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N E W S E X T R A

Why use a Chartered Accountant?

People are usually surprised to learn that there is no legal restriction on the use of terms “accountant” and “tax adviser”.  Unlike other professions, such as doctors and solicitors, where only suitably qualified people can practise, anyone can set up in business as an accountant or a tax adviser.


Some of those who call themselves accountants may have started out training for a professional qualification then dropped out because they failed the exams.  Their knowledge may have been reasonably good at that point, but they have probably not kept up to date.


Others are simply book-keepers who have tried to progress to preparing annual accounts and tax returns, something which is probably beyond their training and abilities.  They are likely to have an inadequate understanding of both accounting principles and tax rules.  Sometimes book-keepers take on this extra work under pressure from clients, who want to save the cost of using a proper accountant.


Former tax inspectors sometimes set up in business as tax advisers and can be very good at tax compliance work.  They have no training in accounts preparation, however, so do not have the necessary skills for a general accountancy practice.


On numerous occasions I have taken over clients from unqualified accountants and found errors in the work they have done.  Some errors were caused by carelessness, others by lack of knowledge.  In all cases, the clients were unaware of any problem until I pointed out the errors, some of which could have had serious consequences; the clients had relied on these unqualified accountants to get things right and had been let down.


It can be assumed that HMRC will soon work out which accountants are incompetent.  Their clients will then be more likely to be selected for a tax enquiry, because HMRC will see them as a greater risk.  Also, tax inspectors want to select enquiry cases where there are likely to be errors, because they are expected to collect additional tax from their work.


Unfortunately, the general public does not appreciate the difference between qualified and unqualified accountants.  The situation is not helped by the accountancy profession itself, which has numerous institutes with their own qualifications: chartered, certified, management, public finance and several smaller bodies; even the chartered accountants have separate institutes in England and Scotland.


I belong to the Institute of Chartered Accountants in England and Wales and, to become a member, I had to serve a training contract and pass examinations.  I then had to complete several years post-qualification experience before I could obtain a practising certificate allowing me to set up in business as a Chartered Accountant.  To retain this practising certificate, I have to continually update my knowledge and skills by attending training courses.


In addition to my institute fees and the costs of training courses, I have to have insurance to cover me against negligence claims.  I am bound by strict ethical guidance on matters such as client confidentiality, handling clients’ money and ensuring that I have the necessary skills to carry out any assignments which I accept.


Clients of Chartered Accountants therefore have an assurance that they are dealing with someone of skill and integrity.  If the client feels that these high standards have not been maintained, then the Institute will consider a complaint which, if upheld, could lead to a fine or expulsion. If a client does suffer any financial loss through incompetent work then the insurance policy will ensure that any claim for compensation can be met.


The unqualified accountant may be able to offer a cheaper service by avoiding the costs associated with membership of a professional body, but the Chartered Accountant offers an assurance of quality.

Postscript – June 2008


Accountants who are not members of any professional body are now required to register with HMRC under the Money Laundering Regulations.  I wonder how many have realised!
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