler FCCA, CFO of Alzheimers’

these – when our purpose is tested –

Society (page 58), offer fascinating

that we find out who we truly are. Many

insights into how two very different but

of you will be busy supporting clients

equally valued entities operate.
In such a fast-moving landscape, it

or ensuring the business you work for is
as financially sound as it can be. When

is a challenge to provide up-to-date

we emerge from this crisis, professional

guidance in print, so for real-time

accountants will play a crucial part in the

coverage of key issues, do visit ACCA’s

restoration work to come.

microsite at accaglobal.com/covid-19.
Stay safe.

In this issue, you’ll find a number

AB

of articles on the impact of Covid-19,
including our feature on page 20

Jo Malvern, editor

looking at how the pandemic could

joanna.malvern@accaglobal.com
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With much of the world’s
population on Covid-19
lockdown, New York’s
normally busy Brooklyn
Bridge lies empty in the
wake of social distancing
to stop the spread of
the virus. Global tourism
has experienced a
sharp downturn.

One of the most
popular sections of the
Great Wall of China
reopens. The Badaling
Great Wall is admitting
tourists following weeks
of lockdown due to
Covid-19. Tourists must
have their temperatures
taken before entering.

Flags of the countries
affected by the
spread of Covid-19
are projected onto
the iconic Christ the
Redeemer statue in
Rio de Janeiro, Brazil.
Messages of support
have also been projected
onto the 38m monument.

Quarantined Italians join
in the national anthem
from their balconies in a
show of solidarity during
the Covid-19 pandemic.
Other countries have
followed suit, and many
show thanks to healthcare
workers in daily tributes
of applause.
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News in brief
This edition’s stories and from around the world, as well as a look at recent
developments and issues affecting business and the finance profession

Covid-19 news and guidance
Covid-19, the dominating concern for most members at the
moment, is such a fast moving picture that AB cannot provide
updates on short-term issues in print. For guidance updated in
real time, please visit accaglobal.com/covid-19.

Reporting on hold

IR35 reform delayed

regulators to enable banks

‘whatever is necessary’ to

Corporate reporting has

IR35 reforms for the private

to concentrate on economy

restore economic confidence

been placed on hold

sector have been delayed

rescue measures, including

and protect jobs during

while the coronavirus crisis

by the government until

the freeing-up of additional

the Covid-19 pandemic. In

continues, the Financial

next year. Nigel Morris,

funds to borrowers.

a pledge of united action,

Conduct Authority (FCA)

employment tax partner at

has announced. Temporary

MHA MacIntyre Hudson,

Warning on crisis

coordinate public health

relief of an additional two

responded: ‘The government

The Covid-19 crisis will

measures, restore confidence

months was given to listed

remains committed to

trigger a global recession

in the economy, support

companies needing extra

introducing this policy to

probably worse than the

global trade and investment,

time to complete audited

ensure people working like

financial crisis of 2008/09,

and encourage cooperation

financial statements. But

employees, but through

the International Monetary

in scientific research to

companies will continue

their own limited company,

Fund (IMF) has predicted.

mitigate the shocks of

to be subject to market

pay broadly the same tax

It is willing to deploy

the virus. They urged the

abuse regulation and

as individuals employed

US$1 trillion in emergency

importance of coordination

fulfil obligations related

directly. This is very good

lending, focused on the

among international

to disclosure and inside

news for potentially affected

weakest economies with the

organisations – including

information. The Financial

businesses, who have more

least financial and healthcare

the IMF and the World Bank

Reporting Council (FRC)

than enough to focus on

resilience. Based on previous

Group – to support countries

published guidance for

managing the impact of

experience, it expects that

worldwide as part of a

companies preparing

coronavirus. The delay will be

a third of financial losses will

coordinated global response.

financial statements, and a

a relief and provides some

stem from deaths, workplace

bulletin for auditors outlining

welcome breathing space.’

closures and quarantines,

Rise in fraud

new working practices if

See also page 68.

with two-thirds of losses

Fraudsters are taking

stemming from changes

advantage of the Covid-19

usual forms of management

8

leaders said they would

and control are disrupted.

Basel III delayed

to consumer and business

crisis by launching new

Companies were also told

Tougher capital requirements

behaviour and the tightening

scams, according to a

by the FRC that there will be

for banks that complete the

of financial markets.

warning issued jointly by

flexibility over requirements

implementation of Basel

for the holding of AGMs.

III have been delayed by a

G7 pledge

the Home Office and the

They have been given an

year to 2023, in response to

A statement from G7 leaders

City of London Police.

additional three months by

the coronavirus emergency.

has said that the group of

Scams include false offers

Companies House to file

The move was agreed

the wealthiest and most

of medical supplies, loans

their accounts.

by central banks and

powerful nations will do

and investments, along

the National Crime Agency,
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with attempts to access

as ‘exceptional’, where

change to generate an

than half a million paper

pension savings. There has

individuals are unable to

additional £1.8bn in tax

returns. Taxpayers will still

also been a rise in scam text

return home overseas as

revenues by 2024/25.

be able to file a paper return

messages, falsely claiming

a result of the Covid-19

to be from government

outbreak. Alex Foster,

Paper returns end

have to request a paper form

departments and banks.

partner at RSM said: ‘In the

HMRC is to stop

from HMRC, or download it

Graeme Biggar, director

UK, the statutory residence

automatically sending paper

from the HMRC website.

general of the National

test to determine whether

self-assessment returns, in

Economic Crime Centre,

an individual is a UK tax

an attempt to encourage

EY appointment

said: ‘Criminals are

resident is largely dependent

taxpayers to use online

Hywel Ball has been

exploiting the Covid-19

on days spent in or outside

services and to reduce the

appointed by EY as its

pandemic to scam people

the UK. We would hope that

use of paper. Last year, 94%

managing partner for the UK

in a variety of ways and this

a sensible interpretation

of HMRC’s customers filed

and Ireland. He succeeds

is only likely to increase.

of the individual’s

their returns online, yet

Steve Varley, who has been

We need individuals and

circumstances will prevail in

HMRC still sends out more

appointed as EY’s first global

businesses to be fully aware

these unprecedented times.’

if they choose, but they will

and prepared.’

Support to councils

Digital tax target
Chancellor Rishi Sunak has

The government has

confirmed that the UK is

pledged to provide financial

proceeding with the digital

and practical support to

services tax (DST), with the

councils as they struggle

aim of raising £500m a year.

to deliver social care and

The tax will be levied at 2%

other core services amidst

on revenues from UK users

the Covid-19 crisis. Some

of large providers of social

£2.2bn of funding to local

networks, search engines

authorities will support small

and online marketplaces.

businesses that already pay

Adoption of the tax is in

little or no business rates

defiance of demands from

because of small business

US president Donald Trump

rate relief. In addition,

to drop it, with threats that it

business rates retail discount

will complicate negotiations

relief will be extended

for a free trade deal.

for one year to 100% and
will also cover the leisure

Entrepreneurs’ relief

and hospitality sectors.

Entrepreneurs’ relief on

Some £500m of temporary

capital gains tax liability

support for local authorities

over their lifetime has been

Digital transition accelerates

has been announced, with

cut from £10m to £1m. The

Fears that cash can carry the Covid-19 virus has accelerated

the intention that most of

move was announced by

the transition to digital payment systems. China, South

this will be passed on in

chancellor Rishi Sunak in the

Korea and the US Federal Reserve have all taken steps to

England as council tax relief.

Budget. He argued that in

disinfect bank notes, while the US Federal Reserve also placed

its previous form the relief

consignments of dollar bills repatriated from Asia and Europe

Tax residency

was ‘unfair’, and ‘expensive’

into a 10-day quarantine. The National Payments Corporation

HMRC has announced

at £2.4bn a year, and that

of India told businesses to ensure they have the capacity to

that it is willing to

three-quarters of the benefit

process electronic payments and urged consumers to switch

consider breaches of tax

was shared by a mere 5,000

to digital systems to avoid touching cash.

residency arrangements

taxpayers. He expects the

May 2020 Accounting and Business

UK_N_newsinbrief.indd 9

9
01/04/2020 12:59

vice chair for sustainability.

FRC says in its report The use

according to a report

that subsidiaries of MNCs

Alison Kay will fill the newly

of technology in the audit

published by Grant Thornton

headquartered in countries

created role of UK and

of financial statements. But

and Ownership at Work. The

with a worldwide tax system

Ireland managing partner for

the capacity of auditors to

sector has a combined £30bn

may be disadvantaged

client service, responsible for

use supportive technologies

annual turnover. Factors

compared to subsidiaries

leading the overall market

depends on whether

helping to drive improved

of MNCs headquartered in

activity and service line

audit clients have robust

productivity include two-way

countries with a territorial

delivery. Ball has been with

IT infrastructure enabling

accountability, increased

tax system because of the

EY for more than 35 years,

audits to extract data to

employee responsibility,

taxes that apply to dividend

a partner for over 20 years

challenge management.

employee engagement in

repatriations under a

and was a member of the

The report found that the

meeting financial targets and

worldwide tax system,’ said

auditors’ advisory group

most prevalent uses of data

profit-sharing. The report was

Dr Saskia Kohlhase, one of

for Sir Donald Brydon’s

analytics in audits include

authored by management

the authors of The effect of

independent review of

examining high volume, low

writer Stefan Stern.

a worldwide tax system on

the UK audit market. The

judgment transactions such

appointments take effect

as revenue testing.

tax management of foreign

MNC ‘advantage’

subsidiaries. It was published

Multinationals companies

by the Rotterdam School

Employee ownership

(MNCs) operating in

of Management, Erasmus

Employee-owned businesses

countries with a territorial

University and Erasmus

Data analytics and other

‘demonstrate exceptional

tax system are at an

School of Economics.

advanced technologies can

productivity, performance

advantage, according to

improve audit quality, the

and employee engagement’,

a recent study. ‘We found

from 1 July.

Tech and audit
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Shocks to the system
Rare, unexpected events, known as Black Swans, have a serious impact on share
markets. How do the effects of historical events compare with those of Covid-19?
More information

Market sensitivities

Find more analysis on the Visual Capitalist
website, at bit.ly/AB-blackswan.

The effect on the S&P 500 of Covid-19 is compared with
other events from 1 October 1973 to 18 March 2020,
mapping their downturn and the time taken to recover.
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‘We are in an
environment
that matters to
people. We are
a fundamental
service that’s
important to
the nation’
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Between the lines
Greater Anglia FD Matt Dolphin FCCA describes the challenges of running the
finances of an award-winning train operating company (interviewed before Covid-19)

M

company (TOC) Abellio East Anglia, faces

2018

fact that passenger numbers have not

numerous challenges, from ongoing

FD, Greater Anglia

performed as expected. ‘We have seen a

att Dolphin FCCA, finance
director of Greater Anglia, the

i

organisational and commercial frameworks

CV

for the UK’s rail system.
Greater Anglia is itself burdened by the

trading name of train operating

shift with the digital economy and more

contractual challenges in the industry, to
the late delivery of new trains. And this

2016

people working from home,’ Dolphin says.

even before Covid-19 significantly affected

Interim FD roles, including

Unfortunately, the DfT imposes a Central

the UK, when this interview took place.

at Arriva Rail North

London Employment (CLE) mechanism,
based on assumed growth in passenger

Dolphin has wide experience of the
sector. Although he has been in the hotseat

2012

numbers, requiring Greater Anglia to make

at Greater Anglia for less than two years, he

Various roles at British

substantial payments. ‘The CLE doesn’t

has spent around 20 years in transport, with

Airways, inc FD, Gatwick

really work for us because we are paying
a profit share that doesn’t exist,’ Dolphin

senior positions in FirstGroup, Go-Ahead,
British Airways and Arriva.
He joined Greater Anglia after its new

2006

says. ‘But we are contractually obliged to

FD, Go South Coast

pay. So we are not very happy about it and
are in discussions. We are roughly an £800m

franchise, which runs to 2025, had been
agreed. The company provides intercity,

1999

business that breaks even. We might make

commuter and rural services throughout

Various roles at First Group,

a small profit if we weren’t paying £20m a

Essex, Suffolk, Norfolk, Cambridgeshire

inc FD, First Essex Buses

year in CLE.’

Express service. It operates 1,300 train

1998

contractual areas’ like the CLE and

services a day and is active at 133 stations.

FD, Geodis Overseas

sustained poor performance (SPP) interest

The intellectual challenges of ‘big

and Hertfordshire, including the Stansted

Dolphin. So does the political aspect of

And in March it was awarded Train
Operating Company of the Year.
Running a TOC is hugely challenging.

1994

working in a national utility. ‘We are in an

FD of MBI MBO

environment that matters to people,’ he
says. ‘We are a fundamental service that’s

‘The way the rail franchising business in this
country works is bonkers,’ Dolphin says. ‘It’s

1990

generally accepted that it’s a bit of a broken

Trainee at Wem & Co

process.’ TOC bids are based on guesses

Chartered Accountants

about factors such as how passenger
demand will develop in coming years. Some
bid too high in their desire to win.
Dolphin accepts that it’s hard for the Department for

important in the nation.’

Norwich in 90
Seeking to satisfy customer expectations,
Greater Anglia is in the middle of a £1.4bn

investment programme. ‘We are changing every train on the
network,’ Dolphin says. The TOC is bringing in 58 Stadler

Transport (DfT) to resist such over-optimistic sums given

trains capable of running on both diesel and electricity

the need to maximise taxpayers’ money. ‘If someone is

(pictured right and on the front cover). It’s the first time these

bidding a billion pounds more than somebody else, you

particular trains have been used in the UK.

might be tempted,’ he notes. But as the experiences of

‘We have about half of them at the moment,’ Dolphin says.

Virgin East Coast and Northern show, if companies don’t

‘They are running in East Anglia out of Norwich. One or two

generate the returns they hoped for, they may have to give

are doing the intercity route Norwich to London Liverpool

the franchise back. Hence the Williams Rail Review (whose

Street. We now have a service called “Norwich in 90” – you

findings are awaited) to recommend the most appropriate

can go from Norwich to London Liverpool Street in 90 minutes.
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Basics

£800m
Greater Anglia’s 2019
annual revenue

85 million
Passenger journeys on
Greater Anglia trains in 2019

>1,300
Train services operated
per day

>3,000
Employees

I was on the first one. It was actually

cost-cutting exercise that everybody

three minutes early.’

got on board with. There was some

Greater Anglia is also waiting for
111 new trains from Bombardier.
These are larger capacity commuter
trains intended to provide mainline
services out of London Liverpool
Street to key destinations such as
Norwich and Southend. The trains
are a year late. This is ‘immensely
frustrating’ for Dolphin, not least
because the trains’ greater capacity,
speed and reliability were factored

‘ACCA’s seven
quotients are
spot on. We’re
using them as a
benchmark – if
you want business
partners, do you tick
these boxes?’

into the franchise bid.
As well as investing cash, Dolphin

14

cultural challenge around that and
some difficult decisions. We now
have fewer people working in the
organisation.’ Around 100 roles
were taken out from backoffice and
management jobs.

Future finance teams
Dolphin’s own role is a broad
one. Alongside finance, his
responsibilities include IT,
procurement and track access.
Some 50 people report to him

is also looking for cash savings. In 2019, he set himself and the

across those areas. ‘I would never class myself as a technical

organisation the challenge of reducing costs by £32m. ‘We

accountant,’ he says. ‘Fundamentally, I think it’s all about

actually took out about £36m,’ he says. ‘We went through a

people.’ As a result, he’s working with the Abellio CFO on

Accounting and Business May 2020
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Tips
‘Networking is immensely powerful. Doing this
face-to-face is important, but with social networks
like LinkedIn, it’s so much easier than it used to be to
build and maintain contacts.’

*

‘Keep your LinkedIn information up to date – all the
recruiters use it. Make sure it’s super professional –
with a professional photograph, using keywords in
your profile. It’s your shop window. It’s your brand.’

*

‘Be the ACCA seven quotients. As ACCA members,
there’s plenty of material online that enables us to
build our skills. You can read the material while you’re
sat on a train. Constantly upskilling yourself keeps
you relevant.’

*

‘Have another interest in life. I talk a lot about
balance. Don’t get completely consumed by the
world of work – it’s not everything.’

member in November 2019. He’s been involved in various
ACCA research projects and is a fan of the seven quotients
(bit.ly/ACCA-quotients). ‘They’re spot on,’ he says. ‘We’re
using them as a bit of a benchmark within Abellio. If you
want business partners, do they tick these boxes? Are they
thinking about digital technologies? Do they have an eye to
the future? Are they thinking about how to use blockchain
what the wider organisation’s future finance teams should

and BI [business intelligence] or are they still stuck in

look like. ‘At Greater Anglia, we refocused the finance

yesterday’s debits and credits? Do they have emotional

analysts who were working in the business and upgraded

intelligence? Can they make a connection with somebody

them to finance business partners,’ Dolphin says. ‘That’s

and start to influence thinking?’

meant changing some people and upskilling others and

Dolphin is a mentor for ACCA members, students and

shifting their focus, making sure they are working more

participants on the Aston Business School MBA programme,

collaborativley, are embedded in the business and have the

from where he gained his own MBA. ‘Part of it was

skills to communicate and influence.’

intellectual, but it was also about building connections,’ he

In December 2019, Dolphin expanded his responsibilities

says. ‘You’re on a course with people from around the world

by becoming head of group procurement for the whole

who will go on to do amazing things. That’s more powerful

of the UK Abellio Transport Group, which has five TOCs.

than a module on marketing.’

‘Abellio in the UK is probably a £2bn turnover business,’ he

Back to Dolphin’s cheery persona, which perhaps stems

says. ‘If it was listed on the FTSE, it would be a FTSE 250-sized

from his strong belief that there’s lots more to life than

company. So are we leveraging our power? We set up a group

work: ‘Balance is important,’ he says. ‘I was a special

procurement team about a year ago and we’re focusing this

constable for eight years and I learnt to dance a few years

year on how to leverage that.’

ago, just for fun.’

AB

If Dolphin wasn’t busy enough at Greater Anglia, he has
other demands on his time. He became an ACCA Council

Sarah Perrin, journalist
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Into the unknown
Could there be a more optimum time to publish a book on making decisions for an
unknowable future? Robert Bruce examines the economic truths in just such a tome
Time off

With hindsight, there has probably

Listen to Robert Bruce’s podcast
on mandatory sabbaticals in
professional services firms, at
accaglobal.com/abpodcasts.

not been a better time in the last 70
years to publish a book called Radical
Uncertainty: Decision-making for an
unknowable future.
The explosion of a global pandemic
is probably the perfect point to release

You can’t, he would argue, make models

such a tome into the public arena.

to make decisions about the real world.

Written by John Kay and Mervyn King,

And you can’t quantify uncertainty

it does, like the virus, turn the world – in

and so price it easily and feel that you

this case of economics and business –

have tamed it. As they say in the book:

upside down.

‘While there are some problems for

They have seen a bit in their time. Kay

which the quantification of probabilities

has been a distinguished economist for

is an indispensable guide to solutions,

years. King was governor of the Bank

most decisions in business, finance,

of England. They last collaborated on

politics and personal development, and

a publication, on the British tax system,

their outcomes, are too complex and

some 40 years ago. They have a wealth

imprecisely defined to be approached

of experience. And a bit like their book

in this way. They are subject to radical

on the tax system, the lesson is that,

uncertainty.’ And that is the heart of it.

in this case, it is the economic system

So how did we get into this mess in

that is broken. In particular, they are

the first place? Kay and King take us

gunning for the way that what they see

back a hundred years to a time when

as mistaken certainties have come to

Frank Knight was in his prime at the

dominate the world of business and

University of Chicago and John Maynard

economics.

Keynes bestrode the Cambridge scene

Going back many years, in part they

in the UK. Both argued that uncertainty

reflect my own humble run-in with

could not be pinned down but, over the

economics. I dropped it from my degree

years, the allure of a quasi-mathematical

studies after a year. I simply didn’t see

basis proved more attractive.

the sense of trying to say that a rule
of economics was true when it was

Pricing risk

dependent on a whole raft of other

By the time Milton Friedman came

unlikely occurrences. Or as Kay and King
argue, economic models don’t work like
the physical world where a verifiable
scientific structure is in place. But
people want them to.
When Kay ran an economic
consultancy, he will tell you, the people
who came to him wanted a quasiscientific certainty that wasn’t possible.

16

‘Radical uncertainty
must be erased
from the picture
because it cannot
be measured and it
cannot be priced’

to dominate the Chicago School late
in the last century, the game was up.
People, particularly in business and
finance, preferred certainty however you
invented it. As King and Kay say in the
book: ‘Risk is no longer feared because
it is priced and has been accepted in
return for its price. And risky assets
are simply commodities to be bought
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Marlon Brando and Frank Sinatra
in the 1955 film of Guys and Dolls,
evoked by Kay and King in their
book Radical Uncertainty.

