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EDITOR’S LETTER

Editor’s letter
insight and content in
unprecedented times
o;b1h-u7ķEditor

A

s the accountant went to press, UK Prime Minister Boris
Johnson had just addressed the nation to announce the
closure of all non-essential shops and instruct the
public not to leave their homes unless for a limited number
of reasons.
The UK follows a number of countries across the world

$;1_moѴo]b;v  -b7ubL|_v|-Ѵhv-0o|_o|_;
|u0Ѵ;m|vb|-ঞombv0;bm]v;;m01ublbm-Ѵv-v-m
orrou|mb||o1ollb|Cm-m1b-Ѵ=u-7ĺ
Ѵv;_;u;bm|_bv;7bঞomķ;|-h;-Ѵooh-||_;vol;
of the capacity-building work undertaken in Cambodia
0|_;mvঞ||;o=_-u|;u;711om|-m|vbm m]Ѵ-m7-m7

bmv;মm]]u;-|;uu;v|ub1ঞomvom|_;lo;l;m|o=b|v

Wales. I also talk with the team at Validis, an accountancy

1bঞ;mvbm-m;@ou||o1u0|_;ob7ŊƐƖr-m7;lb1ĺv

vo[-u;ruob7;u|_-|ruob7;7bmr||o|_;u7om

well as the societal changes taking place, a great number

review, about the future of audit. CPA Canada CEO Joy

o=Cm-m1b-Ѵl;-vu;v_-;0;;m-mmom1;7-1uovv|_;

Thomas also provides commentary on the state of the

ouѴ7bm-m;@ou||ovrrou|0vbm;vv;v-m7bm7bb7-Ѵv

profession in Canada.

|_uo]_|_;v;7bL1Ѵ|ঞl;vĺ
We have a rundown of the latest regulatory changes

ubm]|_;v;mru;1;7;m|;7ঞl;vķ;vঞѴѴ-bl|o
0ubm]obmvb]_Ѵ1om|;m|=uol|_;]Ѵo0-Ѵ-11om|-m1

arising due to the spread of the outbreak on pages 8-9.

profession and over the coming months we will

On page 13, Ashfords restructuring and insolvency team

m7o0|;7Ѵ0;1o;ubm]|_;Ѵ-|;v|vo1b;|-Ѵ-m7Cm-m1b-Ѵ

Ѵ;]-Ѵ7bu;1|ou-ঞ; -ul;u7bv1vv;v_o|_;vru;-7o=

developments in light of the spread of Covid-19.

the virus may mean that businesses will have to consider
formal restructuring to survive, and on page 14, Fiscal

If you would like to provide comment, please do not
hesitate to contact me on the email address below. 

Get in touch with the editor at: joe.pickard@verdict.co.uk
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News | Digest

news update
& !Ĺ"|;r1_-m];bmv;o=|;1_moѴo]|oblruo;-7b|
Analysis of audit inspections revealed:
• The most prevalent use of audit data
analytics (ADA) beyond journals is in
high-volume, low-judgement transactions
such as revenue testing;
• Audit teams use ADA to focus audit
testing on the areas of highest risk through
stratification of large populations;
• In response to audit inspection findings,
audit teams have improved their
documentation and evidence supporting
the use of ADA, and
• Automated tools are deployed with
sufficient training and support.

Use of automated tools in audit processes
such as data analytics has grown dramatically
in the last three years; however, auditors are
dependent on companies having robust IT
systems that allow data to be extracted in
a usable form to challenge management,
according to a new report from the UK’s
Financial Reporting Council (FRC).
The report follows up a review conducted
in 2017 which highlighted that the use of
data analytics for audit was not as prevalent
as the market might have expected. However,
three years on, the FRC has said there has

been a “step change”, with data-led audits
more prevalent and the use of technology
being routine at the largest UK audit firms.
The FRC also found that emerging
technologies such as machine learning and
predictive analysis, although in their infancy,
can help to identify unusual transactions or
challenge judgements around going concern
or impairment that would not otherwise
be found by a human auditor. The FRC
encourages audit firms to continue to develop
their technologies in these areas to seek
further improvements in audit quality.

FRC’s executive director of supervision,
David Rule, said: “Technology provides
opportunities to deter fraud and the
manipulation of accounts by analysing entire
populations of data and identifying unusual
transactions.”
Rule added: “We support wider use of audit
data analytics. We are looking to the market
to continue to develop innovative solutions,
and are now consulting stakeholders to
inform our policy for the future of audit
technology.”
As the development of technology moves
ever faster, the FRC has outlined a number of
expectations for audit firms, including:
• Responsibilities for ongoing development,
testing and approval of existing and new
automated tools;
• Demonstrating the integrity of extracted
data for use by automated tools, and
• Clear articulation of how automated tools
support audit procedures. 

IASCA launches qualifications through Qatar
Association of Certified Public Accountants
$_;m|;um-ঞom-Ѵu-0"o1b;|o=;uঞC;7
Public Accountants (IASCA) has launched a
|u-bmbm]rѴ-mbm1oor;u-ঞomb|_|_; -|-u
vvo1b-ঞomo=;uঞC;70Ѵb111om|-m|v
Ő ő_b1_-blv|oo@;uruo]u-ll;vķ
t-ѴbC1-ঞomv-m7|u-bmbm]ou]-mbv;70
IASCA in Qatar.
ķbm1oor;u-ঞomb|_|_;"ķ
organised an introductory seminar at the
headquarters of the Qatari Ministry of

Commerce and Industry on the approved
ruo=;vvbom-Ѵt-ѴbC1-ঞomvķbm|_;
presence of government and
private sector employees, and
university students.
During the seminar, IASCA
;;1ঞ;7bu;1|ou"-Ѵ;lѴŊ
Ouri reviewed the professional
1;uঞC1-|;vbvv;70|_;"
bm|_;C;Ѵ7vo=-11omঞm]ķ-7bঞm]

-m7u;Ѵ-|;7v1b;m1;vķ-m7|_;u;]bv|u-ঞom
u;tbu;l;m|vo=|_;v;1;uঞC1-|;vķ
with the possibility of obtaining
preparatory training courses for
v1_1;uঞC1-|;vbm1oor;u-ঞom
with the QCPA through the
provision of professional
curricula and training materials
presented by lecturers. 
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News | Digest

ACCA: Accountancy must leave spreadsheet comfort zone

Only 20% of accountants believe they have
;r;uঞv;bm;l;u]bm]|;1_moѴo]b;vv1_
-v0Ѵo1h1_-bm-m7-uঞC1b-Ѵbm|;ѴѴb];m1;ķ
-11ou7bm]|o|_;vvo1b-ঞomo=_-u|;u;7
;uঞC;711om|-m|vŐőĽvThe Digital
Accountant report.
$_;u;rou|Ľvvu;v_o;7|_-||_;u;
bvvঞѴѴ-_b]_;uѴ;;Ѵo=-0bѴb|bm|_;lou;
|u-7bঞom-Ѵ-u;-vo=vbm]vru;-7v_;;|vķ
b|_ѶƐѷo=u;vrom7;m|vbm7b1-ঞm]-m
expert ability level.
When asked about their understanding
o=;m|;urubv;u;vou1;rѴ-mmbm]voѴঞomvķ
ƕƑѷo=u;vrom7;m|vb7;mঞC;7-v;r;u|vĺ

