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Our best deal 
just got better!

With the addition of our new partner Car Buyers Guide,  
BeepBeep now offers SIMI dealers the ultimate hand  

for selling online.

With BeepBeep you now get all your stock listed on  
BeepBeep.ie, DoneDeal, Adverts.ie and now CBG.ie,  

PLUS our great value Car History Check Service.*

To sign up for the BeepBeep package, call 01 531 3040,  
or email cathy@beepbeep.ie today, and we’ll send a member  

of our sales team to discuss it with you.

*Some third party websites may charge  
                         a fee for this service.
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FEMALE INTUITION
It is apt that International  Women’s Day, celebrated 
annually on 8 March, coincides with the recent 
apppointment of Anne Keogh FCCA, who has been 
elected ACCA Ireland’s president for 2014. She 
discusses her new appointment in the interview focus 
this month, and outlines her eventful and illustrious 
‘path to president’. 

Keogh has worked with Irish business ‘greats’, 
including Michale Smurfit, Peter E Lynch and Andrew Collins, and has used their 
influence in her early career to shape the success story she is today. Currently 
working for water company The Well, Keogh is looking forward to implementing 
her ideas during her presidency tenure and making her mark as president. 

ACCA was the first accountancy body to give women access to its membership 
in 1909 and also the first to appoint a female president. This awareness of  the 
contribution women make in the accountancy world is reflected in the symbolic 
International Women’s Day. Another influential woman, who gave the keynote 
address at the ACCA Ireland International Women’s Day breakfast, held on 7 
March, is Dr Emily O’Reilly, European Ombudsman. She was the first ‘Woman 
Journalist of  the Year’ in Ireland as well as being the first female European 
Ombudsman. Her speech revolved around revolutionising gender equality, having 
a good attitude towards life, both professionally and personally, and the hardships 
women have to endure in terms of  ambition. 

Unfortunately the old adage of  women having to balance work and home-life, 
is a cliché for a reason, and O’Reilly was adamant that we should be mindful 
of  the struggles women continue to face in this regard every day on a global, 
professional scale. ‘First-world’ problems they may seem, but they should be 
considered and continually addressed at International Women’s Day, which is why 
ACCA Ireland plays an important role in celebrating this event every year. 

Shauna Rahman, Ireland editor, shaunarahman@ifpmedia.com 
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▼ BOI POSITIVITY
Bank of Ireland eported a loss of €569m  
in 2013, a significant decrease from the  
€1.4bn loss in 2012

▼ JOB BOOST
More than 1,800 jobs have been announced 
at 122 different companies across the country 
supported by Enterprise Ireland

▲ SUPER REBRAND
From 13 February, Superquinn supermarkets 
were officially rebranded as SuperValu, under 
the 2011 Musgrave Group takeover
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▲ TROUBLE IN UKRAINE
Stocks in Europe and Asia are down as tensions 
between Russia and the Ukraine intensify

◄ ASIAN APP DEAL
Viber is to be sold to Japan’s Rakuten for $900m 
in a deal that will see combined users of call and 
messaging apps jump to half a billion

▲ SUCCESSFUL SECTORS
The Morgan McKinley monthly employment 
monitor recorded a 60% increase in jobs 
available between December 2013 and 
January 2014 in the financial services, 
accountancy and IT sectors in Ireland
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RSA SHARE ISSUE 
The RSA Group may launch 
an £800m share issue to 
cover £200m in losses 
revealed in its Irish subsidiary 
and to improve its capital 
position following the floods 
in UK and Ireland. RSA has 
claimed the losses in its Irish 
operations were the result 
of  an accounting fraud, but 
former executives in charge 
of  the Irish business have 
denied any wrongdoing.

BALANCE SHEETS 
COST E11M 
EY, KPMG and the Boston 
Consulting Group were 
paid €11m between them, 
by the Central Bank of  
Ireland for conducting 
balance sheet assessments. 
The assessments will be 
used as the basis for the 
European Central Bank’s 
own assessments, but much 
of  the work will have to be 
duplicated. EY examined AIB 
and Permanent TSB loan files 
and impairment modelling, 
while KPMG examined these 
for Bank of  Ireland.

US PAY 2.2%
An academic study 
has concluded that US 
multinationals pay a real 

IRISH LOSS DISPUTE
A dispute between the 
Lloyds Banking Group and 
HMRC could cost the bank 
£1bn after the tax authority 
rejected its tax treatment 
of  the winding-down of  its 
Bank of  Scotland (Ireland) 
subsidiary. Lloyds will have 
to pay an extra £600m in 
tax and write off  a £400m 
deferred tax asset if  it 
cannot win its case. The 
bank said it was confident 
that it would be successful. 
Meanwhile, HMRC is 
encouraging more micro-
businesses to move to 
simple cash accounting 
systems, to save themselves 
costs and avoid the need to 
engage accountants. Cash-
basis accounts can be used 
by sole traders and other 
unincorporated businesses 
if  their annual income is 
less than £79,000. 

ACTION PLAN FOR JOBS
The Irish government has 
published its latest Action 
Plan for Jobs which is 
intended to generate 10,000 
jobs. Nine ‘disruptive reforms’ 
are intended to provide fast-
track growth opportunities. 
Local enterprise offices 
will promote a culture of  
entrepreneurship and new 
start-ups. Support for 
exporters and manufacturers 
will also be increased with a 
greater focus on the use of  
big data and improving ICT 
skills. The regulatory burden 
is to be lifted on licensing; 
micro-businesses will be 
assisted to trade online, 
and a fund will support 
energy efficiency. A National 
Health Innovation Hub will 
also develop new healthcare 
products and technologies. 

corporate tax rate in Ireland 
of  just 2.2%, putting 
the country firmly in the 
tax haven category with 
countries such as Bermuda. 
The paper by professor 
James Stewart, associate 
professor of  finance at Trinity 
College Dublin, concludes 
that the effective rate paid 
by US multinationals is 
substantially below the 
12.5% headline rate. 
However, a report by PwC 
and the World Bank Group 
two years ago found the 
effective rate was 11.9%. 
Finance minister Michael 
Noonan claimed the 
academic report used a 
flawed methodology.

KPMG ‘TO SUE ITSELF’
KPMG is dealing with a 
difficult conflict of  interest 
as it faces calls to sue 
itself. The firm is acting 
as liquidator of  the Irish 
Nationwide Building Society, 
having previously been its 
auditor. KPMG is suing 
EY as auditors of  Anglo 
Irish Bank, which was, like 
Irish Nationwide, taken 
into IBRC. A former Irish 
Nationwide director and 
several politicians have 
called on KPMG to sue itself. 

KPMG told an Oireachtas 
committee that it would 
hand the decision to an 
independent panel.

GLOBAL INFO STANDARD
A new global standard for 
the automatic exchange 
of  financial information 
has been published by 
the Organisation for 
Economic Co-operation and 
Development (OECD). It 
is intended to assist G20 
countries improve their 
collection of  taxes on funds 
held offshore. Under the 
standard, jurisdictions will 
obtain information from 
their financial institutions 
and automatically exchange 
these annually with 
other jurisdictions. Forty 
countries are committed to 
introducing the standard, 
which was developed at the 
request of  the G20.

INCONSISTENT REPORTS
Companies reporting under 
IFRS are too often influenced 
by subjective management 
views, such as the treatment 
of  restructuring costs, 
warns S&P. S&P is calling for 
improved disclosures; more 
prescriptive and specific 
guidance for auditors; and 

News round-up
This month’s stories include the new Action Plan for Jobs scheme being developed by 
the Irish government, whistleblowing procedure updates, and India adopts IFRS

IRISH TAX PRESSURE  
At their recent meeting in Sydney, leaders of the 
G20 advanced economies have agreed action against 
corporation tax avoidance that could erode Ireland’s 
competitive advantage. At the same meeting, the G20 
agreed to make further progress with the OECD’s 
Base Erosion and Profit Sharing (BEPS) plan, which is 
intended to shore up the tax revenues of the advanced 
economies. They also agreed support for the OECD’s 
automatic tax information exchange for both corporate 
and personal revenues.  
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JOB RATE INCREASE
The unemployment rate in Ireland fell to 12.1% 
at the end of last year, from a high point of over 
15% just two years ago. It is now slightly above the 
eurozone average of 12%.

greater auditor assurance 
of  underlying earnings and 
exceptional items. An S&P 
study of  non-financial FTSE 
100 companies’ reports 
found 89% adjusted profits 
and in 73% of  cases this 
boosted operating profits. 

SME INVESTMENT
Governments must invest in 
education and infrastructure 
if  their SME sector is to 
grow, says ACCA’s Global 
Forum for Small and Medium 
Sized Enterprises. The 
discussion forum’s policy 
paper Innovations in access 
to finance for SMEs argues 
that governments must 
encourage financial literacy 
among small businesses; 
remove uncertainty in 
regulation; and improve SME 
access to funding by raising 
their knowledge of  funding 
sources. The study found 
that businesses and investors 
have lost faith in banks, which 
are less able to lend to small 
firms because of  capital and 
liquidity restrictions. More 
at www.accaglobal.com/
smallbusiness

 
CHINA AUDIT RULING
The Chinese affiliates of  the 
Big Four (EY, PwC, KPMG and 
Deloitte) have appealed their 
six-month suspension from 
auditing US-listed companies. 
The appeal will be heard 
by five Securities and 
Exchange Commission (SEC) 
law judges, following the 
original decision by an SEC 

administrative law judge. The 
suspension was the result of  
the firms’ refusal to release 
to the SEC audit papers of  
Chinese companies listed in 
the US, claiming that to do 
so would violate Chinese law. 
The suspension will not apply 
while the matter is being 
appealed and the matter 
could eventually go to the 
Court of  Appeals.

INDIA ADOPTS IFRS
India is to adopt IFRS 
from April 2015. It will be 
mandatory for companies 
with a net worth greater 
than 1,000 crore rupees. 
A second implementation 
phase will apply from April 
2016, when the measure 
will apply to companies 
with a net worth above 500 
crore rupees. The move to 
IFRS requires confirmation 
through the approval of  a 
new Companies Act. Some 
listed Indian companies are 
already permitted to report 
using IFRS.

FEMALE CANDIDATES 
INCREASE
More women than men are 
seeking accountancy jobs 
for the first time ever, says 
UK recruitment company 
Randstad. Last year, 51% of  
candidates registering with 
the agency were women, up 
from 47% in 2012.  Randstad 
credits the change to women 
choosing the right courses at 
university and the success of  
firms’ diversity programmes. 

Women are likely to 
outnumber men across the 
professions in the future: 58% 
of  university applicants in 
Britain last year were women.  

SCOTLAND TOLD NO 
Scottish voters have been 
told they will not be part of  
a currency union with the 
remaining parts of  the UK if  
they vote for independence. 
Chancellor George Osborne 
said: ‘If  Scotland walks away 
from the UK, it walks away 
from the UK pound.’ His 
warning was backed by the 
Labour and Liberal Democrat 
parties. However, in an 
extension of  devolved powers 
within the UK, ministers have 
given approval to the Scottish 
government to issue its  
own investment bonds from 
next year.

ACCOUNTANT SHORTAGE
The shortage of  qualified 
accountants is growing as 
firms increase employment 
as they ready themselves 
for improved economic 
conditions, says UK 
recruitment company Hays. 
There is also rising demand 
in the NHS because of  
structural reforms, such as 
the formation of  clinical 
commissioning groups. 
Randstad predicts the UK 
needs an extra 80,000 
qualified accountants 
by 2050 to meet likely 
demand. Hays reported only 
modest increases in pay 
offered by firms. But rival 
recruitment company Marks 
Sattin said companies have 
been forced to raise salaries 
as industry demand is 
eroding employee loyalty. »

TRENDS

2011: 15.0% 2013: 12.1%
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also won the audit for FTSE 
250 electronics company 
Electrocomponents, where 
KPMG had been the auditor.

GT DISCLOSE PAPERS
GT partner Steve Akers and 
director Mark McDonald 
have been ordered by the 
Court of  Appeal to hand 

NEW VODAFONE 
AUDITOR
Vodafone has appointed 
PwC as auditor in place of  
Deloitte, following a tender 
process. PwC will take on 
the role from the 2015 
year onward, subject to 
approval by shareholders at 
the company’s AGM. PwC 

over reports on Vincent 
and Robert Tchenguiz. The 
Tchenguiz brothers were 
arrested by the UK Serious 
Fraud Office, which was in 
receipt of  the GT report. 
A court case launched by 
the brothers found the 
SFO had used unlawful 
search warrants in raids 

on properties. Costs of  the 
case were awarded against 
Akers and McDonald, who 
said they would continue 
to recover assets held by 
companies connected to  
the brothers.  

ROLLS-ROYCE PROFITS
Rolls-Royce was required 
by the Financial Reporting 
Council to restate its 2012 
accounts and adjust its 
figures for 2013, cutting 
£40m from its pre-tax 
profits for 2013. The 
FRC required the aircraft 
engine maker to change its 
accounting treatment of  
risk and revenue sharing 
arrangements with partner 
suppliers, following a review. 
Those arrangements relate 
to R&D contributions by 
partners, which had been 
shown by the company as 
income. These will now be 
reported as contributions to 
R&D investment that will be 
amortised over time.