An earful of cider

that economic models don’t work like

John Kay and Mervyn King quote from Damon Runyon’s Guys and Dolls to make

the physical world and plan with an

the point that you don’t bet when you think the other side knows more than you do.

acceptance of the existence of

‘“Son”, the old guy says, “no matter how far you travel, or how smart you get, always

radical uncertainty. The years of

remember this: someday, somewhere a guy is going to come to you and show you a

focusing on, as Kay would put it, ‘bogus

nice brand new deck of cards on which the seal is never broken, and this guy is going

quantification’ may be coming to an

to offer to bet you that the jack of spades will jump out of this deck and squirt cider

end. The sensible answer to questions

in your ear. But son,” the old guy says, “do not bet him, for as sure as you do, you are

about prediction, he would say, is: ‘I

going to get an ear full of cider.”’

don’t know’. And that would prove a
much more illuminating starting point.
‘Within the context of a secure reference

and sold just like soap powder and

from the picture because it cannot be

narrative, uncertainty is to be welcomed

motorcars, and like these commodities

measured and cannot be priced.’

rather than feared,’ says Kay.

risks will end up in the hands of those

But what we see around us, from virus

most willing and able to buy them.

control to basic business, is the failure

Robert Bruce is an accountancy

Radical uncertainty must be erased

of prediction. Far better to accept

commentator and journalist.

AB
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A fool’s errand?
Making predictions in the Covid-19 crisis is proving more difficult than ever. Profit
forecasts should be taken with an even bigger dose of salt than usual, finds Jane Fuller
‘It’s tough to make predictions,

for the past couple of years in Europe

especially about the future.’ So said the

and elsewhere), and ASU 2016-13, now

baseball-playing sage, Yogi Berra.

being implemented in the US – or not,

But participants in capital markets are

if banks take advantage of the option

brought up on the credo that ‘timely,

to delay. With policy focused on the

robust, and complete information

last crisis, the rules were designed to

is essential to functioning markets’,

combat delayed recognition of loan

as the US Securities and Exchange

losses by switching from an incurred to

Commission (SEC) puts it in disclosure

an expected loss model.

guidance published on 25 March.

Now the forward-looking approach

European counterparts are more

is undergoing a severe stress test. The

relaxed about the ‘timely’ part, so UK

models require economic forecasts to

clothes retailer Next is to be applauded

be fed in – what should those be? The

for a prompt attempt (19 March) to look

European Central Bank recommends

into the crystal ball.

that ‘institutions give a greater weight to

Chief executive Lord Wolfson makes

long-term stable outlook evidenced by

clear that the threat posed to the

past experience when estimating long-

company’s supply is dwarfed by ‘the

term expected credit losses’.

potential impact on demand’.

What about the ‘rebuttable

Next modelled three scenarios for

assumption’ that payments 30 days

a 12 to 24-week pandemic. Declines

past due spell a significant increase in

in full-price sales range from 42% to

the risk of default? We are now deep

53% for the affected period, with a hit

in rebuttal territory, justified by a level

of up to 25% for the full year – more

of government support that would

than £1bn.

have been unimaginable before the

Mitigation measures include stopping

pandemic struck.

share buybacks, cutting capital

There are some positive lessons from

spending and, ‘if necessary’, deferring

all this. One is that profit forecasts

the August dividend.

should be taken with an even bigger

What of the banks? Thanks to
reforms since the financial crisis, their
balance sheets are in much better
shape to absorb losses. And regulators
can enforce capital conservation via
dividend and bonus cuts. But losses
there will be as the fall in demand
squeezes the finances of businesses
and households, sometimes to
bursting point.
This was not foreseen by accounting
standard-setters when formulating
IFRS 9, Financial Instruments (in force

18

dose of salt than usual.

The forwardlooking approach
is undergoing a
severe stress test.
The models require
economic forecasts
to be fed in – what
should these be?

Another echoes the message of John
Kay and Mervyn King in their book,
Radical Uncertainty (see also page
18): we cannot imagine all possible
outcomes, and assigning probabilities
to future events may be a fool’s errand.
We are re-learning how to live with the
idea that we just don’t know.

AB

Jane Fuller is a fellow of CFA Society
of the UK and co-director of the Centre
for the Study of Financial Innovation.
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A sustainable future
The uncertainty created by Covid-19 has raised many questions about the ability of
organisations to survive. ACCA, for one, is ready to respond, says president Jenny Gu
Covid-19 has caused all of us to look at
our world in a new light.
We already knew that the pace of
change was shaping a new reality. Of
course we were happy that globalisation
and the mass movement of peoples
created more trade, more production,
more prosperity and raised many millions
out of poverty. But if goods, ideas and
human beings can move around the
world at speed, disease can too, and
the spread of this virus is a terrible
by-product of progress. It has tested
all of us, as well as the resilience of
organisations. It has raised important
questions about their readiness to survive
and thrive in the most difficult times.
I have asked myself this question,
and I can say that we need flexibility,
ingenuity and purpose to prevail – in
the face of pandemics or anything else
that the 21st century throws at us. I
am confident in saying that because,
while we were responding to the urgent
demands of the moment, we were also
preparing to publish our Strategy to
2025. You can read more about it in this

purpose’) and in all our other channels,

we have reaffirmed our commitment

edition (see ACCA section, ‘ACCA’s

but I can promise that it sets out a clear

to making ACCA the most open, the

plan to navigate our uncertain future.

most forward-looking, and the fairest

It unites the global ACCA community

We need
flexibility,
ingenuity and
purpose to
prevail in the
face of anything
the 21st century
throws at us

professional body in the world, and that

behind our common purpose – we’re

inclusion and diversity form twin pillars

a force for public good. We lead the

strengthening our Strategy to 2025.

global accountancy profession by

Countless people across ACCA – me

creating opportunity. We then have our

and fellow Council members included –

three values of inclusion, integrity and

have poured their energy and expertise

innovation. And we retain our vision to

into its production, and it stands as a

2025 – to be number one in developing

priceless guide to action. I am proud

the accountancy profession the world

to be ACCA president as we begin this

needs. No organisation can hope to

new chapter.

AB

flourish unless it is built on a sustainable
vision of the world that brings people

Jenny Gu FCCA is chief executive officer

with it. That’s why I am thrilled that

at Richemont China.
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Agility beats fragility

Business’s response to Covid-19 should focus on actions that reward staff and
customer loyalty now so that they can quickly get back on their feet, says Jane Fuller

W

e all tend to look through the rear-view mirror

IFRS 9, Financial Instruments, to expected credit losses. The

in a crisis. Applying lessons of the great

latter have entered this downturn with more than three times

financial crisis (GFC) of 2007-09 to the current

as much equity as they had before the GFC.

one induced by the spread of Covid-19, the narrative might
go like this.
In the run-up to the GFC, many European banks had upped

The bad news is that this crisis is different because it is
located in the non-financial engine of economic growth – in
interrupted supply and fall in demand. Even with banks better

their leverage (total assets:equity) to 30 times or more. This

equipped to keep lending than in the GFC, bankruptcies are

meant a fall in asset values – which duly came in property-

likely to rise among the corporate ‘precariat’. More widely,

related form – and rapidly threatened to wipe out that loss-

remedial action will include cutting dividends, investment and

absorbing capital. The lack of a safety net was exposed.

pay, both per head and the number of heads.

The current pandemic has done much the same for nonfinancial businesses. Like banks in the GFC, many are highly

Supply shock

leveraged – as witnessed by the proliferation of BBB-rated

Trouble first arose in supply chains. Just two months into the

bonds, sitting just above junk, and by soaring dividend yields

spread of the virus, data supplied by the US company Resilinc

that portend cash-conserving cuts.

showed how dependent the world’s largest companies –

The good news is that central banks and other banks were

20

particularly in the industrial and electronic sectors – were on

ready for this. The former have been quick to provide liquidity

suppliers in quarantined parts of China, South Korea and Italy.

and to exercise forbearance, including in the application of

This has exposed the lack of logistical safety nets.
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Savings made on holding parts in stock are substantial
until their absence stops production. And the deals

conspicuous consumption and instead lauded frugality, which
‘inadvertently worsened the Depression’.

driven with a single supplier look like bargains until that
source is interrupted.

It is possible to find some positive messages in all this, but
they involve a different way of thinking about business and

Many companies may not even be aware of their exposure.

government’s role in it. An example of a company adapting

Peter Guarraia, a partner at Bain, and Lora Cecere, founder of

quickly to changing conditions is LVMH, which turned a Dior

Supply Chain Insights, told the Financial Times that up to two-

perfume factory into the maker of hand sanitisers – and

thirds of executives lacked knowledge of items in the chain

donated the output to Paris hospitals. This will cost short-term

beyond the first tier of suppliers, or of the location of second

but is a marketing coup that should help sales in the longer run.

or third-tier suppliers.

Innovative businesses serving public health are benefiting

Coming on top of trade tensions, the supply shock is

more directly. In South Korea, biotech companies quickly

likely to accelerate managements’ re-assessment of the

developed tests for Covid-19. Production was ramped up to

risks of managing far-flung activities. Apart from amplifying

enable up to 20,000 people a day to be screened, often via

questions about globalisation, it may provide impetus to

drive-ins, free of charge.

regionalisation – exemplified by last year’s enactment of the

A long game

Africa Continental Free Trade Area.
The issue overlaps with concerns about companies’

The lesson is that managements with the bandwidth to think

environmental and social impact. It will not do for

about anything other than cost-cutting and bank covenants

managements to say they don’t know what is happening in

should focus on actions that reward staff and customer loyalty

all the tentacles of their business. How can all the questions

now, and this will stimulate sales to new customers later. But

about carbon footprint be answered if they do not know where

while prioritising sales makes the best sense, it will come at

the footprint is? Social factors are even less well measured.

the expense of profit margins. This is a long game.

S&P Global’s ESG Insider podcast, ‘The problem with social

Another big change is in the relationship between business

audits’ (25 November 2019), exposes the inadequacy of tick-

and government. No-one will be quoting former US president

box approaches to covering reputational risk.

Ronald Reagan: ‘The most terrifying words in the English

But as governments have reacted to the pandemic by

language are: “I’m from the government and I’m here to

ordering businesses to close, the shock to demand has

help”.’ Franklin D Roosevelt’s New Deal is more the model.

become the bigger threat. Bear in mind the importance

Several governments have promised to subsidise up to 80% of

of the service sector in many economies. According to an

workers’ wages. Others were considering universal donations

International Monetary Fund blog in March, activity in both

to households, in addition to tax holidays.

manufacturing and services in China declined dramatically in

The quid pro quo is that just as banks became vehicles of

February. But while the impact on the former was comparable

public policy after the GFC, so will non-financial companies

to the start of the GFC, ‘the decline in services appears larger

become more obliged. Whether it is in retaining workers,

this time – reflecting the impact of social distancing’.

reducing carbon emissions or policing human rights,

The trouble with lost service

the purpose of business is

revenue is that it is less easy to

becoming more diffuse. To cope,

catch up. Lost visits to restaurants

managements should consider

and cinemas, or flights to holiday

making other activities – from supply

destinations, are not like a

chains to financing arrangements –

manufacturing backlog. They are
gone. This makes a V-shaped
recovery less likely.
Another risk is that people will
get out of the habit of spending,
as happened in the US during
the 1930s Great Depression. The
latest book by Robert J Shiller,
Narrative Economics, chronicles
how the public mood turned against

more simple, even if this is not the

Companies should
consider making
activities more
diverse, even
if it’s not the
cheapest option

cheapest option. And they will need
to retrofit some slack in the system,
at the expense of optimal efficiency.
RIP Jack Welch.
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Jane Fuller is a fellow of CFA
Society of the UK and co-director
of the Centre for the Study of
Financial Innovation.
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Dynamically digital
A shifting technological landscape requires finance professionals to continually adapt
and extend their skills to support the commercial potential of digital transformation

T

he race is on. Digitalisation is reshaping the world

models are evolving and becoming more customer-centric;

and ‘the key to winning the race is not to compete

and organisations are investing significant resources in digital

against machines, but to compete with machines’,

transformation. ‘Technology evolution will continue, but at a

write Eric Brynjolfsson and Andrew McAfee in their book

greater pace,’ he says.

Race Against the Machine: How the Digital Revolution is
Accelerating Innovation, Driving Productivity, and Irreversibly

Embrace the change

Transforming Employment and the Economy.

Adaptability, continuous learning and constant self-

On the road to future job and value creation, the authors

professionals are to develop and maintain an optimal mix of

humans. All accountancy and finance professionals are now

digital, interpersonal and technical skills. ‘With our unique

some way through this transformative journey.

combination of accounting and ethical principles, business

However, it will be a marathon not a sprint. Although

acumen and digital skills, the future of the profession is bright,’

digital technologies and trends are transforming the world

says Webb. But there is no room for ambivalence to workplace

so fast and fundamentally that it can feel dizzying, we are

changes that digital transformation brings. The profession

only just getting started. ‘The world we inhabit is already

must stay on top of evolving technologies and business

digital, and it will continue to become more digitalised,’ says

models, and ensure that its skillsets evolve appropriately.

Clive Webb, senior professional insights manager at ACCA.
Data is growing exponentially in volume and value; business

22

improvement will be vital if accountancy and finance

advocate a collaborative partnership between computers and

‘We need to develop and maintain our digital quotient,’
says Webb, who authored the recent ACCA report
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The digital accountant: digital

to encompass new technologies

skills in a transformed world.

and the techniques needed to

The digital quotient is one of

implement them. ‘Operationalisation

seven professional quotients and
competency areas where ACCA
has identified behaviours and
qualities that accountancy and
finance professionals must develop
if they are to remain relevant and
meet future needs and demands.
ACCA defines the digital quotient
as ‘the awareness and application of
existing and emerging technologies,

of technologies such as 5G and the

‘Digitalisation of
workplaces will
continue apace.
Either we are part of
that journey or we
run the risk of
being left behind’

hyperautomation of AI and robotic
process automation may rapidly
eclipse the recent pace of change,’
says Webb, but he cautions against
focusing too much on a particular
technology. ‘If we overemphasise
our appreciation initially, we may
become cynical about its value
before it becomes a reality in

capabilities, practices and strategies’.

business,’ he says.

Developing this quotient

‘What’s needed are the digital skills

is complicated by a shifting and expanding digital

to understand how technology is enabling or transforming

technology landscape and the thorny questions it

the business model of your client or organisation,’ says Webb.

throws up for accountancy and finance professionals, the

Data is more important than ever; as is understanding its flow

organisations they work with, and professional bodies,

and influence on how the business is modelled. ‘Increasingly,

training providers and others. How much do accountancy

within this model, financial and non-financial data converge,

and finance professionals need to know about technology?

and all data is operational,’ says Webb. More and more the

How does this vary across industries and sectors, technical

metrics driving performance measurement and management

specialisms, responsibilities, roles and career stages? What

extend beyond financial data. He says: ‘Appreciating this

digital skills do members of the profession have and which

aspect of the digital landscape is essential for the finance

do they need to develop?

professional of the future.’

These matters are considered in The digital accountant. It
notes the need for accountancy and finance professionals to

Seize the opportunity

invest continually across a broad range of technology areas;

With so many technologies evolving so fast, keeping a

explores their breadth and depth; and offers insights into how

broad, high-level watching brief may be the most effective

professionals can add value by combining their traditional

way to stay on top of changes, helped by trusted sources of

accountancy and finance skills with their digital knowledge,

information, such as ACCA. Taking a few minutes each day

business acumen and ethical lens to provide a powerful

to invest in continuous learning and focusing some of this

perspective. ‘It enables us to critically appraise the commercial

on the digital landscape and language will be beneficial;

potential of digital transformation,’ says Webb.

likewise recent insights from ACCA, in articles such as Digital
leadership: Leading finance digital transformation (bit.ly/

Make the journey

Digital-leadership-transformation) and the report Explainable

To do this successfully, all accountancy and finance

AI: Putting the user at the core (see page 24).

professionals will need to make a transformative journey,

‘To ensure that we are effective, we need to broaden

and some may need to travel further than others. In a global

our knowledge base from the application focus that we

survey for The digital accountant, responses from more

may traditionally have had, to the understanding of how

than 4,200 ACCA members, affiliates and students indicate

technology and data create value for organisations, says Helen

higher ability levels for traditional technologies than new

Brand, ACCA chief executive. ‘We have a clear opportunity to

and emerging ones. Respondents report expert ability levels

play a significant role in achieving that success.

in spreadsheeting (81%) and enterprise resource planning

‘Digitalisation of workplaces will continue apace. Either we

solutions (72%), with much lower levels, for example, for

are part of that journey or we run the risk of being left behind.

artificial intelligence (AI) and machine learning (20%) and

We need to make sure that as individuals and as professionals,

blockchain (20%).

we seize the opportunity.’

AB

‘Don’t over-rely on your traditional skillsets,’ says Webb.
Digital skills should go beyond knowledge of applications

Lesley Meall, journalist
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Apply and explain
Artificial intelligence has the potential to deliver insights in a vast range of contexts,
but understanding its outputs is a challenge that needs to be overcome

A

rtificial Intelligence (AI) has the potential to change

than replace, the human role. The opacity of AI means that

our lives beyond recognition. The capacity for

professional accountants are less able to trust the technology

machines to learn through exposure to examples

and to be confident that it is being used ethically. Explainable

and large sets of data could bring breakthroughs in medicine,

AI helps to improve the understanding of AI and manage

reduce the cost of essential services and transform policing.

unrealistic expectations around the technology, and provides a

The potential benefits for business, and the accountancy

level of comfort and clarity to those harbouring doubt.

profession, are equally revolutionary – AI is already being

A central problem is that explainability – or a lack of it

used to rapidly and accurately complete routine tasks and

– affects the ability of professional accountants to display

spot discrepancies in data and transactions.

scepticism; in a recent survey of members of ACCA and the

But AI brings its own challenges, not least the opacity of its

IMA (Institute of Management Accountants), 54% agreed with

output. The addition of a cognitive layer to automation brings

this statement. ‘Professional accountants frequently refer to

insight, but it is not always clear how an algorithm has reached

the idea of scepticism as a north star to guide their ability to

its conclusions. AI is often described as a ‘black box’ because

deliver for their organisations,’ says the report. ‘Scepticism

the complexity, speed and volume of AI decision-making

involves the ability to ask the right questions, to interrogate

obscure the process; in order to gain insight into the factors

the responses, to delve deeper into particular areas if needed

that influence the output produced by an algorithm, we need

and to apply judgment in deciding if you are satisfied with the
information as presented.’

to shine a light on its inner workings
in a way that humans understand.

Over-fitting issue

This challenge is at the centre of a
new report from ACCA, Explainable

The report uses an example to

AI: Putting the user at the core. It

illustrate how explainability might

points out that, until now, the focus
has been on refining the quality of
the outputs of AI by developing
more and more complex algorithms,
rather than on explaining the answer.
But as AI is maturing, the report
says, explainability is becoming
increasingly important ‘both for
decision-making within a business,

improve finance professionals’

The opacity of AI
means professional
accountants are less
able to trust it and
be confident it is
being used ethically

and post-fact audit of decisions
made’. Auditable algorithms are

understanding of the limitations of
AI, and the quality of AI itself. The
example used is a machine learning
model for identifying suspicious
transactions that need further
investigation. ‘Over-fitting’ occurs
when a model produces good results
with historical data used to train the
algorithm, but struggles with wider
data sets – in this case, the model

those that are explainable; explainability, in other words, is a

observed during the training phase that a high proportion

checks-and-balances mechanism for AI.

of suspicious transactions occurred outside normal office
hours. As a result, the model attached a higher weight to the

24

Explainability vs accuracy

time-stamp of the transaction as a predictor for suspicious

The challenge is that there is a clear trade-off between the

activity. When the model was applied more widely across all

accuracy of AI models and their explainability. The most

transactions, though, most of the out-of-hours transactions

accurate algorithms tend to be the most complex, and

flagged by the algorithm turned out to be legitimate. Closer

this complicates explainability. But there are also specific

examination revealed that the training data comprised of

challenges for the accountancy profession because AI is

transactions handled by the organisation’s core, full-time staff,

not fully autonomous – it is being used to augment, rather

while the wider trial involved all staff, many of whom were shift
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employees working outside normal office hours. The algorithm

The report makes a number of recommendations, including

was not putting the time stamp in its proper context, thereby

the importance of embedding explainability into enterprise

producing a large number of false positive results.

adoption and the need to stay aware of evolving trends in

This is of course a highly simplified illustration, but

AI. Policymakers, it adds, should emphasise explainability

analysing the time-stamp of the transaction relative to the

as a design principle in product development. ‘There is the

contractual hours of the worker inputting the data would have

opportunity here for a virtuous cycle – one where explainable

produced a far more accurate result. As the report points out,

AI improves sales for the developer, value for the user and

rather than being only presented with data showing which

compliance for the regulator,’ it says.

transactions were suspicious, an explainable approach would

As AI enters the mainstream, the report concludes,

highlight the components affecting the prediction and help

governance, risk and control mechanisms become even

the user to spot that time-stamps were over-represented in

more important. ‘Human responsibility doesn’t go away, but

flagged transactions. ‘In the noise, volume and complexity

explainability tools will be the support mechanism to augment

of scaling a model with hundreds of features, details get lost

the ability of professional accountants to act ethically.’

AB

or misinterpreted,’ says the report, ‘and finding the reasons
might feel like looking for a needle in a haystack.’

Liz Fisher, journalist

May 2020 Accounting and Business

GL_I_ExplainableAI.indd 25

25
23/03/2020 14:14

A new world for advice
The provision of financial advice is a well-established part of the service sector
landscape. How might technology and regulation shape its future?

P

owerful forces are influencing the future of advice.

the findings provide insights for advisers and regulators

Not only are populations in many economies ageing

around the world. They create a picture of consumer

and becoming wealthier on average, but Covid-19 has

preferences and the part that technology could play in the

also raised awareness of the precariousness of our work and

provision of cost-effective financial advice, as well as some

therefore our pensions and savings. Good financial advice

regulatory challenges.

is therefore increasingly important as more people rely on
investment income to support them in retirement.
The market for financial advice is evolving in other ways

Consumer demand and preferences
As the report shows, individuals with higher incomes are more

too. Women are now significant consumers of financial

likely to use financial advice. They do so for various reasons,

advice, having become more involved in household financial

but particularly to get help navigating the administrative and

decisions, increasingly managing their own incomes and

tax requirements of investments and to gain tailored advice to

typically living longer than men.

ensure their finances are safe.

