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Thanks to its trailer stability assist, smallest turning circle
and the fact that it is one of the only pick-ups that can tow
on tarmac in 2WD and 4WD3, the Mitsubishi L200 Series 5 is
simply the best pick-up to tow up to 3.5 tonnes2. The L200
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towing capacity is possible regardless of the number of trailer axles or trailer brakes. 3. Super Select 4WD is not available on L200 Series 5 4Life models. The air conditioning system contains fluorinated greenhouse gases. Chemical name: HFC-134a. Pre-chased
weight: 0.52kg. Global-warming potential ratio: 1430. Converted CO2 weight: 0.74t.
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The core of what we do
Ethics have always been at the core of what
chartered accountants do. We take pride in
the trust we earn through our work, and
the assurance we provide helps to build
confidence in information and reinforce trust
in other relationships.
Maintaining the highest ethical standards
demands vigilance: established and emerging
potential threats must be assessed and
addressed, and even then the ethical course of action can sometimes
seem unclear.
The Audit clinic on page 13 offers some advice in this regard. It considers
some of the potential conflict of interest threats that audit firms may
experience, gives practical advice on their management and points readers
to ICAEW guidance notes designed to assist with understanding and
applying aspects of ICAEW’s Code of Ethics.
Data is also core to what we do. On page 4, ICAEW’s chief executive
considers misuse of personal data, the need for assurance frameworks that
instil confidence in data safety and security, and accountants as guardians
of data in the digital age. This month, the effective date of the EU General
Data Protection Regulation arrives; on page 5 you’ll find some practical
guidance to aid compliance.
The data-driven world is changing how businesses and finance
professionals operate. Robocops (page 11) introduces our report on robotic
process automation and how it affects internal auditors. This guidance
highlights key risks and the need for strong data governance and technical
controls to ensure data integrity and security and underpin assurance.
Finally, those judging compliance with assurance frameworks must also
be judged. Our cover article (page 8) on cold file reviews reminds us how
much can be learnt from independent review of engagement files:
strengths and weaknesses can be analysed to identify root causes and to
support the consistent application of best practices. This too is core to what
chartered accountants do.
I hope you find this edition of interest. I’m looking to improve the
usefulness of Audit & Beyond and would welcome feedback over the next
few months on what you like and what you don’t like.

Dr Nigel Sleigh-Johnson FCA
Head of Financial Reporting and Audit & Assurance
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DRIVEN BY DATA
profession here: “The assurance
Our world is driven
that we provide helps to build
by data – in increasingly
confidence in information and
large amounts. Earlier
reinforce other relationships of trust.
this year, ICAEW
We must promote this fact.” With its
launched its thought
strong public interest ethos and
leadership report, Big data in Chinese
skills in critical judgement and data
businesses (learn more at tinyurl.com/
analysis, the profession is positioned
AB-BigChina).
to build assurance frameworks that
“It will be transformational for our
can instil confidence in people and
profession,” says ICAEW chief
businesses that their data is safe
executive Michael Izza. But we must
and secure.
carefully consider both the risks and
However, the profession will
rewards of generating and exploiting
need to build on its traditional
such vast amounts of what is often
strengths, Izza says: “Accountants
very personal information.
need to consider their skillset in
Recent revelations and
order to remain effective and
allegations concerning Cambridge
relevant in a world of big data and
Analytica and Facebook have
changing technology. We can be
exposed how broad and
the guardians of data, but we’re
comprehensive some people’s
facing tough competition from
digital footprints are and the extent
marketing, operations and data
to which they can be taken advantage
science specialists, who
of for spurious purposes.
may be far more
In a recent blog
advanced in their use
(tinyurl.com/AB-IzzaDigi),
of big data.”
Izza notes: “Mark
Readers will find
Zuckerberg’s testimony
more ICAEW resources
to the US Congress,
relating to big data and
while comprehensive
analytics, including
and apologetic, has not
audit-specific articles,
done much to allay
Big data in Chinese businesses
reports and webinars
wider fears.”
on the ICAEW website at
Izza sees an
tinyurl.com/AB-Res1
opportunity and a
and tinyurl.com/Ab-Res3
responsibility for the
ICAEW
IT FACULTY

I N T E R N AT I O N A L P E R S P E C T I V E S

In partnership with

icaew.com/bigdata
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NEWS & EVENTS

NEW FACULTY WEBINARS – LIVE AND RECORDED
The importance of being sceptical –
when audits go wrong and right – is
the subject of a webinar on 12 June
from 2pm to 4pm. Using practical
examples, the speaker will show how to
get scepticism right, by tackling
questions including:
Where (and when) does scepticism
start and finish?
What does scepticism look like?
Why do we need scepticism?
How do we demonstrate scepticism?

Register at events.icaew.com
A webinar on ‘The audit of bank and
cash in light of recent developments’ has
been added to our library of recordings.
Topics covered include: amendments
arising from the triennial review,
accounting for financial instruments
under FRS 102 and issues of particular
relevance to small companies, such as
directors’ loans and inter-company loans.
Our library of webinar recordings is at
icaew.com/aafwebinars

FOCUS ON FINANCIAL REPORTING
The Financial Reporting Lab of the
Financial Reporting Council will be
holding its 2018 conference on
21 June at 2pm in Central London.
This free half-day event will
consider challenging areas such as

digital reporting and performance
metrics.
Presentations, panels and an open
discussion will be followed by
networking. Register at tinyurl.com/
AB-FRC-Save

DOES AUDIT GO FAR ENOUGH?
“Credibility is an increasingly
scarce commodity these days
it seems. In the era of ‘fake
news’, with the floodgates of
misinformation open wide, it’s beginning
to seem as though the problem might not
be that audit is too onerous, but that audit
does not go far enough,” says Ruth Ward
(pictured), technical manager, assurance,
in a recent blog.
“One lesson of the Carillion collapse

has to be the importance not only of the
right information, but of the right
interpretation of the right information.
“With these two thoughts in mind, is it
time to think again about the role of
reporting and audit when it comes to
smaller organisations?”
Read Ward’s exploration of whether
trust in smaller organisations has been
eroded by light touch regulation, at
tinyurl.com/AB-WardBlog

ICAEW’S GDPR HUB
The General Data Protection Regulation
(GDPR) became effective on 25 May
2018. It changes how companies and
individuals collect, store and share data,
prompting many questions for auditors
and their clients.
Our GDPR hub is being added to and
updated often, as information and
clarification is still emerging from the
Information Commissioner’s Office.
Recent additions have included
helpsheets on: what to include in
engagement letters incorporating the
requirements of the GDPR, rights of an
individual and more.
Recordings of recent GDPR webinars
are available on how to tell if you are
GDPR compliant and on GDPR issues for
auditors. These include:

ICAEW.COM/AAF

the distinction between controller and
processor and which of these auditors
will be for which sorts of engagement;
the importance of understanding the
lawful basis for processing;
whether and when auditors need to
amend their engagement letters; and
the importance of data minimisation.
A follow-up article will appear in a
forthcoming edition of Audit & Beyond.
Visit our hub at icaew.com/gdpr