EPSAS SCEPTICISM
FEE, the European 
Federation of  Accountants, 
has told the European 
Commission that it ‘does not 
seem to be entirely logical 
and cost-efficient’ to develop 
European Public Sector 
Accounting Standards 
(EPSAS) when international 
standards (IPSAS) already 
exist. It says that while 
IPSAS are not complete – 
they fail to consider social 
benefits – they have gained 
widespread acceptance. 
FEE doubts if  the European 
Commission can develop 
EPSAS, and gain a 
consensus behind them, in a 
timely manner.

WHISTLEBLOWING 
PROCEDURES 
Boards need to ensure 
company whistleblowing 
practices are adequate, 
says the Chartered Institute 
of  Internal Auditors. An 
IIA survey found that only 

TR
EN

D
S

COSTS AND CLIENTS KEEPING SMPs AWAKE
European small and medium-size practices polled at the end of last year by the 
International Federation of Accountants (IFAC) revealed that their chief concerns 
during the year were pressure on fees and winning and holding onto clients.

AUDIT PROPOSALS
Most respondents also 
thought companies 
would welcome the 
auditor communicating 
significant risks to 
them (graphic, left), and 
that every audit report 
should contain a specific 
statement on going 
concern (graphic, right) 
even when no issues had 
been identified.

23%

3%

51%
22%
27%

54%
30%
16%

25%

5%

2%

9%

3%

4%

2%

18%

l Agree       l Disagree       l Uncertain

Pressure to lower fees

Attracting and retaining 
clients

Keeping up with new 
regulations and standards 

Work-life balance

Rising costs

Competition

Ability to adapt to changing 
client needs

Attracting and retaining 
staff

Succession planning

Keeping up with new 
technology

10 NEWS | ROUND-UP

ACCOUNTING AND BUSINESS



69% of  heads of  internal 
audit could confirm 
that their organisation’s 
whistleblowing procedures 
were effective, even though 
92% of  the organisations 
had arrangements in place. 
More than half  of  staff  
with responsibility for 
implementing whistleblowing 
procedures had no training 
in how to do so. The IIA said 
that weak whistleblowing 
procedures opened 
organisations to risks 
including accounting fraud, 
corruption, negligent safety 
practices and workplace 
bullying. More information 
at www.iia.org.uk

EU VAT REFORMS
VAT on digital sales is to be 
charged from next January 
2015 according to where 
a EU consumer is based, 
rather than where the seller 
is located, under reforms 
agreed by the EU. The 
move could lead to digital 
businesses relocating from 

low VAT countries, such 
as Luxembourg, and into 
countries where there are 
more consumers, such 
as the UK, Germany and 
France. The move is expected 
to generate hundreds of  
millions of  euro in tax 
revenues a year for these 
governments.

NEW EUROPEAN 
ALLIANCE
France and Germany have 
established a working 
group to assist with tax 
co-operation, which could 
lead to tax harmonisation. 
The initial focus will be 
on harmonisation of  
regulations on cross-border 
investments, but will move 
on to the harmonisation of  
the corporate tax bases of  
the two countries. This is 
intended to pave the way 
for an EU-wide common 
consolidated corporate 
tax base and may help to 
progress an EU financial 
transaction. 

US FIRMS THRIVING
Three-quarters of  
accountancy firms in the US 
are expanding, according 
to a survey by L Harris 
Partners. Firms were 
particularly positive about 
their consulting practices, 
technology advisory 
divisions and international 
operations. While 75% of  
firms are positive about the 
future, this is a fall from the 
level of  86% a year before. 
Concerns include regulatory 
environment, healthcare 
reform implementation, 
staff  shortages and 
competition for talent.  

PwC BUYS MOKUM
PwC has acquired Mokum, 
an IT consultancy that 
specialises in Oracle 
applications implementation, 
managed services and 
related software. The 
acquisition is a continuation 
of  PwC’s strategy to 
strengthen its technology 
expertise, embedding this 

into broader consultancy 
provision. About 160 
Mokum employees in 
London and Manchester will 
join PwC, including two as 
partners.  

IRISH BUSINESS 
DEVELOPMENT
Patrick Lane & Co has 
recently announced that 
it will now be a part of  
South Quay Group. With 
this development, South 
Quay is bringing a much 
wider range of  services 
for business in the future 
including: management 
reporting – monthly 
financial reports for 
developing businesses; 
external management 
finance – interpreting the 
results; capital procurement 
– replacing bank finance as 
a source of  funding; and 
compliance for taxes and 
regulators of  all kinds. ■

Compiled by Paul Gosling, 
journalist
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GREAT EXPECTATIONS
Anne Keogh FCCA, head of finance at The Well Water company, discusses her career 
path which has led to her most recent role, that of president at ACCA Ireland 

2014 
Elected as ACCA Ireland’s 

president. 

2007 
Becomes a non-executive director of 

Adare.

2003 
Becomes a fellow of ACCA. 

2000
Recruited by Sarah Newman and Andrew 
Collins to be part of the three-person 
NeedaHotel.com team – turnover of €1k per 
week to €100m per annum in 2006. 

1995 
Works with Peter E Lynch at Adare HQ. 
Progressed from trainee accountant to 
group financial accountant. 

1986 
Works for Michael Smurfit, at the Smurfit 
HQ. For eight years, she is encouraged, 
sponsored and supported to study ACCA. 

2000 to €100m per annum in 2006 when the business was 
sold. This phenomenal growth was indicative to me that 
success is based on strong leadership and a committed 
team. I remained with the company as managing director 
for two years after the sale. This role enabled me to develop 
other non-accounting business skills which have been 
instrumental in my career development.’

Keogh for president 
‘I wanna be president’ was a familiar mantra 
that eight-year-old Keogh used when asked what 
she wanted to be when she grew up. The irony 
is her father would regularly tell her ‘be careful 
what you wish for because it may come true,’ 
and for Keogh it did! ‘My late parents would »  

S
ince 2010, Anne Keogh has been working with The 
Well Water company in Dublin. ‘We manufacture 
next-generation water-coolers with bag-in-box water. 
We take away the hassle of hefty, plastic water bottles 

and packaging, and deliver BPA-free cardboard-packaged, 
locally sourced water, meaning lower carbon footprint. Our 
bag in box is similar to packaged wine and it means our 
boxes can be flattened and put in the recycling bin without 
bulky waste. Our systems eliminate sanitisation as they are 
100% hygienic and there is no BPA chemical risk – if you 
look at France all BPA-risk products are banned.’

In Keogh’s view, accountants are an integral part of  
an entrepreneurial team to help balance ideas, which are 
fundamental for future business success. ‘What is really 
important to me is supporting “our own”. Ireland needs 
change and needs to support start-up businesses like The 
Well Water.’

The company is the brainchild of  Kieran McKenna and 
the uniqueness of  the product and the passion which he 
brings to the company are what is needed when starting 
a new business. ‘This is what excited me and hence, why 
I came on board. Every great idea needs a market and I 
believe this product will be a worldwide phenomenon.’ 

This kind of  drive and belief  in the future of  Irish 
entrepreneurs and small businesses defines Keogh’s 
business acumen. 

People in ‘Need’
One of  the highlights of  Keogh’s business career was her 
role in the original management team for Needahotel.com. 
Former Dragon’s Den panelist Sarah Newman recruited 
Keogh to join her and Andrew Collins (subsequently 
www.123.ie and now www.prepaypower.ie), to make up the 
team. The trio joined forces in 2000 and the company was 
sold in 2006. 

‘We saw an opportunity and we were determined it would 
be a success. We grew the initial weekly turnover of  €1k in 

CV

▌▌▌‘EVERY GREAT IDEA NEEDS A MARKET 
AND I BELIEVE THAT THIS PRODUCT WILL BE 
A WORLDWIDE PHENOMENON’
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parents. ‘I get my work ethic primarily from my mum and 
dad, but also from those who influenced me throughout 
my career.’ 

There were three particular individuals who have had a 
profound, lasting influence on Keogh’s professional life. 

* Michael Smurfit – ‘He cared about the people who worked 
with him and built them up to be the best in their class. 
Although he accepted nothing less than the best, he was 
hugely humane, personally grateful, and made those he 
worked with feel valued and appreciated.’

* Peter E Lynch – ‘He had an exemplary work ethic, 
expecting his team to work extremely long hours. 
However, with his intellect and wicked sense of  humour, 
he made those long hours hugely educational and fun, 
with everyone aspiring to achieve top results, under his 
guidance.’

* Andrew Collins – ‘He had an innate ability to almost see 
into the future to see what companies needed and were 
lacking. He taught me that every product had a market 
and our task was to identify what need would have the 
greatest value in time and have the most number of  
bidders. Once identified we would go hell for leather to 
get the product ready for market and sale.’ 

be bursting with pride and happiness to have seen me 
become president of  ACCA Ireland,’ she says. 

ACCA has been shaping Keogh’s career path since she 
began her journey along the accountancy route. Keogh 
recalls the day she received her final results: ‘John Doris, 
a long-standing ACCA member, pointed out to me that 
passing the professional exams did not mean the end of  
my ACCA association. He advised me to continue to be 
involved first-hand with ACCA Ireland.’ This led to Keogh 
joining the Leinster ACCA committee, followed by a stint as 
ACCA Leinster president, involvement in the senior members 
forum, the executive committee and, finally, as president of  
ACCA Ireland, a position she was appointed to in March.

‘Every ACCA member should get involved for at least one 
year to understand how strong the ACCA brand is. ACCA 
has pushed me to step up to the plate and has informally 
introduced me to professional mentors thus allowing me to 
access a vast network of  high-level achievers. It makes me 
truly proud to be a part of  this growing global organisation.’

The key goals I want to achieve during my tenure as ACCA 
president are as follows:

* membership base expansion – involve current ACCA 
members in growing the membership base 

* new talent on ACCA regional panels – inject ‘fresh’, 
dynamic people into already vibrant committees 

* mentoring programme – set up a formal mentoring 
strategy for new members.

‘Mentoring has been ongoing informally within ACCA 
Ireland. I want to implement a formal, structured mentoring 
programme, which will, in turn, be an incentive for new 
members to join. 

‘It is proven that a structured mentoring programme 
enhances strategies, business initiatives, and professional 
development. I want ACCA Ireland to create a mentoring 
culture which continuously promotes individual growth 
and development. This is a great opportunity to ingrain a 
mentoring culture into ACCA and establish links between 
members with industry experts and unlock their valuable 
knowledge and information. Mentoring has played such 
a formative role in my education and development that it 
behoves me to have it formalised into the ACCA culture.’

All the president’s men
Keogh credits her achievements to what she has learned 
from others. Her energy and determination come from her 

▌▌▌‘IT IS PROVEN THAT A 
STRUCTURED MENTORING 
PROGRAMME ENHANCES 
STRATEGIES, BUSINESS INITIATIVES, 
AND PROFESSIONAL DEVELOPMENT’

 ‘TREAT BUSINESS 
– AND LIFE – AS 
A SERIES OF 
EXPERIMENTS, 

MANY OF WHICH YOU 
WILL ENJOY AS FUN AND 
TRANSFORMATIVE, AND ALL 
OF WHICH YOU WILL LEARN 
FROM’ ETAIN DOYLE FCCA
 
 
‘A GIRL SHOULD BE TWO 
THINGS: CLASSY AND 
FABULOUS’ COCO CHANEL
 
 
‘NOW, GET OUT THERE 
AND KICK ASS!’ STELLA 
McCARTNEY
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She sums it up by saying: ‘All of  these men have helped 
to mould me, in their own unique way, into the business 
person I am today.’

Keogh’s family and friends are the backbone of  her 
personal life. In 1999, she married John O’Brien – ‘we have 
achieved my career goals together, I attribute my success 
to his phenomenal support’ – and in 2009, they welcomed 
their son Jackson. Her dedicated husband – ‘his successful 
solicitor career masks the “wannabe” rockstar inside,’ 
her two loyal sisters, her four-year-old ‘bundle of  energy’, 
and her group of  loyal and trusted friends, all ‘diamonds 
– bright, beautiful, valuable, and always in style!’ As for 
Keogh, the amalgamation of  her work life with her home life 

can best be seen during her famous ‘Sunday lunches’. These 
gatherings are an eclectic mix of  characters from all walks 
of  life. Amid Keogh’s hospitality, the group ‘brainstorming’ 
commences and ‘last week’s problems are solved’. 

When time allows, Keogh is also a keen surfer and 
fitness enthusiast. ‘Being a working mum has given me a 
new appreciation, understanding and admiration of  the 
challenges that mothers in business have today.’ It is evident 
that Keogh embraces every challenge that comes her way 
and the ACCA presidency will be another proud string to add 
to her accountant’s bow. ■

Shauna Rahman, editor, AB.IE
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EXAMINERSHIP-LITE
A faster and cheaper system of examinership was established at the end of 2013, but has 
the Irish government over-hyped its potential for saving small firms and their workers’ jobs?

the growth and job creation we so badly need.’ A business 
rescue system that is cheaper will enable more companies 
to survive and more jobs to be saved, said the minister.