Changing consumer tastes and preferences also have an

When asked about the future of advice and how it might

impact. Concern about climate change, human rights and

change, the top request is for advice to be less expensive.

other sustainability issues creates demand for socially and

Cost is seen as the main barrier to using financial advice.

environmentally-conscious investment options. Meanwhile, the

Consumers also want advice to be more personalised to

increasing range of complexity of products makes choosing

individual needs and more transparent. Such advice is more

the right ones challenging.
These are some of the factors highlighted in The
Future of Advice: Overcoming challenges to
deliver great consumer outcomes, a new report
published by Chartered Accountants Australia
and New Zealand (CA ANZ). Though focused
on Australia and New Zealand
and based on surveys of
individuals in those countries
as well as CA ANZ members,
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likely to increase trust in the adviser, as well as

could also benefit consumers in other ways,

leading to good consumer outcomes.

by giving them more control. New apps can

One potential way to achieve such goals is through
the use of more technology. For example, mechanising
repetitive tasks could enable advisers to reduce the

help individuals to manage their finances more
efficiently and flexibly.
As tech-savvy younger generations become more

cost of their services. Increased efficiency and reduced

significant consumers of financial advice, demand for such

costs could also be achieved by the introduction of

technology is likely to increase.

‘robo-advice’, which uses programs and algorithms to create
customised financial advice based on information about an

Regulatory matters

individual’s financial situation. Users enter personal details,

Apart from resistance to robo-advisers, regulatory factors

such as age, gender, income, assets, financial goals and

could stand in the way of lower-cost financial advice.

risk tolerance. However, as The Future of Advice indicates,

A majority of advisers surveyed (76%) see increasing

many individuals are wary of robo-advice. Only 24% of survey

regulation as a key challenge to making advice affordable

respondents said they would use it, while 29% said they

and personalised.

preferred to talk to a person and would never use robo-advice

Strong regulation is valuable. In many jurisdictions,

Asked about their preferred format

regulations requiring particular

for receiving advice in future, 64% of

professional qualifications for

respondents want to receive advice

specific activities seek to raise and

from a person, in real life. Consumers
are far less willing to receive advice
by phone or internet – even if
delivered by a real person (16%).
They are even less willing to receive
advice from a robo-adviser, whether
in combination with human advice
(14%) or in isolation (6%).
Such strongly adverse feelings may
change in time, as robo-advice is still
relatively new technology. It could be

sustain the quality of the advice

Consumers want
advice to be more
personalised to
individual needs and
more transparent.
Such advice is more
likely to increase
trust in the adviser

customers receive. However, there
is also a risk that such requirements
increase the cost of advice, making
it unaffordable for some members
of society.
There are also some regulatory
questions about the impact
technology such as artificial
intelligence (AI) could have on the
quality of advice. For example, how

a real help to financial advisers, who

can institutions ensure their systems

see its potential for making advice
more affordable, transparent and personalised.

will not evolve to discriminate
against a particular group? Can AI deal with human notions
of fairness? How can an AI system explain its decision

Blended models

process to humans and can an AI system truly understand the

A blended model that combines robo-advice with human

decision process of humans? Such issues are likely to become

expertise could provide the ultimate solution in terms of

increasingly important over time as the future delivery of

high quality advice. For example, human advisers could

financial advice evolves.

help individuals to set their financial goals, overcome gaps

The report therefore urges policymakers to work with

in their financial literacy and address behavioural biases.

financial advisers and technology providers to resolve any

Robo-advisers could then help consumers to manage their

tensions, ensuring that regulations strike the right balance

portfolios, acting on decisions to buy and sell investments

between protecting consumers and enabling advisers to

and providing information for inclusion in tax returns. The

operate effectively.

AB

technology could handle repetitive tasks, while human advisers
remain available for irregular or complex inquiries. Technology

Sarah Perrin, journalist
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Going for growth
Covering 51 organisations, 29 networks and 22 associations, the IAB’s 2020 Annual
World Survey shows combined earnings of £196bn (US$234bn) in fee income

A

According to the latest annual survey of networks and

verage growth in 2019 among accountancy
networks and the Big Four was 4%, and among

associations by the International Accounting Bulletin (IAB)

mid-tier networks it was 5%. For associations,

covering 51 organisations, the largest global professional

average growth was at 14%, driven by some organisations’

services network Deloitte cemented its advantage over close

extensive efforts to acquire new member firms.

competitor PwC. It experienced 7% growth to US$46.2bn,

Total revenue vs growth: 2003-19

(US$bn)
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All participants: average fee split (%)

9
23

53
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50
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2019

2014

2008

48
24

24

24

Audit and accounting

Networks: fee income (top15)

Tax

Advisory

Other

Associations: fee income (top 15)
(US$m)

Year end

(US$m)

Year end

Deloitte

46,200

May 19

Praxity

6,377

N/A

PwC

42,448

Jun 19

Allinial Global

4,111

Dec 19

EY

36,394

Jun 19

LEA Global/Leading
Edge Alliance

3,139

Dec 19

KPMG

29,750

Sep 19

GGI

2,975

Dec 18

BDO

9,618

Sep 19

PrimeGlobal

2,649

May 19

RSM

5,739

Dec 19

BKR International

1,424

Jun 19

Grant Thornton

5,720

Sep 19

DFK International

1,402

Dec 19

Crowe

4,376

Dec 19

AGN International

1,295

Dec 19

Nexia International

4,262

Jun 19

IAPA

1,252

N/A

Baker Tilly International

3,858

Dec 19

Morison KSi

956

Dec 18

Moore Global

3,045

Dec 19

MGI with CPAAI

915

N/A

HLB

2,933

Dec 19

MSI Global Alliance

740

Dec 19

Kreston International

2,305

Oct 19

Integra International

579

Dec 19

Mazars

1,986

Aug 19

Daxin Global

369

Dec 19

PKF International

1,463

Jun 19

Antea

293

Dec 19
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There was an
increase in the
networks and
associations
providing
information on the
amount of female
staff they employ

2

Delo
it

3%
4.

US$49,820

driven by growth in advisory services. It made 60% of its fee
income of US$46.2bn from advisory in the year to 31 May 2019.
The gap between third-ranked EY and KPMG in fourth place

te

US$46,200

also widened, with the difference now standing at just over

2

6%
2.

Mid
-tie
r

Fee income Big Four vs mid-tier (rounded)

US$6.6bn. EY made US$36.3bn in fee income for the year
ending 30 June 2019, up by 8%.
In the top 10 networks ranking, RSM edged over Grant

US$42,448

.5
14

C

US$36,394

20

KPMG

US$29,750

.75%

Thornton, making US$19.3m more in fee income, and totalling

%

Pw

EY
17

US$5.73bn. It also took the spot of the sixth-largest network
globally. It should be noted, however, that RSM fee income
includes US$1.3bn from alliance member firms.
In the association ranking, three new additions bring minor
changes to the overall list. A merger between the network
MGI Worldwide and association CPA Associates International

.8 %

makes the newly created MGI Worldwide with CPAAI the
11th-largest association, with a combined fee income of

%

Ot

h er

As regards the number of female staff and partners, the IAB
found an increase in the networks and associations providing

US$16,245

US$33,574

US$154,792

US$914.9m.

Gender diversity

8%

information on the amount of female staff they employ.
Big Four 76

Top mid-tie
r1

6

Fee income Big Four vs mid-tier and others (rounded)

For those that submitted this information, there were 1.9
million female staff members compared to 81,977 reported last
year, representing almost half (45.32%) of all staff members.
However, there is a much greater gap at partner level, with

%

only a fifth (20.34%) of partners being female, up from 17.38%
of total partners last year.

AB

More information
Find the full report at bit.ly/IAB-survey2020.
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Showing humanity
Against the backdrop of the Covid-19 pandemic, Dr Rob Yeung reflects on the
techniques effective leaders use to promote wellbeing as well as performance
In recent decades, researchers have

times, ask for comments from those who

been able to observe leaders across

are prepared to point out your flaws.
Whether you manage others or not,

the globe as they dealt with economic
crises, nuclear disasters, oil spills,

make a conscious effort to look after

massive business failures and other

your own mental health. Psychologists

large-scale calamities. Data collected

distinguish between unproductive worry

by business schools, universities and

and productive worry. For example,

employers suggest that the behaviour

simply worrying, speculating on

of leaders has a considerable impact

what horrors could befall you would

on both employees’ wellbeing and

be considered unproductive worry.

their performance.

So would spending hours scrolling

Leaders facing trying circumstances

through social media reading posts and

often focus heavily on demonstrating
their competence. They focus on
gathering the best financial and

stories from sources of questionable
New Zealand PM Jacinda Ardern is
praised for her leadership style.

economic data and analysing it in

reputation. Dwelling for too long on
things you cannot influence is also
considered unproductive.

order to create a plan of action. They

us that employees often respond

communicate their aims and then drive

more positively to leaders they see as

about analysing a situation, identifying

employees and their organisations

vulnerable and authentic.

problems and solving them. That might

towards their goals.

Effective leaders also deliberately

In contrast, productive worry is more

entail researching the parts of the

seek out opposing viewpoints. It can

situation that you can affect, having

that employees respond not just to

be easy to surround yourself, perhaps

constructive conversations with others,

displays of competence but also to

inadvertently, with advisers who have

writing down actions and then following

demonstrations of benevolence. In fact,

similar backgrounds, sets of values and

through on them.

research first conducted by scientists led

attitudes to you. But the key to putting

by Susan Fiske at Princeton University in

together robust plans is to seek dissent

and done all you can, it’s a good idea

the US suggests that all humans – not

– to look for the holes in your arguments

to immerse yourself in other activities:

just employees – respond universally to

and weak spots in your proposals.

do something fun or find a small project

warmth, compassion and the sense that

Finally, effective leaders tend to

Studies strongly suggest, however,

When you have worried productively

to develop your skills and knowledge.

ask others for feedback on their own

Even better, help others: research shows

effectiveness as leaders, so be sure to

that demonstrating kindness to others is

the rational parts of the projects and

seek constructive criticism from people

one of the best ways to boost our own

challenges before you. Accept that

around you on how you are perceived.

psychological wellbeing.

your people are human beings who

Yes, you may be doing a good job – but

may be anxious, sad or scared. In your

in what ways could you alter your style to

Dr Rob Yeung is an organisational

communications, aim to get away from

do even better? Are you coming across

psychologist at leadership consulting

the business jargon to communicate your

as both competent and benevolent?

firm Talentspace: talentspace.co.uk.

others genuinely care.
So, as a leader, do not focus only on

concern for them. Be willing to show
your human side – maybe even to share
to a degree your worries and feelings.

One trap that leaders may fall into is
to seek feedback only from a limited
pool of advisers who may offer mainly

Many leaders believe they must

positive feedback. If you truly wish to

appear strong; in fact, research tells

improve your effectiveness in difficult

AB

More information
See ACCA’s Covid-19 microsite
accaglobal.com/covid-19 for updates,
guidance and support.
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Work that delivers
Doing a job that is both meaningful and compatible with your values can lead to
greater satisfaction, higher levels of commitment and better health, says Dr Rob Yeung
The belief that we do meaningful
work – that boosts our self-worth
and is significant and compatible
with our life’s values – has important

What matters
Watch our video with Dr Rob Yeung in
which he talks about meaningful work
at bit.ly/ACCA-RobYeung.

consequences. A recent statistical
analysis led by Purdue University

as enacting societal change, saving

researcher Blake Allan found that

the planet or curing disease as well

employees’ experience of doing

as smaller aspirations such as helping

meaningful work was strongly

colleagues or making clients happy.

predictive of positive outcomes such

significance of our work. People feel that

work commitment and even better

their job is more worthwhile when they

physical health.

agree with statements such as ‘I have

CPD

Most people work because they must

purpose’ and ‘I understand how my

meaningful work requires that a job

work contributes to my life’s meaning’.
The ABC of meaningful work has

important. Various teams have collected

practical implications for leaders and

data showing that the experience of

human resources departments. Leaders

meaningful work likely requires the

communicating updates and vision

presence of at least three factors. I call

statements often focus on organisational

these the ABC of meaningful work.

outcomes such as profit or shareholder

A is for (self-)actualisation or the

value; however, these sorts of abstract

degree to which we are able to realise

goals are rarely inspiring to employees.

and express ourselves through our work,

Instead, discussion of issues such as

which includes working on projects that

greater freedoms within the workplace,

tie in to our strengths, interests and

collegiality within teams, and impact on

passions. People typically report greater

customers and communities should be

self-actualisation when they more

more rousing.

strongly agree with statements such as

Recently, researchers led by Evgenia

‘I feel free to express opinions’, ‘I have

Lysova at Vrije Universiteit Amsterdam

autonomy in my work’ and ‘I am treated

recommended actions for leaders

with respect’.

wishing to boost meaningfulness for

B is for broader purpose or the

employees: give people the resources

extent to which we feel that our work

they need to work well; provide personal

serves something other than ourselves.

and career development opportunities;

This is measured by agreement with

and give employees at least small ways

statements such as ‘I know my work

in which they can redefine their jobs

makes a positive difference in the

to align with their individual needs,

world’ and ‘I see a connection between

preferences and passions.

my work and social good’. Broader
purpose could relate to lofty goals such

32

discovered work that has a satisfying

make money; however, the notion of
delivers something more fulfilling or

Help yourself by
reflecting and
being honest
about your values
– the things
that truly matter
to you in life

C is for consequence or the

as higher levels of job satisfaction,

While these may be unsurprising
recommendations, the reality is that
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there is often a mismatch between

Dr Rob’s talent clinic

what leaders feel they provide and

Q

what employees say they receive.
If you as a leader wish to boost
meaningfulness among your

I am a manager in a private
business that is entirely family-

owned. For years, the father and

employees, be sure to seek

majority shareholder repeatedly

feedback on the extent to

promised that I would receive a stake.

which you are taking these sorts

However, he recently retired and gave all of his shares

of actions.

to his children. I got nothing. Should I quit?

A

As an individual, help yourself
by reflecting and being honest
about your values – the things

Many people in your situation would feel betrayed,
hurt or even vengeful. However, I suggest that

you take your time to evaluate your options before making any drastic

that truly matter to you in life. For

decisions. Of course, evaluate opportunities elsewhere by speaking with recruiters.

example, if a value such as exercising

Also contact people within your own network and make it known that you are open

your creativity, pursuing status or

to offers. But accept that finding a genuinely rewarding next job is a process that

understanding technology is important

usually takes months rather than weeks.

to you, then seek out work that allows

If you are seriously considering leaving, though, do focus on the positives as well

you to express such needs. Figure

as this one major negative of your current job. How do you otherwise rate your

out what matters – even if it may not

present work environment? To what extent do you feel that you have autonomy,

be what is expected of you by friends

responsibility and positive relationships with colleagues and other stakeholders?

and family.

To what degree do you enjoy the work, feel challenged and believe that you are

Also understand that
episodes rather than continually. For

learning valuable new skills? Do not quit simply because you feel upset by what has
happened if your current job actually has continuing upsides.
In addition, speak to the patriarch and the new business owners. Choose your

instance, you may have a fleeting

words carefully and firmly but calmly tell them of your disappointment; then spend

encounter with a colleague or client

more time asking where they see you fitting into things from now on. If they say

that makes you feel proud or positive,

that you are a valued part of the team, then push for some kind of contract. If

only to experience many hours or

you ultimately decide to stay, then agree to some realistic targets and put a legal

days of bureaucratic or otherwise

agreement in place. Remember that verbal promises are of limited worth.

less meaningful work. Accept that
meaningful events tend to happen only

Tips for the top

sporadically rather than unreasonably

Some managers believe that keeping employees feeling insecure about their job

expecting all of your work to be

prospects – for example, by relying more on contract and casual work practices –

meaningful; then remind yourself of

may incentivise them to work harder. However, new research conducted jointly by

these occurrences to get through more

academics at British and Australian business schools suggests that job insecurity

challenging times.

more likely harms employees’ ability to perform productively. The researchers led by

AB

CPD

meaningfulness tends to happen in

Chia-Huei Wu tracked 1,045 employees over nine years, finding that long-term job
Dr Rob Yeung is an organisational

insecurity eroded desirable personality traits such as emotional

psychologist at leadership consulting

stability and conscientiousness. In practice, that means

firm Talentspace: talentspace.co.uk.

that employees experiencing job insecurity became less

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.

able to cope with stress and less capable of achieving
goals. If you are a manager wishing to encourage
productivity and high performance within your team,
then be sure to support your employees through
both your words and work practices. If you are an
employee suffering from insecure work, fight for job
security or find work elsewhere to avoid having your
very personality affected.
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The complete package
We examine the role of the corporate recovery and insolvency practitioner, the skills
required for the job, getting into the specialism and where it can take you in your career
The Covid-19 pandemic is putting

to stakeholders,’ Murray says. ‘We

businesses of all sizes and across all

also investigate the reason for the

sectors under tremendous pressure

collapse and make a report to a

and will unfortunately lead to failures,

government body on the conduct of

perhaps on a large-scale. The corporate

the directors. We may have to take

recovery and insolvency (CR&I)

legal to restrict or disqualify directors

practitioner is ideally positioned to

from acting as directors depending on

provide expert advice in this time of

the investigations.’

need, says Sam Talby FCCA, partner

Key skills

at UK practice PCR.
‘Regardless of various funding

CR&I is a highly technical role that

initiatives, some businesses will

requires forensic-like analytical skills

become insolvent and will need to

and a broad knowledge of business and

be placed into administration or

sectors, accompanied by a legal mind:

liquidation,’ adds Talby. ‘It’s important

‘We work in an arena where the worlds

for SME owners to seek help as soon

of accounting and law intermingle and

as possible, because the earlier we’re

blur frequently,’ says Murray.

involved, the more likely a rescue can

Also key are the softer skills, as

be delivered.’

practitioners work with people, such as
business owners, in often difficult times.

The role

To this end, Talby believes empathy,

On the one hand, CR&I requires working

backbone and ‘a well-defined sense of

with underperforming and distressed

humour’ are key.

companies with a view to turning them
around, and returning them to stable

Getting in and getting on

financial positions and profitable

‘The ACCA Qualification is continues to

trading. On the other, it involves

be invaluable to me,’ says Talby.

winding up failing or failed businesses.

He also notes that CR&I is a career

With Covid-19, the disappearance

that can require other qualifications,

of markets and customers will cause

(for example, the Joint Insolvency

a liquidity crisis among large swathes

Examinations Board exam in the UK),

of the business community. ‘Business

and at least five years to become

owners need to determine and assess

grounded, ‘but the financial and job

the severity of their business situation,

satisfaction rewards are there’.

and plot a way forward in the immediate

As well as a path to partner within a

weeks and months ahead,’ says Tom
Murray FCCA, a director at Friel Stafford

of their purpose. However, for some,

roles in industry, as you’ll be equipped

in Ireland. CR&I practitioners can help.

a solvent liquidation is not possible

with a strong set of practical business

Practitioners also carry out solvent

and they will need to enter a formal

skills and an understanding of corporate

insolvency procedure.

governance issues.

liquidations as a corporate simplification
process by winding up solvent
companies that have come to the end

34

practice, a career in this field can lead to
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‘We take charge of the company,
realise its assets and distribute them

Neil Johnson, journalist
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For the greater good
Accountants support communities by working for free in a range of contexts,
demonstrating their worth and purpose in times of need
Professional accountants are applying

We’re in this together.’ There are in

have the financial resources to pay for

their expertise to a range of activities

fact innumerable examples of ACCA

professional tax services, the free service

on a voluntary basis, with the Covid-19

members offering free support to the

from accountants delivered through the

outbreak demonstrating just how

businesses, truly demonstrating that,

charities provides a lifeline for resolving

invaluable these pro bono activities are.

above all, the profession is a community.

their tax problems.’

crisis that they have been sharing their

Free tax advice

Education matters

experience for the greater good; their

Giving support on tax matters is

Accountants are in demand as school

activities range from acting as school

another key area where accountants

governors because of their ability to

governors and charity trustees to

can use their professional skills while

scrutinise the financial data that is put

providing advice to start-ups and not-

contributing to the greater good.

before the governing board.

for-profit organisations. Here are just a

TaxAid and Tax Help for Older

few examples.

People are specialist tax charities

But it’s not just during the current

‘The governing board needs to ask
the right questions of the headteacher
to better understand the rationale

Coronavirus

behind spending decisions, and to

With Covid-19, much of the pro bono

identify any areas where savings could

support provided by accountants has

be made and potentially reinvested

focused on helping stricken businesses.

in areas that are more beneficial for

Just one example is Annette Ferguson,
an accountant based on the Scottish
Borders, who via her blog offers help to
businesses that need urgent financial
advice. The blog explains how they can
access government grants and claim
under the Coronavirus Job Retention
Scheme. Ferguson also has her own

‘I really wanted to
help the start-up
community excel
at their businesses
and not be put off
at an early stage’

of governance programmes at Inspiring
Governance, which connects potential
governors with schools. ‘They can also
bring their naturally analytical eyes to
areas other than finance – for example,
data around pupils’ progress and
performance.’
Kate Rosten, an accountant, tax

YouTube channel, where she has posted

adviser and co-owner of Suffolk-based

videos that provide practical assistance
to business owners. ‘Since businesses

that support vulnerable taxpayers and

firm Jonathan Penn & Company, is the

have so many financial issues relating to

pensioners. Around 500 volunteers,

vice chair of governors and chair of the

Covid-19, it seemed logical that I would

who are qualified accountancy or tax

finance committee at a local primary

support them,’ she explains.

professionals, work with the charities’

school. ‘Our governing body delegates

clients to help resolve their tax

the budget-setting and school’s financial

and data analytics firm Flinder has

problems, which might include under-

reporting processes to the finance

responded to the crisis by developing a

or over-paid tax or difficulties with

committee,’ she explains. ‘As chair,

free resource guide, which is available

self-assessment.