Clive Webb, author of the report and
ACCA senior subject manager – business
l-m-];l;m|ķ0;Ѵb;;v]u;-|;u-l0bঞom
with technology can help accountants be
future-ready for digital challenges.
Webb said: “Being able to predict
_;u;l-uh;|7bvurঞombv1olbm]=uolbv
blr;u-ঞ;ĺ$_;u;bv-=m7-l;m|-Ѵm;;7
=ou-11omঞm]-m7Cm-m1;ruo=;vvbomv|o
have a robust and comprehensive digital
skill set.
“This must then be applied to help
accountants and the businesses they
support to address the issues of the day

– namely ones such as the current global
1ouom-buvr-m7;lb1;-u;1ol0-ঞm]ĺ
ľ-hbm]0;v|v;o=|;1_moѴo]bmঞl;v
such as these is key. The report recognises
a gradual comfort zone has developed in
-11om|-m1bmu;Ѵ-ঞom|o|;1_moѴo]ĺ
It is important to recognise the days of
spreadsheets being the new technology for
accountants are over.”
);001omঞm;7Ĺľ$_;ruo=;vvbombv
comfortable with older digital technology
such as spreadsheets and enterprise
u;vou1;rѴ-mmbm]ĺ b]b|-Ѵ|u-mv=oul-ঞom
bvom;o=|_;h;1om;uv-ঞomv-1uovv
businesses at present. The amounts
bm;v|;70ou]-mbv-ঞomv-u;vb]mbC1-m|ĸ
|_;0;m;C|vv0v|-mঞ-Ѵĺ
“Accountants must now have the
capability to respond to digital challenges
presented by the profession. This can be
-1_b;;70v_obm]rurov;ķ-l0bঞom
and understanding technology such as
blockchain and the use of coding.”
He added: “Speaking the language
o=|;1_moѴo]-m7-rru;1b-ঞm]_ob|
1-m7ub;0vbm;vvlo7;Ѵv1-m0;m;C|
-11om|-m|vvb]mbC1-m|Ѵĺ$_bv1oѴ7
be from spending just three minutes
-7-bm;v|;7bm1omঞmovѴ;-umbm]
-m7b7;mঞ=bm]=|u;orrou|mbঞ;vom
how to improve their understanding of
technology.” 

Chartered IIA: 163% more internal auditors at executive
management level in Financial Services than in 2013
Half of all chief internal auditors are now
;lrѴo;7-|;;1ঞ;l-m-];l;m|Ѵ;;Ѵ
in their businesses, at a rank equivalent
to CFO, according to a survey from the
_-u|;u;7mvঞ||;o=m|;um-Ѵ7b|ouv
(Chartered IIA).
This is an increase from 19% in 2013,
when the Chartered IIA published its
Financial Services Code, which was launched
b|_|_;o0f;1ঞ;o=u-bvbm]|_;v1or;
-m7v|-|vo=bm|;um-Ѵ-7b|bm|_;Cm-m1b-Ѵ
services sector.
The survey also found that more
resources are being spent on internal audit
teams. Since 2015 there has been a 30%
rise in the number of internal audit teams
u;rouঞm]|_;buv|-@ml0;uv_-7bm1u;-v;7ķ
from 40% to 52%.
ou;-7b|1ollb;;1_-buv-u;
also now responsible for recruitment,
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management, and budget of internal audit
teams.
o_m)oo7ķbm|;ubl1_b;=;;1ঞ;-|
the Chartered IIA, commented: “This survey
shows our Financial Services Code is making
-u;-Ѵ7b@;u;m1;|o|_;v|-|v-m7bmY;m1;
of internal audit since its launch six years
ago.
“There has been a 163% increase in the
number of chief internal auditors working in
uoѴ;v;tb-Ѵ;m||o;;1ঞ;l-m-];l;m|
since the Financial Services Code was
Ѵ-m1_;7ĺm7v|-@ml0;uv_-;ubv;mbm
over half (52%) of internal audit teams in
Cm-m1b-Ѵv;ub1;vĺĿ
)oo71omঞm;7Ĺľ);mo-m|ou
m;m|;um-Ѵ7b|o7;o=u-1ঞ1;|o
achieve the same success as the Financial
Services Code to help more businesses
0;;ul-m-];|_;ubvhv|_;=-1;ĺĿ 

News | digest

AICPA publishes supply chain risk
management reporting framework
$_;l;ub1-mmvঞ||;o=vŐő
_-vѴ-m1_;7-m;ubvhu;rouঞm]
framework, SOC for Supply Chain, to help
l-m=-1|u;uvķruo71;uv-m77bv|ub0ঞom
1olr-mb;v|ob7;mঞ=ķ-vv;vv-m7-77u;vv
supply-chain risks.
The SOC for Supply Chain is a
oѴm|-u=u-l;ouh=ouou]-mbv-ঞomv|o
1ollmb1-|;1;u|-bmbm=oul-ঞom-0o|
l-m=-1|ubm]ķruo71ঞomou7bv|ub0ঞom
vv|;lvķ-m7|_;;@;1ঞ;m;vvo=1om|uoѴv
|_-|lbঞ]-|;vrrѴŊ1_-bmubvhvĺ
AICPA vice-president – assurance
-m7-7bvoubmmo-ঞoml-Ѵb1hbķ
v-b7Ĺľ$o7-ĽvvrrѴ1_-bmv-u;_b]_Ѵ
vor_bvঞ1-|;7-m71olrѴ;ĺ$_;u;bv

o[;m-_b]_Ѵ;;Ѵo=bm|;u7;r;m7;m1;
-m71omm;1ঞb|0;|;;m|_;lķ_b1_
bm1u;-v;v-mou]-mbv-ঞomĽvѴm;u-0bѴb|
to risk. Our new SOC for Supply Chain
=u-l;ouh1-m_;Ѵr-mou]-mbv-ঞom-vv;vv
ubvhķm7;uv|-m7|_;;@;1ঞ;m;vvo=b|v
1om|uoѴv-m7b7;mঞ=v_ou-ѴѴvĺĿ
$_;m;=u-l;ouh-ѴѴovou]-mbv-ঞomv
|o_-;-m;-lbm-ঞom;m]-];l;m|
performed of their manufacturing,
ruo71ঞomķou7bv|ub0ঞomvv|;lĺ$_bv
|r;o=-7b|ruob7;v-Ľvorbmbom
om|_;ou]-mbv-ঞomĽv7;v1ubrঞomo=|_;
system it uses to manufacture, produce or
distribute products, and an opinion on the
;@;1ঞ;m;vvo=|_;1om|uoѴvbm|_-|vv|;lĺ

-vvo1b-|;7bu;1|ouŋ-;v|-ঞom
methodology and guidance Mimi BlancoBest commented: “This framework is
a vital step in helping companies that
manufacture, produce, or distribute
products explain how they are managing
risks in their supply chains.
“We believe investors, boards, audit
1ollb;;vķ1v|ol;uv-m70vbm;vv
partners will see tremendous value in
]-bmbm]-0;;um7;uv|-m7bm]o=_o
those companies are managing their
supply-chain risks. Combined with
|_;Ľvorbmbomķ|_bvbѴѴbm1u;-v;
v|-h;_oѴ7;uvĽ1omC7;m1;bm-1olr-mĽv
due care and diligence.” 