However, only some insolvent companies can take 
advantage of  the new arrangements. It is restricted to those 
whose balance sheets do not exceed €4.4m, with turnover 
of  no more than €8.8m and whose average number of  
employees in that year is 50 or fewer. These companies will 
be able to take a request for examinership to the Circuit 
Court, instead of  the High Court. 

For the purpose of  these cases, the Circuit Court will have 
the same powers as the High Court, without requiring the more 
expensive representation of  barristers. Cases can be heard by 
a local Circuit Court, avoiding the costs of  hearings in Dublin.

Luke Charleton, restructuring partner at EY, believes the 
new arrangements are a positive step. ‘It should make it 

P
ressure is likely to grow for an even simpler and 
more comprehensive form of cutting insolvent 
companies’ liabilities.

Putting forward the measures constituting what 
has been called ‘examinership-lite’, the jobs, enterprise 
and innovation minister Richard Bruton spelled out what 
he believes they can achieve. ‘There are 200,000 small 
businesses in Ireland employing over 650,000 people, over 
a third of  our total workforce,’ he explained. ‘Many of  these 
businesses have great growth potential, but face legacy debt 
problems after the crisis, due in some cases to property 
investments, in others to trading difficulties, in others to 
unsustainable rents.  

‘We believe that, if  we can create a mechanism for them 
to deal with these legacy problems, we can not only save 
large numbers of  jobs, but also unlock the potential for 
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EXAMINERSHIP-LITE cheaper and easier for businesses 
to restructure debts, which should 
involve meaningful dialogue 
and information exchange with 
business lenders,’ he says. ‘This 
will mean that more businesses 
can survive their current difficulties 
and start to grow, meaning that 
more jobs will be saved and more 
jobs will be created in this hugely 
important part of  the economy. Our 
entrepreneurs are the life blood of  
our economy and this legislation will 
give small firms an opportunity to 
survive current difficulties and focus 
on growth and the sustainability 
needed to create jobs.’

Warren Baxter, director of  corporate finance at Deloitte, 
is also positive: ‘Before these changes, it is fair to say that, 
while examinership has proved effective at restructuring large 
companies that have run into trouble, such as Eircom or B&Q, 
it has not been able to help many SMEs in need of  help.

‘This can be seen by the fact that only 21 companies 
entered examinership last year, compared to 1,342 
companies that went into either liquidation or receivership.  
In other words, for every company that was able to use the 
examinership recovery mechanism, over 60 other companies 
could not.

‘The new changes should help address this and the 
initial signs look good. Examinership works particularly 

well for struggling companies tied into unsustainable 
property leases, with upward-only rent reviews. The fact 
that the examiner can repudiate such leases enables him to 
renegotiate such leases down to reasonable market levels. 
This often delivers very significant savings for companies, 
enabling them to survive and thrive into the future. The more 
companies that can be saved through these changes the 
better and so I very much welcome them.’

David Van Dessel FCCA of  Kavanagh Fennell describes 
himself  as a ‘fan’ of  the new examinership rules. ‘This 
legislation is long overdue,’ he says.  ‘We have no shortage 
of  companies that can avail themselves of  this. We have 
yet to see the procedure used. I think it would have great 
potential. However, the overall insolvency numbers are falling 
– they went down 20% in 2013 on 2012 – but there is still a 
very high rate of  incidence, compared to historic data.’

Despite this, Van Dessel warns that the new rules are 

no panacea. ‘The danger of  “examinership-lite” is that 
companies that are too weak for the process go into it,’ he 
says. ‘There will be a judgment call and a difficult one. It 
won’t suit every single [insolvent] small company. We don’t 
know how many can be saved.’ 

The practical limitation, Van Dessel argues, is the issue 
of  how much private capital is willing to go into high-risk 
SMEs that are at present insolvent, but have the potential 
to be successful. ‘If  it is anything like our property market, 
then companies will be queueing up. I am not so sure that 
capital will be keen to invest in the SME sector.’

Declan McDonald, a restructuring and insolvency partner 
with PwC, shares these concerns, pointing out that the 

shortage of  investment capital has 
been more of  a barrier to business 
restructuring than the cost of  the 
associated professional fees. He 
wonders if  the new rules will have 
their desired effect. ‘There is some 
scepticism within the accounting and 
legal professions as to whether the 

new legislation will prove effective from a cost perspective 
and whether Circuit Courts have the ability to handle 
examinership cases,’ he says.

The Hughes Blake firm calculates that nearly 2,700 jobs 
were saved last year through the pre-existing examinership 
process, but it points out that the majority of  these 
protected jobs were in large companies. ‘We believe it is 
a major step forward for the process in providing greater 
accessibility in regional locations for a basic restructuring 
tool for SMEs,’ says Neil Hughes, the firm’s managing 
partner. ‘In the US, the Chapter 11 process is administered 
in the local county courthouse system, which means almost 
25% of  insolvent businesses there undergo restructuring. 
In Ireland, currently the figure is only just over 1%. Taking 
into account a reduction in complex legal issues for more 
straightforward cases, we believe costs of  examinership 
should also fall dramatically.’ » 

* The company has a reasonable prospect of  survival.

* Ideally, the company has investors ready to proceed with an immediate 
injection of  capital.

* The company has sufficient working capital to cover the period of  
examinership.

* There are sufficient assets in the company to cover the costs involved in the 
examinership. 

* Creditors must agree a Scheme of  Arrangement, which usually involves 
accepting a percentage of  the debt.

* Scheme of  Arrangement must be approved by the court. 

Source:  Kavanagh Fennell 

CRITERIA FOR SUCCESSFUL EXAMINERSHIP

▌▌▌‘FOR EVERY COMPANY THAT WAS ABLE TO 
USE THE EXAMINERSHIP RECOVERY MECHANISM, 
OVER 60 OTHER COMPANIES COULD NOT’
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stretched cashflow.’
For many retailers, McDonald points out, it is upward-only 

rent reviews that will drive them into the examinership process.
This is exactly why Retail Excellence Ireland (REI) lobbied 

the government for a simpler system of  examinership, 
providing retailers with a way out of  unaffordable, upward-
only, rent increases agreed during the boom. But REI is 
disappointed with the ‘examinership-lite’ system. 

Chief  executive David Fitzsimons argues that saving 30% 
from a system that costs €80,000 leaves it still too expensive 
for the vast majority of  small companies in financial 
difficulties. ‘If  retailers had that sort of  money they would not 
be going into examinership in the first place,’ he explains. 

Moreover, there is no assurance under the new system that 
applications will not become subject to costly legal disputes 
involving senior counsel, it still involves the engagement of  
expensive examiners and valuers, nor does it provide a way 
out of  unaffordable leases that have personal guarantees 
attached to them. 

‘This – ‘examinership-lite’ – is not as simple as we would 
like,’ he says. ‘It doesn’t do what we hoped it would do, which 
is to provide a cost-effective process.’

We are unlikely, it seems, to have heard the last word on 
the examinership system. ■

Paul Gosling, journalist

However, Hughes is another sceptic 
about the impact of  ‘examinership-
lite’. ‘This depends on the level of  
take-up by local practitioners for the 
process,’ he suggests. 

‘In 2013, 832 SME jobs were 
saved through the process across 
the country. If  we had the same 
take-up as the US has experienced 
with its Chapter 11 process in recent 
years, 25 times as many companies 
could be saved from liquidation. In 
that scenario, the economy could be 
absolutely transformed with perhaps 
over 20,000 jobs saved each year.

‘The biggest challenge now for 
the process in the Circuit Court is 
the fact that a set of  rules for how 
the process will work is not yet even in 
draft form. It is critical now that the courts service move swiftly 
to implement the clear intent of  the legislature to ensure SMEs 
can access this process as soon as possible in 2014.’

PwC’s McDonald adds his own warning. ‘Many small 
businesses are over-leveraged with too much debt and one of  
the main challenges for banks is to restructure SME portfolios 
and put their customers on a sustainable footing,’ he argues. 
‘Attempts by small businesses to deal with debt through 
Circuit Court examinership without the consent of  the lender 
are likely to be challenged and to result in strongly contested 
and costly cases.’

Consequently, McDonald warns against over-optimism 
about the results of  the changes. ‘These days it is not unusual 
for a company to enter examinership without an exit plan, or 
at least the prospect of  an investment to fund a scheme of  
arrangement,’ he says. ‘Funds are required to pay creditor 
dividends and these can be sizable; landlord damages, 
for example, may result in large claims and can lead to 
a significant cash requirement even where the dividend 
percentage is low.

‘In the normal course of  events dividend payments at the 
end of  the examinership settle legacy creditor overhang and 
enable the restructured business to trade into the future in a 
sustainable manner.  Some schemes of  arrangement allow 
for deferred or staged payments over a period of  time, but 
these are not ideal because they put pressure on an already 

The Companies (Miscellaneous 
Provisions) Act 2013 was stripped out 
of  a more comprehensive Companies 
Bill that is still being considered and is 
expected to be enacted this year. The 
Companies (Miscellaneous Provisions) 
Act introduced five changes to the law:

* the creation of  a form of  
‘examinership-lite’

* introduction of  a levy on audit firms 
to be imposed by the Irish Auditing 
and Accounting Supervisory 
Authority to meet the costs of  
conducting quality assurance 

inspections previously undertaken 
by recognised accountancy bodies, 
including ACCA.  

* extension of  the system of  
investigations and penalties to some 
third-country auditors that conduct 
audits of  Irish listed companies. 

* accounts filed electronically no 
longer have to be followed by hard 
copies.

* statutory regulators permitted to 
disclose information on offences 
under the Companies Act to the 
director of  corporate enforcement.

LEGISLATION CHANGES
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NEW RECRUITS
Although the last five to six years have been economically turbulent in Ireland, 
companies should see them as a learning curve for the future, writes Natasha Bevan

while the volume of  vacancies within the SOX compliance 
and financial analysis areas has increased significantly. IDA 
firms now have over 160,000 employees – the highest level 
on record. 

An exciting part of  this is the 18% rise in first-time 
investors to Ireland. Leading investments secured during the 
year included Deutsche Bank, eBay and Facebook. First-
time investments were secured from corporations across 
the sectors including from Qualcomm and Tripadvisor, and 
there was also a strong presence of  emerging fast-growth 
companies in the investment wins in 2013. ■

Natasha Bevan is principal team lead at Careers Register, 
CPL Group, Dublin www.careers-register.com

I
rish companies are hiring again – and not just those 
that rely on exports, but Irish firms that operate 100% 
in the domestic market. An undercurrent of confidence 
has led to the single biggest change in the last 12 

months. A marked increase has been identified in the 
interim financial controller/finance manager roles serving 
the domestic market.

Some 73% of  respondents to PwC’s CEO Pulse Survey, 
which featured 225 of  Ireland’s most prominent CEOs, listed 
‘Cultivating and sustaining a skilled workforce over the next 
three years’ as a key priority. The main area of  growth has 
been in contract and temporary positions with the majority 
of  these roles being extended or made permanent.The area 
of  internal audit/ risk and compliance is also doing well 
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A prudent suggestion
IFRS may not be perfect but they are a great deal better than an EU GAAP with investors’ 
needs playing second fiddle to politicians reacting to events, says Jane Fuller

For months it seems that the only 
news that has emerged about the 
International Accounting Standards 
Board (IASB) has been bad news.

Its review of  the Conceptual 
Framework, which guides the setting 
of  International Financial Reporting 
Standards, has stirred up a host  
of  calls for change motivated by 
criticism of  IFRS. 

The critics say ‘prudence’ should be 
reinstated as a fundamental accounting 
concept. They sometimes support this 
view with two other charges: that fair 
value, or mark-to-market, accounting 
is imprudent; and that a ‘true and fair’ 
override, or a provision for ‘substance 
over form’, is missing.

To make things worse, these 
challenges have coincided with the 
IFRS Foundation, the governing body, 
being found wanting because of  some 
sloppy filing to the UK’s Companies 
House. Meanwhile, EU MEPs’ hostility 
to IFRS has been exacerbated by 
allegations that Mazars and the 
Institute of  Chartered Accountants 
in England and Wales, which were 
appointed to review the cost-benefits 
of  IFRS, had conflicts of  interest. Their 
contract has been terminated. Both 
ICAEW and Mazars have rejected the 
suggestion that their independence 
would be compromised.

But according to Sharon Bowles, 
chair of  the European Parliament’s 
Econ Committee, and her deputy, 
you cannot be independent on these 
matters if  you think IFRS are a good 
thing. This is a bad thing for those of  
us who believe in global standards set 
by an independent body that puts the 
needs of  investors first. 

So how can the IASB turn it round? 
First, through a compromise over 

‘prudence’ that a) captures the need to 
exercise caution in making judgments 
in conditions of  uncertainty; and b) 
accepts that ‘faithful representation’ 
means depicting the substance of  
the economic phenomena being 
reported. Neither of  these points has 
been dropped by the IASB in practice, 

rather than prudence. I chair CFA 
UK’s financial reporting and analysis 
committee, and it has consistently 
advocated neutrality in accounting.