I oversee and analytically review the

London-based accounting, consulting

to its clients as well as other accountants

‘Left unresolved these simple

proposed budgets, identifying areas

and businesses. It has also offered

problems often end up as tax debt

of concern and how best to spend the

clients free risk-assessment calls.

and cause considerable distress,’

available budget, taking due guidance

says Valerie Boggs, chief executive of

from the headteacher.’

Founding partner Alastair Barlow

36

students,’ says Dominic Judge, director

FCCA says: ‘When times are tough, we

TaxAid and Tax Help for Older People.

need to continue our client support.

‘For vulnerable taxpayers who do not

Rosten believes that the specific
skillsets of accountants allow them
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to make a positive contribution as

traditional fundraising or developing

client accounts and tax returns to strict

governors. ‘Questions that I raise in

an income-generating model – or to

deadlines,’ he says. ‘Undergoing a

a governors’ meetings, which seem

prove to existing funders and donors

rigorous learning curve has helped me

blindingly obvious to me, are not to

that money is being put to good use,’

understand what to watch out for. I really

those who don’t have a financial or

explains Bruce McCombie, Pilotlight’s

wanted to help the start-up community

commercial background. That’s where

head of partnerships. ‘Accountants

excel at their businesses and not be put

we can add significant value.’

can quickly tune in to these pressures.

off at an early stage.’

They know that decisions need to be

Coaching and mentoring

supported by evidence, and that when

Trusted trustees

Charities are also in need of the valuable

it comes to financial stability, decisions

The high ethical standards expected of

input that professional accountants can

cannot be taken lightly.’

accountants make them a natural choice

offer. Pilotlight, a charity that connects

Shoaib Aslam, chief executive of Pearl

to act as charity trustees. The trustee’s

business leaders with charitable

Accountants and practice outsourcing

role involves safeguarding both the

organisations across the UK, says the

service We Run Your Practice, offers free

physical assets of a charity, such as its

business people who volunteer with

consultative work to start-ups, including

property, and its intangible assets, such

Pilotlight coach and mentor charity

other accountancy firms. ‘When I started

as its reputation.

leaders to help them be more effective.

my own accounting practice, I realised

‘Many charities are under constant

how challenging it was to run, with all the

accountancy firm Milsted Langdon,

pressure to either find new streams

complications of compliance, marketing

has served two three-year terms as

of income – whether that’s through

and operations, let alone managing

treasurer and a trustee of the Devon

Simon Denton, a partner with
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Air Ambulance Trust. ‘I participated in
decisions that improved the service
provided by the trust,’ he says. ‘At times
I brought a commercial rigour to bear
that meant donors’ money went further
than it might otherwise have done.’
The biggest financial decision that
Denton was involved in as treasurer was
the trust’s decision to replace a leased
helicopter with one that it purchased.
‘The decision was made in 2010, which,
given the economic times we were in,

sector, and I know how important

‘I brought a
commercial rigour
to bear at the
charity, which
meant donors’
money went
further than it
might otherwise’

made it a difficult one for many of the

charities are in our communities. My
professional experience in the sector,
and in advising business owners at a
strategic level, means I have the skills
and expertise to provide valuable
advice, which is often out of reach for
smaller charities.’
Bulmer highlights that it’s not just
charities and not-for-profit organisations
that benefit from accountants doing
pro bono work. Accountants gain
themselves. ‘Being a trustee has given

trustees,’ he says. ‘I was able to advise

me a different perspective of the world,’

on some financial stress-testing we

for a third. She helps them prepare for

she says. ‘It’s opened my eyes to a lot

could do to demonstrate that we could

external audits, chairs finance sub-

of issues in our local community that

still afford to pursue this option, even if

committees, challenges accounting

I probably wouldn’t have been aware

donations fell or costs increased.’

policies, reviews budgets, supports

of otherwise. Being able to support

fundraising initiatives, and offers advice.

charities that I’m passionate about gives

Donna Bulmer, managing partner
of Haines Watts in the North East and

‘For me, it’s about giving back,’

Yorkshire, is a trustee for two charities

says Bulmer. ‘I have a long-standing

and a finance sub-committee member

connection with the local voluntary
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The view from
Gary Bury FCCA, CEO of Timetastic, developer of
products for time management, and fitness addict

37

year low

My role in our small team is

I seem to have a different

about product management

take on a lot of the usual

As Covid-19 continues to spread

and marketing rather than

business guff. I’m socialist

across the world, gold suffered its

traditional accounting. But

in my attitude towards staff;

greatest weekly loss since 1983 (as at

the accounting knowledge

I believe they contribute to

mid-March).

and background helps me

the success of a business

Source: Bloomberg

massively and the ACCA

and should be rewarded

Qualification is deeprooted. I can see through charts and

accordingly. I believe in
ethical business and paying tax fairly.

spreadsheets easily, make decisions

Improving disclosures
Premium listed companies will have

faster. I can pick out what’s important

My wife is very caring, and constantly

to strengthen their climate-related

and what’s not.

challenges my beliefs on how we

disclosures, under proposals announced

treat other people. She’s had a huge

by the Financial Conduct Authority

I love the variation of my job. I love

influence on my life, as have the

(FCA). The new rule will require climate-

the marketing and branding aspects,

partners from the first accountancy firm

related disclosures consistent with the

product management and testing new

I worked at. They were ruthless when

approach set out by the Taskforce on

features. And I love dealing directly with

they reviewed my files – I hated them for

Climate-related Financial Disclosures

customers and solving their problems.

it. But ultimately my double entry and

(TCFD), or explain why not. The FCA will

I’m passionate about small tech

attention to detail became ingrained

consider consulting on extending this

businesses. I’m not so keen on large

and I’ve benefited ever since.

rule to a wider scope of issuers. Andrew

corporates – I find the pace too slow. I
like change.

Bailey, outgoing chief executive of the
When I left my last role as CEO, I

FCA, said: ‘The changes we propose

received a card signed by all the staff,

will help to provide the transparency the

I worked in New Zealand for 18

where everyone wrote a really personal

market needs to be able to assess how

months, where they have a great

message in it – no generic ‘best

well companies are adjusting to the risks

lifestyle and an entrepreneurial

wishes for the future’ messages. I’m all

of climate change.’

attitude. It was my first taste of a fast-

about running a great company where

moving businesses and I was hooked.

customers love the product and the staff

FRC finds errors

love working for us.

A Financial Reporting Council (FRC)
investigation into the report and

I’m all about
running a great
company where
customers love
the product and
the staff love
working for us

If I could change the law, I’d make it

accounts of Galliford Try for the year

so you can’t get entrepreneurs relief

ended 30 June 2018 found errors of

on the sale of a business unless you

£94m. In its December 2019 interim

are sharing a proportion of the sale

report the company disclosed that it

proceeds with your staff. If I wasn’t an

should not have recognised an £80m

accountant? I’d definitely want to be

claim recoverable from the customer

an architect.

on a road construction project, as it
failed to meet the criteria of revenue

I have three young kids who keep me

accounting standards, and it should

busy outside of work. But I’m addicted

not have recognised some claims

to fitness, so I cycle, run and go to the

recoverable from third parties.

gym. I like to snowboard too.

AB
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Market forces
What does Covid-19 mean to investors? John Kattar looks at implications for
the short, medium and longer-term future of financial markets
The volatility in global stock markets

whether corporate cashflow and

bring. The expression ‘life will never be

in recent weeks in reaction to the

balance sheets are strong enough

the same again’ may be hackneyed, but

spread of Covid-19 has been virtually

to withstand the immediate stress.

it’s true in this case.

unprecedented. In reality, no investor

They’re scrutinising disclosures to

has a firm grasp of the implications

understand debt covenants and the

critical review is global supply chains.

of the crisis. My concerns span three

nature of ad hoc loans. And they’re

The Covid-19 crisis has amplified cracks

distinct levels.

dissecting every word uttered by

in the system that have been forming

management to get a feel for whether

since the onset of the recent spate of

The short term

a credible plan will emerge from the

trade disputes. There’s a growing chorus

In order of duration and importance,

global economic carnage.

of concern that the offshore, just-in-time

first are the short-term effects – say, over

supply regime built over the past several

the next several quarters. The global

decades has resulted in systematic risk

economy has effectively shut down. As
a result, a number of leading investment
firms now predict a collapse in economic
growth that could surpass anything seen
during the Great Depression of the
1930s. Obviously earnings and revenues
will be devastated. The big unknown
is how well the crash in stock prices
reflects this new reality.
As an aside, it’s worth noting that,
during the Second World War, the

We need to be
watchful of the
potential for some
powers to become
a standard part
of governments’
toolkits for years
to come

and fragility that are unsustainable.
Healthcare in particular has come
under intense scrutiny. A large portion
of the world’s drugs and equipment
are manufactured in China. Supplies of
some of these critical goods evaporated
seemingly overnight as the Chinese
economy ground to a halt early in the
pandemic and that country struggled
to meet domestic demand. It’s a virtual
certainty that the US and Europe will
move to shift more of the production to

S&P 500 bottomed out in 1941. This

domestic sources.

was well before the end of the war,

Another area of likely structural

but just months before the tide of

Many executives are choosing to

the war changed, first in the Pacific

avoid communicating with investors

change is harder to predict or quantify,

and later elsewhere. Given financial

at this time. For some, this is because

but has the potential to have an even

markets’ uncanny ability to foresee the

they too are struggling to understand

greater long-term impact – the role of

seemingly unknowable, expect Wall

the implications of the relentless

government and quasi-governmental

Street to anticipate the end of the crisis

onslaught of bad news. But for a

institutions (such as central banks) in the

before Main Street.

number of companies there is a clear

economy and in our society.

and pressing need to engage before

History teaches us that politicians

The intermediate term

investors assume the worst. My advice

rarely waste a good crisis, and that

My second area of concern is the

to companies is to keep the lines of

‘temporary’ measures intended to

intermediate term. What happens

communication open. If you don’t,

address the immediate crisis have a

beyond the next couple of quarters?

then don’t be surprised if your story is

funny way of becoming permanent.

Some day this crisis will be over and

drowned by a rising tide of fake news.

In the midst of the Great Depression,
Franklin D Roosevelt introduced

the economy, markets and life will

40

A good example of an area now under

gradually return to normal. Sadly not all

The long term

the New Deal. This represented an

companies will be around to see that

Finally, I’m worried about the legacy of

unparalleled level of government

day. And so investors are questioning

structural changes that this crisis will

intervention in the US economy – and
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President Roosevelt seen as
Dr New Deal trying remedies
during the Great Depression.
As concerned as we all must be about

the start of an enduring trend towards

payroll. Company balance sheets are

big and activist government.

being propped up by zero-interest

the current situation, in the long run

government loans. The US Federal

there are grounds for optimism. Once

need to increase the monitoring of

Reserve is buying corporate debt and

the global population has acquired

potential terrorists. Since that time,

has left the door open to acquiring

large-scale immunity, the virus is likely to

many countries have expanded the

other asset classes hitherto not

disappear or become one of a handful

surveillance of their citizens to a level

imagined. The scope and scale of the

of relatively benign bugs that cause the

that would have been considered

measures taken are without precedent.

common cold or flu. And, ultimately, it

After 9/11, there was a perceived

intolerable two decades ago.

While these policy measures may have

has never been wise to bet against the

been necessary to save lives and to offer

resiliency and ingenuity of humankind

introduced the world to quantitative

some hope of a post-crisis economic

to conquer any crisis. In the calm light

easing (QE) – a policy tool that had

rebound, we need to be watchful of the

of hindsight, the Covid-19 pandemic will

previously been used only by Japan and

potential for some of these new-found

prove to be much the same.

a few outlier countries. Since that time,

powers to become a standard part of

QE has become the norm and looks set

governments’ toolkits for years to come.

More recently, the financial crisis

to grow ‘quantitatively’ during this crisis.
To date, we’ve seen central banks and
their political counterparts effectively
bankrolling the private sector’s

AB

John Kattar is a professional investor.

The investor perspective
John Kattar has done a series of videos for AB giving the professional investor’s
view on a range of topics. See his latest, on short selling, at bit.ly/AB-shortsell.

May 2020 Accounting and Business

UK_YCORP_InvestorsCorona.indd 41

41
26/03/2020 16:21

Telling it how it is
Stock markets tanked as investors struggled to understand the impact of Covid-19
on listed companies globally. Alison Thomas looks at how management teams can help
With so many pressing issues

engage with the investment community.

means talking about cash and debt.

swamping management’s inbox in

This is a rapidly changing situation.

How and where is the company

these historic times, revisiting investor

Consider providing briefings through

generating cash? Covenants, the ability

communication strategies may seem

conference calls or webinars. Keep the

to repatriate cash, hidden debt, debt

a low priority. However, given that

website up to date with an easy-to-find

factoring – it’s time to get back to basics

many companies will likely need to tap

Covid-19 section. Above all, keep lines

and provide detail on the current level

either the equity or debt market in the

of communication open.

of resources and the opportunities

coming years, this is not the time to
backpedal on investor engagement.
Guides to help management with

As you might expect in such an

to plug any likely funding gaps. Are

unusual situation, there are a number
of urgent questions that investors need

dividends at risk?
Aside from cash and debt, the

their investor engagement at this

management to address. Corporate

message is simple: the more detail,

time are understandably few and far

survival is top of the list – and that

the better. For example, think about

between. A rare exception is the useful

geography. The impact of the pandemic

infographic, ‘Reporting in times of
uncertainty’, from the UK’s Financial
Reporting Council’s Lab.
To get behind the headlines, AB has
been talking to analysts around the
world. One message has come
through loud and clear:
don’t wait until a formal
reporting period to

£
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differs from country to country, and
the response by governments also

How to build trust

varies widely. The policies of different

Companies should consider covering the following areas of interest for investors

administrations will have implications for

in their corporate communications:

both the short and long-term success of

*
*

From where is the company generating cash? Provide detail of sources.

*

What flexibility is there in the business’s cost base, and what are the key

*

What are the operational impacts, including on capital projects, product

*

Are the business models of key segments likely to be impacted? Has the crisis

*

What are the implications for the entity’s corporate governance, including

the corporate sector.
Investors want to understand these
structural differences in order to get
a picture, territory by territory, of
how a company’s business units are
faring. Is the company eligible for
government assistance in any of the
territories in which it operates? If so,
will management accept this funding?
Many of these programmes come

How are the different business units around the world managing, and what
government assistance is available?
assumptions that underpin the numbers?
development timelines and staffing?
affected how they create value in the long term?
controls and the impact on the audit?

with onerous conditions. In the US, for
example, at the time of writing, listed
companies that accept a government

sensitivity of those numbers to changes

loan will be barred from stock buybacks

in those estimates.

and dividend payments for the duration

It is not surprising that, as investors

Supply chain issues have been hitting
the headlines from the start. Does
management perceive this to be a

of the loan plus an additional year.

are all too aware of the volatility in the

short-term blip to the sourcing strategy?

Explain how the covenants on such

capital accounts, the funding of pension

Or is a fundamental shift in the use of

funding might constrain management’s

plans is also front of mind.

offshore suppliers under consideration?

action in the future.

But it is not just financial risks that

Finally, a number of investors

concern investment professionals.

have expressed concerns about the

whether there is any flexibility in the

Shareholders want detail on the

governance of companies in these

cost base. Which costs are fixed over

operational impacts that companies

challenging times. Are sufficient

the coming months and years? Which

are experiencing. What challenges

processes and controls in place? How

can be reduced or eliminated?

do they face at a local level, and

does management monitor operations

how do they see those difficulties

when physical contact is limited? And

panning out over time? How will

finally, what will this mean for the audit?

the crisis impact capital projects or

Will there be a change in its scope?

Investors are keen to understand

Is there a risk that revenue has
been overstated, or that
inventory or assets will need
to be written down? If a
company has hedges or
has sold forward, when
will those contracts
expire, and what

product development timelines? And
what has happened to headcount at

Silence is not golden

key locations?

Some business won’t have the

Investors are already discussing the

information needed to address many

longer-term impact of the pandemic

of these questions and may argue

does that mean for

on capital markets and companies.

that silence is safer than confusing

the performance

The Covid-19 crisis represents a

the market with speculation. In my

of specific

fundamental shock to the operations of

experience, the opposite is true. In

operations? Make

most businesses. Might this impact the

times of uncertainty, it is the companies

visible all the key

business model of key segments?

who are open about their approach to

assumptions that

Most companies have been forced

tackling the challenges who build long-

underpin the

to change how they operate. Many

term trust with investors. As businesses

numbers reported

have implemented remote-working

increasingly look to the capital markets

arrangements for the first time. Some

to provide funds, such trust may soon

have changed how they interact with

become a valuable commodity.

by management
and, where possible,
allow investors to
get an idea of the

AB

their customers. Could this change how
they create value in the long term?

Alison Thomas is a consultant.
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Tech take-up
Many SMEs have been slow to embrace new technology. Warda Hassan Ahmed FCCA
offers tips on how professional accountants can drive this change forward
Technology has disrupted organisations

reported revenue growth on adoption

business. Some are just happy with the

of all sizes, but there is continued

of new technology.

status quo. Others fear change, seeing

concern that many SMEs are not

However, the report found that 75%

technologies as irrelevant or ineffective,

making the most of digital technology.

of SMEs face at least one barrier to

According to a 2018 Deloitte report,

the increasing use of digital tools: 45%

this applied to 80% of US SMEs.

cited skills/knowledge as the major

prove a catalyst for change. As trusted

without having evaluated the benefits.
The disruption of Covid-19 may

ACCA’s 2019 report Scale-up success

challenge. The OECD reports that SME

advisers, professional accountants

says 40% of SMEs are likely to embrace

staff are 50% less likely to be trained in

are well placed to guide the business

new technology in the next year, while

digital technology. Another obstacle

through digital transformation. Here are

Deloitte reports that 23% are planning

is funding, highlighted by 38% of the

some actions to consider.

to adopt in the next five to 10 years.

SMEs surveyed by Deloitte – not just

*

Evaluate current performance,

So why have SMEs been slow to

high investment and maintenance costs

act? The evidence is that efficiencies

but also costs of upskilling employees,

key performance indicators,

brought by technology create significant

monitoring cyber-risk, etc. Security

balanced scorecard, etc, and note

value for companies. Deloitte’s 2019

fears are also a barrier (31%), with SMEs

areas for improvement.

report The Performance of Small and

reporting they lack the resources to

Medium Sized Businesses in a Digital

tackle the threat from cybercrime.

World found that 40% of SMEs surveyed
reported customer growth and 70%

*

SME owners are often unaware of how

looking at critical success factors,

Define or remind others of the
organisation’s purpose and vision,
and think strategically when

adopting new technology can help their

identifying the objective of the
proposed investment in technology.

*

Technologies most widely used by SMEs

Develop a business case for the
investment, identifying the various

The adaptability of new technology – such as cloud computing, enterprise resource

benefits for different users. The

planning (ERP) systems, Power BI, big data/analytics – has driven their popularity.

benefits should be measurable
(financially and non-financially)
and progress monitored. Outline

Websites (73.5%-88.2%)

the investment costs (including
recurring costs) and the risks. After
implementation, review continuously.

*

Communicate the plan to
all – getting commitment and
engagement is vital.

Social media
(48.4%-57.8%)

Some centralised digital support is
Cloud computing
(27.5%-40.2%)

ERP (26.6%-54.9%)

important; for example, networking and
mentoring initiatives can help SMEs
embrace change. Given the significant
contribution SMEs make to the

ERP

economy, the competitive advantage
gained will be for the benefit of all.

Source: OECD SME and Entrepreneurship Outlook 2019

Big data
(10.6%-18.7%)

AB

Warda Hassan Ahmed FCCA is a finance
professional.
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The view from
Nicola Sorrell FCCA, founder of Effective Accounting,
and self-confessed workaholic

21%

When I was 17, my parents

are keen to work together

global decrease in

introduced me to their

more than ever before.

audits with inspection

accountant. I ended

This, combined with the

findings since 2015.

up doing some work

significant changes in

Source: International

experience for their business

technology, means that

Forum of Independent

during the school holidays

the accounting industry is

Audit Regulators

– a converted garage at the

transforming and is set to

front of their house – and I

entice more young talent.

was inspired by the fundamentals of the
tax system.