!Ĺob7ŊƐƖru;v;m|vorrou|mb||o7;lomv|u-|;u;vbѴb;m1;
South Africa’s Independent Regulatory board
for Auditors (IRBA) has issued guidance in
relation to the implications of the Covid-19
outbreak on audits and auditors.
IRBA CEO Bernard Agulhas said: “This
outbreak presents an opportunity for the
audit profession to reflect on the recognition
of its public interest responsibility, and to
demonstrate its independence and resilience
to external factors. Auditors should continue
to apply the fundamental principles of
integrity, objectivity, professional competence
and due care, confidentiality and professional
behaviour.”
Key areas of the guidance include:
• The Covid-19 outbreak may disrupt the
operations of entities, and the financial
reporting process may also be impacted.
Auditors should proactively discuss these
matters with clients to understand whether
there is an impact on the client’s reporting
timetable and the audit processes;
• With the Covid-19 outbreak, auditors
may need to reassess the risks of material
misstatement of the financial statements,
as the information on which the initial risk
assessment was based may have changed.
For audits in progress, auditors should
evaluate the impact and may need to revise
their risk assessments and modify further
planned audit procedures in accordance
with ISA 315 (Revised).
• Due to the travel restrictions and various
working arrangements, auditors may have

difficulties in accessing client premises to
perform audit procedures, and may not be
able to obtain the sufficient appropriate
audit evidence, and
• For group audits, component auditors
in affected countries may encounter
difficulties in obtaining sufficient
appropriate audit evidence, which may
cause significant delays in the completion
of component audits. In addition, group
engagement team members may not be
able to travel to affected countries to
review the work papers of significant
components. The group engagement team
is, however, responsible for obtaining

sufficient appropriate audit evidence to
form the group audit opinion. The group
engagement partner is responsible for the
direction, supervision and performance of
the group audit engagement.
In addition to the above areas, auditors
may also consider the implications for the
auditor’s report.
A dedicated Covid-19 webpage has been
added to the IRBA website. This will form
a central repository of information that has
been released both locally and internationally
in relation to the outbreak, and the
implications for audits and auditors. 
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feature | covid-19

covid-19:

the profession
reacts and
responds
With a number of countries around the world acting
under a full or partial lockdown in response to the
Covid-19 pandemic, most people are having to adjust
their daily routines in some way. Joe Pickard looks at
how it is impacting the global accountancy profession

A

t the time of writing, the UK
government became the latest to
announce a number of lockdown
measures with the aim of slowing the
spread of Covid-19 in order to reduce
pressure on the National Health Service.
The majority of the country has been told
to work from home, with a few exceptions
such as those who are deemed to be in
essential work.
Over the past week or so, a range of
financial measures have been announced
by UK Chancellor Rishi Sunak, such as
government loans to businesses which will
be interest free for 12 months, and support
to supplement up to 80% of some worker’s
wages. Whether these measures go far enough
still remains to be seen.
Since the beginning of March, accountancy
organisations, networks and governing bodies
have increasingly cancelled, postponed or
made events virtual, as well as encouraged
staff to work from home.
Working from home can be difficult for
a number of reasons, whether that is access
to technology, maintaining focus, or having
to also look after children who are unable to
attend school. As well as logistical struggles,

8 | March 2020 | $_;11om|-m|

long periods of isolation can have negative
effects on mental health and wellbeing.
UK-based charity CABA supports members
of the profession and their families. Its
spokesperson and psychologist, Richard
Jenkins, provides some advice: “Individuals
dealing with stress and anxiety will spend a

focus on the issues
we are facing today
and what control
you do have
lot of time in the past or trying to predict the
future, which can include catastrophising. My
best advice is to try to remain in the present
– focus on the issues we are facing today and
what control you do have:

• Consider if there could be another way
of looking at the situation. Are you
catastrophising?
• Do you have enough of the right
information? Consider if the information
you are getting is accurate, and if not,
switch it off. Being well informed is
helpful, but only through trusted sources;
• Consider how you are benefiting from
thinking, feeling or acting this way.
Question the negative thoughts and look
for evidence as to why you are feeling the
way you do;
• Continue to use techniques to relax –
mindfulness, exercise – whatever works for
you to increase your feeling of control.

REGULATION
In a number of jurisdictions there have been
calls for an easing of financial regulation to
help deal with the spread of the virus and to
help mitigate damage to the economy.
On 23 March, the UK’s Financial Conduct
Authority (FCA) strongly requested that all
listed companies observe a moratorium on
the publication of the preliminary financial
statements for at least two weeks.

feature | covid-19

The FCA said that due to the
unprecedented events surrounding the spread
of Covid-19 over the last few weeks, the
basis on which companies are reporting and
planning is changing rapidly, and that it is
important that due consideration is given by
companies to these events in preparing their
disclosures.
The regulator noted that listed companies
and the audit profession are facing
unprecedented practical challenges due
to the pandemic. The FCA believes the
practice of issuing preliminary financial
statements in advance of the full audited
financial statements is adding unnecessarily
to the pressure on companies and the audit
profession at this moment.
The FCA is currently in talks with the
Financial Reporting Council and the
Prudential Regulation Authority about
a package of measures aimed at ensuring
companies take the necessary time to prepare
appropriate disclosures and address current
practical challenges. The three bodies intend
to announce details shortly.
Commenting on the request, KPMG
UK head of audit Jon Holt said: “We are
in constant dialogue with both the relevant
regulators and the entities we audit to support
them in how they manage their reporting
obligations as this extraordinary situation
develops. We support these measures.
Keeping people safe is the overriding priority
for everyone involved. It is clear that, given
the pressures on people and the changes that
we see day to day, it is in the public interest
for reporting to be delayed to give companies
the time to properly consider the impacts on
their results.”
Richard Martin, head of corporate
reporting at the Association of Chartered
Certified Accountants, says: “The FCA
announcement may help in heading off
investor anxiety when announcements that
were originally expected on a particular day
do not appear.
“The announcements are still mostly of
December year ends. For these the virus
outbreak is being treated as a non-adjusting
event which means that the measurement of
assets and liabilities are generally not affected
by what has happened in 2020.
“The estimation of the going concern basis
of the accounts is a different matter and needs
to be done as of the date when the accounts
are approved – so in the context of the
pandemic.
“Any full year or interim results for periods
ending in 2020 are going to have more issues.