Second, by reminding people that 
the standards are designed to tackle 
abuse. For example, the revenue 
recognition standard will help prevent 
sales being recognised too early; 
putting leases on the balance sheet will 
make serious liabilities transparent; 
and switching to an expected 
loss model for loans will counter 
overstatement of  initial profits. 

Third, by getting some facts into the 
fair value debate. The IASB has restated 
its support for a hybrid approach – cost 
and fair value – to measurement in the 
framework discussion paper. Outside 
investment banking, the greatest cause 
of  crisis-related losses has been cost-
accounted loans, especially property 
loans. Inside investment banking, 
derivatives, which cost nothing, have to 
be valued – how else would you do that 
other than by fair value?

IFRSs are not perfect, but those 
who have seized on the confluence of  
bad news to knock the global project 
should be careful what they wish for. 
Would they really prefer EU generally 
accepted accounting principles (GAAP), 
set by a body that would subordinate 
the needs of  investors to political 
pressure? Do they really believe that 
a return to national GAAP, even if  set 
by technocrats, would be preferable to 
global standards?

And have users of  accounts looked 
in the mirror on these issues? They 
should be aware of  the limitations 
of  apparently precise numbers that 
are actually estimates, and of  the 
ephemeral nature of  many valuations. 

Prudence is a human characteristic, 
and accounting numbers – and other 
information used in allocating capital – 
are the raw material for our decisions. ■

Jane Fuller is former financial  
editor of the Financial Times and  
co-director of the Centre for the Study 
of Financial Innovation think-tank

so why not spell them out in the 
Conceptual Framework?

The word ‘prudence’, which some 
take to mean a conservative bias, 
should not be reinstated. That was the 
message of  a survey by CFA Society 
of  the UK, with respondents voting 
2:1 in favour of  faithful representation 
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Take the risk: it’s time to spend
John Ihle outlines the reasons why ordinary Irish consumers need to err on the side 
of risk, rather than caution, when it comes to making new investments

For a country deeply affected by years 
of economic hardship, Ireland is in 
a surprisingly good mood. You won’t 
necessarily see a dramatic change 
in national economic data – such 
as gross domestic product (GDP) 
growth – anytime soon, but consumer 
sentiment is higher today than it has 
been since May 2007, when the 
Irish stock market reached 
its all-time peak. That 
means ordinary people are 
optimistic about the future.

But there is one 
important thing ordinary 
people are not doing: 

having an open heart but a tight fist. 
Many economists and investment 
experts see sentiment as a negative 
indicator. Warren Buffett summed this 
up in perhaps his most famous quote: 
‘Be fearful when others are greedy 
and greedy when others are fearful.’ 
The time of  maximum danger is when 
you are feeling like nothing bad can 
happen. In other words, May 2007. 

The sentiment paradox works both 
ways, though. When Ireland was at its 
gloomiest, opportunity was everywhere. 
Michael Hasenstab understood that. 
It’s why his Templeton Bond Fund 
became the biggest buyer of  Irish 
sovereign debt in July 2011. Wilbur 
Ross knew it, too. It’s why he was 
willing to join a consortium of  foreign 
investors to back Bank of  Ireland 
the same month. Both investments 
turned out to be epic trades; they will 
be discussed and envied for years to 
come. It is not a coincidence that the 
biggest winners after the crash were 
disinterested outsiders.

The lesson, on both the upside 
and the downside, is not to follow 
your feelings in the market. Instead, 
follow what you know. Investors who 
felt quantitative easing was the wrong 
policy for the US Federal Reserve in 
2009 missed an entirely predictable 
– and now record-breaking – rally 
in stocks. People who disbelieved 
European Central Bank president, 
Mario Draghi’s pledge in 2012 to do 
‘whatever it takes’ to save the euro 
– gold buyers come to mind – paid 
a massive opportunity cost as the 
market moved against them.

It may not be right in a moral 
sense that Draghi or the US 
economist, Ben Bernanke, or even 
Michael Noonan, can bend reality 
to a certain ‘wrong’ outcome, but it 
does matter. Knowing the difference 
between is and ought has never 

been more important. ■
John Ihle is a financial 
journalist based in Dublin. 
Email jonmihle@gmail.com

spending money. Despite feeling 
generally better about the way things 
are going, the Irish consumer remains 
extremely cautious. We are delighted 
the worst is over, but we are just not 
convinced the best is yet to come. This 
risk aversion may be a rational reaction 
to the extreme uncertainty caused by 
the financial crisis, but it also impedes 

the recovery of  the domestic 
economy. If  only consumers 
would open their wallets a little 
bit, reality and sentiment might 
converge. 

On the other hand, there 
could be great wisdom in 

21JOHN IHLE | COMMENT

ACCOUNTING AND BUSINESS

mailto:jonmihle@gmail.com


Seize the day
Integrated reporting could be as big for the profession as IFRS, and that means CFOs 
must show leadership and take the initiative, says ACCA president Martin Turner

ACCA recently released the findings of a new research report 
Understanding investors: the changing corporate perspective, 
which looked at the future of financial reporting.

The study showed that CFOs and business leaders saw 
the benefits of  integrated reporting but were hesitant 
about adopting it, with the majority taking a wait-
and-see approach. It looks like they want to see 
who makes the first move – despite the fact that 
earlier research by ACCA showed that 93% of  the 
investor community supported the concept.

Given this overwhelming support from 
the investor community it is critical that 
the integrated reporting emphasis changes.  
Integrated reporting is here to stay. There isn’t 
an option for businesses to decide not to do it 
because it might go away. 

And, given that it is the future, if  the CFO or 
FD does not take the lead then someone else in 
the organisation will. Many more CFOs and FDs 
must demonstrate leadership here. While 40% are 
taking steps to introduce integrated reporting in 
the next few years, most show no firm intention or 
clarity about the approach they will take.

Integrated reporting may be in its infancy but 
it could be the most significant issue to hit our 
profession since International Financial Reporting 
Standards. As with IFRS, the bottom line is about making 
it easier for investors and stakeholders to access the 
information they need about organisations they have an 
interest in and so make informed decisions more readily.

ACCA has already recognised the significance of  integrated 
reporting. Our students will be the first in the accountancy 
profession to be examined on the subject when it is introduced 
into the ACCA Qualification from December 2014.

When we launched this initiative, we said: ‘This is an area 
where ACCA members can show their leadership for the 
future, at the heart of  long-term value creation for 
their organisations.’

So that is the challenge and the 
obligation. We need to demonstrate 
leadership in this area, create long-
term value and ditch the wait-
and-see attitude which may cost 
organisations financially and 
reputationally in the future. ■

Martin Turner FCCA is a 
management consultant in 
the UK health sector

The Understanding 
investors report is at 
www.accaglobal.com/
reporting
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My current role 
involves assessing 
SME business credit 
applications across 
a variety of business 
sectors and to ensure 
the appropriate credit 
quality standards 
are maintained 
while facilitating 
the growth and 
development of the 
lending business. The 
identification of  key 
risks and mitigation 
of  these risks in an 
effective manner, in 
order to optimally protect the bank’s 
risk assets, is a core aspect of  the role. 
I am also required to display sound 
credit judgment, exercise technical 
ability and effectively communicate 
and display empathy in the delivery of  
credit decisions. 

As a credit manager I need to 
understand every material aspect 
of the businesses to which we 
provide facilities. As in every aspect 
of  business, risk is greatest when 
knowledge is lowest. Every deal should 
have the downside risk as thoroughly 
examined as the upside potential. Most 
importantly, the effectiveness of  the 
management team is paramount as it 
is ultimately this element that will pull 
you through in a downturn. 

At Bank of Ireland, we are continuing 
to make significant progress in 
delivering on our strategic priorities. 
We have transformed our balance sheet 
and funding position and have a robust 
capital position. We have repaid and 
rewarded the Irish state’s investment  
in our business and we are moving 

‘ THE AGE-OLD MANTRA “CASH IS KING” RINGS 
TRUE. VIABILITY IS DETERMINED BY CASHFLOW’  
ALAN MCGONIGLE FCCA, CREDIT MANAGER, 
BANK OF IRELAND (UK), AND CHAIRMAN OF  
ACCA ULSTER MEMBERS’ NETWORK

closer to profitability, 
taking positive action  
to increase our 
operating income whilst 
actively managing our 
credit risk. 

Business confidence 
is key to driving the 
economy forward in 
Northern Ireland. We 
need to focus and 
invest in our strong 
customer franchises in 
order to fuel business 
growth. We want to 
provide our business 

customers with the products and 
services they need, on a commercially 
sensible basis.

The age-old mantra ‘cash is king’ rings 
true as the viability of any business is 
ultimately determined by the strength 
of its underlying cashflow and its 
capacity to generate cash profits 
from trading to meet ongoing cash 
commitments. Fully understanding the 
quality, sustainability and adequacy 
of  earnings before interest, taxes, 
depreciation and amortisation (EBITDA) 
is key to understanding the dynamics 
of  a business. This is one of  the most 
important lessons I have grasped in my 
career to date.

In my spare time I enjoy reading. 
Having lived in Edinburgh for 10 years, 
I really enjoy Ian Rankin’s Inspector 
Rebus novels, which are set mainly 
in the heart of the city, as it reminds 
me of the many good times I enjoyed 
there. I am looking forward to travelling 
to Portugal with my wife and two kids 
this year – guaranteed sunshine, great 
food, great beaches and great golf! ■

SNAPSHOT:
ENERGY 
RESOURCES

The European Commission 
has recently unveiled a new 
climate change package, 
which removes the obligation 
on member states to reach 
specific renewable energy 
targets by 2030.

The new legislation 
withdraws obligatory targets 
on how much energy countries 
should derive from renewable 
sources. Instead, a binding 
renewable target of  27% has 
been proposed for the EU 
as a whole, but no specific 
targets for member states. 
Ireland was one of  eight 
countries, including Germany 
and France, that wrote to the 
EU commissioners for climate 
change and energy early this 
year, calling for the inclusion 
of  renewable targets in the 
2030 framework.

Renewable energy is seen 
as beneficial for business 
growth opportunities. GE 
Energy Financial Services 
has announced its first equity 
investment in Ireland’s wind 
power market by acquiring 
two wind farm construction 
projects from Element Power. 

‘The combination of  
Ireland’s strong wind 
resources with a stable 
regulatory regime and well-
structured feed-in tariff  for 
wind energy present attractive 
opportunities for us,’ says 
Andrew Marsden, MD, GE 
Energy Financial Services. 

The view from
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Selling a business
A sign of the welcome recovery in the country’s economy is the increase in  
corporate transactions in the buying and selling of businesses

to, retirement of  owner shareholders; 
the failure to identify appropriate 
future management talent within 
the organisation; the need to raise 
funds to develop the existing or new 
business; to encourage and reward key 
employees; or a breakdown in relations 
between existing shareholders.

Whatever the reasons and motives, 
a professionally managed and carefully 
thought-out sale process will have a 
more successful outcome than one that 
is haphazardly entered into.

Selling a business can be a long, 
complex and arduous process. It is 
important that businesses in Ireland 
have vendors who have experienced 
advisers, who can add value to the 
process, in both quantitative and 
qualitative terms.

One of  the key areas where an 
adviser can help, is helping to ‘groom’ 

In recent years a number of 
transactions have been as a result of 
insolvency procedures. However, we are 
now seeing a discernible increase in 
the number of transactions as a result 
of trade sales, MBOs, MBIs and so on. 

Early indicators would suggest that 
we are going to see the Irish mergers 
and acquisitions (M&A) market grow 
significantly in terms of  value and 
volume, as stability and confidence 
return to the country’s finances.

At this early stage of  national 
recovery, it is a good time for those 
with one eye on selling their business 
to consider the process and put in 
place the strategy and measures to 
achieve a successful outcome in line 
with their personal goals.

There are a number of  reasons why 
shareholders may wish to sell their 
business – including, but not limited 

the business. The first, and in many 
ways the most important, is preparing 
a company for sale. 

Anyone thinking of  selling their 
company should consider the following 
when assessing whether it is ready to 
be marketed:
1 Do you have a strong market 

position?
2 Does the business have a strong 

management team (excluding 
vendors)?

3 Is the company heavily reliant on 
the vendor’s personal goodwill?

4 Does the company have a broad 
customer base (not reliant on a 
small number of  customers)?

5 Are sales figures not distorted by 
large one-off  sales?

6 Does the company have a history 
of  profit growth (between three and 
five years)?
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7 Are current trading results 
improving on previous years?

8 Do the company’s pre-tax profits 
and sales margins exceed industry 
average?

9 Does the business have scalability?
10 Are financial accountants and 

company filings up to date?
11 Does the company have a simple 

share structure?
Depending on the answers to these 

questions it may be that the company 
is not in a position to be sold now 
and medium-term action is required 
to enhance the value proposition. 
Alternatively, the company may  
be highly saleable, however the 
likelihood is that the company  
will have grooming issues that  
need addressing.

A good adviser will undertake a 
detailed review of  the business and  
its operations looking at both the 
macro and micro environments in 
order to identify specific issues and 
to then help address those issues. 
This preparation for sale or grooming 
may involve financial restructuring; 
demonstrating growth potential; 
highlighting synergies and other 
qualitative benefits for potential 
purchasers; assessing capital 
expenditure requirements;  
and preparing indicative valuations  
of  the business based on  
maintainable earnings. 