Box headline
Pensions
practice move

For me, public speaking has always

Voluptas
KPMG
has
eum,
spun-off
ipis mincte
its pensions
ped quis
advisory

made me anxious – even in small

accullorest,
unit
to a newly
sintecta
formed
velest
independent
labor rereiciis

I started Effective Accounting around

groups. I joined an accountant’s

quos dollautetur?
business
called Isio,
Qui
with
nam,
finance
volorfrom

10 years ago, almost by accident,

mastermind group and had to introduce

sunt adi berit
Exponent
Private
veneEquity.
pro quae
The commos
sale eases

taking on small accounts and tax

myself to nine other accountants

quaspit, sion
pressures
omni
thelorem
firm toipsum.
ensure its audit

returns for friends and family. My

and later take part in some role play

Boxout crosshead:
operations
are separate
doluptur,
from sequamust
consulting

greatest achievement has been growth,

and case study work. This pushed

magni bera coribusdam
engagements.
Isio’s senior
et re
leadership
nobist la

going from a team of three to seven in

me outside my comfort zone but it is

dolore con20
comprises
re partners
volorer spercit
who formerly
autem as
led

the past six months. But this has also

something I really want to challenge

rerum
the
pensions
volut volorun.
practice at KPMG, backed

been one of the biggest challenges –

myself on over the next 12 months.

Boxout
by
500 staff
crosshead:
who operated
moditatacross
urehend
eight

growing the team and culture to best

isciae. Gitae
regional
hubs.
magnima
Andrew ximporr
Coles has been

support the clients, all while managing

If I weren’t an accountant, I would have

undenimilitCEO
appointed
premand
culpa
Roger
dolore
Siddle
prae

our digital transformation.

been a criminal lawyer. I have always

estrum rerem
chairman.
Coles
aborrup
said: ‘The
turiantion
industry
culpa
is

loved TV crime dramas. They make it

doluptus
at
a turning
lorem
point,
ipsum
and dolor
our belief
sit amet.
is that

look so exciting.

pensions advice needs to adapt to the

choosing the right technology, dealing

If I could make any law, it would be to

with change management with the

create a one-week compulsory holiday

a
key parteum,
in improving
theped
member
Voluptas
ipis mincte
quis
experience, sintecta
the quality
of data
the
accullorest,
velest
laborand
rereiciis

team and clients, and carrying out the

for all, in June or July. The fresh start

modelling
of pension
quos dollautetur?
Qui outcomes.’
nam, volor

implementation. It’s been hard work but

everyone feels after the Christmas break

sunt adi berit vene pro quae commos

very rewarding in the efficiencies we

is incredible – and I think it would be

quaspit, si omnoditat
urehend
isciae.
Cogital
becomes
Azets

have made as a firm.

amazing to have that twice a year.

Gitae magnima
ximporr
undenimilit
Cogital
Group firms
Baldwins,
Wilkins
prem culpa
dolore prae
estrum
rerem
Kennedy,
Campbell
Dallas
and Scott

Over the past five years, I’ve seen the

I am a self-confessed workaholic but

accounting profession become much

am trying to add more self-care into my

aborrup turiantion
culpa
doluptus.
Moncrief
are to all be
rebranded
under
Ur, nihitiis
mollautAzets
rerum
core
the
Azets name.
is atum,
the operating

more collaborative, and this is exciting.

routine. I read daily and, when I am not

Having trained in practices that felt

in the office, I enjoy spending time with

traditional and stuffy, accountancy is

my husband, going to the theatre and

becoming more social, and accountants

trying out new restaurants.

Our digital transformation began

new
with technology playing
Boxworld,
headline

in 2018. It was a significant challenge

AB

Working remotely
Heather Smith FCCA, a digital practitioner in Australia, looks at how to adapt
during the Covid-19 pandemic. Listen at bit.ly/AB-pod-heather-smith.
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Ethics in a crisis
Practitioners are working hard to ensure clients receive the government support they
are due but are also having to steer some away from a more dubious path
When the government announced
its financial support package for
employees affected by the Covid-19
crisis, it triggered an important debate
among accountants, who will be called
on to give advice on how to access
that support. The debate centred on
whether there would be opportunities
for advice that might push the
boundaries of the original intention of
the financial support.
This debate will be extended as
accountants scrutinise the support
subsequently given to the self-employed.
Cracks have appeared in this particular
package – what happens to those
individuals who have been self-employed
for less than a year, or are trading
through incorporated businesses and are
technically not self-employed?
Carl Reader FCCA, chair of ACCA’s
practitioners panel, ignited the debate
through LinkedIn. He made a simple,
passionate observation: ‘I’m utterly
disgusted by “professionals” trying to
work out how to fiddle the government’s
support for employees.’
He continued: ‘Trying to second-guess
whether company directors can change
their pay to claim the maximum, trying
to think about how to creatively “lay
people off”, and wondering whether
they should retrospectively change old
payroll to help people claim it for those
who weren’t on the payroll. Every single
one of us will need to pay this back over
the next few years.’
Practitioner views
Listen to Carl Reader FCCA and
Alastair Barlow FCCA discuss external
pressures, at bit.ly/ABprac-support.
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Reader’s post attracted nearly 2,000

to alleviate concerns but lack some

‘This isn’t a handout from the

likes and more than 250 comments,

clarity on how the measures will work

government for people to make money.

almost all of which condemned such

in practice. There has been a lot of

From an accountant’s perspective, we

activity. However, there was also

chatter among accountants over how to

are supposed to be more ethical than

recognition that it was almost inevitable

interpret them, so it is open to abuse.’

most, and I hope we will continue to live
and breathe those ethics rather than try

that some businesses would try to game

Barlow points out that in many

the system, whether through shifting to

ways dishonestly tapping funding

backdated salary rather than payment

is no different from any other fraud.

Barlow urged accountants to think

through dividends, or even putting

‘Unfortunately, there will be people

carefully about whether they wanted to

friends on the payroll so they could

who will try to take advantage of

work with clients who ask them to break

then furlough them.

these measures in an unscrupulous

the rules. However, he accepted there

way. But hopefully, most will realise

was a difference between such requests

Grey areas

that these measures are here to

and more innocent questions about how

However, one comment did suggest

help people pay for food and other

the various measures could be applied

that a lot of ‘professionals’ still felt

essentials they need.

to a business.
Andrew Tate FCCA, a restructuring

there were a number of grey areas in

partner at Kreston Reeves, says

the support package, adding: ‘We are
looking at all the possible options,
trying to see if we can give our clients
hope, bouncing ideas off each other
and asking questions.’
Alastair Barlow FCCA, founder of
accountancy and business advisory firm
Flinder, also contributed to the LinkedIn
debate. Speaking to AB, he says: ‘We
are in an ever changing landscape
at the moment. The government’s
announcements came out quickly

to find the loopholes.’

‘These measures
are to help
people pay for
food and other
essentials. This
isn’t a government
handout for people
to make money’

unethical behaviour is difficult to stop:
‘I do agree there are people out there
who are looking at every which way
around this, to try and take advantage.
‘I think people are looking for
compromises, not only with HMRC but
also with their creditors and suppliers,
taking advantage of the fact that no one
can be in their offices or get around to
see people. When you can look into
the whites of their eyes, you can see if
there is a problem, but it is much more

Moral code

difficult to do that remotely.’
In weighing up whether accountants

The five fundamental ethical principles set out in the ACCA rulebook are:

may be taking advantage of these

*

Integrity. Being straightforward and honest in all professional and business

schemes, Tate points to the ethical

relationships.

guides in place, such as ACCA’s code of

*

Objectivity. Not allowing bias, conflicts of interest or undue influence of others

ethics and conduct (see panel). ‘This is

to override professional or business judgments.

such a serious issue,’ he says. ‘We have

*

Professional competence and due care. To maintain professional knowledge

already seen criticism of people who are

and skill at a level required to ensure that a client or employer receives

profiteering from the crisis. I think that

competent professional service based on current developments in practice,

any accountants who are looking to take

legislation and techniques, and act diligently and in accordance with applicable

advantage for themselves or their clients

technical and professional standards.

risk very serious consequences.’

*

*

Confidentiality. To respect the confidentiality of information acquired as a result

The message from Heather Self, tax

of professional and business relationships and, therefore, not disclose any such

partner at Blick Rothenberg, was equally

information to third parties without proper and specific authority, unless there is

straightforward. ‘The profession needs

a legal or professional right or duty to disclose, nor use the information for the

to take responsibility, and if they spot

personal advantage of the professional accountant or third parties.

things that are not right, call HMRC’s

Professional behaviour. To comply with relevant laws and regulations and avoid

fraud hotline.’

AB

any action that discredits the profession.
Philip Smith, journalist
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The one-stop shop
Post-Covid-19, a holistic approach to service provision could be the next step in the
evolution of your practice as clients increasingly seek advice across the whole business
The financial impact of Covid-19 will be

says: ‘For example, our core market is

felt for some time to come, and clients

franchising, so we’ve broadened our

are more in need of their accountants’

services to include franchise funding

advice than ever. And as with most

and franchise resales through our

consumers, people tend to want to

resales business. It was just the obvious

shop for everything in one place. Small

next step.’

we are very much involved during the
due diligence and legal process. Would

business owners, contractors and
freelancers tend to opt for all-in, fixed-

Multidisciplinary model

it not be in the client’s best interest if we

fee monthly ‘packages’ covering a

A more common approach is to expand

offered this service ourselves? The client

number of their requirements, such as

a generalist service offering to include

would liaise with a single firm and a

bookkeeping, accounts and tax returns.

ancillary services. Yorkshire-based

single client service partner, rather than

But their need for more holistic support

Shenward LLP provides professional

shift between two sets of advisers, which

is now greater than ever.

advice under the umbrella of tax,

is often both inefficient and costly.’

Of course, larger clients have larger

business advice, audit and accounts,

All the Big Four now hold Solicitors

needs, and bigger firms are equipped

and payroll. ‘We also offer HR and

Regulation Authority licences and

to meet them, but should SMPs follow

health and safety services – for example,

have inhouse legal teams providing a

suit and broaden their service offering

employment contracts and disputes

broad portfolio of legal services. ‘They

to include, say, financial planning and

advice, and visits from health and safety

recognise the benefits to their business

capital raising?

officers to perform risk assessments

and clients, and it’s only a matter of

at clients,’ says managing partner

time before this filters down the market,’

Sherad Dewedi.

says Dewedi.

One commentator, Mark Lee,
suggests it could be an aspiration too
far. ‘Medium-sized practices may be

He adds: ‘It’s our long-term vision

able to offer a wider range of services

to one day also offer legal, insurance,

Risk awareness

due to the larger number of partners

insolvency, wealth management and

Diversification, however, is not without

and staff. But smaller ones need to

financial services, as there are clearly

its risks. ‘Failing in the additional service

make it clear they cannot advise on

perfect synergies for one-stop shops.

can jeopardise the whole relationship

areas outside of their expertise. Clients

For example, we often advise clients on

with the client,’ says Reader. ‘You

should not expect to be able to get

business purchases and sales, meaning

need to ensure you have got the

everything under one roof.’

requisite skills and expertise, either

However, with automation and
artificial intelligence (AI) continuing
to reduce revenues from compliance
work, many say it is common sense for
practitioners to develop other income
streams. ‘It makes complete sense to
de-risk by diversifying services,’ says
Carl Reader, joint chairman of D&T
business advisers and accountants.
One way to do this is to add services
within your existing specialism, which
also moves your clients closer to the
one-stop-shop experience. Reader

50

Standing out
Watch Carl Reader on honing your
service offering and differentiating
your firm at bit.ly/AB-Reader2.

inhouse or via a partnership with other

‘Failing in the
additional service
can jeopardise the
whole relationship
with the client.
You need to ensure
you have got the
requisite skills’

professional advisers.’
Reader believes that if a practice can
afford it, it should hire the expertise
inhouse. ‘This allows you to ensure that
the client experience levels are matched
across every service line, and reduces
the risk of the other provider taking the
client elsewhere. For many practices,
however, outsourcing would be the only
option, particularly in the early days.’
North-east based practice MHA Tait
Walker offers accountancy, advisory and
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wealth management services.
Mark Parkinson, partner in
the wealth management
team, says that the firm’s
integrated approach ‘fills a
gap in the market’ and that there’s
a clear alignment between
tax advisers and financial
planners in terms of
maximising a client’s
wealth. ‘Many wealth
management
decisions are
closely linked
to taxes, so by
having the firm’s
financial planners
and tax advisers
working together adds to
the likelihood that clients
achieve better results.’
He adds: ‘There’s
certainly demand for what
we offer, as it’s becoming
increasingly complicated
for clients, with a whole host of
financial products – LISAs, ISAs and
pensions – to think about. Also, the
impact of coronavirus and Brexit on
pensions and investments is difficult
to predict, so we must help our clients
focus on the long term.’

Joining forces
Smaller practices usually team up
with other professional advisers. ‘At
present, we have external partners in
place (for provision of legal, wealth
management, insurance and insolvency
services) who we work closely with

of a client’s voluntary liquidation, we

Tax Advice Network to enable general

so that clients have the experience

complete the first stages of the process,

practice accountants to access specialist

of getting a one-stop-shop service,’

arrange three-way meetings with the

tax advice when required).

Dewedi says.

client, us and the liquidator, and the

‘It will become far more common for

He explains: ‘We often charge

communication between all parties is

accountants to be collaborating with

a global fee for the entire service,

channelled through us – we mediate

lawyers, tax and financial advisers as

including ancillary services provided

between the other two parties.’

clients increasingly choose such options

on a subcontract basis. Clients liaise

Lee believes buying in expertise from

with one key point of contact for the

other professional advisers as and when

entire process. For example, in the case

needed is the way to go (he established

rather than those who work in silos.’

AB

Iwona Tokc-Wilde, journalist
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Beyond open banking
FreeAgent, in association with ACCA, looks at how fintech developments, including
smart analytics and emerging business hubs, will redefine the role of practitioners
The digitalisation of the accountancy

crunching them and filling in boxes on

couple of years. Of course, the current

they know they can work well with their

the tax return.’

need to work remotely is shining a

technology,’ says Ed Molyneux, founder

spotlight on just how virtual and agile

and CEO of cloud-based accountancy

Greater integration

we have become. But the arrival of

software provider FreeAgent, part of the

Developments in fintech are also set

open banking in 2018, and HMRC’s

Royal Bank of Scotland group. ‘Those

to influence how both accountants and

Making Tax Digital for VAT initiative,

practices that haven’t embraced digital

their clients operate. Greater integration

phased in from April 2019 were also

will find themselves increasingly unable

between banking and accounting

game-changers.

to provide a service for their clients that

systems is going to result in the rise

is in line with what’s expected.’

of ‘business hubs’ – data hubs that

businesses with a taxable turnover

The role of the accountant will

businesses can use not only to analyse

of more than £85,000 to keep digital

inevitably change over the coming

how they’ve spent their money, but

records and submit digital VAT returns

decade as more accounting and tax

also to track and pay bills, reimburse

saw large numbers of businesses

processes are automated. Thanks to

expenses and pay staff on the payroll.

switching to online accounting software.

technology taking over most of the

Accounting software providers are also

In March 2019, there were more than

compliance burden, accountants will

exploring how they can use these hubs

2.7 million VAT-registered businesses

to deliver insights to business owners, as

in the UK – out of a total of almost six

well as to develop broader ecosystems

million private enterprises.
Despite these advances, however,
accounting lags behind other sectors
when it comes to the adoption of
digital tools. While a large proportion
of businesses are now keeping
digital records, millions more are
not. Furthermore, businesses might
be using accounting software, but
they are not embracing apps to the
same extent – often because their

‘It’s about offering
more of a coaching
style of advice,
rather than getting
the numbers,
crunching them
and filling in boxes
on the tax return’

accountants are not encouraging
Over the coming years, this is likely to

that connect businesses with useful
products and services.
FreeAgent already has Radar, an
insights notification service that uses
smart analytics to assess business
owners’ accounts and provide them with
timely advice on how they can better
manage their finances. ‘A notification
may say something simple like “this
invoice is now overdue, go and chase
the payment, and here’s how to do it
tactfully”,’ explains Molyneux. ‘So rather

them to do so.

52

than getting the numbers together,

choose accountants on the basis that

The requirement for VAT-registered

Sponsoredd content

‘Many younger people in business will

profession has accelerated in the past

than people having to research what
no longer have to go through carrier

to do on the internet, we’ve told them

change for a couple of reasons. Firstly,

bags full of receipts, check their clients’

what’s going on before they’ve even

HMRC plans to implement Making Tax

spreadsheets and do tax calculations.

realised it themselves and created a

Digital for Income Tax and Corporation

‘That frees them up to spend time on

way of helping them.’ FreeAgent also

Tax, possibly as early as 2021. Secondly,

the things they would genuinely rather

offers business owners a live forecast

business owners’ expectations around

be doing, which is helping businesses

of their VAT, corporation tax and self-

their accounting tools are changing

get started and advising them on how

assessment liability.

in response to the continuous

to grow and how to address issues,’

technological advances that they see

explains Molyneux. ‘It’s about offering

software providers are also set to

in other parts of their lives.

more of a coaching style of advice rather

collaborate with banks to make

FreeAgent and other accounting
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Sponsoredd content

information such as credit-score data

Greater use of analytics in business

that less of their time is taken up with

and insurance products available to

hubs will enhance accountants’ ability

basic enquiries, enabling them to offer

business owners through business hubs.

to offer advice that enhances business

higher-value advice to clients.

Self-employed people may potentially

decision-making. For example, through

be able to use the hubs to access

analysis of comparable datasets, it

in fintech will transform what it means to

information on their mortgages.

could highlight when businesses are

be an accountant, bringing benefits to

charging too little or too much for their

the profession. ‘With the right mindset,

offer better mortgage rates and

services, and where they might be able

there’s an opportunity here,’ he says. It’s

streamline their processes,’ says

to access raw materials and products

about the profession focusing on the

Molyneux, ‘but they can’t because they

at more competitive prices. Artificial

things that are impossible to do with

haven’t got the data for it. The hub

intelligence will also help to improve the

software – coaching and mentoring

would have real-time information about

quality and responsiveness of support

business people, and helping them

the health of a business that is much

that business owners receive when they

through problematic times.’

more insightful than a set of accounts

have queries while using their business

from a couple of years ago.’

hubs. Accountants will therefore find

‘Banks would love to be able to

Molyneux believes that developments

AB

Sally Percy, journalist

Content sponsored by FreeAgent, award-winning accounting software for small businesses and their accountants.
Find out more at freeagent.com
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Bringing integrity
Continuing ACCA’s theme of ‘the purpose of the profession’, we look at how the
clarity and assurance that audit can bring are now more important than ever
In these uncertain times, the true

It is a review that ACCA has

under scrutiny since long before the

welcomed. The wider role of audit has

increasingly clear. As the Covid-19

current crisis. In the UK, we have

been laid bare – it should not look

crisis unfolds, businesses and their

had the Brydon review, which set

backward, but rather play a role that

stakeholders need clarity and

out a long, thorough and thoughtful

allows stakeholders to make informed

understanding amid the confusion

appraisal of audit, where it has come

decisions for the future.

They need clarity on their financial

54

The purpose of audit has been

purpose of audit is becoming

up short and how it can be improved

In his report, Sage chairman Sir

figures, an understanding of what those

for the future. And, most importantly, it

Donald Brydon called for a redefinition

figures mean, and assurance over the

has put the purpose of audit firmly on

of audit and its purpose. The call for

integrity of this information.

the agenda.

reform has been echoed around the
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world, but there is also a fundamental

So is the real purpose of audit to

anxieties about auditors’ legal liability.

recognition that audits already play a

reduce the cost of capital and of

There needs to be a separation

crucial role in how capital markets and

corporate failure? If one were to take

between risk of liability and acceptance

the wider economy operate.

a narrow view of stakeholders and see

that users other than shareholders may

them purely as investors, then that may

and will make decisions based on the

well be true.

audit report.

Brydon identifies the need for a clear,
easily understood and all-encompassing
purpose for audit. Audit exists to give

But the term ‘stakeholder’

Here, decisions to take action or

users confidence in companies, and

encapsulates much more than this. It

not are equally important. Society has

the purpose reflects this – it is a public

covers employees, suppliers, customers,

demanded a publicly available report

interest function, but one that verifies

government and the wider public. It

and, in consequence, non-shareholders

so much more than simple compliance

covers those with an interest in the

will also make use of it. But if an audit is

with laws and rules. In the words of

environmental and societal impact of

to fulfil this wider purpose, then auditors

Brydon: ‘The purpose of an audit is to

business. Many of these will turn to a

should have regard to this reality

help establish and maintain deserved

company’s annual report for details of its

without any extension of legal liability

confidence in a company, in its directors

activities in these areas, the actions that

beyond that owed to the shareholders

and in the information for which they

it is taking to address certain issues and

as a body. It’s a difficult balancing act,

have responsibility to report, including

the success or otherwise that it is having

but one that needs to be addressed

the financial statements.’ As Maggie

in tackling them.

if the full potential and purpose of an
audit is to be realised.

McGhee, ACCA executive director
– governance, says: ‘The numbers
only tell part of the story; it is about
interpretation of the numbers.’

Picture of resilience
A high-quality independent audit
can give stakeholders assurance over
a business’s liquidity and ability to
carry on as a going concern. It helps
build a picture of resilience. It will
challenge management’s assumptions
and judgments – a vital function at

There needs to be a
separation between
risk of liability and
acceptance that
users other than
shareholders will
make decisions
based on the audit

Beyond the financials
Irrespective of this, there is clearly an
opportunity for the audit profession
to extend the purpose of an audit to
cover the assurance it can give to the
wider community. This will increasingly
encompass non-financial reporting.
This is not just about what
management says at the front of its
annual report tallying with the numbers.
It is about whether the reported actions
of management align with what the

times of high pressure, but equally as

auditors see in reality. Whether that is a

important in times of strong economic
Of course, all these groups will

commitment to treating customers fairly,

how realistic the business’s growth is,

ultimately benefit from a lower cost

closing the gender pay gap, decreasing

and how realistic the management’s

of capital, as they will all benefit from

an entity’s environmental impact or

judgments and assumptions are.

the success of a business. This could

demonstrating its adherence to good

Every business and management team

be in the form of lower prices, reliable

governance principles, an independent

will have their own idiosyncrasies –

service, secure employment, increased

auditor’s view could prove invaluable. It

every audit should, as its core purpose,

tax revenue, and increased social and

can marry tone and culture, and provide

cut through these to provide an

environmental awareness.

challenge and insight.