Angel Gurría, OECD

What companies say about what they are
doing and prospects, will be just as important
for investors as the financial numbers.”
In the US, the Public Company
Accounting Oversight Board (PCAOB) has
provided audit firms with the opportunity for
relief from inspections in light of the spread
of the virus.
PCAOB-registered audit firms have been
provided with a 45-day relief period from
inspections, with the exception of providing

While there have been some major
initiatives put in to place, we are likely to
see more as, in many countries, the peak in
number of cases is still several weeks – if not
months – away.
After the pandemic has subsided, the
economic fallout will then take precedence.
The UK government’s measures in total
amount to £330bn ($389bn), or 15% of the
UK’s GDP. This is a huge amount, and is
likely to affect fiscal policy for years to come.

Only with immediate, large-scale and
coordinated actions will the economy be
ready for a quick and vigorous restart
the regulator access to audit documentation
for certain engagements. Inspections are
expected to resume 11 May.
The regulator said that the opportunity
for a pause will give audit firms the time,
resources, and flexibility to work through
significant matters with their issuer and
broker-dealer clients, while at the same time
allowing PCAOB staff to continue their
work by reviewing documentation for certain
engagements remotely and preparing for
inspections.

LOOKING FORWARD
While the spread of Covid-19 has dominated
the news for the past few weeks, the majority
of countries are just at the start of their battle
against the virus.

OECD secretary-general Angel Gurría
says: “Beyond the immediate health policy
response, the world needs decisive and
ambitious actions to mitigate the economic
downturn and protect the most vulnerable.
This is all about people: older people and
the young, women and men, those on low
income or no income, those who were already
facing a difficult situation and who will be hit
hardest.
“Only with immediate, large-scale and
coordinated actions will the economy be
ready for a quick and vigorous restart. It is
encouraging that many major efforts and
initiatives have already been announced,
but greater international co-ordination is
fundamental to ensuring these initiatives
produce the best results, reassure markets and
support the most vulnerable countries.”
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the long road to:

closing cambodia’s
accountancy capacity gap

It is home to one of the
greatest civilisations, the Khmer
Empire, which lasted from the 9th to 15th
centuries, and its historic capital, Angkor, is the largest
pre-industrial city of all time. ICAEW international capacity
building director Mark Campbell shares his insights on Cambodia

I

first visited Cambodia in 2010, and
will never forget the long journey
by bus from Phnom Penh over rural
landscapes to Cambodia’s second city, Siem
Reap, the gateway to the past civilisation.
During this visit, I realised that the journey
of the Pol Pot era of 1975-1979 and its
aftermath is not yet over. Most Cambodian
professionals died under the Khmer Rouge,
while Pol Pot lived on in the jungles of north
west Cambodia, escaping justice until his
death in 1998.
Each journey I take in Cambodia, I see the
impacts of conflict, the lack of land rights,
corruption and deforestation, and ask why the
road to recovery is taking so long.
There is no easy way to rebuild a
government, economy and society when there
are so few professionals. The first Cambodian
to study for professional accountancy and to
qualify was Kuy Lim. He travelled to Vietnam
at weekends for tuition, and qualified in
2003. In the years since 2003, despite there
being over 70 universities in Cambodia,
only 250 Cambodians have fully qualified
as professional accountants under our
counterpart body, the Kampuchea Institute
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of Certified Public Accountants and Auditors
(KICPAA). This illustrates that rebuilding
Cambodia’s accountancy profession will take
much more time, and definitely more than
one generation.

fragility and
conflict cast a
long, dark shadow
over recovery
Cambodia is not alone. ICAEW’s
International Capacity Building (ICB) team
has worked in 20% of the world’s most fragile
states, and realises that fragility and conflict
cast a long, dark shadow over recovery. The
international development community has

yet to fully learn how to rebuild effective
professions as a prerequisite step in rebuilding
conflict-affected states.
As a starting point, our team often
considers various measures of fragility,
conflict, corruption, economic wellbeing and
growth. One measure that we find helpful is
the ratio of professional accountants in the
national profession to the population. For the
UK and Singapore, this ratio is around 1:174
and 1:189 respectively, while for Cambodia it
is 1:64,000.
While not telling the full story, this
ratio provides an early snapshot of national
accountancy capacity, and can be compared to
economic wellbeing. In a world of increasing
competition, sustainable economic growth
is unlikely to happen when the accountancy
profession is weak.
On corruption, the best-known measure
is the Corruption Perceptions Index (CPI),
which has been used over many years by
Transparency International, better known as
the Transparency Index, which is effectively
the inverse of CPI. The CPI may seem like a
measure of corruption or financial crime such
as fraud or money laundering, but in reality

feature | capacity building

Universities and colleges will embed the
ATQ in foundation studies, or teach it
standalone. It can be taught in either English
or the native language, Khmer.
The ATQ comes with learning materials
in both languages, and students can take
examinations in either. In this way, the ATQ
will, over time, be well suited to teaching
across all of the cities and provinces of
Cambodia.

BUILDING A TALENT POOL

Mark Campbell, ICAEW

it measures only how relevant organisations
view the status of corruption in the public
sector.
Cambodia figures prominently in many of
the indices that we consider. It sits 54 in the
world’s top 60 Fragile States Index. Its CPI
score gives it a transparency index of 161 out
of 180 countries – New Zealand, Denmark
and Finland being the top three. Cambodia
is also one of just 12 countries listed in the
OECD-led Financial Action Task Force
Greylist of 2020.

BOOTS ON THE GROUND
The ICB team first touched down on
Cambodian soil in 2011. We realised
from our discussions with the World Bank
and KICPAA that the acute shortfall in
professional accountants was holding back
economic development. ICAEW supported
the World Bank’s recommendation that

Cambodia should have its own national
professional qualification (PQ). ICAEW
is working to improve the situation. We
designed a national PQ for Cambodia, due
for launch in 2020.
During 2019, with funding support from
the United Nation’s Development Programme

we hope that Cambodia itself will give
much hope to fragile and conflictimpacted states around the world
and ICAEW itself, we also designed an
accounting technician qualification (ATQ)
for Cambodia. This was launched with the
support of the Ministry of Economy and
Finance to much publicity, and is being
piloted with four of the top 10 universities.

icaew: building capacity
Since 2007, ICAEW has completed more
than 60 accountancy capacity-building
projects in over 30 countries.
|v7;7b1-|;7m|;um-ঞom-Ѵ-r-1b|
Building team manages up to 10 projects
-|-mom;ঞl;ĺ
Today, three of its projects are in
Cambodia, and cover audit quality
-vvu-m1;ķu;]Ѵ-ঞom-m7;71-ঞomĺ