EVENTS UPDATE
2018 SPRING
ROADSHOW
There is still time to make it
to some of our spring
roadshow events and
improve the running of your
audit practice.
During June, the roadshow
will visit Birmingham, Exeter,
London, Maidstone and
various other venues,
bringing practical insights
and updates from the expert
speakers and trainers: John
Selwood, Andrew Mead and
Peter Herbert.
Firms that are planning
how to improve their audit
quality, efficiency and client
service can explore various
options and examine
their merits.
The roadshow will
consider developments in
audit technology and focus
on the latest thinking on how
to improve audit quality and
efficiency. As always, the
busy audit practitioner can
look forward to a roundup of
all the latest news in auditing
on matters including:
new and revised
International Standards on
Auditing, especially
changes to the audit
report;
new and revised ICAEW
material;
changes to legislation
and regulation;
changes to auditor
ethics; and
topical auditing issues.
These half-day events are
part of ICAEW’s Practitioners
Essentials Roadshow 2018,
which also includes half-day
essentials events on topics in
business, charity and more.
For more information on
content, speakers, dates
and venue and to book your
place visit icaew.com/
auditroadshow2018
and icaew.com/
practitionersessentials
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SPOILED FOR CHOICE
Auditors must not make decisions for clients,
but they may still need to discuss some FRS
102 options, explains Adrian Gibbons

There are very few financial reporting
standards in the UK that have no choices
in them. The only one that springs to
mind is FRS 105 The Financial Reporting
Standard applicable to the Micro-entities
Regime, which is a set of accounting
policies with no options. This is one of the
reasons that the accounting policies do
not need disclosure within a set of FRS
105 accounts. FRS 102 The Financial
Reporting Standard applicable in the UK
and Republic of Ireland has many areas
that need a decision from the client.
These can be summarised as: optional
exemptions and accounting treatment at
transition; accounting policy options; and
disclosure and filing options.
It is important for auditors to remember
that they should not take these decisions
on behalf of their clients, as doing so
would be to act as management of the
entity. This is not only dangerous from a
professional indemnity insurance
viewpoint, but also prohibited in most
cases by the auditing ethical standards
(internationally and in the UK).

ASSESSING THE OPTIONS
There are many optional exemptions that
can be used at the transitional stage, most
of which are not very relevant to small
company clients. However, there is one
optional exemption that should be
discussed with all clients – the option to
adopt deemed cost for fixed assets.
This can only be exercised if there is a
reliable valuation either on or before the
transitional date. Most small businesses
have fixed assets which could have a
reliable valuation at the transitional date.
This one-off up-lift in valuation to
‘deemed cost’ without adopting a policy
of revaluation could be very helpful to the
entity’s credit rating.

6

When reviewing accounts files as part of
practice assurance I frequently find that
the options have not been recorded as
discussed with the client on the accounts
file. When I ask the practitioner, they say
that there are no options relevant to the
entity. I then point out that ‘deemed cost’
appears to be relevant. In effect, by not
discussing the option with the client, the
firm has made the decision for the client
on not to adopt the option. As I say, this is
a dangerous path to go down even in
non-audit situations.

DECISIONS ON ACCOUNTS
Many clients ask me: what should we file
at Companies House? The ‘we’ in this
question is often taken to refer to the firm
of accountants, it should of course be the
directors who are responsible for filing
the accounts. This is the wrong question;
the question should be: what accounts
are the directors going to provide the
shareholders with?
For the smaller entity the answer to this
question is either full Section 1A accounts,
abridged accounts or full micro-entity
accounts. The decision to produce abridged
accounts for the shareholders needs to be
approved by all the shareholders after the
relevant year end and it needs to be
approved each year. We recommend that
this is done using a written resolution to
evidence the agreement of all the

“By not discussing the
option with the client,
the firm has made the
decision for the client not
to adopt the option. This
is a dangerous path”

shareholders. The choice of abridged
accounts or not is one that the directors
should take, not the accountants.
On a small company accounts file I will
look to see if there is any evidence on the
file of the firm discussing the option of
abridged accounts with the client. I have
had practitioners tell me they do not
believe in abridged accounts and so have
not offered it as an option to their clients.
The accountant’s role here is to discuss
the option with the client and then act
under their instructions. Once the client
has understood the cost implications of
abridged accounts they may come to the
appropriate conclusion.
Having decided what accounts the
shareholders are going to receive the
directors can then decide if they wish to
fillet the accounts under Section 444. This
is a decision that the directors should
take, not the accountants or the auditors.
The fact that the client has reached this
decision should be recorded on the
accounts/audit file.

SELF-REVIEW THREATS
Many auditors create a self-review threat
through their attitude that they are
preparing the accounts. I often get emails
that say: “We have drafted the disclosure
note, can you take a quick look?” I usually
go back and ask if the client has seen the
disclosure, to which I am told that the
client will agree to anything we put
before them.
This is the auditor acting as
management and is prohibited in most
cases by the ethical standards (there are
exceptions under the provisions available
for smaller entities). The auditor needs to
be careful here. They should identify the
extent to which they are involved in the
non-audit service of accounts preparation
and have an appropriate safeguard for the
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FRS 102

“The auditor can advise the
client, but the process
needs to be one of
collaboration to ensure
that they understand the
responsiblity they hold”
best way of disclosing the issues, if the
client then wants to have the disclosure
toned down this must leave the auditor in
the position of either bowing to pressure
from the client or qualifying the audit
report. This sounds like a rock and hard
place issue to me.

GARY WATERS/IKON

CLARIFY RESPONSIBILITIES
The auditor can advise the client, but the
process needs to be one of collaboration
to ensure that they understand the
responsibility they hold for the disclosure.
Ultimately the audit team will need to
form a view on the disclosure and the
effect it has on the true and fair view
given by the accounts.
There are lots of areas within FRS 102
that require decisions to be made by the
directors. The firm of accountants/
auditors needs to ensure that its files show
that the issues have been discussed with
the client and the client has made the
decision. For the practitioner to make the
decision for the client is not acceptable
– going down this path will eventually lead
to problems.
self-review threat. They should remember
that the directors present the accounts as
true and fair, the auditors form an
opinion on the reasonableness or
otherwise of this statement.
It is not uncommon for the auditors to
draft the sensitive notes, such as detailed

ICAEW.COM/AAF

related party disclosure or material
uncertainty disclosure relevant to going
concern. This increases the self-review
threat and puts the auditors in a difficult
position if the client refuses the note as
drafted. If the audit team have drafted the
note, I assume that they believe this is the

Adrian Gibbons,
managing director,
SWAT UK
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It makes a lot of sense to use root cause
analysis (RCA) techniques to identify the
underlying key causes behind the findings
of the various reviews that are conducted
of audit and non-audit engagements, both
individually and firm-wide.
RCA can enable firms to take actions
that can prevent recurrence of negative
outcomes and promote recurrence of
positive ones; but the prospect can appear
quite daunting for someone who has
never embarked on it before. Cold file
reviews can be a good place to begin.
Strengths and weaknesses can be analysed
to identify root causes and to support the
consistent application of best practices,
helping firms to improve not just the
quality of audit and non-audit work, but
its efficiency too.
This article will begin by considering
how to get the most from cold file reviews
in an audit context, then a non-audit
context, before moving on to focus on
how to combine such reviews with RCA.
To deliver a consistent, relevant and
effective review, it helps to explore three
key questions.