Key advice will be in the form of  tax 
planning and structuring to ensure  
that the sale transaction is tax 
effective. This may involve detailed 
planning and restructuring during the 
grooming period.

Driving the sale process 
Whilst it may sound obvious, the more 
attractive the business is from an 
investment perspective, the easier it 
will be to develop competitive tensions 
amongst competing parties leading to 
a higher price.

Generally speaking, at the outset a 
marketing document, generally referred 
to as an information memorandum, 
is prepared. This document is an 
introduction to the company, its 
products, its markets, facilities, and its 
financial performance. Fundamentally, 
the information document should show 
the scalability of  the business and 
the broad benefits that this potential 
investment may yield.

It is important then to identify 
and target potential buyers. Potential 
purchasers can be sourced from 
trade competitors, MBOs, MBIs, 
private equity firms, private individual 
investors, or even by way of  an 
initial public offering (IPO). However, 
experience has shown that owners 
who are managing the sale process 
themselves tend to look at their 
immediate competitive environment, 
focusing on a small number of  
potential purchasers. 

Professional advisers who bring a 
more structured and target approach 
based on experience, knowledge of  
the market place and a known investor 
base in many cases are the appropriate 
people to lead the sales and marketing 
effort. The advisers will identify a 
broad range of  potential purchasers, 
in many cases unknown to the current 

management, before narrowing the 
field down and contacting them. 

A scattergun approach of  widely 
circulating the memorandum may 
bring notice of  the potential sale 
of  the business to a wide variety of  
potential parties, but it could also be 
commercially damaging.

The advisers will manage the 
process by asking potential purchasers 
to confirm interest before entering 
into broad discussion with a small 
number of  parties to ascertain the 
level of  interest, the motivations for 
their interest, and the financial level 
of  their interest, before narrowing the 
field further. 

A small number of  interested parties 
will then enter into detailed negotiations, 
which may include limited due diligence 
and site visits. This will hopefully lead 
to developing the competitive tension 
required to maximise the sales price and 
will result in the parties entering into a 
period of  exclusivity.

A key advantage of  allowing the 
professional advisers to manage the 
process is that it allows the owner 
manager to continue to run their 
business successfully during the  
sales process. The sales process can 
be a lengthy one with management 

getting distracted by it. If  one  
loses focus on the day-to-day 
operations, it may have a significant 
impact on the bottom line of  the 
business and ultimately affect the 
consideration achieved.

A professional adviser can also 
act as a buffer between vendor and 
purchaser. This is important where 
personal relationships may be involved 
such as in an MBO. It helps ensure 
that such personal relationships  
are not affected by commercial 
decisions, nor indeed are commercial 
decisions hindered by personal 
relationships. 

Bringing clarity 
An experienced professional adviser 
can help bring clarity to the decision 
making process. In some cases the 
vendor may be tempted to accept the 

highest bid, without considering other 
issues such as the ability of  the bidder 
to complete, and timing and structure 
of  the payment of  consideration may 
not be considered. An experienced 
adviser will also be able to give 
guidance on any issues that arise 
during the negotiation process and in 
particular advise on issues that may 
result in warranties and indemnities. 
Indeed, the experienced adviser may 
be able to head these off  at the pass 
during the grooming phase.

It is important that the advisers 
ensure that the representations and 
warranties and indemnities, given 
as part of  the purchase and sales 
agreement, are worded in a way  
that fairly shares the risks involved  
and does not unfairly prejudice  
either party.

In summary, in order to achieve the 
best price possible when selling  
a business, it is important to assemble 
an experienced team. This will allow  
you to prepare a company for sale as 
early as possible and give yourself   
the best chance to achieve a fair  
sales price. ■

Tom Murray FCCA is a partner with 
Friel Stafford, Dublin
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Corporate insurance progammes
Insurance companies’ fortunes are dependent on the financial realities facing the 
corporate buyer, writes Tony Collins

address and analyse the risks that face 
or may face their particular business 
–  no two businesses are necessarily 
the same.

The classic approach to addressing  
risk is to go through the following 
steps:

* identify

* analyse

* mitigate

* retain

* transfer, as appropriate. 
Insurance purchase deals with risks  
that can be transferred and are broadly 
categorised between those where the 
loss or damage can be measured (for 
example, building or stock losses) 
and those that cannot be measured 
(such as legal liabilities, which would 
include employers’, public, product or 
professional liabilities).

Insurance arrangment review
The following are just a few points 
for consideration in any revision of  
insurance arrangements:

* The indemnity period for business 
interruption insurance that is 
arranged  in most policies  is 
usually too short. The default option 
on most business interruption 
policies is 12 months, which can 
be too short a time period for some 

The vast majority of corporate 
insurance buyers are in the SME 
sector, which is more or less an 
accurate reflection of the Irish 
corporate landscape. The business 
climate for the past half decade and 
into the immediate future has been 
and remains difficult.

Insurance companies have reacted 
to this business reality by changing 
the way they present their services 
(or products as they prefer to call 
insurance policies), by selling online 
and through brokers with pre-
packaged insurance programmes for 
the SME sector. These innovations 
are attractive because they include 
a range of  insurance policies in one 
package, which are those that are the 
most commonly required in any basic 
insurance programme for the vast 
majority of  businesses. This almost 
guarantees that the basics for most 
businesses are covered.

By presenting their services in this 
way, insurance companies have been 
able to offer keen pricing and an all-in-
one ready-made package to simplify 
the buying process, which is good news 
for the buyer. 

This ease of  purchase should not, 
however, remove the desirability for 
any management acting prudently to 

businesses, particularly seasonal 
ones. The period chosen should be 
long enough to enable the business 
to return to earning the same rate 
of  gross profit that it enjoyed before 
the loss.

* Staying with business interruption 
insurance, the sum that is insured 
for gross profit is regularly 
understated because the meaning 
of  ‘gross profit’ for insurance 
purposes is different compared with 
‘gross profit’  as it appears in the 
audited accounts of  the business.   

* Management liability in dealing 
with employment law and directors’ 
responsibilities is frequently not 
purchased by the SME sector and 
should be seriously considered.

* The potential cost of  catastrophic 
personal injuries is not appreciated. 
Settlements in excess of  €10m have 
been made in a number of  serious 
personal injury cases in the past 
number of  years, so this potential 
risk cannot be prudently ignored.  
Higher employers’ and public 
liability limits should be considered.

Protecting the assets of  a business 
against physical loss and possible 
legal actions is complicated 
notwithstanding the presentation by 
insurance companies of  their services. 
Professional assistance is advisable 
and available. ■

Tony Collins is director of client 
services at Glennon Insurance Brokers 
and Consultants, Dublin  
www.glennons.ie

▌▌▌ANALYSE THE RISKS THAT FACE OR MAY 
FACE THE PARTICULAR BUSINESS –  NO TWO 
BUSINESSES ARE NECESSARILY THE SAME
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Renewable energy in business
An increasing number of businesses are looking to renewable energy for sustainability 
and to flag up their environmental responsibility, writes Ronan MacNioclais, PwC

elements of  their business processes, 
such as food miles, carbon labelling 
and recycling initiatives. 

The cost of  being ‘green’ is 
falling, as evidenced by significant 
reductions in profit margins of  solar 
panel manufacturers in recent years 
as Chinese competitors entered 
and began to dominate the market. 
Wind turbines are also available at 
lower costs. These lower costs may 

present opportunities for smaller Irish 
businesses to invest in renewable 
energy generation technology, both on-
site and off-site. 

There is also a political focus 
on increasing the cost of  not being 
‘green’. At EU level, the Emissions 
Trading Scheme seeks to regulate the 
overall level of  emissions and imposes 

Why are businesses such as Glanbia, 
Google and IKEA investing in 
renewable energy projects? These 
are consumer-facing, non-energy 
companies. So, on the face of it, 
it may seem strange to commit 
significant resources to a non-core 
business activity. 

The renewables sector is highly 
structured, and successful investments 
rely on several fundamental legal 
relationships to be created and 
maintained – for example, power 
purchase agreements, land leases and 
grid connection costs.

The financial viability of  investments 
in the renewables sector is also 
generally dependent on the availability 
of  government support. Despite this, 
investments by non-energy companies 
in renewables reflect the reality that 
consumers are increasingly influenced 
by the perceived impacts of  climate 
change. Their behaviour has changed 
to reflect a preference for goods 
and services that are demonstrably 
‘greener’ than an alternative. 
Accordingly, businesses relying 
on renewable energy sources can 
demonstrate that sustainability and 
environmental responsibility are firmly 
embodied in the business.

Larger companies are also 
specifically required to discuss their 
ecological and social impact in their 
annual reports, which naturally 
generates a greater focus on this area 
of  the business. In addition to this, 
many large companies acknowledge 
that they are significant users of  
energy in their own right. Accordingly, 
they may see an investment in 
renewables as a way to ensure supply, 
and also as a mechanism to hedge 
price fluctuations by interacting with 
the national grid at similar prices 
subject to similar market conditions.

Cost-effectiveness of   
being ‘green’
Irish businesses are responding to 
the change in consumer behaviour by 
focusing more spend on the ‘green’ 

▌▌▌THESE LOWER COSTS MAY PRESENT 
OPPORTUNITIES FOR SMALLER IRISH BUSINESSES 
TO INVEST IN RENEWABLE ENERGY GENERATION 
TECHNOLOGY, BOTH ON-SITE AND OFF-SITE

a cost on businesses emitting excess 
greenhouse gases. At national level, 
the introduction of  the solid fuel 
carbon tax on the supply of  coal and 
peat, which will ultimately be borne 
by the consumer, emphasises the 
government’s commitment to meeting 
its emissions reduction targets using 
tax policy as a driver of  change.

Similarly, government subsidies are 
facilitating this move towards energy 

efficiency. For example, accelerated 
capital allowances are available for tax 
purposes where a company acquires 
energy-efficient equipment for use 
in its business – electric vehicles, 
efficient industrial refrigeration and 
cooling systems, or computer systems 
designed to monitor and optimise 
energy efficiency in buildings. The relief  
effectively allows full tax relief  for the 
investment in the year of  acquisition, 
rather than over the eight-year period 
for equipment that does not meet the 
energy-efficient criteria.

The view is, that over the coming 
years, the pressure on companies 
to be seen to be ‘green’ will 
continue to increase, in line with 
political expectation at national and 
international level. Irish businesses 
should therefore be seeking to make 
environmentally friendly investment 
and business decisions to meet the 
demand for products and services 
derived from ‘greener’, more 
sustainable business processes. ■

Ronan MacNioclais is partner, 
responsible for the energy, renewables 
and utilities group, for the tax 
practice, PwC Ireland
ronan.macnioclais@ie.pwc.com 
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▲ CREATIVITY’S REWARD
Paul Clarke from St Paul’s 
College in Dublin wins the  
BT Young Scientist and 
Technology exhibition with his 
paper, Contributions to Cyclic 
Graph Theory. 

The view from

My current role is 
working as part of 
a large team within 
the restructuring 
and insolvency 
department. I joined 
RSM Farrell Grant 
Sparks as a trainee 
in July 2011 and 
have since gained 
valuable experience 
in the property, 
hospitality and retail 
sectors. My day-to-
day role focuses on 
the management and 
reporting over a wide 
variety of  insolvency 
appointments for our 
clients, which include all the major 
Irish banks and NAMA. 

In addition to the statutory and 
fixed asset receiverships, I have gained 
significant experience in members and 
creditor voluntary liquidations. I am 
also working on a number of  personal 
insolvency cases under the new 
personal insolvency legislation.

I chose to study the ACCA 
Qualification because it was a 
globally recognised accreditation, 
although the flexible study options 
and bi-annual exam sittings were 
also a major attraction. Having 
completed my exams I am looking 
forward to becoming an ACCA member 
in July of  this year. I believe my 
ACCA Qualification will provide even 
greater opportunities to further the 
advancement of  my career within RSM 
Farrell Grant Sparks. 

I believe the newly introduced 
personal insolvency and bankruptcy 
legislation will bring a significant 
change to the industry. RSM Farrell 
Grant Sparks has formed a highly 

‘ I BELIEVE MY ACCA QUALIFICATION WILL 
PROVIDE GREATER OPPORTUNITIES’  
KEITH EGAN, EXECUTIVE, RESTRUCTURING AND 
INSOLVENCY, RSM FARRELL GRANT SPARKS, DUBLIN

experienced and 
skilled team to 
provide advice and 
offer debt resolution 
services to clients 
in this area. This 
service is available 
from both our 
Dublin and Longford 
offices. The area of  
asset management, 
as an offshoot of  
restructuring and 
insolvency, is a 
potential growth area 
for certain insolvency 
practitioners.

A key business 
challenge for next year is to ensure the 
firm is well positioned to continue to 
be a leading provider of restructuring 
and insolvency services and to develop 
its asset management role. It is 
important to strengthen our reputation 
through maintaining our quality service 
while also creating new opportunities. 

One of the most important things  
that I have learned over the past few 
years is risk management, particularly 
on the larger assignments. It is 
essential to identify the potential risks  
upon appointment to ensure that  
the assignment is managed and 
progressed in a timely and efficient 
manner. 