Legal liability

important as the purpose of audit shifts

respond to such idiosyncrasies and

However, as Brydon acknowledges,

from a backward-looking report to one

should ultimately lead to a lower

the discussion of the role of audit and

that addresses the future. At a time of

cost of capital, and lower costs from

its relationship with other users of its

unprecedented challenge, this could

unnecessary corporate failures,

reports, other than the shareholders for

prove to be the real purpose of audit.

through increased and deserved

whom the report has been contractually

confidence in business.’

prepared, has been bedevilled by

growth too. A high-quality audit will ask

This will become increasingly

informed opinion.
As Brydon says: ‘Good audit will

Philip Smith, journalist
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Getting personal
Personalisation is difficult to do well on small budgets, and can be poorly received.
Better to be hyper-relevant than personal in your firm’s marketing, writes Jason Ball

56
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Targeting people with products and

This marketing theory of ‘jobs to be

This sounds very simple, but data

services that data tells us they want

done’ is attributed to Harvard Business

suggests a clear disconnect between

makes perfect sense. Depending on

School professor Clayton Christensen,

what clients are looking for and what

their persuasions, it means they’ll be

who wrote in the Harvard Business

the firm thinks it needs to be offering. A

seeing content and ads about bicycles

Review: ‘When we buy a product, we

2018 survey of 1,000 small businesses by

and Lycra, rather than dog collars and

essentially “hire” it to help us do a job.

SourceMedia Research and Accounting

pet grooming.

If it does the job well, the next time

Today found their biggest financial

we’re confronted with the same job, we

challenges to be audits and debt. But

tend to hire that product again.’

many of those same small businesses

But professional accountants are not
working in the consumer market. And
the trouble with personalisation in our

Importantly for accountancy firms, this

didn’t realise that accountancy firms

sector is that it is really difficult to do

is about helping clients make progress

could provide help with cashflow

it successfully without fantastic data.

in the areas that matter most to their

troubles and profitability issues.

Sadly, the data we have to hand is often

businesses. If your firm can help them

average at best.

do this significantly better than their

they really need to free up capital to

If we were to really personalise our

If by talking to clients you find out that

current approach, they will hire you. If

fuel their business growth, you can start

content at scale – beyond the ‘Hi

not, all the personalisation in the world

creating content that clarifies how tax

[First name], when [Company name]

isn’t going to help.

optimisation plans can achieve exactly

is looking for a new accountancy

this. And if they need help reducing

firm’ approach – we would need to

their debt burden, you can create case-

understand precisely who our buyer

study driven content on how your firm

is and exactly what they are looking
for. This kind of personalisation also
requires producing a ton of content for
every stage of the buying process and
for every single one of the many people
(CEO, CFO, HR and more) involved
in any purchase. This is expensive to
produce, a nightmare to manage and all
for marginal returns at best.
Most firms would struggle to even

has a track record in helping businesses

Data suggests a
clear disconnect
between what
clients are looking
for and what the
firm thinks it needs
to be offering

manage a fraction of this – and they are

Psychopathic focus
Ultimately, instead of (hyper)
personalisation, firms should focus
on being (hyper) relevant. Get under
the skin of your clients, find out what
will drive the most interest at a broad
market level, and then create a limited
amount of high-value content that’s

struggling. While 70% of B2B marketing
leaders think it’s important for their

to increase profitability.

psychopathically focused on the realIn this, it is largely irrelevant whether

world pain points that challenge your

prospects to receive personalised

you can group them into an arbitrary

content, more than half believe their

set of shared attributes because these

efforts to personalise have been

attributes do not drive action. They will

is account-based marketing (ABM).

ineffective, according to a survey by

not hire your firm because they are a

This focuses on a limited number of

Heinz Marketing and Uberflip.

mid-sized engineering business based

very high-value accounts. ABM can

in the West Midlands. Nor will they hire

and should be highly personalised to

Specific job to be done

you because they have a time-poor CFO

specific, researched pain points and

So what’s the solution? First we must

who likes occasional trips to the opera.

requires a joined-up approach between

recognise that our clients don’t buy

These are not motivating. Getting the

marketing and business development.

accountancy services because of who

most important things on their to-do list

they are or whatever ‘persona’ we try

done, however, is.

to fit them into. They buy our services

It’s up to you to find out what job your

clients’ progress.
The one exception to this approach

For everyone else, show how your
firm can help them make progress with
the jobs that matter most and how your

because they have a specific job to

client needs to be done and how your

be done. When we understand this,

firm can be hired to help. To do this, talk

we can see why personalisation isn’t

to as many existing clients, past clients

Jason Ball is founder of B2B marketing

actually that important.

and almost-clients as you possibly can.

agency Considered Content.

approach is distinctive.
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Caring finance
Robert Butler FCCA, CFO of the Alzheimer’s Society, describes how finance
is a major challenge in ensuring adequate support for those with dementia
Alzheimer’s Society is the UK’s
leading dementia charity. It provides

i

CV

the UK. These sorts of acitivity are
now of course suspended. But Butler
updated AB, saying the organisation

essential services to those with the
disease and their families. For Robert

2018

is finding ways to provide support

Butler FCCA, that was a good reason

CFO, Alzheimer’s Society

remotely and safely. People can use the
charity’s Dementia Talking Point online

to join as its CFO. ‘I spent most of my
career in the commercial sector,’ he

2015

community to post questions, and there

explains. ‘I came late to the not-for-

Head of finance – fundraising; then

is the Dementia Connect support line,

profit sector, four years ago, and I

deputy CFO, Save the Children UK

which operates seven days a week.

years. It was quite a move to go from

2008

Financial challenge

one sector to the other.’

Head of finance – planning; then head

Finance is a major challenge for the

of finance – strategic customers and

charity – both in terms of maximising its

solutions, Thomson Reuters

own income and in seeking to arrange

joined Save the Children for a couple of

Having a brother with Down’s
syndrome, Butler spent a lot of time with
him and mental health charities over the

adequate support for people with

years. ‘As I started to research finance

2001

dementia and those around them. It

roles, I was thinking, what do I want to

Various US-based finance roles based in

campaigns by lobbying government,

do next? I decided to use my skills to

subsidiaries of Thomson Reuters

policymakers and the public. It argues

help make life better for people. There

that councils are under-funded for social

is more of a sense of fulfilment than in
services from their local community

Alzheimer’s Society is a complex

and local councils – not only around

treated unfavourably by the NHS.
‘Dementia is caused by diseases of

organisation. It has an income of £112m

health, but also with regard to housing

the brain, and yet patients with brain

a year, of which about £26m comes

and financial support. And we offer

cancer get more support than those

from contracts with local authorities, the

crucial emotional support; some

with Alzheimer’s,’ says Butler. ‘One of

NHS and others, for delivering services

people affected by dementia, but also

the misconceptions about dementia is

as part of the social care system. Last

their carers, go through significant

that it as an inevitable part of the ageing

year, £73m came from fundraising by

bouts of depression.’

process. But we work with people in

individuals and communities, with the

The charity also provides what it calls

their early 40s who have a diagnosis of

balance of income coming from trusts

a ‘side-by-side service’. Its aim is to help

early onset Alzheimer’s – it’s a condition

and corporate partners.

people with dementia remain active in

that can be genetic.’

‘There are three main things we do,’
explains Butler. ‘We deliver a suite of

their community.
‘Because people with dementia can

An ageing demographic is adding
pressure, as is the problem of local

support services to people affected by

become withdrawn, we partner them

authorities struggling to balance their

dementia and their carers. There are

with a volunteer who spends time

budgets. Butler estimates that councils

850,000 people with dementia in the

with them periodically over a series

will face a funding gap of about £5bn by

UK and many more affected by it. It’s

of weeks. They might take them to

the end of the decade.

growing all the time.’

the zoo, a cafe, or the cinema, to help

The society has a Fix Dementia Care

them find confidence and feel that

campaign, whose chief objective is

advisers offering post-diagnostic

they are still embraced and included

to solve the social care crisis. ‘There

support, helping people understand

in the community.’ This interview took

isn’t an easy solution, but it’s a big

how they get access to appropriate

place before Covid-19 spread across

issue that governments have not

‘We have face-to-face dementia

58

care provision, and that dementia is

generating profits for shareholders.’
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solved and not prioritised,’ says Butler.

But at the back of all the initiatives

‘There’s been no major reform in the

and programmes is the need for the

last 20 years.’

society to operate as an efficient

There are other ways, too, that the
society tries to make life better for
people with dementia. ‘It’s important

organisation, which is where Butler’s
skills come in.
‘We’ve restructured our finance team

we find a cure,’ continues Butler, ‘but

to build a more effective business-

it might take some time. We need

partnering ethos and approach,’ he

to make sure that we’re researching

says. ‘I’ve been promoting our efficiency

technology and other means of helping

and effectiveness agenda. How do we

people as much as we can.

deliver greater value for money? How

‘Some people who have lost the
ability to communicate verbally are

do we spend the money?’
This process is helped by engagement

‘I wanted to use
my skills to help
make life better
for people. There is
more of a sense of
fulfilment than in
generating profits
for shareholders’

Internally, the charity asks staff for
suggestions on how to reduce costs
and improve effectiveness. ‘We will pick

able to communicate very effectively

from staff and supporters. Annual

a topic and encourage people to talk

through their iPads.’ Technology can

Memory Walks, in which people with

to each other about this,’ says Butler.

monitor people’s movements, sleep

dementia are encouraged to take

‘It becomes more than just a one-way

patterns, behaviour, blood pressure and

part with friends and relatives, are an

process from the CFO down.’

other vital signs, raising the alert when

important source of income, which also

someone needs support.

improves social involvement.

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

Tax

annual investment allowance was
temporarily increased to £1m from 1

Charity reporting

Welsh income tax

January 2019 for two years. Transition

Auditors, trustees and independent

Guidance helping individuals assess if

rules apply where years fall outside

examiners should reflect on the latest

they are a Welsh taxpayer highlights

the two-year window, so for December

guidance from the Charity Commission

that individuals will need to consider

year ends these transition rules had no

and remember that they need to report

carefully their residence. The following

real impact. For June year ends, the

on any matter of material significance.

is a typical example contained within the

transition rules will have the following

guidance material:

impact on the maximum allowance that

For example, an independent
examiner must report on whether they

‘You have a family home in Cardiff

a business can claim. For example:

have reasonable cause to believe that in

with your husband and children but

Year end 30 June 2020

any material respect:

work in Kilmarnock [in Scotland]. To

£1m

*

proper accounting records were

avoid the commute, you rent a flat

Year end 30 June 2021

not kept

in Kilmarnock where you stay during

£1m x 6/12 plus reversion back to the

*

the accounts do not accord with the

the week and keep some of your

original allowance £200,000 x 6/12 =

accounting records

possessions. You return to the family

£600,000.

*

if accruals accounts were prepared,

home in Cardiff each weekend. All the

they do not comply with the legal

friends that you see socially live in or

New MTD for VAT deadline

requirements and the applicable

around Cardiff. You’re also a member of

All businesses now have until their first

SORP, other than the requirement

various local sports and social groups in

VAT return period starting on or after

that the accounts give a ‘true

Cardiff and your doctor and dentist are

1 April 2021 to put digital links in place.

and fair view’, which is not a

in Cardiff.

matter considered as part of an

Despite spending more time in terms

SI 2020/372 auto-enrolment

of days in Kilmarnock through the tax

The automatic enrolment earnings

If an examiner identifies any other

year, your main home is Cardiff because

trigger remains at £10,000 for 2020/21.

significant concerns, then they must

of the family, social and other links that

The lower limit of the qualifying

include them in the report to the

you have there. You’re therefore a Welsh

earnings band increases to £6,240 while

trustees. For example, the examiner’s

taxpayer for the whole tax year.’

the upper limit will remain at £50,000 to

report may state that there has been

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

maintain alignment with the NICs lower

independent examination.

material expenditure that is not

and upper earnings limits for 2020/21.

consistent with the terms of the charity’s

AIA

governing document.

Financial years ending on 30 June

Flat-rate deduction increases

will benefit from the full 100% relief

Employees who have to work (under

from the latest Charity Commission

of £1m for the financial year starting

contract) from home on a regular basis

guidance at bit.ly/ACCA-trustees.

on 1 July 2019. As a reminder, the

can claim tax relief for the incremental

You can find the ACCA guide drawn

costs of certain bills, such as business

Keep up to date on Covid-19 implications

phone calls, gas and electricity
(although fixed costs such as rent and

ACCA is publishing up-to-date guidance at accaglobal.com/covid-19, where

broadband, where these costs represent

members can continue to find the latest information including technical guidance.

both personal and business use, cannot

Thank you to everyone who has contributed to the Covid-19 newsletters and content.

be included in these claims). If the
employee either voluntarily agrees or
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Audit opinions
The Financial Reporting Council’s Bulletin: Illustrative Auditor’s Reports on United
Kingdom Private Sector Financial Statements is extremely clear on audit report
decisions and other issues including qualifications, going concern considerations
and other auditor duties. It states the following on qualifications:
‘In the course of their work, an auditor may:

*

conclude that, based on the audit evidence obtained, the financial statements

*

might be unable to obtain sufficient appropriate audit evidence

as a whole are not free from material misstatement; or
to conclude that the financial statements as a whole are free from
material misstatement.’

Where either of these situations arises, the auditor is required to modify their
opinion in the auditor’s report in accordance with ISA (UK) 705 (Revised June 2016).
The table below illustrates the impact on the auditor’s report where a modification
to the auditor’s opinion is required:

Scenario

Requirement

ISA (UK) 705 Relevant illustrative
reference
report(s)

The auditor, having obtained sufficient appropriate audit evidence,
concludes that misstatements, individually or in the aggregate, are
material, but not pervasive, to the financial statements.
OR
The auditor is unable to obtain sufficient appropriate audit evidence
on which to base the opinion, but the auditor concludes that
the possible effects on the financial statements of undetected
misstatements, if any, could be material but not pervasive.

The auditor
shall express
a qualified
opinion

Paragraph 7

The auditor, having obtained sufficient appropriate audit evidence,
concludes that misstatements, individually or in the aggregate, are
both material and pervasive to the financial statements.

The auditor
shall express
an adverse
opinion

The auditor is unable to obtain sufficient appropriate audit evidence
on which to base the opinion, and the auditor concludes that
the possible effects on the financial statements of undetected
misstatements, if any, could be both material and pervasive.
OR
In extremely rare circumstances involving multiple uncertainties, the
auditor concludes that, notwithstanding having obtained sufficient
appropriate audit evidence regarding each of the individual
uncertainties, it is not possible to form an opinion on the financial
statements due to the potential interaction of the uncertainties and
their possible cumulative effect on the financial statements.

The auditor
shall disclaim
an opinion

The Appendix
of ISA (UK) 705
(Revised June 2016)
contains illustrations
of auditor’s reports
with modifications
the opinion.
Paragraph 8 to
While these have
not been tailored
for the UK, they
illustrate the
requirements of
the ISA (UK) where
the auditor is
required to modify
Paragraphs 9 or disclaim their
and 10
opinion.

In Bulletin: Miscellaneous Reports by Auditors Required

writing, whether in their opinion the qualification is material

by the United Kingdom Companies Act 2006, auditors are

in determining if a distribution would contravene Part 23 of

reminded of section 837 CA 2006 (bit.ly/gov-ca06-s837):

CA 2006 and must:

‘Where the auditor has issued a qualified report on
the last annual accounts, the company’s ability to make
a distribution, by reference to those accounts, may be in
doubt. In such circumstances, the company cannot make a

*

in the case of a private company, have been circulated to

*

in the case of a public company, have been laid before

members in accordance with section 423, or
the company in general meeting.’

distribution unless the auditor has made a statement under

You can read both bulletins at bit.ly/frc-ca06-rep and bit.ly/

section 837(4) of CA 2006 ... The auditor must state, in

frc-bulletin-aud.
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chooses to work from home (ie not as

them to achieve that, but that you

part of the employment contract), this

fully understand that the situation

allowance cannot be claimed.

is going to be very difficult for
them all.

A flat-rate deduction of £4 per week
is available to employees to cover
additional household expenses. From

*

This situation is completely
unprecedented, therefore none

April 2020, this will be increased to £6 per

of us has any idea what approach

week where they work at home under

any tribunal would take, but most

home-working arrangements. No records

employees must realise that there is

of actual costs incurred need to be kept

little point in a tribunal claim if there

if claiming the flat-rate allowance.

is no employer to sue, so it would
make sense for employees to take a

Law

pragmatic view.
In terms of the law, the general principle

Employment law

for employees (not for casuals or agency

In one of our Covid-19 updates

workers) is that an employer cannot

we highlighted the importance of

reduce unilaterally an employee’s pay

agreement to terms-and-conditions

and/or hours without their consent

changes between employees and

unless the employer has provided

employers, and the uncertainty existing

for unpaid short-time working in the

around this issue. The key message is to

contract of employment (which is

talk to your workforce.

relatively rare). If employees are sent

The priority for most employers is

home without pay, they are entitled to a

going to be retaining staff if they can.

guarantee payment, and may well have

The government intends to put a full

a claim for back-pay.

package of support in place to enable

imposes a pay cut on an employee, this

to be hoped that the suggestions given

constitutes a breach of contract, which

below will be unnecessary. Areas to

would entitle an employee to leave and

consider include:

claim constructive dismissal (less likely

*

Insurance needs to be fully

in the current circumstances) or remain

discussions with employees, either

investigated by all employers.

with the employer under protest and

within a redundancy consultation or as

The government has stated that it

make a claim for back-pay on the basis

a standalone meeting, the employer

considers that its current statements

of unlawful deduction.

may be able to persuade employees to

are sufficient to bring interruption

*

62

Thus, if an employer unilaterally

businesses to retain staff. Therefore, it is

Saving costs by making redundancies

It is possible that by holding frank

accept a reduction in pay and/or hours,

to business policies into effect and

is always a possibility. There is no doubt

which would be likely to prevent them

require insurance companies to

that the many businesses suffering

having any later claim for deductions

make good on them.

a catastrophic reduction in demand

from wages.

In discussions with staff, it is

would have grounds for this, and in

probably the most sensible course

an emergency situation it is generally

to perhaps reduce hours/pay would

of action to be as open and

accepted that the period of consultation

contain the proviso that if you do

transparent as possible about the

may be very short. Any consultation,

achieve some sort of compensation

situation the business is in, the

however short, would explore other

from government, you will do your

measures you are taking to enable

possibilities with the affected employees,

best to make up any money that the

it to survive and what you are asking

such as unpaid leave. Of course,

employees have lost out on, or at least

of them. You will remind them

redundancy is itself an expense many

restore the previous status quo as

that the survival of the business

employers will want to avoid right now,

quickly as you possibly can.

is in their interests, and that your

as they will need a workforce in future,

objective is to work together with

assuming the business survives.

Any compromise you might reach

Many employers that have closed
offices and asked employees to work
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best they can. If possible, it would be

status. These can be found at bit.ly/

advisable for employers and employees

ACCA-tf-employment.

to wait to see how far the government
is able to get the package of support

AML

up and running and how effective it is

As previously highlighted, firms need

before taking any precipitate action

to review their anti-money laundering

As far as possible, no firm decisions

(AML) processes. All accountancy firms

should be taken without assessing

must have policies and procedures for

how far the new grants, loans and

managing their money-laundering and

other support will allow businesses

terrorist-financing risks. This ensures

to survive and retain staff.

a focus of resources on the areas

You can find employment law

of greatest risk. As per the Money

factsheets at bit.ly/ACCA-tf-

Laundering, Terrorist Financing and

employment.