FINDING BEST
PRACTICE

Insights from cold file reviews
can help all firms to improve
the quality and efficiency of
their audit and non-audit work.
David Gallagher explores how

GETTY

1

WHO SHOULD CARRY OUT
THE REVIEW?
A number of factors need to be considered
when exploring this. Firstly, should the
task be delegated to external reviewers?
In some scenarios this is necessary: sole
practitioners need to have an external cold
file review at least once every three years.
There are, of course, other reasons why it
may be an appealing option.
The advantages include that the
reviewer is clearly independent and
objective and therefore may be better
positioned to deliver hard messages than
an internal reviewer. Also, an experienced
cold file reviewer will know better what
to look for and, when the opportunity
cost of time spent doing the review
internally is factored in, may be able to
deliver the overall service more cost
effectively. But perhaps most of all, the
fresh pair of eyes may be better able
to identify the innovation that can be
hard to find when working so closely
with something.
All that said, at my firm a decision
has been made to keep reviews in-house.
This is partly because there are enough
experienced reviewers who can do the
work. These reviewers have a greater
familiarity with how the firm operates
(both in theory and practice) and the

8
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QUALITY AND EFFICIENCY

feeling is that they will be able to
spend more time getting to the root
cause of why, for example, quality is
lacking. Also, peer review enables audit
directors, prospective responsible
individuals and others to see what good
looks like – and this is very important at
my firm, as the number of people carrying
out such reviews has recently been
widened. Some of the best procedures
(both improving quality and efficiency)
within the firm are a direct result of
seeing them applied, in practice, on cold
file reviews.

2

SHOULD THE REVIEWS BE GRADED?
During my recent faculty webinar (see
Webinar reviews and RCA) on cold file
reviews and root cause analysis, a (totally
unscientific) poll of attendees revealed
that just over half adopted some sort of
grading for audit cold file reviews.
Perhaps this is not surprising; if nearly
everyone were following the same course
it would not warrant much debate.
The dangers of awarding grades are
numerous, but inevitably there is a degree
of subjectivity and the award of a grade
can be contentious. Above all, if
mishandled, the exercise can become
adversarial and all the desired outcomes
(such as insights into how to improve
consistency, quality and efficiency) can
be lost in an argument about the grade. It
will certainly stifle the conversation on
what are the root causes if the reviewee
feels the need to downplay the weaknesses
on their assignment.
On the other hand, as a wise person
once said: “You cannot improve what
you don’t measure”. But we must be
careful. I’m not the only person in the
world who worries about the danger that
the tail will begin to wag the dog; that
while some ‘improvement’ will likely be
real, there is an element of the reviewee
doing what is necessary for the reviewer
to tick a box. Maybe this is getting a bit
too deep. Suffice to say that my firm has
been grading files for some time. The
advantages are threefold:
it places the review findings in
context;
it avoids misunderstandings (for
example, what the reviewer believes
is a matter of fundamental quality,
could otherwise be interpreted by the
reviewee as a ‘nice to have’
housekeeping point);
it enables progress over time to be
viewed.

ICAEW.COM/AAF

HOW TO COMBINE REVIEWS AND RCA
Improving audit quality using root
cause analysis was published by the
faculty in 2016. This paper outlines
what RCA is and what auditors need
to consider to make the most of this
useful tool. It covers the five essential
questions of: what, why, how, who
and when? It also offers lots of
practical suggestions on what you
need to consider to make your
combinations of the cold review
process and RCA effective.

WEBINAR ON REVIEWS AND RCA
Cold file reviews and RCA are the
subject of a faculty webinar. In this,
David Gallagher shares his extensive
experience of carrying out cold file
reviews for audit and non-audit
assignments, paying particular
attention to:
how to maintain a consistent
approach;
how to draw out best practice and
efficiencies; and
how to apply RCA in practice.
As well as the webinar slides,
accompanying material includes a
Cold file audit review compliance
helpsheet and the faculty paper on
Improving audit quality using root
cause analysis – all in our library
of webinar recordings at icaew.
com/aafwebinars

MORE FILE REVIEW AND RCA GUIDANCE
Practical resources including articles
and FAQs to help firms improve
audit quality are collected together
at tinyurl.com/AB-IntlQC
Practice helpsheets on cold file
audit compliance reviews are at
tinyurl.com/AB-ICAEWcoldfilehelp
Other related resources can be
found in the website section on
‘Working in the regulated area of
audit’ at tinyurl.com/ABICAEWregaudit including audit
monitoring FAQs which touch on
cold file reviews at tinyurl.com/
AB-AuditMonitorFAQs
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ROOT CAUSE ANALYSIS
OK – so that’s a lot of discussion about
cold file reviews with the occasional
reference to RCA.
There are lots of ways that cold file
reviews and RCA can be combined
effectively and the faculty offers some
helpful guidance (see Guidance on cold file
reviews and RCA). My experience is not
absolute, but what seems to works best is
firstly accepting that the meat of the cold
file review has to take place first, before
the RCA. However, at the initial feedback
of findings stage, as well as running
through the points identified, two new
questions can be posed:
Does the team accept the point?
Why did the issue arise?

3

HOW CAN CONSISTENCY
BE MAINTAINED?
Obviously, it is easier to maintain a
consistent approach when just one
person is undertaking the review but,
even then, it is possible for deviations.
To help maintain a fair and standard
approach across all reviews, my firm
has the following measures in
place:
a cold file review checklist is completed
for each review;
the typed report follows a standard
template;
the report and grade is moderated by a
small panel of experienced cold file
reviewers, because of the number of
reviewers;
there is a clear process setting out
when, after the initial feedback
meeting, a draft report needs to
be sent to the team and how long
after this they have the opportunity
to respond, before the report is
finalised.
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NON-AUDIT COLD FILE REVIEWS
Aside from the obvious, it is worth
reflecting on what is different when
looking at non-audit files. Clearly on an
audit file there are far more requirements
set out in the auditing standards. But
because there are comparatively fewer
things that must be done on non-audit
engagements, there is a much greater
scope for things to be done differently.
While this may not be a problem, it
stands to reason that some ways of
achieving the desired end result will be
better and more efficient than others. So,
while a non-audit cold review can check
compliance with the firm’s policies and
procedures, the review should also focus
on best practice.
At my firm, this also translates to the
report, which is a combination of grades
on individual requirements (reflected in a
coloured chart) and summary comments.
A poll taken during my recent webinar,
showed that fewer than one in five of
the attendees graded the quality of
non-audit assignments during their cold
review process.