Another valued skill that I have 
learned is providing concise effective 
communication, not only to our clients, 
but to all stakeholders.

When I’m not working I like to catch 
up with family and friends. I go to the 
gym and play five-a-side soccer during 
the week, then travel home for hurling 
most weekends. I also enjoy playing 
golf  when time permits. ■

SNAPSHOT:
MORE IRISH 
INNOVATION 
NEEDED
The Innovation Union 
Scoreboard, a recent 
study from the European 
Commission, has found that 
Ireland is near to the EU 
average when it comes to 
overall innovation. 

The study, which assesses 
the performances of  EU 
member states, has placed 
Ireland, which ranked ninth 
(up from 10th last year), 
with nine other countries in a 
group classed as ‘innovation 
followers’. Other members 
of  this group included 
UK, France, Luxembourg, 
Austria, the Netherlands, 
Cyprus, Estonia, Slovenia and 
Belgium.

According to the study, 
Sweden is the most innovative 
country in the EU in terms of  
its investment in research and 
other key areas, with Bulgaria, 
Latvia, Romania and Poland 
ranked as the least innovative 
member states.

Ireland performs well 
above the EU average on 
international scientific 
co-publications, but was 
weak in non-R&D innovation 
expenditures.
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Going global
BDO International Limited’s chief human capital strategist Emree Siaroff talks about the  
war for talent and the particular benefits of working for a mid-tier accountancy firm 

accountancy firms, providing advisory 
services in 144 countries, with more 
than 56,000 people working out of  
1,264 offices worldwide.

Q: What are some of the key trends 
you’re seeing in terms of accountants 
moving between borders? 
A: Moving across borders comes down 
to any given country and whatever 
processes they have in place to 
recognise international accreditations. 

The growing demand for accounting 
professionals, the nature of global 
business models and the wide 
acceptance of international accounting 
standards have greatly increased the 
mobility of accountants around the 
world. We speak to Emree Siaroff, 
managing director, human capital, 
BDO Canada LLP and global head of 
people at BDO International Limited, 
to gain his views on these and 
other critical factors that influence 
the ability to attract and retain 
talent, particularly for mid-tier firms. 

Siaroff  joined BDO Canada LLP 
as managing director, human capital, 
in 2008 and took up his additional 
international role in 2012. BDO 
International Limited is currently the 
world’s fifth largest network of  public 

It’s certainly more fluid between 
common groups of  countries. 

For example, if  you were to look 
at Commonwealth countries around 
the world, they have set up similar 
structures and backgrounds, which 
makes it a lot easier for a person to 
move from one to the other. You see a 
lot of  movement by Australians, South 
Africans, British and Americans. And 
again, those cultures tend to be looking 
for experiences abroad. »

▌▌▌PEOPLE ENTERING THE PROFESSION TODAY 
ARE LOOKING FOR MORE, EARLIER – MORE 
RESPONSIBILITY, MORE INTERESTING WORK AND 
MORE EXPOSURE
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Q: Where do you see the most 
opportunities internationally for  
mid-tier firms?
A: In general, there are great 
opportunities globally for people in this 
industry. That said, I think the biggest 
growth we’re seeing right now is in Asia 
Pacific as our profession follows the 
rise and fall of  business in general. 

It’s also a function of  demographics 
on a country-by-country basis. In 
Canada, for example, if  you compare 
the number of  people turning 65 with 
the number of  people who are coming 
out of  schools, then there simply 
isn’t enough talent emerging to meet 
workforce demands. 

Similarly, in countries like Japan, 
Germany, France, Britain, the US and 
Canada, there are ageing populations 
where increasing numbers of  retirees 
will increase workforce demand. Much 
of  it is pure demographics creating 
greater demand. 

Q: What sort of training and talent 
do you think you will be looking for 
in the future? 
A: I see the technical requirements 
as the ‘given that you need to get in 
the door’, but not at the expense of  
the ‘soft’ skills. We will therefore be 
looking for individuals who are able to 
provide more holistic critical thinking 
and advice. 

If  you are a student thinking about 
the type of  education you will need, 
my advice would be to make sure you 
nail down the technical aspects but 
also ensure that you’re sharpening your 
thought processes, your interpersonal 
skills and your ability to communicate 
and to give presentations – don’t just 
look at the numbers, but look at what 
the numbers mean, and be able to give 
advice and insight. 

I also think technology is key. A lot 
of  people entering the workforce now 
are technologically savvy and we can’t 
underestimate how important that is in 
our profession as well.

Q: What do mid-tier firms offer 
accountants? 
A: What we offer are the expertise 
and resources of  a national firm or an 
international network but with a service 
level that’s more personal, like a local 
firm. That means that an individual 
who comes to work for BDO can build 
close relationships with their clients, 
building on extensive knowledge of  

their businesses, as well as with 
partners and other staff. This makes a 
distinct impact: smaller client service 
teams, smaller staff-to-partner ratios 
and a more supportive environment. 

I think you also have a better chance 

of  being acknowledged for the work 
you do by your peers, partners and 
clients. So, again, I think we offer 
the resources of  a big firm but the 
personalised attention and guidance 
offered by a smaller boutique practice. 
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holistically about the client’s business 
and needs. At BDO you get a lot more 
exposure and are expected to be a self-
starter, so you need to have the skills 
to handle that. 

Q: What career experiences are 
accountants looking for today 
compared with 10 years ago?
A: Everybody is unique in what they’re 
looking for, but if  I was to take a broad 
brush to this, I think new accountants 
are looking for greater responsibility 
earlier in their careers. 

Historically, the career model was 
more about putting your time in. 
When you did that, you could then be 
promoted and ultimately get those 
broader experiences. 

In my view, people entering the 
accounting profession today are 

Q: When sourcing talent internationally, 
what are you looking for that might 
differ from what the Big Four want?
A: We offer an environment where 
starters are going to get more exposure 
to clients and be part of  smaller 
teams. That means we need people 
who are extremely well rounded in their 
skill set. Clearly, if  you don’t have the 
requisite technical knowledge, you’re 
not even at the table in terms of  an 
opportunity – that’s kind of  a given.

What we’re then looking for beyond 
that – and I can speak specifically here 
for BDO – is individuals who have the 
ability to communicate, interact and 
think on their feet because they are 
more than backroom staff  focused on 
crunching numbers. They’ve got to be 
able to work closely with their partners 
and team members and to think 

looking for more, earlier on – more 
responsibility, more interesting things 
to work on and more exposure, such as 
you get in firms like BDO.

Q: What are the biggest challenges in 
your role?
A: The war for talent. It’s only going 
to get stronger as the economy gets 
stronger. We’re consistently looking for 
people so, again, the big challenge is 
demographics and numbers. On top of  
that, there’s the challenge of  finding 
people who have the skills that will 
allow them to interact effectively with 
their clients. 

There’s another challenge as well in 
terms of  getting people interested in 
the profession. In my view, over the last 
few years students have been shying 
away from accountancy or looking at 
other areas, such as finance related 
to banking and investment banking. 
That’s what’s keeping me up at night 
– how to stay on top of  that war for 
talent and stimulate interest in our 
profession going forward.

Q: What’s your strategy for winning the 
talent war?
A: The obvious answer is to create 
awareness of  the value and career 
benefits of  working in a mid-tier firm 
as opposed to a boutique or much 
larger entity. 

Perhaps not all the students and 
individuals in the industry have a 
true understanding of  the value that 
a member firm of  a network like BDO 
can bring to them in terms of  the 
exposure, experience and career 
progression. That’s one of  the reasons 
why we’re talking today – to get the 
word out that mid-tier firms, and 
particularly BDO, are really a great 
place to work. ■

Ramona Dzinkowski is an economist 
and business journalist

2012
Appointed global head of people, BDO International 

Limited, in addition to his role since 2008 of 
managing director, human capital, BDO Canada LLP.

2011
Appointed board member, Canadian Employee Relocation Council.

2008
Appointed managing director, human capital, BDO Canada.

2001-2008
Xstrata Nickel (formerly Falconbridge and Noranda).

1999-2001
Director, human resources, the Mibro Group.

1992-1999
Human resources manager, Hudson’s Bay Company.

1992
Certificate in Human Resources Management.

1991
Graduated with BA from University of Western Ontario.
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THE SURVEY
More than 5,000 respondents contributed from 95 countries around the world to PwC’s survey. The report, 
Economic crime: A threat to business globally, can be downloaded at www.pwc.com/crimesurvey

MORPHING WITH THE MEGATRENDS
The threats from economic crime continue 
to evolve, says PwC in its 2014 Global 
Economic Crime Survey. Economic 
crime adapts to the trends that affect all 
organisations, particularly the increasing 
reliance on technology and technology-
enabled processes, and the transfer of 
economic energy to emerging markets.

37% More than one in three organisations 
report falling victim to economic crime.

53% More than half  of  CEOs say they 
are concerned about bribery and 
corruption.

48% Nearly half  of  respondents report that 
the risk of  cybercrime has increased 
(the 2011 figure was 39%).

THE CRIME HOTSPOTS
Respondents reporting economic crime in their business have risen from 34% 
globally in 2011 to 37%. The figure in Africa has fallen from 2011’s 59% while 
western and eastern Europe has gone up by 5% and 9% respectively.

HOW THEY STRIKE
Since the first survey 
in 2001, three types of  
fraud have consistently 
been highlighted: asset 
misappropriation, 
bribery/corruption, 
and accounting fraud. 
Cybercrime was added in 
2011, and procurement 
fraud in 2014.

SECTORS HARDEST HIT
Of  the three standout industries for reported 
economic crime, financial services exhibits high 
levels of  cybercrime and money laundering, 
while asset misappropriation is the crime of  
choice in retail/consumer and communication.

KEY
Asset misappropriation
Procurement fraud
Bribery and corruption
Cybercrime
Accounting fraud
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TO CATCH A THIEF…
Profile of  a typical internal fraudster:

Gender: Male
Age: 31–40 years
Length of service: Six or more years
Education: Graduate 
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THE CLONE ZONE
Credit card skimming is now a global epidemic – and will remain so without the will and 
more secure technology to fight it, according to recent ACCA research from the US

that British tourists were being cheated out of  around 
£150m a year through card-cloning schemes in Europe. 
On the other side of  the Atlantic, 13 men were charged 
in January with stealing more than US$2m from gasoline 
stations in the US by using Bluetooth-enabled skimmers. 

While few nations are immune from such abuses, the 
prevalence of  such crimes varies from country to country, 
the ACCA report illustrates. The US tops the list in terms 
of  financial losses related to skimmer fraud in the first six 
months of  2011, the Aite Group concluded, followed by the 
Dominican Republic, Russia and Brazil. 

There are several reasons that Americans are especially 
at risk. For a start they hold far more cards than any other 
region, around 1.2 billion debit, credit and prepaid cards in 
total. That is equivalent to almost five cards for each adult 
in the nation. The large number of  ATMs in the country  
also increases the peril. There are 425,000 terminals in 

the US. What’s more, fewer than half  of  these 
are owned by financial institutions. About 
290,000 are located away from bank premises 
in convenience stores and other commercial 

premises. This may make them more vulnerable. 
America’s cards also possess skimpier 
safety features than their counterparts in 

most other parts of  the world. 
The plastic in American 
wallets still employs 
magnetic strips rather than 
chip-and-PIN technology. 
This latter system is harder 
to crack since it combines 
a personal code with a 
micro-chip, from which 
it is tougher to extract 
information. Almost half  
of  the world’s payment 
cards now employ this 
better-fortified technology 
and around three-quarters 
of  terminals are able to 
accept such cards. 

‘The US is pivotal for 
criminal gangs because 

S
kimmer fraudsters recently claimed their most 
high-profile victim to date. In February, PayPal 
president David Marcus admitted that his credit card 
information had been skimmed – a process which 

involves installing a device inside card readers to capture 
credit and debit information. Having cloned his card, the 
thieves then went on a spending spree in London, the 
executive disclosed. 

The scam has become a global epidemic, according to 
a report produced by New York’s Pace University and ACCA 
USA. ‘Criminals – often highly coordinated and operating 
globally – are using new methods to steal from customers 
at petrol gas pumps and ATMs,’ writes Dr Darren Hayes, 
computer information systems programme chair at Pace 
University and author of  the ACCA-sponsored research. 

The global cost of  cybercrime more broadly has been 
climbing in recent years. According to the 2013 Norton 
Report, the total global cost hit US$113bn for the year, up 
from US$110bn in 2012. The average cost per victim rose 
even faster from US$197 in 2012 to US$298 last year. 
Fraud involving credit and debit cards account for a 
major component of  this loss. In addition, a large-
scale study of  more than 5,000 shoppers 
across 17 countries by ACI Worldwide 
in 2012 found that 27% of  
payment card holders had 
experienced card fraud 
over the past five years.

Skimmer fraud has 
become an important 
part of  such swindles. 
Devices within ATMs and 
other techniques have 
made cloned cards a 
big source of  income for 
criminals. The average 
gain from such crimes 
was US$50,000 in 2011, 
a report by Aite Group 
estimated – up from 
US$30,000 the year 
before. A recent report in 
the Daily Mail estimated 

CANADA 

* As of  2012, 
there were 74 
million Visa 
and MasterCard 
payment cards in 
circulation. 