A wonderful aspect of this project is that the
ATQ will be 100% owned by Cambodia,
and this means that it can be made accessible
to students at a very low cost. The ATQ
will finally help to create a talent pool that
can support organisations of all sizes, and
strengthen the accountancy profession. The
first 300-400 students will qualify in 2022.
As the graduates in Cambodia improve
their bilingual skills through the ATQ, we
expect to see the numbers taking the ATQ
and the new Cambodia PQ grow rapidly.
During 2020, we will work with employers to
provide internships for ATQ students.
A model in capacity building called Theory
of Change sets an overall goal in national
social or economic development, and is very

relevant to our project work in Cambodia
where we will soon begin tosee a steep rise
in the number of qualifying accountants
year on year. This will help businesses and
organisations of all sizes and contribute to
future economic growth.
A past focus on selling only international
qualifications in Cambodia has stifled
growth in Cambodia’s accountancy
profession. The new national qualifications
are overdue, and will be an effective vehicle
for building accountancy capacity and
services.
As we follow the careers and achievements
of this new generation, we hope that
Cambodia itself will give much hope to fragile
and conflict-impacted states around the world
on how accountants can deliver the social and
economic benefits that a Theory of Change
model would predict. 
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regulation:

iaasb chair
looks to tackle
standard setting
International Auditing and Assurance Standards Board
(IAASB) chair Tom Seidenstein is assuring governments
around the world that his board is moving to deal with two
controversial auditing standards. Tom Ravlic reports
Tom Seidenstein, IAASB

T

om Seidenstein, a former senior
president at Fannie Mae in the
US, has walked into the role of
IAASB chair at a tumultuous time, with
debates surrounding the adequacy of audit
regulation across many jurisdictions.
He has flagged that the IAASB has gotten
a clear message from governments across the
world, and that fraud and going concern are
topics he and other global standard setters
must tackle.
Seidenstein tells TA, in his only one-onone interview during a week of meetings
in Australia and New Zealand, that reviews
such the Competition and Markets Authority
review, the Brydon and Kingman reviews and
the audit regulation inquiry in Australia, have
raised the issues of fraud and going concern.
The IAASB has kicked off its preliminary
research on both of these areas in readiness
for standard setting, but Seidenstein says that
people cannot expect these issues to be dealt
with quickly, given the complexities involved
in both topics.
He points to the going concern project as
requiring a significant amount of research to
be done, so that jurisdictional peculiarities,
and the manner in which the laws, accounting
standards, audit standards and governance
standards work together in various countries
are understood.
“There are a number of different views
on the role of audit and assurance in going
concern statements out there. What’s the role
of management? What’s the role of financial
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reporting standards? What’s the role of audit
standards? That’s yet to be determined,”
Seidenstein says.
“We are in the process of researching the
different regimes that exist nationally and
internationally in relation to going concern,
and understanding the expectations of users
and other public officials in terms of going
concern.”

RESPECTIVE ROLES
Seidenstein’s questions about the elements
that drive considerations of going concerns
are methodical, and this comes from a central
point he made at the start of the interview: all
parties have their role to play in the system,
irrespective of whether they are directors,
managers, auditors or regulators.
He notes that standard setters have an
important role to play, but other parts of the
system must ensure that the standards are
enforced in their own way.
“I think that investors and other
stakeholders depend upon all of these parts
to work together in a modern economy to
provide sufficient trust and confidence in the
marketplace to enable capital to be allocated
in a fair fashion consistent with societal
needs,” Seidenstein observes.
“One of our strategic objectives is to
make sure we are interacting properly with
regulators, national standard setters, ethics
standard setters, inspection regimes as well, to
make sure we recognise that we are a part of

the broader ecosystem.”
Fraud is another particular favourite issue
raised by commentators who believe auditors
ought to be doing more in the context of
fraud. Seidenstein notes that the fraud project
will need to explore any increase in audit
scope and whether adjustments to the fraud
standard are capable in any way of reducing
the expectation gap. “What else the profession
should be responsible for will be a focus of
our project,” Seidenstein explains. “As people
like to say, the expectation gap does exist.”
One problem for a global standard setter
is that it deals with multiple jurisdictions,
and this also means the IAASB encounters
numerous stakeholders in each country, to
which the IAASB chair travels. Seidenstein
also is aware that time-poor professionals and
investors have views, and he has prioritised a
greater use of technology to make it easier for
them to articulate their perspectives without
needing to submit comment letters.
Collaborative forums such as discussion
boards are on his mind in order to
seek views from investors, analysts and
other stakeholders at different stages of
projects.
“One of the things I have thought about
is how you meet people, where they want
to meet us,” Seidenstein says. “Getting
investor input is difficult because they
are not technical in the way people from
the profession are. They have other daily
demands as well, and they do not have huge
infrastructure to write comment letters.” 

comment | covid-19 and insolvency

covid-19:

surviving the
trading hiatus
With Europe increasingly in lockdown, many businesses
across the UK are adapting to new ways of working,
where possible. However, despite government support,
insolvencies may be inevitable, writes Katie Farmer, legal
director in the restructuring and insolvency team and
head of the asset recovery team at Ashfords LLP
-ঞ; -ul;uķv_=ou7v

F

or those that cannot move their
workforce to remote working, such
as pubs, gyms and non-essential
retailers, businesses of all sizes in all sectors
are shutting their doors for an indefinite
period and hoping to survive in the
meantime.
With businesses in the US looking set to be
impacted similarly, economists are warning
that the coronavirus outbreak will likely lead
to a global recession.
Company directors and business owners
therefore have the additional worry of
the longer-term implications of recession
as well as the short-term need to survive
interruptions or reduction in trading.
Many businesses are considering immediate
measures to mitigate these concerns. For
example, employees of many businesses are
being furloughed, some companies will retain
their June VAT payments to assist cash flow,
some employers will be asking staff to defer
bonus payments or reduce their hours, and
many will be looking to utilise some of the
chancellor’s recent business remedy packages
such as grants, rates relief and state-backed
loans.
The chancellor’s measures may offer
immediate, short-term assistance, but for
those already struggling or on the verge of
insolvency, all the measures may do is delay
the inevitable.
The response of some businesses will be
to take more drastic cost-saving measures,
such as considering permanent redundancies
or seeking agreed deferments to outgoings

such as rent and bank borrowing. This may
not be enough to counter the impact of
social distancing and lockdown, particularly
in sectors where turnover is wholly or
significantly dependent on consumer footfall
or presence.

RIPPLE EFFECT
Even if a business is more insulated from the
impact of consumers staying at home, the
ripple effect of closures and disruption to
trade encountered by other businesses can
bring a host of new problems – and expenses.
For example, M&A activity, property
transactions, trade events, new infrastructure
and other projects may have to be delayed or
postponed indefinitely, affecting businesses
throughout supply chains. Legal advice
may be required to consider the contractual
liabilities and remedies that follow, and parties
may find there is additional expense in the
inevitable litigation to resolve disputes that
arise.
As a result, there is a real risk to businesses
that sooner or later they may have to consider
more formal restructuring in order to survive.
Some businesses will not be able to restructure
and could require a formal insolvency process.
When companies are faced with potential
insolvency, or a risk of insolvency in the
future, directors’ obligations shift so the
primary duty is owed to creditors. In any
pre-insolvency period, often referred to as
the ‘twilight’ period, the decisions made
by directors can come back to haunt them.