Often there are some easy answers to these
questions – such as an oversight, lack of
understanding, or lack of the right resource
– and some similarly easy solutions – such
as more training. But sometimes this is too
easy; almost lazy. The key to effective RCA
is to skilfully ask the question ‘Why?’ and
keep on asking it until you receive the
answer. Why did the team not understand
how the form is to be completed? Why (if
it’s due to inadequate training) did another
team who received the same training
apparently understand? Why is that form
of training not effective? Once you have a
clear idea of the real reason why, then you
can move on to how to address this. For
example, how can the size of the group or
the delivery of material help to achieve the
learning goals?
Once the RCA has been conducted on
one assignment, the next step is to pool
the findings with all of the others. At this
stage it may become apparent that there
are different reasons given for the same
outcomes. Or you may see patterns
emerge that change the emphasis of what
lies at the root of the issue. At this point,
you may need to go back to the individual
reviews and ask ‘Why?’ again and again.
Combining cold file reviews and RCA
effectively can be a particularly
constructive, enlightening and rewarding
experience – and can deliver more than a
few surprises. When done successfully,
the findings and proposed next steps are
rarely what you might have predicted at
the outset.
David Gallagher is a
member of the faculty’s
Technical and Practical
Audit Committee and the
technical partner at MHA
Macintyre Hudson
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INTERNAL AUDIT

ROBOCOPS

How do you audit a
robot? Peter Mandich
shares the faculty’s
latest assurance
guidance

When we talk about robots, people
may think of humanoid figures like
C-3PO from Star Wars. But many of
the robots in modern workplaces
are better explained as robotic
process automation (RPA) – software
that is programmed to perform
repetitive tasks that are generally
performed by humans interacting
with computer systems.
As RPA increasingly helps
companies to automate routine tasks
and free talent to focus on higher
value activities, internal audit needs to
adapt to the changing technological
environment. It also needs to be clear

how the function will audit software
robots and provide assurance if
businesses are to maximise the value
they can obtain from the software.
In support, ICAEW’s Internal Audit
Panel has produced How do you audit a
robot? (tinyurl.com/AB-TXRob). This
guidance highlights some of the key
risks associated with RPA and provides
advice on the approaches that internal
audit can take to ensure they are
mitigated.
PRACTICAL CHALLENGES
One issue is how many software robots
an organisation can realistically
manage. Multiple departments creating
and maintaining their own software
robots – with varying standards of risk
and control – could mean fragmented,
potentially vulnerable, businesses. IT
departments cannot be responsible for
them all. Strong internal governance
frameworks, perhaps with centralised
oversight, would be key to ensuring this
does not become a business risk.
Another is how to decide which
processes are suitable for automation.
Internal auditors need to consider areas
where levels of subjectivity, complexity
or variability mean it is better to have
people in charge. Even the best
artificial intelligence is far from
‘thinking’ like humans, mixing instinct
and intuition with logic, to make

common sense checks and assess
irregularities or anomalies in the same
way. Furthermore, it cannot spot
where something operationally useful
might be socially or ethically
disastrous. To counter this, ethical
behaviour will need to be embedded
in the design, development and
testing stages.
FAILURE MATTERS
The potential for failure must be
carefully considered. Software robots
adhere to the ‘garbage in, garbage
out’ principle; they operate as
instructed, but if the information input
is flawed, robots can behave in
surprising and unwelcome ways. This
is amplified if they fail and there are
not enough people to operate
processes manually.
Automation acts as a form of
leverage, enabling one person to
oversee what would otherwise be the
work of several, but failure can quickly
create business continuity issues. And
unlike humans, software robots
cannot be interviewed retrospectively
on why they did what they did.
Internal audit should ensure that
RPA deployment testing contains a
broad range of scenarios, including
deliberately breaching normal
processing parameters to see how
error handling and incident
management responds. Ideally,
error-handling routines should isolate
anomalous transactions for offline
review while allowing other
transactions within normal parameters
to continue being processed.
All of this means it is also vital to
have data governance and technical
controls to ensure data integrity and
security, and to have a regularly
tested ‘kill switch’ to immediately halt
things in the event of a problem.
Despite the challenges that use of
RPA can raise for internal auditors, it
also offers opportunities. By engaging
with this technology, internal audit
can become more efficient and offer
the business greater insights into how
to avoid RPA pitfalls.

Peter Mandich
produces Technical
Updates. He is a
manager in the Audit
& Assurance Faculty
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STANDARD SETTING

Major reforms to
standard setting for audit
and ethics are proposed
– and auditors will not be
the only ones affected

There are many auditors who are more
focused on understanding and
applying the latest standards on
auditing and ethics than on how these
national and international standards are
set – or how the very many associated
processes are funded.
Organisations involved include the
International Federation of Accountants,
International Auditing and Assurance
Standards Board, International Ethics
Standards Board for Accountants, the UK
Financial Reporting Council and more.
Their composition, function, governance,
history and structures can seem opaque
– and that’s before you start trying to
unpick their interrelationships.
So, despite some Audit & Beyond
coverage earlier this year about a
consultation on proposals to reform the
global standard-setting process for
audit and ethics by an organisation
called the Monitoring Group (MG), this
development may have passed you by.
If so, now may be a good time to take
an interest, before the next leg of the
consultation process kicks off this
coming autumn.
The MG is a collaboration between
banking, insurance, audit and securities
markets regulators and international
institutions such as the World Bank. Its
consultation document – Strengthening
the governance and oversight of the
international audit-related standardsetting boards in the public interest –
sets out options that are intended to
make the setting of international
auditing and ethical standards
independent of the profession.
KEY INFORMATION
“We envisage key reforms to enhance
the public interest responsiveness of
audit standards in order to promote the
quality of audits,” explains Gerben
Everts, chair of the MG. “Removing
audit-related standard-setting activities
from the profession and entering into a
multi-stakeholder, geographically
representative and independent
governance structure would
address concerns vis-à-vis the
independence of standard-setting.”
Exploring or engaging with the
MG and what its members are
proposing (or planning) is not always
straightforward, as attempts to dig
deeper via a search engine will
quickly reveal. Locating facts on its
composition, governance, mission,
structures and resources is a
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THE MG AND ITS PROPOSALS
Information on the Monitoring
Group is available in the accounting
and oversight section of the website
of the International Organization of
Securities Commissions (OICVIOSCO) at tinyurl.com/AB-OICV
The consultation document and
around 180 responses are available
at tinyurl.com/AB-OICV2

ICAEW RESOURCES
Michael Izza blog tinyurl.com/
AB-IzzaBlog2
Initial consultation response
tinyurl.com/AB-IOSCO
Press release tinyurl.com/AB-Press1
A spotlight in defining audit and
ethical standards, written by
Michael Izza in economia
tinyurl.com/AB-IzzaOp1
Faculty blog tinyurl.com/ABFacBlog1
Recording of roundtable, streamed
live from Chartered Accountants’
Hall tinyurl.com/AB-Roundtable1

struggle – even in the age of Google.
To assist members, Audit & Beyond
has compiled a list of links to some
available resources (see box). These
will direct you to the MG’s ‘online
presence’, information on its multi-part
consultation, video of a related
roundtable meeting at Chartered
Accountants’ Hall, plus articles and blogs
from ICAEW chief executive Michael Izza
and other staff.
Most auditors probably won’t want
to spend hours wading through all of it,
but many of you may want to become
informed on what’s in the pipeline
and add the matter to your watching
brief. As Izza observes, the MG’s plans
have important implications for the
profession: “The changes being
proposed have the potential to affect
your life whether you are an auditor,
a preparer, management or involved
in governance.”