* Debit card fraud 
dropped 45% between 
2011 and 2012 as a 
result of  enhanced fraud 
detection analytics and 
the introduction of   
chip-and-PIN. 

  US

* 18% of  banks 
still maintain ATMs 

that have been in use 
for a decade or more, 
according to Aite Group. 

 * A survey of  
executives by Aite 

Group estimated 
that by 2012, 45% 
of  institutions’ ATMs 
would have an anti-
skimming solution, up 
from 31% in 2010. 
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it has more ATMs than any other country and because it 
is not EMV [Europay, MasterCard and Visa]-compliant – 
so cards do not contain a global chip,’ the ACCA report 
explains. ‘Cards that are cloned by criminals are also 
used in other non-EMV countries, like Ghana, Costa Rica, 
Mexico and Malta.’ 

Deployment of  EMV technology does appear to have 
reduced skimming in the UK and Canada. Canada, for 
example, managed to cut losses from card cloning from 
C$142m in 2009 to C$38.5m in 2012. ‘When the US adopts 
the use of  chip-and-PIN payment cards then skimmer 
fraud will dramatically decline,’ the ACCA report concludes. 
‘But criminal activity will manifest itself  in different ways.’ 
One possibility is a rise in physical attacks on ATMs. This 
could include the use of  trucks to physically rip out the 
ATM machine. In addition, criminals can also use devices 
that trap cards or the cash itself  within the machine to be 

▲ SPENDING SPREE
 PayPal president David Marcus 

admitted he had been the victim of 
skimming in February, when thieves 

used his card details in London

▌▌▌’WHEN THE US ADOPTS CHIP-AND-PIN CARDS 
THEN SKIMMER FRAUD WILL DECLINE. BUT CRIMINAL 
ACTIVITY WILL MANIFEST ITSELF IN DIFFERENT WAYS’

retrieved later. This can be even more financially costly than 
skimming. ‘A card-trapping device may yield €100 for the 
criminal but the damaged ATM may cost €2,000 to repair,’ 
the ACCA report says. 

One other way of  trying to thwart criminal activity is to 
place geographical restrictions on where cards can be used. 
‘Some banks in Germany have instituted regional blocking, 
and losses from skimmer fraud have been further reduced 
by limiting the amount that a customer may withdraw at a 
foreign ATM,’ the ACCA report says. The Netherlands and 
Belgium have had some success with this kind of  technique. 
The downside, however, is that such policies can be ‘very 
unpopular with bank customers’, the ACCA report admits. 

More promising still, security experts have been 
exploring how new technologies can be used to make card 
fraud tougher, including the use of  smartphones, near-
field communication or biometric authentication. But the 
ACCA report concludes that beyond using chip-and-PIN, 
‘there is no consensus on future technologies to prevent 
ATM skimmer fraud’. It is especially worrying that the 
card of  PayPal’s boss was equipped with a chip-and-PIN 
– suggesting that no technology is entirely secure. As with 
other types of  cybercrime, financial institutions and law 
enforcement officials are locked in an endless arms race 
with ever more sophisticated criminals. ■

Christopher Alkan, journalist based in New York

FOR MORE INFORMATION:

Skimming the Surface: How Skimmer Fraud Has Become 
a Global Epidemic is available at www.accaglobal/RI

IRELAND

* With a 
population 
of  4.58 million people, 
the Irish Payment 
Services estimated 
that there were 194 
skimming incidents in 
2011, of  which 142 were 
successful. 

* Anti-fraud measures have 
helped reduce the number 
of  skimming incidences 
to just 13 by 2012, with 
12 being successful. 

EUROPE 

* A report by the 
European Central 
Bank estimated in 
July 2013 that ATM 
fraud accounted for 
20% of  all payment 
card scams – 
totalling €232m. 

* The report also 
estimated that 95% 
of  counterfeit card 
fraud related to 
ATMs occurs outside 
Europe. 
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WHERE ARE  
WE HEADING?
We all have a part to play in shaping the future, says futurist Magnus Lindkvist,  
and creativity is a surer bet than competitiveness in delivering progress

▲ TRAIN OF THOUGHT
The Bund Sightseeing Tunnel in Shanghai, China.  
Our journey into the future may not be so brightly lit
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W
e used to think the future would bring us 
flying cars. Instead, we got Gangnam Style. 
In other words, there’s a gap between 
expectations and reality and there are 

Gangnam Style-like events in every industry today. Things 
that could not be predicted a few years ago are suddenly 
topping management agendas. 

At a recent conference for global tax lawyers in Madrid, 
the moderator stated that none of  the topics discussed in 
2013 was around a decade ago. The future often takes us 
by surprise and the issue is how to work and excel in an 
unpredictable environment. In a world without crystal orbs, 
the most important tool is mindset. 

Infobesity makes us prisoners of  the present. We are 
mired in dialogues about the here and now that blind our 
view of  what lies ahead. It’s worth looking at how we could, 
perhaps should, think about the future to make better 
decisions and create a different tomorrow.

The long view 
The British Archive of  Criminology has data showing we are 
about to run out of  murder in society. If  that strikes you as 
preposterous, bear in mind that its statistics stretch as far 

back as the 1400s, when killing someone was a common 
way of  settling disputes. Since then, the homicide rate has 
dropped by around 98%. 

Why, then, are people gloomy when asked about the 
present? Because pessimism is a defence mechanism. 
Sensitivity to danger – real or perceived – has proven a 
more useful survival tool than optimism. But in this one-
eyed view of  the world, we can lose important, underlying 
stories about where the world is heading. So where exactly 
is the world heading?

Where the future comes from
The future sometimes comes from the side. The megacity of  
Shanghai, for example, is built using innovations tried in 
many other countries previously – skyscrapers, high-speed 
trains, capitalism. The current globalisation of  accountancy 
standards is another example. This is horizontal change 
where the future comes at us from the side. 

For the enterprising mind, horizontal change 
represents a great business opportunity as you simply 
have to R&D – rip off  and duplicate – to implement a new 
idea in your local market. However, isolating the future 
to a horizontal remix between East and West can lead us 
into a zero-sum mindset where all we can do is divide up 

markets that already exist. Globalisation is often seen as 
a zero-sum game in which one side will get all the jobs, 
where cheaper accountants will outcompete their more 
expensive peers and all the resources will be gobbled up 
by the rich world. 

Before the year 1850, this was what our world looked 
like: a cyclical, stagnant society where you could not make 
things, only take them by means of  plunder, taxation or 
something similar. Progress – the idea that the future can 
become better – is a relatively new phenomenon. What 
began in 1850 was a transition to a society where change 
is the norm. Today we expect our children to live longer, 
possibly better, lives than us. We expect technology to 
bring us new things on a regular basis. We expect life as 
we know it to be different in the future. This is vertical 
change, where something previously impossible and 
unfathomable becomes a reality. 

The fog of  the future
Science fiction writer Arthur C Clarke once said that a 
sufficiently advanced technology should be indistinguishable 
from magic. Telepathy was considered magic 10 years 
ago; today, we call it Twitter. If  we want to keep on living 

in a progressive world, vertical 
change is a lot more important to 
think about and create than mere 
horizontal reshufflings. In other words, 
technology and how it will change 
accountancy is a more important 
discussion to have than globalisation, 
rule harmonisation and compliance. 

Yet technology disrupts and undermines, transforming the 
previously smooth, straight path to the future into a fog-
ridden, treacherous and turbulent journey.

There’s a choice between two paths in life and business: 
to compete or to create. Competition is about beating 
rivals by being faster, cheaper or better; creation is about 
undermining the present solutions and challenging the 
status quo. A successful, competitive company tends 
to make money and win awards; a successful creative 
company tends to make enemies and critics. Yet if  we want 
to keep on living in a progressive world – as opposed to a 
cyclical, Game of Thrones-like world – someone, perhaps 
you, will need to create.

How to create
Most management literature deals with competition; 
creation is a neglected area of  study. To find some clues 
to what it takes to be a creative enterprise, I conducted a 
study while at Stockholm School of  Entrepreneurship to 
look at how companies had survived great shifts historically. 
Not economic shifts – the boom-bust cycle is a part of  
everyday business – but more fundamental geopolitical 
shifts (the market opens up with the fall of  the Berlin 
Wall), technological shifts (the rise of  the internet) and » 

▌▌▌‘INFOBESITY MAKES US PRISONERS OF THE 
PRESENT. WE ARE MIRED IN DIALOGUES THAT 
BLIND OUR VIEW OF WHAT LIES AHEAD’
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spreading infection, was angrily 
criticised by other doctors who argued 
that frequent breaks to wash hands 
would be wasteful in terms of  time 
and money. 

Similarly, we face numerous 
impractical insights in our world 
today that would generate friction 
and waste resources in the short 
run but create a better world in the 
long run: more female leaders, more 
immigration in ageing European 
and Asian economies, technology’s 
potential to simplify bureaucracy, 
the automation of  accounting, etc. 
We tend to deal with such ideas either 
by shrugging them off  as impractical 
or hoping that someone else will solve 
the challenge at a later date. Faced 
with the choice of  a comfortable 
life or one of  conflict, most people 
choose the former. 

It was once said that whereas 
historians give a voice to the 
dead, futurologists give a voice to 
the unborn. Think for a moment 

existential shifts (the founder dies, leaving the company 
lost and confused). 

What I found was those rare companies that survived and 
excelled in turbulent times – and fewer than 20% of  them 
did – had three important features in their corporate culture. 

Number one, they had a culture of  experimentation and 
encouraged a trial-and-error approach. Such companies 
wasted sustainably; the failures (and there were plenty of  
them) were cheap. 

Number two, they had a culture of  failure recycling. The 
status quo does not like to lose its status, so new ideas often 
fail. Furniture in flat packs, for example, was invented in 
1940 by Stockholm department store Nordiska Kompaniet. 
It was a flop – Swedes didn’t have cars – but it was recycled 
by IKEA a decade later and became a worldwide success. 
Recycling failures is about tweaking the execution of  an idea 
that was good in theory but failed in practice. 

Number three, and particularly challenging in turbulent 
times, was patience – challenging because markets tend 
to be impatient today. From quarterly capitalism to Silicon 
Valley mantras, speed is worshipped. Yet when it comes 
to shaping human behaviour and building new practices, 
patience is not only a virtue but a requirement. 

When will the future begin?
We should not take progress for granted. New, disruptive 
ideas are frequently met with scepticism, even hostility. 
Dr Ignaz Semmelweis, the Vienna-based doctor who first 
proposed that doctors should wash their hands to avoid 

FUTURE IMPERFECT
Our ability to think ahead is half-baked and we tend to make the 
following mistakes when predicting what tomorrow might hold:
 
Fallacy: the future will have meaning
We tend to reduce the future to a moral fable where good or bad people 
will win. In reality, we often cannot judge what morals will be like in the 
future. The future isn’t binary.
 
Fallacy: if  only…
We frame the future as a place where problem X is solved by solution 
Y or gadget Z and we will live happily ever after. In reality, it is just ‘one 
damned thing after another’, to paraphrase Arnold Toynbee.
 
Fallacy: a one-dimensional future
We view the future as about one thing – carbon dioxide, the EU – but in 
reality it will be as cluttered and contradictory as the present.
 
Fallacy: everything changes 
Yet most of  us still enjoy barbecuing meat and drinking beer when 
relaxing on the summer vacation. Just like they did in the 1500s…

about what your grandchildren will ask one day. Where 
were you when we needed to change our profession? 
Where were you when there was a crisis of  confidence 
and trust in the corporate world? What did you do about 
the lack of  diversity in accountancy? How did you welcome 
new ways of  working and use technology to change things 
for the better? Let us hope that many of  us will be able 
to say we were there, on the barricades, when the future 
began in the 2010s – a time that will be known in the future 
as the Age of  Change. ■ 

Magnus Lindkvist is a trendspotter, futurologist and  
author of When the Future Begins: A Guide to  
Long-Term Thinking

FOR MORE INFORMATION:

Magnus Lindkvist will be a guest speaker at the following 
ACCA Annual Conferences, at which he will share his insights 

into the megatrends of  the future:

Hong Kong: Conrad Hong Kong, 10 May  
www.accaglobal/ab70

Singapore: Raffles City Convention Centre, 12 May  
www.accaglobal/ab71

Malaysia: Mandarin Oriental, Kuala Lumpur, 15 May 
www.accaglobal/ab72
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A good MBA fuels 
career success
‘ The global MBA offers high quality tuition, great 
flexibility and global recognition. The real workplace 
case studies alongside the theory improved my 
knowledge and widened my exposure to business 
management. This MBA is perfect for motivated  
and self-disciplined finance professionals to further 
develop their understanding of business.’

Angie Dai
assistant PRC finance manager, ExxonMobil Investment

Ranked 7th globally in the QS 
Distance Online MBA Rankings 2014

www.accaglobal.com

-MBA Ads-2014.indd   2 12/02/2014   16:50
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FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

TALENT DOCTOR: VISION
Go for a job interview and you may be asked the 
question ‘Where do you see yourself in five years’ 
time?’ Hopefully, you have an answer that will tell the 
interviewer how committed you are both to your work 
and the industry.