Directors who fail to act in the best interests
of creditors, or whose decision to continue
to trade beyond a certain point causes loss to
creditors, can result in a requirement that the
individual directors contribute personally to
the assets of their insolvent company, or in
the directors being disqualified from acting as
directors in the future.
It is already challenging enough steering
a business through these unprecedented and
changing times, but company directors must
also be mindful that decisions made now
have the potential to have serious personal
consequences to them.
Of course, it is not all doom and gloom.
Some businesses will find a significant
increase in workload. Delivery companies can
expect a huge increase in demand as retail
moves almost entirely to online ordering and
delivery of goods.
However, rapid increases to demand
can also be tricky to manage. Therefore all
businesses will need the support of trusted
advisors to help them identify risks, consider
options and solutions. Accountants are
well placed to support business owners
and directors with the challenges posed by
Covid-19, providing expert and objective
advice and assisting with new measures that
may need to be accessed rapidly.
Businesses that survive this hiatus
to normal life will be those that have
acknowledged and confronted the impact
of these times, sought early assistance, and
adapted, sometimes creatively, to meet the
challenge. 
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covid-19 and fraud:

an opportunity
for ap teams
Covid-19 has already had an unprecedented impact on the
global economy, the way we work and our everyday lives.
While we negotiate the upheaval, opportunistic criminals
have seen the situation as an opening to commit financial
fraud, writes David Griffiths, CEO at Fiscal Technologies

C

ovid-19 is placing added pressure
on accounts payable (AP) teams
to ensure fraudulent activity is
minimised, and the organisation’s working
capital is protected.
While the way forward may seem daunting
for AP workers, there is an opportunity here
for these teams to be a voice of calm among
the chaos.
For this to happen, it is key that AP teams
have all the right financial controls in place
to minimise errors, maximise visibility of
transactions, and streamline processes –
especially with so many people now working
from home and the various compliance
challenges this creates. In essence, it is about
taking a more forensic approach to AP
activities.

Three-way matching: room for
improvement
For many years, AP departments have relied
on three-way matching to validate the
payment of supplier invoices. However, AP
processes have become considerably more
complex in recent years: invoice-related
information now arrives in a multitude of
formats, and payments are made in a number
of different ways.
While three-way matching to validate
payments is an effective first line of defence,
it does leave processes open to errors, which
could heighten the potential impact of fraud.
There are a wide variety of incidents where
three-way matching can be bypassed, with the
following six being the most popular:

Ǝĸ u;t;m|;1;rࢼomv
Investigating exceptions or non-matches
can distract staff, who then spend time
fixing the payment in question. When these
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exceptions start to accumulate, employees
can be tempted to process them without
a full investigation, because it is timeconsuming, repetitive and could impact on
key performance indicators or early payment
discounts.
Frequent exceptions from a specific supplier
soon become accepted as the norm, which
ultimately increases the risk of fraud.

2. Open purchase orders
Open purchase orders allow overpayments to
occur, sometimes for a significant duration,
which can then be difficult to unravel. This is
common when call-off orders are in place or
the purchase order details multiple shipments
– usually for repeat items. This may then
be paid automatically and without checks,
either until the invoice limit is reached or an
internal audit highlights the issue.

Ɛĸ;uu;Ѳb-m1;om-|ol-ࢼom
Automating the three-way matching
process certainly saves time, but it also
removes the natural checks and balances
of human oversight. This can then lead to
an overreliance on automated systems, and
increases the chances of staff becoming
complacent.

4. Duplicate purchase orders
Duplicate purchase orders can be erroneously
created for the same goods by staff who are
under severe time constraints, or by records
from the same supplier causing confusion.
They can also occur if the purchase order is
allocated to the wrong supplier, for a different
period of time or for similar orders.

5. Manual errors
As AP staff manually enter most purchase

-b7ubL|_vķ bv1-Ѵ$;1_moѴo]b;v

orders into their procurement systems,
they are subject to the inevitable vagaries
of typographical errors. This can occur
even if digital systems are being used, as a
combination of both automation and human
input remains common.

6. Automated supplier errors
With the advent of online procure-to-pay
portals, suppliers can now load their own
invoices – which could contain errors – onto
customers’ ERP systems. This adds to the
complexity of the procurement process, and
also relies on inherent trust and the security
of suppliers.
Despite the importance of properly
navigating this complexity, staff are often
eager to please or are pressured into making
exceptions to ERP processes. This can then
lead to changes being made to supplier files
or bank details, without consideration for the
wider effect on the ERP system or the errors
this could cause.

7or|-l;ࢼ1Ѳov-rruo-1_
To eliminate these issues, being thorough
is vital. Three-way matching should be
combined with additional stringent internal
process control, strict visibility of master
supplier files, and forensic analysis of
transactions before payments are made.
We are definitely in exceptional times. The
purse strings for every organisation are tighter
than ever, so the last thing you want to be
contending with is a fraud incident. AP teams
should take stock and remember that they can
play a hugely significant role in all of this. Be
meticulous, avoid cutting corners, make full
use of different technologies and look after
your employees, and there are many reasons
to be optimistic. 
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cpa canada:

holding firm during
disruptive times

Joe Pickard speaks to CPA Canada CEO Joy Thomas to discuss
the main challenges and opportunities that the profession faces in
Canada, in a period of what she describes as ‘exponential change’
The Accountant: What are the main
impacts that the Covid-19 pandemic
is going to have for accountants at
this stage?
Joy Thomas: Well, it is still very early.
Obviously the economic outfall is extensive,
that is already playing out through the
markets, through supply chains and the
cancellation of many events.
The economic fallout will have a significant
impact on accountants, but I think more to
the point right now is just dealing with the
societal issues around the virus and making

sure that we keep our employees safe and
making sure we do whatever we can for this
country to mitigate the spread of the virus.
That is really our focus.
We have already extensively cancelled
programming and we are looking internally
at our critical mission, critical functions and
what might occur next.
Right now, it is more about getting
everyone out of the office, working from
home, dealing with technology issues and
so on, but also actively engaging in the
cancellation of programmes.

We run a ton of national and provincial
programmes for members and for students,
so we are working on turning everything we
can to virtual and deferring where we cannot
transition it into virtual.