Transfer of Funds (Information on
the Payer) Regulations 2017, an AML

Employment law reform

firm-wide risk assessment must be

As previously highlighted, following

conducted and documented. This

the publication of the government’s

assessment must be considered when

Good Work Plan, and to improve the

creating or updating a firm’s policies

lot of casual workers in particular, the

and procedures.

entitlement to a statement of ‘written

ACCA has created a firm-wide

particulars’ will now include workers as

risk assessment factsheet to help

well as employees. Importantly, from

practitioners. You can find this and

6 April 2020, the right to a statement of

other AML support at bit.ly/ACCA-aml-

written particulars will become a day-

support.

one right, rather than after the current
two months.
In addition, the information to be

Money service businesses
It is important if you are advising

included in the written statement from

businesses that they have the

from home will not have a clause in the

day one is being expanded.

correct authorisation. For example, a

contract allowing this, or any working-

Employers will need to draft new

practitioner advising a ‘money service

from-home policy. Although there is

statements and contracts in order to

business’ would issue a suspicious

no way of knowing what approach

ensure that this information is provided,

activity report if that business wasn’t

any tribunal might take to this, the

and look at induction procedures to

registered with HMRC.

likelihood is that one would consider

make sure the correct documentation is

‘Money service business’ is the

the situation so unusual that employees

delivered to all employees and workers

term used to describe the following

should adopt a flexible approach.

on or before their first day of work.

activities, carried out by way of business

It is thought that the key will again

A pro forma schedule has been

be good communication and open

included within the updated

discussions. What is the employer

employment law technical factsheets,

expecting or hoping for, and what are

which includes: contract of employment,

the issues for employees with working

standard statement of terms and

from home? How can any problems be

conditions, working time, age

addressed? What sort of equipment is

discrimination, dealing with sickness,

needed and can it be supplied?

managing performance, disciplinary,

in the UK:

*

acting as a currency exchange office

*

transmitting money or any

(bureau de change)
representation of money by any
means (money remittance)

*

cashing cheques payable to
your customer (third-party cheque-

It is likely that both parties would

dismissal and grievance procedures,

be expected to act reasonably and

unlawful discrimination, redundancy

You can find the guidance that

accommodate the needs of the

settlement offers, family-friendly

businesses need to follow at bit.ly/gov-

business and of the employee as

rights, and workers’ employment

aml-msb.

cashing).
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CPD

Sale and leaseback
With the removal of the distinction between operating and finance leases, Adam Deller
explains the new accounting treatment for sale and leaseback arrangements
IFRS 16, Leases came into effect for

finance leases, the accounting treatment

lessee accounts for the proceeds as a

companies with accounting periods

for sale and leaseback arrangements

financial liability per IFRS 9, Financial

beginning on or after 1 January 2019.

also changed.

instruments. In substance, this shows
that the arrangement is a financing

The impact on the balance sheets of
lessees has been well documented,

A sale or not?

transaction, similar to securing a loan

both in this column and elsewhere. As

Instead of determining whether the

against the asset.

a reminder, the major difference is that

leaseback represents an operating or

all lease agreements over 12 months

finance lease, the question has changed

as a sale is a bit more complex. The

will be held as assets and liabilities in

to whether the agreement constitutes

seller-lessee will recognise a right-of-use

the accounts of the lessee.

a sale per IFRS 15, Revenue from

(ROU) asset, replacing the previously

contracts with customers.

held asset. Per paragraph 100(a) of IFRS

Lessor accounting will not be
changed under IFRS 16, but an area

If it is concluded that the asset

The accounting for the transaction

16, this is measured at the proportion

that this column has not discussed

transfer is not a sale, the accounting is

of the previous carrying amount that is

much is the new treatment regarding

quite simple. The seller-lessee continues

retained for use by the seller-lessee.

sale and leaseback. With the removal of

to recognise the asset on its balance

the distinction between operating and

sheet, as there is no sale. The seller-

See the explanatory example in the
panel overleaf.
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payments are not based on an index

Sale and leaseback

or rate. Based on the figures in the

A seller-lessee holds an asset with a carrying amount of US$1mn and enters into a sale

illustration above, if the lease liability is

and leaseback arrangement, leasing it back for 10 years. The agreement constitutes

zero, then the ROU asset would be zero.

a sale per IFRS 15. The amount paid by the buyer-lessor (equal to the fair value of the

This would mean that the full gain of

asset) is US$1.8m and the present value of the lease payments is US$450,000.

US$800,000 would be recognised rather

The proportion of the previous carrying amount that is retained for use by the

than the US$650,000 outlined above.

seller-lessee is calculated by looking at the proportion of the asset retained for use,

Economic principle is key

then applying it to the carrying amount.
Here, the present value of the payments is US$450,000 compared to the US$1.8m

of the sale and leaseback accounting

of the asset has been retained for use, and 75% of the asset has been disposed.

must be that the economics of the

Applying this to the carrying amount of the asset would give a right-of-use (ROU)
asset of US$250,000 (25% x US$1m = US$250,000).
Therefore the entries would be as follows:

CPD

The IFRIC response is that the principle

fair value of the asset. US$450,000/US$1.8m = 25%. This means effectively that 25%

Dr ROU asset

US$250,000

Dr Cash

US$1,800,000

transaction must be reflected. Even if
the payments do not seem to qualify
for inclusion in the lease liability per
paragraphs 26 and 27, the principle is
that the seller-lessee has not transferred

Cr PPE

US$1,000,000

all the rights embedded in legal

Cr Lease liability

US$450,000

ownership of the asset.

Cr Gain on disposal

US$600,000

IFRIC believes that the ROU asset

This produces a smaller gain on disposal than the previous sale and leaseback

could not be measured at zero, as this

treatment under an operating lease. In this case the gain would have simply been

is not an accurate reflection of the

the difference between the proceeds of US$1.8m and the carrying amount of US$1m,

proportion of the previous carrying

giving a gain of US$800,000.

amount retained. Measuring the ROU
asset at zero would imply that the
right to use the asset for 10 years has

With variable payments
As the implementation of IFRS 16
gathers pace, questions are now being
raised with the IFRS Interpretations
Committee (IFRIC) about some of the
finer points of its application.
It was asked what would happen in
a case where the sale and leaseback
has variable payments. This could arise
in a situation where the payments are

no value, which is untrue. While the

As IFRS 16
implementation
gathers pace,
questions are
being raised about
some finer points
of its application

an index, they are charged at a market
rate, being a percentage of future sales.
IFRIC accepts that when calculating
the proportion of the rights retained,
IFRS 16 does not prescribe a particular
method for the calculation, meaning
that entities will need to assess what
is an appropriate and reasonable

calculated as a percentage of the seller-

method to use. In this case, it would

lessee’s revenue generated using the

be a sensible approach to determine
the right of use retained by using the

asset during the 10-year term, instead of
being fixed payments as described by

the liability at the present value of the

present value of the expected leaseback

IFRS 16.

lease payments. Paragraph 27 specifies

payments at market rates.
IFRIC acknowledged that this would

In this situation, IFRS 16 states that

that these payments should be fixed

the cost of the ROU asset consists of

payments or variable payments that

mean that an entity in this scenario

the amount of the initial measurement

depend on an index or rate.

would not apply paragraphs 26 and 27

of the lease liability, among other costs.

66

payments may not be fixed or linked to

This seems to suggest that a company

of IFRS 16. This would also be true of

With the inclusion of variable payments,

applying paragraphs 26 and 27 of IFRS

paragraphs 36 to 38 of IFRS 16, which

it is this point that becomes the most

16 to the example in the panel would

talk of the subsequent treatment of

difficult to resolve. Paragraph 26 states

record a lease liability of zero, as there

the lease liability. In each of these

that the lessee should initially measure

are no fixed payments and the variable

paragraphs, IFIRC has stated that these
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sections of IFRS 16 were drafted without

agenda decision. This would outline the

contemplating a situation where the

recommended treatment rather than

undertake narrow scope standard

measurement of the lease liability might

amending the standard.

setting on this, rather than leave

IFRIC voted on a proposal to

it as part of the annual cycle of

include payments that do not meet the

Gap in the standard

improvements. As there is a gap in the

While IFRIC proposes the publication

standard, it was decided that the IASB

any sale and leaseback transactions

of an agenda decision that clarifies

staff should go away and research into a

with payments that do not meet

that the transaction will lead to a

specific recommended treatment on this

the definition of lease payments.

lease liability, even if the payments are

specific issue.

Respondents did comment that such

variable, there is a further issue. This

transactions do exist and may become

relates to the subsequent measurement

many entities, but demonstrates the

more common in the retail industry,

of the liability.

technical difficulties in implementing

definition of lease payments.
IFRIC said it is currently unaware of

where some or all of the payments

IFRS 16 does not currently permit an

This may not have an impact on

such a significant standard. This

could be based on the seller-lessee’s

entity to reassess the lease liability for

process shows us that some issues can

revenue. Respondents also mentioned

changes in variable lease payments

be resolved with specific decisions

energy production facilities, where some

that do not depend on an index or rate.

recommending best practice, but

or all of the leaseback payments might

IFRIC and respondents recognised that

other deeper issues will lead to actual

be based on the electricity produced.

there is a hole in the standard relating to

amendments to the standard.

Currently there are no projects
on the IASB’s work plan or research

AB

this area, and work will be required.
In relation to the subsequent
treatment of the lease liability, IFRIC

leaseback transactions. There will

is suggesting an amendment to the

be a post-implementation review of

standard. This would provide further

the standard, although no date is

clarification on accounting for the

set. Therefore, based on this issue,

subsequent measurement of the liability

IFRIC proposes to publish a tentative

under such variable payments.

Adam Deller is a financial reporting
specialist and lecturer.
More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Time to rationalise
A package to help the self-employed during the Covid-19 crisis looks likely to settle
the debate over differences between the taxation of the employed and contractors
There was a clear sting in the tail

much harder to justify the inconsistent

package of support to employed

when Chancellor of the Exchequer

contributions between people of

workers, albeit with some restrictions,

Rishi Sunak unveiled his package of

different employment statuses,’ he said.

this could be the opportunity for the

support for the self-employed during

‘If we all want to benefit equally from

government to end the disparity in

the Covid-19 crisis. Although the

state support, we must all pay in equally

the two tax regimes, which it has been

deal was widely praised despite its

in the future.’

wanting to do for some time.

imperfections, there was a payback
clause in the small print.

As Andrew Sanford, a partner at Blick

insurance position for the self-employed

Rothenberg, says: ‘Sunak is supporting

While making the announcement,

could be ‘levelled-up’ in the future

the self-employed but making it clear

Sunak said that the difficulties he had

by harmonising national insurance

that the perceived tax privileges they

faced pulling together the scheme had

contribution (NIC) rates. Currently, a

currently receive will be challenged in

confirmed the inconsistencies between

self-employed individual pays 3% less

subsequent Budgets. That is the sting in

how employed workers and the self-

NIC on profits up to £50,000 compared

the tail for the self-employed.’

employed are taxed.

to an employee, but they also have to

‘I must be honest and point out that
in devising this scheme in response
to many calls for support, it is now

68

The suggestion is that the national

pay class 2 NIC, at £158.60 a year.
Given that self-employed individuals
have been granted an almost identical

It is a political football that has
been kicked around for some time
now, and observers are expecting to
see measures to level the playing field
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to us that employment status and

attention has been on cleaning up the

payments of tax and NICs are often

current definitions of employment rather

connected particularly when it comes to

than addressing the tax code.

temporary work.
‘We believe that the number of cases
in the employment tribunal and higher

not support an increase in taxes as a

courts each year evidences that the

quid pro quo for helping this cohort. As

lack of clarity in relation to definitions

Andy Chamberlain, IPSE’s director of

in the law itself is central to a growing

policy and external affairs, says: ‘IPSE

problem. The lack of consistency with

made no promises about supporting a

tax law, which often uses variables

tax hike for sole traders. In fact, we took

adopted by the tax authorities based

the opportunity to say the whole tax

upon employment law principles, adds

system for the self-employed needs to

to this and together simply serves to

be reviewed, including IR35.’

create ambiguity and confusion.’

Chancellor Rishi Sunak: time to
address inconsistencies between
different employment statuses.

IPSE, the association for the selfemployed, has made it clear that it did

Chamberlain asks how the

And in summary, Taylor concluded:

government could justify treating

‘It is clear to us that the nature of the

contractors as ‘employees for tax

tax system acts as an incentive for

purposes’ when they have in fact

practices such as bogus claiming of self-

been carved out of the self-employed

employed status, by both businesses

support package. ‘In the same way

and individuals. Whilst specific tax

that the government told us that

changes are formally outside the remit

contractors couldn’t have it both

of the review, we believe that treating

ways, then neither can HM Treasury,’ he

different forms of employment more
equally in the tax system would be

in an autumn Budget, if the crisis is

fairer, more economically efficient and

over by then.

support better quality work. It would

It has been nearly two years since
the government closed its consultation

also reflect the reality of the modern UK
labour market.’

on the Taylor Review of Modern
Working Practices, written by Matthew

Corona as catalyst

Taylor, chief executive of the Royal

So, what has changed since then, and

Society for the Encouragement of Art,

why has it taken an emergency on the

Manufactures and Commerce (RSA). The

scale of the Covid-19 crisis to force the

wide-ranging review looked at a number

government to at least promise to act?

of aspects of employment, or ‘good
work’ as Taylor described it.
Although he was not tasked with

There has of course been the ongoing

‘In the same
way that the
government told
us that contractors
couldn’t have it
both ways, then
neither can HM
Treasury’

off payroll/IR35 debate, which has
distracted, perhaps, from the wider

looking at taxation, Taylor concluded:

issue of tax reform. Again, it has taken

says. Ironically, Chamberlain believes

‘Over the long term, in the interests of

the Covid-19 crisis to achieve what

that if these contractors, who operate

innovation, fair competition and sound

many had been calling for over some

through limited companies and have

public finances, we need to make the

time – a delay in implementation of

therefore been excluded from the

taxation of labour more consistent

new rules in the private sector following

support package, had been included,

across employment forms while at the

similar employer-led determinations of a

then the arguments over IR35 would be

same time improving the rights and

worker’s status in the public sector.

‘dead in the water’.

entitlements of self-employed people.’
His report quoted from the

Together with the loan charge – which
had threatened many self-employed

Association of Recruitment

contractors with backdated tax bills

Consultancies’ submission: ‘It seems

going back up to 20 years – the focus of

Perhaps now the political will is there
to settle this issue once and for all.

AB

Philip Smith, journalist
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Mission control
What do you want to accomplish in your career and how do you go about realising it?
Dina Smith has some advice on developing your professional purpose
After the great fire that levelled

takes time but, as the parable of the

London in 1666, one of the world’s

bricklayers suggests, it’s worth the effort.

most famous architects, Christopher

mental health. Without a sense of

Wren, was commissioned to rebuild

will support you in achieving your

meaning, you may potentially feel a

St Paul’s Cathedral. As the story goes,

vision: what you want to accomplish and

perpetual sense of something lacking.

Wren came upon three bricklayers

what success means for you. Purpose

and asked: ‘What are you doing?’ The

gives your goals deeper meaning and

Look behind you

first man replied: ‘Laying bricks.’ The

provides you with optimism and energy

Your purpose springs from your identity

second said: ‘Building a wall.’ And the

for overcoming the obstacles you will

and reflects the essence of who you

third replied: ‘Building a cathedral.’ It

encounter on the way to your vision.

are. Therefore, clarity only comes from

is not difficult to imagine whose work

Understanding your purpose also

looking within. Contemplating three

held the highest meaning and provided

makes it easier to make choices around

different time frames – the past, the

the most satisfaction.

fundamental questions. As Jim Collins

present and the future – will help you

suggests in his book Good to Great,

uncover and clarify your purpose.

As a professional, you undoubtedly
work long and hard hours. But why?

when you’re aware of your values and

What gives your work meaning? What

purpose, the more likely you will be to

the significance of the choices you

is the larger contribution you want to

make decisions and set goals that are

have already made. These are rarely

make? Are you laying bricks or building

solidly grounded.

accidental and seeing the through-line

Starting with the past, reflect on

Having a clear purpose also makes

of these choices can reveal a sense

you more compelling to other people:

of purpose that has been otherwise

purpose: in other words, your mission

employers, employees, colleagues and

obscured. As leadership expert Kevin

for your career. Finding your purpose

other critical business relationships.

Cashman notes, ‘Purpose is that home

a cathedral?
These questions get at professional

70

Here’s why. Clarifying your purpose

Lastly, having a sense of purpose is
associated with better physical and
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within, that place where our talents,
values and service-drive reside. It’s there

Six routes to your purpose

all the time, waiting for our arrival.’

According to the Greater Good Science Center at the University of California,

Mine your past for clues by asking:

Berkeley, purpose grows from connection to others, and a crisis of purpose may be a

what themes or threads have run

symptom of isolation. To discover purpose in life, it offers six tips:

through your life? What pursuits have

*
*
*
*
*
*

Read books that matter to you.

*

‘I interpret and translate the tax

Step 4: Pull it together to create your

code so my clients can prosper’ –

first draft. ‘I will use my (strengths from

tax accountant

step 1) by (activities from step 2) to help

‘I write novels to help transport

create a world in which…(ideal vision

people away from their everyday

from step 3). If the first draft doesn’t feel

worries’ – author.

right, continue to refine it until you love

most energised you and brought you
joy? What moments have been most
meaningful to you, and why?
Focusing on the present, consider
the following questions: what is the
contribution that you want to make

Turn hurt into healing for others.
Cultivate awe, gratitude, and altruism.
Listen to what other people appreciate about you.
Find and build community.
Tell your story to create a clearer narrative out of your life.

through your work, and to whom? What
is the most positive difference your
talents can make in the world? How do
you make people better off with the
work that you do? What are the higher
reasons you work as hard as you do?
Finally, think about the future. What

*

is the legacy you want to leave behind?

You are not generating a bland

it. Ensure it feels true to you and inspires

Imagine yourself at the end of your

statement that would make your parents

you in your work.

life. What would you have wanted to

proud. Your purpose statement must be

accomplish or done so that you feel

grounded in your authenticity and needs

important, but not enough. Actions are

your life and career have been satisfying,

to resonate with you and you alone. It’s

what ultimately matter, you translate

well-lived and with few regrets?

not who or what you think you should

your statement into a plan to have the

be and doesn’t have to be cause-based,

impact you desire. Start by envisioning

Make a statement

such as ‘solve world hunger’. If it gives

the longer-term opportunities and

Next, your goal is to land on a

you a sense of the impact you want to

outline your three- to five-year goals.

concise statement that grounds you in

make and is inspiring to you, then it’s a

who you are, who you want to be and

viable mission statement.

the contribution you wish to make.

Try this simple, four-step process to

Writing a purpose statement is

With your vision and goals set, start
to work backward. First, clarify your twoyear goals. From there, continue halving

For example:

help you get started.

the time frame (one year, six months,

*

‘I create new products to help

Step 1: List three strengths, talents

three months, 30 days) to move from

people simplify and improve their

or gifts that you have. Use nouns

your grand vision to set specific actions

lives’ – product manager

to describe your strengths, such as

for today. Zooming in on the next six

creativity, ability to think strategically, or

months, three months and 30 days, what

communication skills.

are the critical next steps you must take

Step 2: Describe up to three ways you

to accomplish your one-year goals?

express the talents and gifts listed in the

‘The two most
important days in
your life are the
day you are born
and the day you
find out why’
Mark Twain

All this requires time and effort. But

first step. Use a verb ending in ‘ing’: for

it is worth it. Imagine the fulfilment

example, developing products, setting

of feeling like you’re building your

direction or building relationships.

cathedral each and every day, and the

Step 3: Describe your vision of an ideal

profound satisfaction that will come

world in no more than 10 words by

when you step back years from now and

completing this sentence: ‘An ideal

see that you did it.

AB

world is one in which all people are/
have/can/feel…’ For example, ‘receive

Dina Smith is an executive coach

due process under the law’, ‘experience

and owner of Cognitas, a boutique

peace’, ‘have access to healthcare’.

leadership development firm.
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She’s got it in the bag
Tania Brown ACCA, commercial lead in the executive engagement team at Amazon
Web Services ANZ, has created both a laptop bag brand and a network for women
Two years ago, while British-born

market in various countries I was visiting

accountant Tania Brown was shopping

and received the same response.’

Jacq Leigh, a line of women’s leather
laptop bags, was officially launched in

Eventually, she took matters into her

April 2019. But, Brown explains, creating

promotion, she realised there was

own hands to ‘design a laptop bag that

the business was not just about the bags;

nothing in the market that catered to

looked as good as any other handbag:

it also enabled her to develop a much-

corporate women. ‘Shop assistants kept

sleek and stylish, yet functional at the

needed platform for businesswomen to

saying to me, “Oh you can just use the

same time’. What began as a sketch on

celebrate their successes.

one for men.” I was just blown away,’

the back of a napkin soon escalated into

she recalls. ‘It was 2018. Why was it that

a search for a manufacturer. ‘The next

networking event where we were asked

men had this huge range of corporate

thing I knew, I found myself in Shenzhen

to stand up and talk about our proudest

accessories and women didn’t? We’re

in China with an interpreter and a driver,

moment,’ Brown recalls. ‘After one of

in the workplace, too. I kept testing the

visiting 20 factories over four days.’

the ladies spoke of her achievements,

for a laptop bag to celebrate a

‘I remember being at a women’s

the 30-plus people in the room looked
to the next person, as if to hurry the
room along. That moment stuck with
me. I’ve seen it time and time again,
women finding it uncomfortable

‘I’ve seen it
time and time
again, women
finding it
uncomfortable
celebrating their
successes’

celebrating their successes, or even
admitting that they are successful.
‘What I really wanted was not only for
women to be able to buy a beautiful
bag but to also be able to share their
stories and encourage each other.’
In conjunction with the launch, Brown
– who is also commercial lead in the
executive engagement team at Amazon
Web Services ANZ in Sydney, Australia –
has established the Jacq Leigh Network
– a LinkedIn-based network connecting
like-minded women through shared
experiences and relevant knowledge.

Strong network
‘I’ve been really lucky in meeting some
incredible women who have pushed
me and encouraged me to achieve
anything, and helped motivate me to
do the things that I want,’ Brown says.
‘Surrounding yourself with the right
people is definitely a key to success.’
Brown’s route to becoming an
accountant was hardly typical, especially
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as she dropped out of college after just
three weeks.

i

CV

how I spent my time. I also needed to
reorganise my priorities and identify tasks
that could be outsourced.’

‘My mum, as you can imagine, was less
than pleased, saying “you’re wasting

2019

your talent; education is so important,”’

Commercial lead, executive

partner to map out their strengths and

Brown recalls. ‘I remember looking at

engagement team, Amazon Web

weaknesses and figure out who they

her and replying “It’s going to be okay;

Services ANZ, Sydney, Australia

could bring in to complete the picture.