JUNE 2018 AUDIT & BEYOND

ARON VELLEKOOP LEON/IKON

RESHAPING
AUDIT

AUDIT CLINIC

STUCK IN THE
MIDDLE WITH YOU

Q

A partner in my firm has
been approached by a
new client to the firm
(let’s call it B Ltd) to do due
diligence on a potential business
acquisition of A Ltd. My firm
audits A Ltd. How should the
firm address potential conflicts
of interest?

In this month’s questions
and answers, John Selwood
focuses on some types of
conflict of interest that any
audit firm might experience

ICAEW.COM/AAF

All auditors are aware of the
ICAEW Code of Ethics and the
need to comply with its fundamental
principles of integrity; objectivity;
professional competence and due
care; confidentiality; and
professional behaviour. Auditors
are also aware that compliance
with these fundamental principles
may be threatened by a broad
range of circumstances and
relationships, and that they are
responsible for assessing these
threats and for implementing
safeguards where they are
significant. In this edition,
Audit clinic considers some
potential conflict of interest threats,
their assessment and decisions
around if, when, why and how
appropriate safeguards may – or
may not – be applied.

It is entirely possible, maybe even
probable, that the conflicts that
arise here will be so significant
that they cannot be managed
with safeguards. For example,
the self-interest threat that would
arise if, as investigating accountant,
you would be requesting access
to your own files and signing a
hold harmless letter to yourself.
There would also be a reputational
risk of finding errors in your own
audit work.
You might also face a self-review
threat, where you are at risk of
complacency over the evidence
and judgements on your audit file
when undertaking the due
diligence. It is possible, that what
sounded reasonable to the
directors in preparing the accounts
might be unreasonable in the eyes
of the buyer. Indeed, mindful of
situations such as these, some
audit firms would have a policy in
place whereby they would not
undertake the due diligence for
B Ltd at all.
However, if you did want to do
the work, you would need to
work through a process to assess
the threats and decide how to
manage the conflicts of interest or
establish that the threats are too
significant to manage.
ASSESS THE THREATS
Guidance can be found in the
ICAEW Code of Ethics, Section
220 (at tinyurl.com/AB-ICAEWCoE). To assist in interpreting
provisions of the Code, ICAEW
also published three ethics
guidance notes in 2017 (see
ICAEW Guidance), which includes
a note on Identifying and
managing conflicts.
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The following test is taken from
section 220.2 of
ICAEW’s Code of Ethics:
‘A test is whether a reasonable
and informed observer would
perceive that the objectivity of
professional accountants or
their firms is likely to be
impaired.’

A starting point in deciding
whether this test can be met is to
consider the nature of the services
being provided. The threats to
objectivity and, where relevant,
independence, will differ
depending on what professional
accountants and auditors in public
practice are being asked to do. For
example, threats to independence
will be relevant only if there is an
audit or assurance engagement
and this will not always be the case.
Threats arising from transaction
services could be more significant
than those arising from being
the auditor.
NOTIFY THE CLIENTS
Both A Ltd and B Ltd should be
informed of the conflict of interest,
and how the firm intends to
address it. Consent to act in these
circumstances needs to be obtained
– though managing this process is
not always straightforward.
Depending on the due
diligence, client A may not want
client B involved and vice versa.
The Code does allow for this
possibility (stating that consent is
‘generally’ necessary), though the
need for safeguards would be
heightened – and your firm would
need a very good reason for not
requesting consent.
When managing processes
around consent, it is important to
consider your confidentiality
obligations. There will be
circumstances where these
obligations will restrict the content
of any communication on a conflict
of interest.
APPLY SAFEGUARDS
Safeguards will need to be applied
to specifically address the threats
that have been identified. Where
threats arise, accountants should
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apply one, more or all of the
following safeguards:
use of separate engagement
teams;
procedures to prevent access to
information (such as strict
physical separation of such
teams and/or confidential and
secure data filing);
clear guidelines for members of
the engagement teams on issues
of issues relating to security
security and confidentiality;
use of confidentiality agreements
signed by employees and
partners of the firm; and
regular review of the application
of safeguards by a senior
individual not involved with
relevant client engagements.
INFORMATION BARRIERS
It is vitally important that all
confidential information is secure.
There should be no possibility that
members of one engagement team
are able to access the information
of another engagement team.
I am old enough to remember
when this could be addressed with
a sturdy cabinet to keep the files in
and a padlock. Nowadays, firms will
need to have robust electronic

mechanisms to secure data. These
will most likely need to have been
designed into their systems when
they were set up.
So it might be appropriate for
your firm to act for both A Ltd and
B Ltd in this situation, provided you
can clear the hurdles above.
Creating sufficiently robust
information barriers can be one of
the biggest challenges in practice.
There will be scenarios where the
safeguards simply cannot be
applied or the perception threshold
cannot be passed.
Readers may want to consider
the Prince Jefri Bolkiah v KPMG
case in 1998, which produced a
landmark ruling on client
confidentiality. The ICAEW Library
and Information Service offers
some related articles, books and
online resources providing
commentary on the case and the
issues surrounding it (at tinyurl.
com/AB-PrinceJefri).
In my experience, where conflicts
of interest are too significant, many
smaller audit firms will choose not
to accept the engagement in
relation to the new client (B Ltd) but
will continue with the audit of their
existing client (A Ltd).
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Q

I have accepted
instructions from a
client to undertake due
diligence work on an acquisition.
After starting the work I have
discovered that the acquisition
target is an audit client of my
firm. What should I do?
Apologies if my response seems
harsh, but a better question would
be: ‘what should you have done
before accepting the engagement?’
This underlines the importance of
understanding the potential for
conflicts of interest arising in these
situations. When taking on due
diligence, or similar transactionbased work, you should be making
enquiries as to whether your firm
works for or has previously worked
for the target of the acquisition.
Obviously, you should be looking
at the firm’s client database. It
might also be worth making other
enquiries around the firm to see if
the target of the acquisition is a
potential client as well.
But returning to your question:
you need to go through the
process outlined in the answer to
the previous question. It is possible
that you might conclude that the
conflicts of interest are so
significant that they cannot be
managed with safeguards and you
will have to withdraw from the
engagement. Equally, it is possible
that either client may not want your
firm to act in these circumstances
and that they will not both give you
consent to act.