TA: Apart from the spread of
Covid-19, what are the major
challenges that accountants face in
Canada at the moment?
JT: For us, it is trying to make sure that
accountants, and the accounting profession
generally, are both able to manage this
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exponential change that we are going through.
Certainly, as a result of things like climate
change and societal expectations, we have got
lots of disruptions to business models.
Another focus is how our members are
leveraging technology in what has become
such a data-driven world. The challenges
are making sure that members are not only
working for today, but are also keenly aware
of some of the drivers of change and how
they are having an impact on them as they go
forward.
For us at CPA Canada, it is really vital
that we try to continue to focus on the issues
that members face today in terms of running
businesses and adding value in organisations,
but also taking a really active role in how we
do shape that future for the profession. We
refer to it as managing ‘Highway One’ and
‘Highway Two’.
In Canada, we have a lot of CPAs for our
population, we have over 220,000, so they
are working across all sectors of the economy
and working across all traditional, and some
perhaps less traditional, areas – the traditional
being audit, tax and assurance, but they are
also working extensively within organisations
in performance management, strategy and so
on. We see that those types of roles will likely
continue to be areas of focus as we move
forward.
In terms of managing Highway Two, it is
really about being cognisant of external forces
and thinking about how we are going to play
those roles in organisations in the future. So,
it is not just that we are auditing, it is how
we are auditing; it is not just that we are
managing risk, it is how we are identifying
non-traditional risk; it is not just how we
are measuring realised value, but how we are
actually measuring more than realised value
and value creation for organisations.
It is how we will continue to operate
in this increasingly digital world. There
are challenges, but there are also massive
opportunities for us if we can stay ahead and
make sure that we are focusing on the right
future competencies for our members.

Joy Thomas, CPA Canada

Bachelor of Commerce degrees and
accounting in universities and really try to
recruit across universities and also to recruit
extensively in the workforce. So we are
drawing individuals from broader areas of
focus than what, in the past, we would have
considered more traditional accounting roles.

JT: We do have a number of reciprocal
member agreements and we do always see a
good uptake coming into the country. Part
of the reason for that is that we have a quite
a liberal immigration policy in Canada. Last

it is vital that we continue to focus on the
issues that members face today in terms
of running businesses and adding value

TA: Because the profession is
1_-m]bm]Ķ-u;oCm7bm]|_-|
more people are joining from non|u-7bࢼom-Ѳ0-1h]uom7vĴ

I think we have actually done a relatively
good job of that. Clearly, one of the strategies
for success and for sustainability of the
profession is to make sure that it is inclusive
and that we are drawing on a lot of skill sets.

JT: In Canada, what I think we have done
a good job at is promoting our designation
not just as an accounting designation but as a
business credential.
In that regard, we have been mindful to,
for example, recruit outside of traditional

TA: Last year, CPA Canada signed a
number of reciprocal membership
-]u;;l;m|v-m7o&vb|_7b@;u;m|
government bodies from around the
world. Are you seeing an uptake from
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your members moving into these
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year we probably had close to 400,000 new
immigrants come into the country, and we are
a population of 37 million.
As a country, we keenly recognise that
we need the expertise of new entrants to
Canada. Therefore, we make sure that we have
reciprocity agreements, and even where we
do not have reciprocity agreements, we have
alternate channels to the designation.
We merged in 2014, and we had strong
recognition agreements prior to that and we
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carried those on through unification. But now
we are going through this lengthy process
of reviewing all of our current agreements,
making sure that they continue to be in
the public interest, making sure that our
standards continue to be the standards of
entry from across the world.
We are going through that process because
when we merged, we actually created a new
programme for the designation, one that took
some of the best parts of the three legacies
but also added new competencies and new

of hindsight and really get into the mind set
of foresight and thinking more long term
about organisations
Data governance and value creation are
the two work streams that we have really
been focusing on. Within those, it is also
about trying to understand what tools and
resources we can provide to our members
as they grapple with some of this within
organisations. It is also about doing a lot of
research into these areas. So that is some of
the ongoing work right now.

we always make sure that our position is
all around what is in the public interest,
and that has served us very well
learning methodologies. So we just have
to go through this quite lengthy process of
examining all of our reciprocity agreements,
making sure they are in line.
What I think is really important as well is
where they are not equivalent, that we have
other pathways for individuals to still get the
CPA designation if they come to Canada.

TA: What else is CPA currently
working on right now?
JT: We have been working on a massive
project here called Foresight: reimagining the
profession. Phase One was launched in 2018
and ran into 2019, and that was really about
identifying what are the plausible scenarios
that might happen in the future and then
thinking about what roles there would be for
professional accountants.
In 2019 and into 2020, we entered
into Phase Two of that work, and we have
really identified two key areas of potential
opportunities for the membership. Those
are around data governance, this notion of
the proliferation of data and how we provide
assurance over it and value and manage it.
Also, the challenges of the integrity issue
and what role we play in that work. That
goes back to the whole trust notion of the
profession.
Then the other areas, which I have
mentioned a little, such as value creation
and rethinking the measurements of a value
creation, so we are able to report effectively
on organisations and their long-term
sustainability. That really got us to the whole
notion, but it is not a new notion, of really
focusing on the idea that we have to get out

When you think about the skills of our
profession, such as the competencies, the
ethics, the trust, the integrity, and just
being able to leverage those core attributes
in some of these new areas in the future, I
think that becomes quite exciting. I think it
helps to ensure that the profession and the
membership can remain relevant as we move
forward.
There is a bit of a challenge around the
angst of all of the change. We talked about
technology and members can get a bit
concerned about what their role is when
technology seems to be in many cases taking
over work. I think by us doing this foresight
work and promoting it, broadly consulting
with members, and pushing out everything
we learn about it, I think it gives us all a way
to focus on moving forward and not get too
caught up in what we might lose but what
we might actually move to. It has been a very
significant and positive project.

Also, I think one of the important factors
in this work and the continuation of this
work is that it is really about the ecosystem.
It is not just about the membership, it is not
just about CPA Canada, but it is consulting
broadly with the standard setters and the
regulators, academia and business itself, just
to make sure that we are understanding from
multiple perspectives what these roles might
look like and how we might add value.
We are always talking about the challenges
and opportunities for members, but I also
like to think about it as the challenges and
opportunities for the profession itself and for
the organisation as the voice of the profession.
As we are thinking as a profession about
continuing to instil that trust. which is so
key to our DNA, the profession itself or the
organisation itself does have a big role to play
in that and how they act as a voice.
We think about that a lot at CPA Canada.
So for example, it is how we contribute to
public policy, how we make sure we have a
seat at the table on issues like climate change,
like tax reform, like anti-money laundering,
like financial literacy, because I think all of
that not only helps our members and gives
our members a role to play and a say in the
development of public policy, but it also
demonstrates to the public the role that
professional accountants and organisations
can play, which I think is sometimes beyond
what the public and even government think
as the more traditional role of accountants.
We are quite mindful of that work and how
we do that work. We do not contribute to
public policy from an advocacy perspective;
we always make sure that our position is
all around what is in the public interest,
and that has served us very well in terms
of our complicated role with government
and various government bodies there in the
country. 
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a fundamental and
transformational
change in the industry
Following the publication of the Brydon Review, which has proposed a number
of recommendations in order to transform the UK audit industry, Joe Pickard
spoke to the team at accounting technology provider Validis to hear about
some of the biggest impacts that technology will have on the industry
The Accountant: You gave your
opinion towards the Brydon Review,
what were the main points that you
put forward?
Jeff Graham: For the Brydon Review we really
focused on a couple of different areas, the
biggest being around improving the quality of
audit with technology.
That is the ‘broad brush’, but deeper down
in that, with cloud-based technologies and
our tool which extracts and standardises
GL data at the lowest level, as well as subledgers, we can then take this extracted and
standardised data and compare it against
third-party evidence.
We have a feature that compares to thirdparty bank data, whether that is PDF or
Open Banking format, and tells the auditor
exactly where things are not matching up. So
if it has not cleared cash, either inbound or
outbound, or it is not traced out to a deferred
account or it is not a non-cash item, then
there is a good chance we ought to look a
little deeper as an auditor.
There is fundamentally a transformational
change in this industry because for many
years, our technology was a copy machine
– we got paper, we copied it, we gave paper
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back, we carried around big books, big
binders, big briefcases, and then we went
to the Lotus, then we went to Excel, but
fundamentally that sampling of 3% of a
client’s transactions gave us a comfort factor
and still does.