Accordingly, she sat down with her

While her ACCA background means

I still want to learn but I want to do it my
own way”. I felt really compelled to prove

2018

that the finance and legal aspects of the

that you can be successful taking the

Director of host occupier and investor

business come naturally, there was still a

unconventional route.’

solutions – APAC, CBRE Singapore

huge amount of knowledge needed to
bring the brand to life.

Wanting to be able to work and learn
at the same time, Brown secured an

2016

internship at American Airlines as an

Head of fund accounting, CBRE,

the branding and marketing side of the

accounts assistant, where she completed

Melbourne, Australia, then director

business, so we brought in someone

the equivalent of A-levels a year early.

of digital solutions and real estate

who complemented that skillset and

There, she got the idea to study with

accounting services – South East Asia,

could bring our vision to life.’

ACCA. ‘I remember really looking up to

CBRE, Singapore

She says that at 17, she applied to
ACCA but was rejected as at that time

Brown also leveraged her tech
knowledge to formulate strategies for

the female CFO and thinking, “Okay, I
want to be like her. What do I do?”’

‘We identified the gap in skill lay with

2012

streamlining the business. ‘Automating

Management accountant, UnitingCare

the whole logistics flow was something

Community, Brisbane, Australia

that was very much set in my mind from
day one,’ she says.

the minimum age was 18. Not willing to
take no for an answer, she wrote a letter

2011

explaining why she shouldn’t have to

Management accountant, Brighton

a dropship model where products

wait and was subsequently admitted to

Station Ventures Management,

are held in the factory, packed and

the programme early.

London, UK

then shipped straight to the customer

One such step has been to implement

– which is not the way that Chinese

‘I loved the fact that my employers

factories usually operate, Brown says.

were willing to sponsor me to learn,’
Brown says. ‘I was receiving an income,

travelling, move countries twice and still

not racking up debt, and would come

qualify with the second highest ACCA

challenges, she stays positive by

out with a reputable qualification equal

score in Australia.

reminding herself that if it was meant to

Ultimately, despite the numerous

be easy everyone would do it. ‘When

to a degree or higher.’

Painstaking prep

it gets to that point when you feel like

appealed was its flexibility. Brown took

Launching the Jacq Leigh online store

quitting, I always say, “Let’s rest, not

just over seven years to attain the ACCA

took Brown 18 months of painstaking

quit.” Just take a day, breathe, rethink

Qualification as she wanted to focus

prep work alongside her full-time duties

and come back,’ she says. ‘Everything’s

on gaining practical work experience,

as a director at CBRE Singapore, where

manageable and solvable.’

travelling and passing her exams well.

she worked before joining Amazon Web

The other thing about ACCA that

This attitude has certainly helped her

Services ANZ. This included designing

in being able to give her best to both

she says. ‘I wanted to actually retain

the bag, building the website, managing

her full-time job as well as Jacq Leigh.

the knowledge so I could use it. That’s

logistics and marketing the brand.

‘I’ve always liked being under pressure

come in handy starting a business and

Even with her partner now working full

and stretching myself; I thrive in this

remembering how to do double-entry

time with the business, Brown says that

environment,’ she says. ‘Starting Jacq

bookkeeping, which I haven’t done for

practically all of her time outside of work

Leigh has given me a broader business

10 years.’

is devoted to Jacq Leigh.

knowledge that I would not have got in

‘I didn’t just want to pass the exam,’

In the end, she proved she had made

‘I realised I had to make choices with

the right decision, having managed to

my time and say no to things,’ she

climb the corporate ladder, spend a year

says. ‘I had to be incredibly strict with

my day job.’

AB

Rufus Tan, journalist
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ACCA’s purpose
As ACCA embarks on its Strategy to 2025, we’ve intensified our focus on our
purpose and the impact we have on society. Helen Brand explains
philosophy has proved to

integrity and competence,

professional body? As

115 years ago, it was to

be. Providing access and

as the fundamental building

part of our work on

create opportunity that did

championing inclusion

blocks of trust. And while the

ACCA’s Strategy to 2025

not exist in the profession,

remains just as relevant

challenges that the world

– which began delivering

opening up careers as a

today – if not more so – than

faces have arguably never

from 1 April – it’s a

professional accountant to

it was in 1904.

been greater or more urgent,

fundamental question we’ve

anyone of ability. What’s

been asking ourselves.

striking is how durable that

When ACCA was founded,

What’s the role of a

But there are other, equally
important, imperatives.

this presents ACCA with a
significant responsibility.
As we embark
on this new
strategy, we have
unprecedented
avenues through
which we can lead

Providing access
and championing
inclusion remains
as relevant today
as it was in 1904

and contribute to
building a better
and fairer world.

Our place
It’s against this
backdrop that
we’re launching
our Strategy

Agility in everything

We’re embarking on our

to 2025. We’re proudly

When we set out on the journey of agreeing our strategy, it

new strategy at a time of

re-affirming to the outside

was important that we retained the essence of ACCA. But we

unprecedented change and

world, as the leading global

also needed to look again at our wider role in the profession,

challenge across society, not

professional accountancy

business and society, and make sure that we remain relevant

least as we feel the global

body, our fundamental

to tomorrow’s challenges. Our new purpose statement

impact of Covid-19. The

reason for existing.

encapsulates this.

demands and expectations

leadership through our

for public good, we also need to develop our agility as an

have never been greater.

new purpose statement

organisation. Being able to respond at speed to opportunities

Whether on the climate

– a clear, crisp and

and challenges in a competitive global marketplace will be

and pandemic crises, social

compelling distillation of

essential if ACCA is to continue proudly to lead.

mobility or inequality more

ACCA’s raison d’etre. It

widely, society is looking to

gives us a new, powerful

hallmark of the ACCA brand while being able to move

organisations to act and help

way to talk about ACCA’s

quickly and decisively. That shift – and the move towards

to re-balance, in the interests

place in the world and the

activating our entire ACCA community – will be essential

of fairness and long-term

value we create. But it also

to realise the ambitions we have to 2025, on behalf of our

sustainability.

builds on everything we

So, we need to maintain the high quality that is the

members and future members.

In this world, all of ACCA’s
stakeholders are looking for

74

We’re articulating this

the public has of institutions

Alongside that consistency and the golden thread of acting

have done to date to drive
the profession forward to
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Purpose and values
ACCA’s purpose is that we’re a force for public good. We lead
the profession by creating opportunity.
Our values distil what drives ACCA in a way that draws
on our proud heritage while using language that resonates
with our stakeholders, not least employers and educators.
These values are:

*

Inclusion. We remove barriers, create connections and

*

Integrity. We’re ethical, honest and accountable and

embrace diversity.
encourage the same in others. We act in the public interest
and focus on long-term value.

*

Innovation. We create solutions that ensure our profession
is ready for today and tomorrow.

You will hear plenty more about our strategy as we share it
across the ACCA community.
None of us can be certain what the next five years holds, but
we believe our strategy puts us in a strong position to strive for
success, and we’re confident that ACCA will thrive and flourish
in the face of any challenges that come our way.

a better tomorrow. From

The ambition of the

our pioneering work in

Strategy to 2025 is to move

developing the capacity of

to being a fully activated

the profession globally, to

ACCA community, enabling

our focus on progressive

and inspiring everyone

topics in our professional

across the ACCA family to

insights work – such as the

connect and collaborate.

profession’s contribution to

Doing this will require even

sustainable development

greater agility from ACCA’s

and social mobility – this is

people – and we’re excited

already what ACCA delivers

to get started on this journey,

and champions.

for you and with you.

We do all this in co-

Look out for more about

operation with members,

the Strategy to 2025 at bit.

students, partners and a

ly/ACCAAboutUs. (See also

host of other stakeholders.

ACCA president Jenny Gu’s

We’re already recognised

column about the Strategy to

as being the profession’s

2025, on page 19.)

AB

‘super-connector’, with
the ability to galvanise

Helen Brand is ACCA’s

and draw on our network.

chief executive.

Members of ACCA’s International Assembly have
contributed to the Strategy to 2025, providing vital
input to help steer the future direction of their
professional body.
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Point of difference
Recent ACCA personal development workshops explored how out-of-work
accountants can use clarification, capability and motivation to win new opportunities
The prospect of redundancy

redundancy, to realise their

will inevitably be daunting

strengths and appreciate

wherever you are in your

their full skillset. In addition,

career and whatever the

they sought to help these

state of the economy. But

members boost their self-

it is even more dismaying

confidence, increase their

right now, as the Covid-19

visibility in the marketplace

pandemic causes widespread

and explain redundancy as

uncertainty, putting lives and

part of their career story.

jobs at risk, and suppressing
global growth.
Personal development

Around 16 people
participated in each
development day, with one

is hugely influential in

day dedicated to female

helping accountants who

attendees only and the

are unemployed or facing

other for both genders.

redundancy to secure new

Participants included finance

opportunities. ACCA has

professionals at every stage

accordingly been piloting a

of their career, from industry

programme called the Point

and practice, and across a

of Difference for members

range of sectors.

experiencing challenges
because of redundancy.
In March, two pilot

‘Self-

Insight, not training

knowledge

‘Part of the joy of the

is incredibly

development days in London

programme is that it’s

powerful. When

focused on supporting

not a training day,’ says

you’re in a position

ACCA members who

Kate Llewellyn-Cripps, an

of change in your

had already been made

employer brand and personal

career, it’s important to

redundant, or who faced

development specialist,

make sure you are making

‘Acknowledge
your feelings of
shock, confusion
and despair,
but then think
about what
you can do to
create solutions’

76

and founder

decisions for the right

of the Point

reasons and that you are

of Difference

being true to yourself. The

programme.

point of difference relates to

‘It’s intended to

this question: at what point

trigger people

am I going to make a shift?’

to think about

Key to the design of the

themselves

programme is the concept of

as individuals

the success triangle, which

and create an

was devised by management

environment

training group Cohen Brown.

where they can

The triangle’s three sides

be completely

are clarification, capability

honest.

and motivation.
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‘If you truly understand

Critchlow went on to

Her final piece of advice

devote time to networking.

what drives you and what

suggest that redundant

was: ‘Find a mentor, if you

‘It makes a positive

your capabilities are, then

accountants who have

can, to try and keep you

difference when you respond

you will be clear on what

lost confidence in their

focused and steer you in the

in this way because you

will make you happy in your

capabilities should

right direction.’

are doing something that

career,’ Llewellyn-Cripps

consider volunteering for

explains. ‘That sets you up

charitable organisations.

The controllables

for success in your job hunts.’

‘Lots of charities need extra

Andi Lonnen FCCA, founder

help,’ she said. ‘If you have

and chief energising officer

advice for members facing

development days were

been made redundant, you

of Finance Training Academy,

redundancy on its website.

walked through exercises

could volunteer to help them

shared her experiences of

Nigel Bicknell, ACCA’s head

to get to know themselves

because it keeps your brain

being made redundant with

of careers, recommends also

better, to gain confidence

active. You might be a vital

attendees. She emphasised

signing up for ACCA Careers

in their decision-making.

lifeline to them and they will

the value of trying to control

job alerts. ‘It only takes a

They were also encouraged

remind you that you have

the controllables rather

minute to create the alert,

to explore their capabilities

really good skills.’

than focusing on the things

and we will then be able to

Attendees at the

actually moves the needle
forward,’ she said.
ACCA has practical

and motivations honestly, as

Janet Lejins FCCA,

you can’t control. ‘You can’t

send relevant jobs straight to

well as examine what actions

FD at Overland Shoes,

control redundancy in most

your inbox as soon as they

they could take to positively

advised attendees to stay

circumstances, but you can

become available,’ he says.

influence their situation.

true to their values when

control how you respond to

looking for a new role and

it,’ she pointed out.

the workshops was positive.

ACCA members

‘They loved having an open

Attendee feedback on

The wider self

avoid organisations and

Sharon Critchlow FCCA,

sectors that do not fit with

who find themselves

and honest environment

co-founder of workplace

those values. She also

redundant will naturally

to talk in,’ says Llewellyn-

wellbeing provider and

highlighted the importance

feel shocked, confused or

Cripps. ‘They also found

personal development

of preparation. ‘Set up a

despairing. ‘Acknowledge

it valuable to hear other

business Discover Your

spreadsheet of who you’ve

these feelings,’ advised

people’s stories.’

Bounce, urged attendees

contacted, which jobs you’ve

Lonnen, ‘but then think

not to take an overly narrow

applied for, and where

about what you can do to

key is to ‘move forward

you’ve posted your CV,’ she

create solutions.’

through difficult situations

said. ‘Make sure you follow

She believes

rather than get stuck in

those who have

them’. Lonnen agrees:

been made

‘Being redundant can be an

view of their capabilities.
‘Different capabilities
come to the fore at

up on any applications.

different times to

‘Also, make sure your

She believes the overall

support whatever

LinkedIn profile is up to date

redundant

opportunity. It’s hard to see

you’re trying

and it’s got your photograph

should focus on

it at the time, but it can give

on it. If you don’t have many

looking after

you a chance to pause

connections on LinkedIn,

themselves

and reflect.’

contact other ACCA

physically

members. You never know

and mentally,

Sally Percy,

who might know someone

connect with

journalist

to achieve,’
she said.

who might know
someone else.’

AB

friends and
family, and

More information
ACCA aims to run further workshops/webinars in the Point of
Difference programme. Find two articles on facing redundancy
at bit.ly/AB-redundancy and bit.ly/AB-outplacement.
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Advocating success
Now in their third year, ACCA’s advocacy awards celebrate the activities of members
across the world who recommend their profession and encourage others to embrace it
Advocacy is about

the ultimate winners then

recommending ACCA,

being selected by a panel of

Europe/Americas winner Eilis Quinlan

the qualification and our

senior members, including

I was married at 19 and we had three young children when

members to the world

members of ACCA’s

I decided to start evening classes. ACCA’s inclusive policies

at large. You could be

governing Council.

meant I could study at night, work during the day and rear our

The winners all share

spreading the word among

children. This one move changed our lives. I am still practising

students considering

a belief in the power of

their career options,

the ACCA Qualification

employers keen to attract

to change lives. They are

organisation. I want to show others what can be done with hard

the best finance talent, or

passionate about ACCA as

work and ACCA support. I’ve engaged with school students

policymakers wanting to

a beneficial force in local

to show them that accountancy is exciting. Every year I hire at

build thriving economies.

and global economies.

least one student with a Gold-approved training package. I

All want to help younger

chair the ACCA practitioners’ panel in Ireland and represent

It’s something that many

30 years later, in my own firm, and I love it.
To me, advocacy is about showing how proud you are of your

members will be doing

generations build fulfilling

ACCA at the Accountancy

naturally, even if they don’t

careers. Many are using

Europe SMP Forum. If you’re

recognise their actions as a

social media to spread the

considering doing some

form of advocacy. ‘As long

word, share knowledge and

advocacy, I suggest starting

as you are recommending

provide mentoring support,

small. If there’s a local ACCA

ACCA in whatever you are

giving their advocacy a

group or panel, join it. If

doing, that’s advocacy,’

global impact.

that isn’t right for you, try

says John Weston, ACCA’s

something else, but go for it.

head of member advocacy

2019 winners

You definitely get back what

and satisfaction. Some

The six regional advocacy

you put in.

forms of advocacy – such

award winners are as follows:

as participating in ACCA

*

committees and industry

Ajayi ACCA, deputy chief

CEO of Alipay Payment

because advocacy takes

panels – can be easy to spot,

financial officer of TVC

Services HK

so many forms. ‘For some

Weston says, ‘then there is

Communications

Middle East and South

members, the ACCA

Asia (MESA) Maaz

Qualification has had a truly

Mariam Riza ACCA,

Masood Ansari FCCA,

transformative impact on

initiative, such as talking to

vice president of

executive director –

them,’ says Weston, ‘and they

schools about accountancy

intergenerational

financial advisory, at

want to encourage others to

careers, mentoring

consulting at Wattleshire

Deloitte Yousuf Adil.

enjoy the same success.’

all the informal advocacy
members do on their own

somebody through their
exams, or finding someone a

*

*

work placement.’
regional winners were first
recognised within their

*

regional competition, with

Picking winners is always

Rajeev Giri ACCA,

challenging, not least

Europe and Americas
Eilis Quinlan FCCA,
principal of Quinlan & Co

*

*

Emerging markets

KPMG India

countries. National winners
were then put forward to the

ASEAN and ANZ

associate consultant at

The achievements of the

78

Africa Victoria Abiola

China and Hong Kong
Jennifer Tan FCCA,

AB

Sarah Perrin, journalist

Nominating advocates
If you know an ACCA member who is always promoting
the profession, inspiring young talent to join, or being an
advocate in another way, why not nominate them? Contact
your local office about the advocacy awards and how to put
someone forward. See also bit.ly/ACCA-adv-mentor.
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Forum for debate
In the latest article in a series about ACCA’s global forums, we shine a spotlight
on the Accountants for business and Technology forums
their insights to shape its

with ACCA’s Professional

bring together experts

research programme, and

Insights (PI) team to help

from around the world to

heard members’ opinions,

direct its research. Ellis says

help ACCA understand

means it is in a strong

the forum has had some

key issues, trends and

position to respond to calls

very interesting discussions

developments across the

for input, and participate in

over the last year, particularly

profession.

roundtables or contribute

around the emergence of

to publications. This in turn

artificial intelligence and

Accountancy Futures

means that ACCA can lead

automation in accounting.

Academy; Accountants

the profession, influence

‘By sharing our experience

for business; Audit;

public policy and regulation,

and insights, we can help

Business law; Corporate

and shape business practices

ACCA shape what the

role in business. ‘It’s one

reporting; Education;

on key issues.

accountant of the future will

thing having the rules and

look like,’ says Ellis.

the standards,’ she says, ’but

There are 13 altogether:

Ethics; Governance, risk

AB is looking at the

and performance; Public

activities of each forum in

This year, the forum is

it’s entirely another having a

sector; SMEs; Sustainability;

turn over coming months.

focusing on technologies

space where you can discuss

that provide opportunities

what’s actually happening in

Technology

for accountants to stay

businesses across the world.’

meetings, experts from

ACCA’s technology forum is

relevant and optimise what

business, public practice, the

one of the newest, having

they already do. ‘It’s very

Blackburn has supported

public sector and academic

been up and running for just

Taxation; and Technology.
During the forums’

Over the past year,

exciting to be part of the

a close integration of the

spheres come together to

fourth industrial revolution,

forum discussions with the

debate professional hot

and discuss with global

work of the PI team: ‘It helps

topics – describing what is

finance leaders how we can

us close the circle – we share

happening in their country or

prepare ACCA members

what we discuss and our

sector, and sharing problems

for a future augmented

conclusions, and the PI team

and solutions. ACCA gathers

by technology.’ The forum

turns that into collateral

these insights and feeds

members come from a

to support members and

them into its technical

range of countries including

students. It’s a unique feature

research and professional

Australia, India and Canada,

of ACCA’s work.’

insights work – effort that

and work within companies

later becomes known via

such as Cargill, Target,

representatives across Asia,

Microsoft and ScotiaBank.

the UK, Africa and North

ACCA’s publicly stated views.
ACCA is frequently called

The forum is diverse, with

America. It meets four times

over a year. Sam Ellis, one of

Accountants
for business

a year and at times that work

Accountants for business

the global view is important,’

ACCA membership through

chair and manager at RBS

says Blackburn. ‘We all have

society more generally. The

topical debate that flows

Liz Blackburn says one of the

slightly different perspectives

simple fact that ACCA has

both ways: it discusses issues

forum’s primary activities is

about how business

engaged with its members

of high impact or interest

to share experiences on how

works, which enriches the

on these topics, used

and shares those discussions

accountants play an effective

conversations.’

on to present its views on

the forum’s key stakeholders,

the development of the

regards its purpose as

profession, or to comment

providing value to the wider

on wider business or on

for all time zones. ‘Having

AB
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Help is at hand
As the global disruption caused by Covid-19 deepens, ACCA
is supporting members through a dedicated online hub

Director of brand and
corporate reputation
Chris Quick
chris.quick@accaglobal.com

Covid-19 presents us all

that are required by

ACCA’s online hub,

Printing Walstead Roche

with increasing challenges

their organisations and

accaglobal.com/covid-19,

Pictures Getty

in our personal and working

their clients, and in many

provides updates on a real-

lives. We know that staying

instances going above and

time basis, offering resources

connected and informed

beyond to support those in

to help you, your teams and

when many are having to

greater need.

your organisation understand

work from home or selfisolate is vital.
Finance professionals

With such global economic
and business disruption there
is an urgent need for timely

and deal with the impacts
and implications.
The site includes

around the world have

and trustworthy sources

practical guidance from

responded to the challenges

of information and advice

ACCA members – we are

of the pandemic and have

from organisations including

very grateful to all of you

renewed and strengthened

government, professional

who have been in touch

community ties despite the

bodies, regulators,

to lend your expertise to

barriers of physical isolation.

fellow professionals and

support others.

It is clear that ACCA
members are working hard

82

Head of ACCA Media
Peter Williams
peter.williams@accaglobal.com

expert commentators.
As AB alone cannot

The hub will be updated
regularly, so bookmark it

to continue to provide

respond to your need for

for the latest news, advice

the services and advice

such urgent information,

and insights.
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Choppy waters
Accountants steer South Africa’s
SMEs through the storm
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