there is, however, nothing improper
in a professional accountant in public
practice having two clients whose
interests are in conflict.”
The significance and nature of
threats can vary depending on the
services that are being provided to
these two building contractors (let’s
call them C Ltd and D Ltd).
For example, if the firm is
providing audit and tax compliance
services to C Ltd and D Ltd, then
these services are unlikely to create
any significant conflicts of interest.
However, if the firm was advising
the directors on putting the bid
together and involved in preparing
the tender documents, then this
might create conflicts of interest.
In the case of your firm and its
clients, if the conflicts of interest are
not too significant to be managed
with safeguards, then the client will
need be notified, consent will be
required to act, safeguards will be
applied and information barriers will
have to be used.
Firms should be generally vigilant
for these sorts of circumstances
where clients are competing
against each other and assess the
threats as necessary. However, firms
would not generally be expected to
have procedures in place to identity
such situations.
Finally, do not forget to think
about any advocacy threats that
might arise, were you to assist with
the tender for an audit client. The
safeguards needed to address this
type of threat to independence are
likely to be different from the
safeguards applied to address a
conflict of interest.

Q

NEIL WEBB/IKON

My audit firm audits two
separate companies that
are building contractors.
They are both competing in
bidding for a high profile
government contract. How
should the firm address the
conflict of their interests?
Section 220.1 of the ICAEW Code of
Ethics notes that threats to objectivity
or confidentiality may be created
when a professional accountant in
public practice performs services
for clients whose interests are in
conflict. But it also states that:
“Subject to the specific provisions,
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John Selwood
is a member
of the faculty’s
Practitioner
Services
Committee

ICAEW GUIDANCE
In 2017, ICAEW issued three
guidance notes for members,
to assist them in understanding
and applying aspects of the
Code of Ethics in various
circumstances.
Public interest responsibility of
accountants addresses general
Code requirements, such as not
being associated with misleading
information and specific aspects,
such as the need to address
perceptions of the “reasonable
and informed third party”. It
suggests questions for
consideration when the ethical
course of action is unclear.
Identifying and managing
conflicts offers guidance on
how to consider whether there
is an actual or potential conflict
of interest and consequences of
managing a potential conflict of
interest, such as the need to
obtain informed consent (where
appropriate) and apply
appropriate safeguards. It sets
out and discusses key
requirements, including how
the law’s requirements on
informed consent interact with
the Code, and a reminder that
conflicts of interest can arise
even within what might appear
to be one client.
Determining the basis of
charging fees discusses the key
requirements that the basis of
charging fees, in particular
contingency fees, needs to be
made clear and set to ensure
there is no threat to objectivity.
It notes that the Code does
not require the fee amount to
be ‘justified’: this is a
commercial matter.
Although this guidance seeks
to assist members and others in
interpreting provisions of
the Code, it does not add to or
change the Code. Accordingly,
breach of guidance is not in
itself a disciplinary offence.
More information on this
guidance, its application and
links to the notes are available
at tinyurl.com/
ICAEWpubintconflictsfees
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TECHNICAL
UPDATES

The Audit & Assurance
Faculty roundup of new
and updated legal and
regulatory changes
and guidance
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AUDIT AND
ASSURANCE
UK & IRELAND
MONITORING THE BIG SIX FIRMS
April 2018
The Financial Reporting Council (FRC) has
announced plans to enhance its
monitoring of the six largest audit firms to
avoid systematic deficiencies within their
networks and disruption in the provision
of statutory audit services.
The FRC will set out its expectations of
each firm and use evidence to inform its
supervision programme for these firms.
Its focus will be on five key pillars that it
sees as critical to the stability of the audit
firms and quality of audit work:
leadership and governance;
values and behaviours;
business models and financial
soundness;
risk management and control; and
evidence on audit quality.
Inspection results will be published in the
FRC’s latest firm-specific reports
(expected June 2018) and summarised in
the annual Developments in Audit report
(expected in July).
See tinyurl.com/AB-MonitorBig6

THIRD COUNTRY AUDITORS FEES
April 2018
The Third Country Auditors (Fees)
Instrument 2018 will replace the Third
Country Auditors (Fees) Instrument 2011.
This is because:
certain legislative and other references
are now out of date; and
a new fees schedule will be put into
effect following a public consultation
on the FRC’s plan to increase the fees
for third country auditors registration
and renewal of registration.
The FRC charges fees for the registration
of third country auditors and for the
annual renewal of registration of third
country auditors. The fees are charged in
exercise of powers delegated to the FRC
by the UK Secretary of State.
See tinyurl.com/AB-ThirdCountry

UPDATE TO FRC SANCTIONS
April 2018
The FRC plans to implement the
recommendations of the independent
review that looked into its sanctions.
Key recommendations include:
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an increase in fines to £10m or more
for seriously poor audit work by a
Big Four firm;
exclusion from the accounting
profession for a minimum of 10 years
for dishonesty;
greater use of non-financial
penalties; and
sanctions that reflect the level of
co-operation by respondents.
The FRC’s updated sanctions guidance
took effect from 1 June 2018.
See tinyurl.com/AB-FRCSanc1 and
tinyurl.com/AB-FRCSanc2

statements on changes to financial
reporting.
IFRS 17 Insurance Contracts is replacing
the interim standard IFRS 4 Insurance
Contracts, and EFRAG wants to use the
opinions it receives to help develop its
endorsement advice to the European
Commission. Responses are being sought
from specialist users, who mainly follow
insurance companies, and from users
who follow a range of companies.
Opinions will be collected through
structured interviews, which EFRAG says
should take no longer than 30 minutes.
To participate, please email joachim.
jacobs@efrag.org

FINANCIAL REPORTING
UK & IRELAND
FINANCIAL REPORTING
LAB NEWSLETTER
April 2018
The FRC Financial Reporting Lab has
released its Q1 newsletter. This highlights
the Lab’s upcoming Reporting Now event
(see page 5) on 21 June 2018, provides
an update on performance metrics and
digital reporting, and an interesting
approach to corporate reporting practice
being taken by Generali.
See tinyurl.com/AB-FRCQ1News

LATEST ACCOUNTING STANDARDS
March 2018
The FRC has published March 2018
editions of UK and Ireland Financial
Reporting Standards 100-105, to reflect
the triennial review amendments issued
in December 2017 and other
amendments made since the previous
editions were issued.
A revised Foreword to Accounting
Standards reflects changes to legislation
that prescribe the FRC as standard setter
for the Republic of Ireland.
See tinyurl.com/AB-FRC-Standards