a bit of a push
from regulators is
needed in order to
change, sometimes

We have done a good job as an industry of
self-regulating, but this process can change
now, and can change dramatically. So it
has changed, and we have just got a level of
excitement that is really encouraging.

TA: Why do you think this profession
_-v0;;mvo0;_bm7bm-7orࢼm]|_bv
technology? Surely we have been
moving towards this point for quite
vol;ࢼl;Ķo;u|_;Ѳ-v|7;1-7;-|
least, so why has it taken so long?
James Foster: I think a big part of this is the
fact this is a bit of a carrot-and-stick situation.
I think a bit of a push from regulators is
needed in order to change, sometimes.
I think one of the most important
recommendations that the Brydon Review
made was around the obligation of an auditor
to endeavour to detect material fraud in all
reasonable ways.
Two changes have happened there.
Historically, it was never the requirement of
an auditor to try and detect fraud. Obviously,
they would have to report it if they saw it, but
they were not necessarily looking for it. That
is changing. I think what is key here is the
term ‘in all reasonable ways’.
Historically, it has by no means been
reasonable to expect an auditor to carry out
100% population testing, but now, with
technology, that is a perfectly reasonable
expectation. Why has this not happened
earlier? I think because no one asked for it.
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checking out and not striving to do more for
their clients or to grow their career.
The firms that are adopting this technology
the quickest are also those that are very big
about investing in their people and growing
the stature of the audit profession and that is
very exciting.

Steadily over time, perhaps the value of
an audit has fallen, or fewer entities have got
value from it. We have seen some horrendous
collapses of very well-known businesses with a
signed-off audit only a few months previously,
and in some of those cases there was an
indication of fraud as well as signing off as
a going concern when there was no such thing
As well, there are a lot of people screaming
from the side-lines saying: “What is going on
with audit? A lot of these audits are not fit for
purpose.” So I think there is a lot of external
pressure which is forcing change.

TA: You said nobody has really asked
for it. Do you think, in a way, that
u;]Ѳ-ࢼom-m7u;]Ѳ-|ouv-u;v|orrbm]
bmmo-ࢼom=uol|-hbm]rѲ-1;Ķ;b|_;u
directly or indirectly?
JG: Sometimes it takes regulators to
incentivise people to change. This is a
profession that is that is very conservative by
nature, and it has had a long history of being
very successful. So there has been no burning
desire to change procedures.
We are self-regulated and we pride
ourselves on that. We do have slip-ups, but it
has been a profession which has by and large
been very successful year after year.
When big changes have come, in the states
it has typically been around tax law changes
or it has been around regulatory issues. In
the US we did not have the Public Company
Accounting Oversight Board 30 years ago,
but when it was established, things had to
change.
I think the advent of cloud-based
technologies and the focus on audit has really
come into light as kind of a new thing, as in
the last five to seven years all the technologies
within the industry were focused around tax
practice management, data management,
workflow, different aspects of the firm,
but not so much the auditors. There was
technology around analysis and workflow
tools within the audit, but not like what you
can do now with readily available data.

$ثo_-u7bvb|=ou7b@;u;m|Culv
to implement these new technologies
_;m|_;_-;7b@;u;m|-7b|
methodologies? Does it make it harder
to roll out?
JG: I think the firm’s willingness and
commitment to change is the single biggest
mindset to overcome. You have to be willing
to embrace looking at procedures and
processes in a different light. The bigger the
firm, the harder it is sometimes, but you have

TA: If technology is taking away very
mundane tasks that accountants
used to have to do surely this will free
rlou;ࢼl;=ou|u-bmbm]bmo|_;u
-u;-vv1_-v=ou;mvb1-11omࢼm]-m7
7;|;1ࢼm]=u-7Ķlou;vo|_-m|_;
previously have been able to?
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got to get somebody within the firm that
wants to champion that
JF: To add to that from a slightly different
angle, I think more and more of the firms,
especially the larger firms, we talk to are very
concerned about attracting and retaining
really high-quality staff and attracting new
staff to the profession.
If you talk to senior auditors on what
attracted them to the profession, it was the
excitement of being able to get out and visit
some of the world’s leading companies and
spend time on site and understand how
these businesses truly operate and it was very
cutting edge.

JF: Absolutely, I agree entirely. In
recommendation 14.2.2, it says directors
should report on the actions they take to
fulfil their obligations to prevent and detect
material fraud against the background of their
risk assessments
So more and more pressure is going to
come on the auditors from the companies
being audited, as greater liability is on them.
They will expect members of the audit team
to be a lot more skilled in the ability to look
for fraud as part of their audit process.
Then to be able to evidence that as part
of the audit by saying: “This was the team
involved in the audit and this is the level of
qualification each of those members have.”

more and more pressure is going to come
on the auditors from the companies being
audited, as greater liability is on them
But what may happen when new, young
individuals join and get involved in audit
practice, only to see their peers in other areas
in transaction services or in tax, enjoying
and using some of the latest cutting edge
technologies to make their jobs easier by
taking away a lot of monotonous aspects of
their jobs so they can focus on helping the
client, and people that remain in audit are left
behind a little bit in a technology vacuum.
Finding that they are still having to do a lot of
cumbersome, manual processes, just to focus
on the real problem that the client has or to
do their job, that is frustrating to people and
it leads to people leaving the industry.
Or, an even worse situation that has been
brought to my attention recently is that they
may be staying in the industry but mentally

JG: The larger firms are not only looking at
different skill sets, but looking at different
disciplines. There have been more firms hiring
data scientists, which did not happen 10 years
ago.
There are firms hiring more people with
industry vertical expertise so that they have
a better business understanding of what
the client is trying to accomplish. That has
benefits beyond just better audit, but as
benefits along the consulting lines as well.
They are looking for people that can look at
the data and say: “This does not make sense.”
We have found that an auditor has good
auditing skills, but as an individual may not
possess all those other skills, even though they
trade them up and get better at it, and the
fraud detection is on a whole other level.
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