FINANCIAL REPORTING
INTERNATIONAL
CHANGING INSURERS’
FINANCIAL STATEMENTS
April 2018
The European Financial Reporting
Advisory Group (EFRAG) is seeking views
from users of insurers’ financial
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INTERNATIONAL ETHICS
STANDARDS BOARD
FOR ACCOUNTANTS
IESBA STRATEGY AND WORKPLAN
April 2018
The International Ethics Standards Board
for Accountants (IESBA) has launched a
consultation on its Proposed Strategy and
Work Plan, 2019-2023, which highlights
how IESBA’s future priorities and actions
will be guided by three strategic themes:
advancing the International Code of
Ethics for Professional Accountants
relevance, by keeping it fit for purpose
for a rapidly changing world, and
further strengthening ethical conduct
and independence standards;
expanding the Code’s impact and
influence through increased global
adoption and implementation; and
strengthening IESBA’s work through
proactive stakeholder dialogue and
co-operation.
The deadline for responses is 16 July
2018. See tinyurl.com/AB-IESBA-Strat

INTERNATIONAL PUBLIC
SECTOR ACCOUNTING
STANDARDS BOARD

address issues raised by
stakeholders; and
IFRS convergence amendments.
The deadline for comments is 15 July
2018. See tinyurl.com/AB-ED65

ACCOUNTANCY
EUROPE
AUDITIING STANDARDS FOR SMALL
OR NON-COMPLEX ENTITIES
April 2018
Accountancy Europe (AE) has published
a new discussion paper exploring
different solutions to help find an efficient
way to deal with the audit of small or
non-complex entities.
AE argues that current International
Standards on Auditing (ISAs) have
become too complex for the needs
of smaller entities because audit
regulators and standard setters are
focused on protecting capital markets.
But smaller entities are major
contributors to growth and must not
be overlooked when dealing with
auditing standards.
See tinyurl.com/AB-AEPaper

ICAEW

TECHNICAL RELEASE ON
MANAGEMENT
REPRESENTATION LETTERS
March 2018
The Audit & Assurance Faculty has
updated Technical Release (TR) 04/02AAF
Management Representation Letters:
Explanatory Note (March 2018), to reflect
ISA (UK) 50 Written representations.
Auditors are reminded of the need to
consider the reliability of written
representations as audit evidence.
See tinyurl.com/AB-ICAEW-TR

IMPROVING PUBLIC
SECTOR ACCOUNTING
April 2018
The International Public Sector
Accounting Standards Board (IPSASB)
has launched a consultation on proposed
improvements to public sector
accounting standards.
Exposure Draft (ED) 65 Improvements
to IPSAS, 2018 proposes:
general improvements to IPSAS to

Peter Mandich
produces Technical
Updates. He is a
manager in the Audit &
Assurance Faculty
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PORTFOLIO

FROM THE FACULTIES

MTD FOR INDIVIDUALS:
THE QUIET REVOLUTION

Keep up to date with what is going on in our
selection of other faculty magazines

TAXline (October 2017)

BREATHING SPACE

Chartech (Nov/Dec 2017)
After admitting that its plans to move
all businesses to quarterly digital tax
returns by 2018 were ambitious, the
government extended the timescale
for its Making Tax Digital for Business
project. While many in the profession
heaved a sigh of relief, it was no time
for resting on proverbial laurels, as
MTD’s implementation date of April
2019 for businesses with a VAT
threshold over £85,000 left little
breathing space.
Penelope Rance spoke to
stakeholders in the MTD process, who
outlined their concerns about the
shifting timescale and what needed to
be done in order to make HMRC’s
digital dream a reality.
Caroline Miskin, technical manager
at the ICAEW Tax Faculty, said the
“pressure” from MTD was off, but
had not “gone away” due to HMRC
expecting it to become mandatory.
“The biggest issues are uncertainty
over when mandation will start; the
details of the requirements; when
software will be available; and
whether it will meet the needs of all
businesses,” said Miskin. While she
believed that MTD would eventually

be implemented, Miskin predicted
that the timetable would “need to
change again”.
For Adrian Rudd, tax director at
PwC, it was “crucial” that there was a
proper pilot of not only the
technology, but “understanding the
behavioural aspects of MTD”.
Furthermore, he believed that the
technical speciﬁcations for MTD
should be made available a year
before the start date.
The article also takes a look at the
viewpoint of software providers. Phil
Sayers, chief executive at Clear Books,
said that while the shifting timetable
had given providers more time to
ensure compliance, it had affected
providers who had already invested
heavily in developing functionality
that was not required for another
two-and-a-half years.
The biggest concern for Sayers
was that a “signiﬁcant number of
accountancy practices” aren’t
convinced MTD will happen and are
“waiting before making decisions
about how to help smaller clients”.
Visit the IT Faculty page at
icaew.com/itfac

COVER STORY

Breathing
space
Having admitted that plans to
move all businesses to quarterly
digital tax returns by 2018 were
ambitious, the government has
extended the timescale for its
Making Tax Digital for Business
(MTDfB) project. But while many in
the profession – and those among
their clients aware of the changes
– heaved a sigh of relief, this is no
time for resting on proverbial
laurels. In April 2019, MTD will
take effect for businesses with
turnover above the VAT threshold
of £85,000, and with a wider
rollout by 2020, there isn’t much
breathing space.
Here Penelope Rance talks to
stakeholders in the MTD process,
who outline their concerns about
the shifting timescale and what
needs to be done to make
HMRC’s digital dream a reality

£85,000
The VAT threshold over
which MTD will take
effect for businesses
in April 2019
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Adrian Rudd,
tax director, PwC

I
Caroline Miskin, technical
manager, tax practitioner
support, ICAEW Tax Faculty

B

usinesses with turnover over the VAT
threshold will be obliged to use MTDcompliant software to file VAT returns from
April 2019. Only about 12% of VAT returns are
currently filed directly from commercial
software, but affected businesses cannot plan
for the change as requirements have not yet
been finalised and there is no software to test.
The pressure is off with regard to MTD for
income tax, but it has not gone away; HMRC
still expects it to become mandatory. The pilot
for income tax is currently in “controlled go
live” – and we would encourage agents and
businesses to join the pilot to test the systems.
When and how MTD will be implemented for
corporation tax, particularly for the most
complex businesses, is still a matter for
discussion.
The biggest issues are uncertainty over
when mandation will start; the details of the
requirements; when software will be available;
and whether it will meet the needs of all
businesses. The government has given an
undertaking that MTD will not be made
mandatory for taxes apart from VAT until the
systems are working well, and success will
depend on this undertaking being honoured.
It will also help if there is an appropriate level
of exemption for the smallest businesses
(higher than the £10,000 that has been
considered) and if HMRC shows flexibility in
applying the digital exclusion exemption. A
soft landing on the penalty regime would also
be helpful.
I expect that MTD will eventually be
implemented more or less as envisaged by
HMRC, but the timetable may need to change
again. ICAEW has consistently argued that
businesses will adopt digitalisation where
there is a business case for doing so. The
intention is the right one, but the requirements
should not be mandatory.
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t’s crucial there is a proper pilot –
not just of technology, but also
understanding the behavioural
aspects of MTD. Anyone who has
tried to implement a change
programme will know that changing
behaviours is much more important
than technology, and that will apply
to MTD as to any other project.
Most businesses earning over
£85,000 have good accounting
records already, and are used to
regular VAT filing, but will need to
adapt their systems to deal with
MTD. The technical specifications
for MTD should be made available
at least a year before the start date,
so that businesses can test the new
systems properly.
Businesses that plan ahead will be
ready. Larger businesses will need to
adapt their existing accounting
systems; those who use commercial
packages will need to check with
suppliers to ensure the software will
be compliant with MTD. Those who
don’t currently keep records digitally
will need to start, and should be
talking to their advisers now.
The direction of travel is clear,
and it’s likely that in 10 years’ time
almost all businesses will be fully
up to speed with digital
recordkeeping and providing
regular updates to HMRC.
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Mark Taylor, technical manager,
technical innovation, ICAEW IT Faculty

M

y feeling is that MTD is largely around
understanding, digitally codifying and potentially
simplifying the existing tax code. Simply put, MTD is 80%
about tax and 20% about digital. The reality for many
organisations is that MTD is an opportunity to digitalise
their existing business and make cost savings through
increased efficiency. Equally, it needs to be recognised
that some organisations, particularly sole traders, may
never become digital in any meaningful sense.
While the initiative has been limited in the first phase to
VAT, there are areas of uncertainty around the
implementation – the agent authorisation process, the
escalation process in the case of technological issues and
the role of spreadsheets have yet
to be fully defined.
There is a lack of understanding
MTD is 80%
of how complex companies that
about tax and 20%
use enterprise resource planning
about digital. The
solutions will provide VAT returns.
reality for many
The value of these systems is in
their bespoke nature. In all
organisations is
likelihood, these organisations will
that MTD is an
have to devise further bespoke
opportunity to
solutions to accommodate MTD.
digitalise their
The role of any pilot is to obtain
evidence that the proposed
existing business
solution is functioning as expected.
However, in the case of MTD, the
pilot should also provide the opportunity for HMRC to
develop the authorisation and verification, escalation and
technical fault resolution processes.
Many companies are investigating the possibility of
providing free software, but the challenge remains to find
a business model that can support this. There are concerns
about the viability of companies that have not developed
a long-term business plan to ensure they remain in business.
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Caroline Miskin explored important
developments related to Making Tax
Digital for Individuals (MTDi).
One of the areas covered is the
Personal Tax Account (PTA), which
is central to MTDi. PTA allowed for
40 million individuals with a PAYE
record and four million tax credit
claimants to have access to online
HMRC services. But there had been
issues with account access and
self-employed users could become
confused due to information being
split between two accounts.
The removal of taxpayers from self
assessment (SA) was also covered,
with an extension of simple
assessment expected to take place
as HMRC removed more groups
from SA. It was suggested that
HMRC should consider removing
those from SA if they met a specific
criteria, such as those filing returns
because of their level of income.
For more from the Tax Faculty, visit
icaew.com/taxfac

TAXING MOMENTS

Business & Management
(April 2018)
Neil Warren looked at significant
issues concerning VAT, including
Making Tax Digital (MTD).
MTD will mean that businesses will
have to keep certain information in a
digital format (referred to as the
‘electronic account’ in the draft
regulations) and must also submit
digital VAT returns for each period.
In reality, MTD is all about the
software used by businesses in
order to complete their VAT returns.
The relevant information about sales
and purchases in the electronic
account of a business must be kept
in “functional compatible software”,
meaning a software program that
allows for information to be
recorded in an electronic form,
which will send and receive
information to or from HMRC using
the API platform, including APIenabled spreadsheets.
Visit the Business & Management
Faculty page at icaew.com/bam
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CONNECTIONS MADE MORE REWARDING

YOUR EXCLUSIVE
VOLVO XC60 R-DESIGN OFFER
The connections we make have the power to improve our lives.
As a member of ICAEW, you can enjoy a £4,163.75 saving on the
striking design and pioneering technologies of our mid-size SUV
– the XC60 D4 R-Design Manual. You’ll also receive a range of
unique beneﬁts – each one designed to help you get the most
from your Volvo car.

XC60 D4 R-Design Manual, Metallic Paint
Personal Contract Purchase Representative Example*
48 monthly payments
Customer deposit
Finance deposit contribution
On the road price
Member saving

£1,000.00
£40,670.00
£4,163.75

Revised on the road price

£36,506.25

Total amount of credit

£30,006.25

Interest charges

VISIT ICAEW.COM/VOLVO OR CALL
THE VOLVO CAR BUSINESS CENTRE
ON 03333 204 147

£359.00
£5,500.00

Total amount payable

£4,675.75
£41,182.00

Duration of agreement (months)

49

Fixed rate of interest (per annum)
Optional ﬁnal payment

2.52%
£17,450.00

Mileage per annum
Excess mileage charge

10,000
14.90p per mile

Representative APR

4.9%

Available with three years’ complementary
servicing when purchased on Volvo Advantage
Personal Contract Purchase.

Ofﬁcial fuel consumption for the Volvo XC60 D4 R-Design Manual in MPG (l/100km): Urban 44.8 (6.3), Extra Urban 58.9 (4.8),
Combined 52.3 (5.4). CO2 emissions 142g/km. MPG ﬁgures are obtained from laboratory testing intended for comparisons
between vehicles and may not reﬂect real driving results.
*Finance subject to status. Retail sales only. Subject to availability at participating retailers only on vehicles registered by 30th June 2018 on Personal Contract Purchase.
Terms and conditions apply. Applicants must be 18 or over. Guarantee may be required. Santander Consumer (UK) PLC trading as Volvo Car Financial Services,
RH1 1SR. The complementary servicing offer is only available when purchasing on Volvo Advantage Personal Contract Purchase at participating retailers, on vehicles
ordered between 01/04/2018 and 30/06/2018. Services must be carried out at a Volvo Authorised Repairer. Retail offer only. Excludes fleet operators and business users.
See volvocars.co.uk for full terms and conditions.

M OV I N G YO U R F L E E T F O R WA R D
W I T H T H E U K ’ S M O S T T E C H N O L O G I C A L LY A D VA N C E D S M A L L C A R
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C02

COMBINED MPG

£22,065 - £13,495

26% -20%

129-82g/km

49.5-88.3

Official fuel consumption figures in mpg (l/100km) for the All-New Ford Fiesta range: urban 38.1-80.7 (7.4-3.5),
extra urban 60.1-94.0 (4.7-3.0), combined 49.5-88.3 (5.7-3.2). Official CO2 emissions 129-82g/km.
The mpg ﬁgures quoted are sourced from official EU-regulated test results (EU Directive and Regulation 692/2008), are provided for comparability purposes
and may not reﬂect your actual driving experience.

SEARCH: ALL- NEW FORD FIESTA