But let me now ask you ‘Where do you see yourself  
in 15 years’ time?’ When I put this question to a group 
of  executives during a recent leadership development 
workshop that I was running, the finance director 
answered that he didn’t know. He simply couldn’t come 
up with an answer and argued that there really wasn’t 
much point in thinking that far ahead.

However, research based on something called 
‘intentional change theory’ increasingly suggests that 
individuals with a long-term vision of  how they would like 
their lives to turn out have a greater chance of  achieving 
that vision. If  life is like a journey, then it’s the equivalent 
of  having a destination in mind when you set out.

Simpler than it sounds
The idea of  a vision sounds terribly grand. But a vision 
is really only a picture or description of  how we would 
like our lives to turn out.

In my work with senior executives, I use the term 
‘balanced vision’ because studies indicate that leaders 
are most able to make sustainable change in their lives 
when they consider all aspects of  their lives and not just 
their careers. That means thinking about their families 
and friends, their health and their broader interests 
too. For some, that may include a contribution to their 
communities – perhaps a sport or their spirituality or 
religion, for example.

How do you craft a vision? I have invited many 
executives to engage in what I say is a seemingly 
frivolous exercise – I ask them to dream about their 
perfect life. I say: ‘Imagine that it’s 20 years from now 
and your life has turned out perfectly. Everything has 
gone right and you’re feeling happy, satisfied and 
fulfilled. What are you doing? Who are you with? How 
do the people around you describe you?’

You need time to create a vision. It’s not something 
that you can work on when you’re feeling harassed 
and under pressure. It’s a time-out – an opportunity to 
reflect on how things are going and to be honest with 
yourself. What do you really want? Listen to that voice 
in your own head and not to the voices of  colleagues, 
friends and loved ones. Don’t follow a prescribed career 
path simply because it’s expected of  you or because it’s 
the most prestigious option.

Do you truly enjoy the path that you’re on? If  not, why 
remain on it? You’ll never be able to compete with those 
who just love, love, love what they do. Better to find your 
own niche. Once you’re happy with where you are and 
what you’re doing, you can build up your skills, make 
plans to pursue the right kinds of  opportunities and 
prioritise your efforts. 

So what do you want from life? Once you know, you 
can take the steps to work towards it. And, who knows? 
You might just achieve it.

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and author of more than 20 career 
and management books including How To Win: The 
Argument, the Pitch, the Job, the Race. He also appears 
frequently as a business commentator on BBC, CNBC 
and CNN news.

Career boost
Do you know what you want from life, asks Dr Rob Yeung, plus what really annoys the 
CFO, toxic performance appraisals, and a new leader in eye-wateringly expensive cities
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WOMEN AND DIVERSITY
In 1909, ACCA was the 
first accountancy body to 
allow women members. 
It was also the first with a 
woman president. Female 
membership currently stands 
at 45%, with 51% making up 
the student population. 

International Women’s 
Day 2014 on 8 March, which 
ACCA supported, was a 
celebration of  the progress 
made for women’s equality. 
But with UK business 
secretary Vince Cable 
backing a plan to force all-
women shortlists for board-
level posts in FTSE 100 
companies, there is obviously 
still much to be done. 

The last word goes to 
ACCA chief  executive Helen 
Brand: ‘Our extensive work 
into diversity shows that real 
commitment to diversity 
widens the talent pool.’

RED RAGS TO THE CFO
A recent Robert Half  survey 
of  2,100 US CFOs found 
32% thought non-business-
related web browsing and 
social media usage caused 
the greatest drain on man-
hours; 27% said employees 
chatting by the water 
cooler or printer was worse, 
while 11%  (19% at larger 
businesses) chose meetings. 

Considering we’re working 
longer hours, it’s inevitable 
that personal issues will 
encroach more into work 
time. But – just a thought 
– why don’t we work less 
and socialise after work, in 
person, as opposed to being 
distracted by pseudo-social 
media during work hours?

ALL CHANGE AT THE TOP
Asia is stealing the lead in 
the world’s most expensive 
cities league. The top 
10 cities in this year’s 
Economist Intelligence Unit 
Worldwide Cost of  Living 
Survey – a relocation tool 
that uses New York as a 
benchmark for the cost 

THE BIG BREAK 
FAIZA YASIN FCCA
Management consultant Faiza Yasin’s CV 
reads like that of somebody with a career 
twice as long as hers. She has managed to 
cram a lot into a short space of time. The 
knowledge, experience and skills she’s 
gained along the way are testament to her 
hard work and positive attitude. Now living 
in Canada, via the Cayman Islands, where 
she was a senior auditor with Deloitte, 
and her native Pakistan, Yasin continues 
to push her career forward in new and 
exciting directions. She is also one half 
of an over-achieving brother-sister team – 
twins and both ACCA.

What’s the worst thing a candidate could 
say in an interview? Criticise their former 
employer. Ask questions about the salary, 
benefits, vacations, bonuses, etc.
How do you secure work experience in 

a competitive market? Have a positive 
attitude, a good work ethic and network.
If you needed a certain soft skill for a 
specific role, how would you acquire it?
Learn from others, or by taking courses.

Yasin’s top career tips:

of  living in 400 cities – 
are dominated by Asia, 
Australasia and Europe, with 
Singapore first and Tokyo 
sixth. Sydney is fifth, behind 
traditional money sponges 
Paris, Oslo and Zurich. 

Editor Jon Copestake 
puts it down to ‘the 
continued rise of  Asian hubs 
and improving sentiment 
in structurally expensive 
European cities’. 

So if  you’re looking to 

migrate, Asia is still a good 
bet, but no longer the cheap 
option it used to be. ■

This page is compiled and 
edited by Neil Johnson, 
editor, ACCACareers.com

THE PERFECT: PERFORMANCE APPRAISAL
Is there such a thing? What good does it do an employee to hear good, 

bad or ‘constructive’ things from an employer? For that matter, what 
good does it do the employer? Recent research by psychologists at 

several US universities has found that negative feedback 
is taken badly by even the most motivated. Furthermore, 
in the context of an appraisal even positive feedback is 
often misconstrued or misread as criticism. Stanford 
University professor Bob Sutton says appraisals are 
‘a bad practice that does more harm than good in 

all or nearly all cases’, leading to ‘destructive 
internal competition’. However, appraisals 

are commonplace in corporate culture and 
more often than not considered desirable by 
employees. They’re a way for people to feel 
connected to their company and respected 
by their boss, and that their careers are 

being taken seriously. But a good appraisal 
depends on so many aspects, not least an 
acceptance of their value and seriousness by 
both employee and employer.
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and services from the 
market, so their resource 
base should not be so very 
different, should it? Apart 
from brands, there is little 
to differentiate the two 
in the long run – except, 
of  course, another key 
intangible: O&P.

O&P strategy is the flip 
side of  the externally facing 
competitive strategy. It 
not only enables the latter 
to be implemented but 
also has a role to play in 
identifying and facilitating 
new external strategies. It 
does this by prompting the 

Organisation and people 
(O&P) is a very important 
part of the theory of 
competitive advantage, 
which emphasises the 
importance of having 
distinctive internal 
resources and capabilities 
that then lead to superior 
economic performance. 

If, for example, you 
wanted to compare two 
different supermarkets – 
Sainsbury’s and Tesco, say 
– they would be similar in 
many ways. Both businesses 
can buy supermarket 
sites, products, systems 

following question: given 
what we are (or what we 
could be) really good at, are 
there opportunities that we 
could excel at?

Definition and role
In my 2003 book with 
Laura Brown, Value-based 
Human Resource Strategy, 
I define O&P strategy as 
the plans, programmes 
and intentions of  developing 
an organisation to meet 
its present and future 
competitive challenges in 
order to generate superior 
economic value.

This is a lot more than HR 
strategy, which tends to be 
purely focused on supplying 
the right number and levels 
of  skills operationally to 
the organisation within 
the existing organisational 
structure and style. 

O&P deals with 
the relative level of  
organisational competences 
vis-à-vis market and 
competitive demands, 
present and future, too. 
It should be owned not 
just by the HR director, 
but also by the CEO – in 
just the same way as the 

O&P means USP
In the first of two articles on organisation and people (O&P) 
strategy, Dr Tony Grundy looks at what it really means in practice 
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latter should own the 
competitive strategy.

It should also be closely 
tied to and targeted 
at superior economic 
performance and contain 
a ‘stretch’ element, and 
not just be performance 
maintenance. That makes it 
very much the proactive FD’s 
concern and interest.

Coming back to Tesco, 
O&P strategy, alongside 
brand strategy, led to 
the success of  its growth 
strategy in the UK between 
1997 and 2007. From 
around 1994 to 1995, 
Tesco cleared out its senior 
management, leaving in 
place upwardly thrusting, 
intelligent managers hungry 

for success, led by Terry 
Leahy, who became CEO in 
1997, aged just 40. 

I remember that period 
well. On one occasion I was 
working with Paul Mancey, 
then new head of  Tesco 
Services (such as utilities 
and mobiles). On beginning 
one particular project in a 
new market, he said to me: 
‘We want to be finished in 
a week. The goal is to do 
something that others would 
spend a few months on – in 
a week.’

This hunger, focus and 
drive paid off  and such 
bursts of  concentrated 
thought led to the business 
models of  Tesco Non Food, 
Tesco Dotcom, Express and 
Tesco Personal Finance in 
incredibly short periods of  
time, as well as its brand 
and customer service 
strategy. Where there is 
not much real differential 
between the assets that an 
organisation can buy, then 
the most important aspect 

of  competitive advantage is 
speed. This is derived from 
the O&P strategy.

An example of  this was 
a workshop held in the 
mid-1990s when a group 
of  young Tesco managers 
got together to sort out 
incomplete attempts at 
building a home shopping 
model. During the workshop 
we came up with the sub-
brand of  Tesco Direct. I 
saw that brand in store at 
Bar Hill, Cambridge, just 
weeks later. That was so 
impressive: is your own 
organisation capable of  
working so fast? Or is it 
just set up like the others? 
If  so, then it should not 
be a big surprise if  it is 

fundamentally no better 
than its competitors.

O&P aims to provide a 
coherent focus to human 
resource allocation across 
the organisation so it then 
behaves in an outstanding 
way – easily capturing 
and keeping customers, 
making astute decisions 
at every level, and creating 
a true team across the 
organisation. It will be 
seamlessly woven in with the 
brand strategy. Operationally 
and strategically it will be 
seen in all interactions 
within the organisation and 
by customers and suppliers.

Metrobank
Take the case of  Metrobank, 
a customer-loving new bank 
with ‘stores’, not branches, 
and ‘no stupid bank rules’. 
The brand is customer-
friendly, so what about 
the staff?

I visited the Bromley 
store to register for internet 
banking. I had to set up 

▌▌▌NOW, I AM AN ACCOUNTANT AND HAVE AN MBA, 
SO GETTING IT RIGHT SHOULD HAVE BEEN A DODDLE. 
WRONG… IT TURNED OUT TO BE QUITE TRICKY

the passwords and the 
numerical passcodes. Now, 
I am an accountant and have 
an MBA, so you would have 
thought that getting it right 
would have been a doddle 
for me. Wrong. 

It turned out to be quite 
tricky, though with the help 
of  staff  member Samuel 
Adetula, I finally completed 
the process. Not once did 
Adetula show tiredness, 
frustration or impatience: he 
smiled no matter what.

I did make a payment 
the next week and thought I 
had it cracked. Then another 
week later I tried at home 
and it wouldn’t work. So 
back I went to Bromley and 
Adetula – an unlucky day 

for him – got me again. But 
I never saw his face drop or 
his eyes roll; he just kept 
on smiling. Please, please, 
Metrobank, hang on to that 
service culture!

In a nutshell
Using the example of  
Metrobank – based purely 
on what is available from 
the public domain, from 
interactions with staff  and 
from what can be deduced, 
this successful and fresh 
organisational model can 
be attributed to:

* recruitment of  young, 
fresh, eager and 
intelligent staff  with 
some job experience in 
non-banking

* a desire to establish 
a level of  personal 

relationship in every 
customer interaction. 

* an investment in ‘meeting 
and greeting’ customers, 
making them feel looked 
after – it costs money 
but is ultimately cheaper 
than losing customers

* effective manpower 
planning so that staff  
seen ‘in store’ now 
may be groomed for 
managerial positions later 

* mindfulness of  the 
longer-term competitive 
benefits of  this strategy. 
At my previous bank, 
cost seemed its main 
interest. As one of  
its senior managers 
admitted to me: ‘If  you 
want real flexibility then 
we can’t do that: we are 
just too big. If  you want 
flexibility, you would 
definitely be better off  
with Metrobank.’ 

Therefore, O&P strategy can 
be defined as:

* building distinctive 
capabilities for the 
present and future

* delivering these to exactly 
the right places at the 
right times to support 
growth

* ensuring that the 
organisation develops 
and changes to deliver 
the competitive strategy 
and accomplishes this 
at speed, outpacing 
competitors 

* behaving in such a novel 
way that customers feel 
they are being treated 
as if  they truly mattered, 
rather than being a bit 
of  a pain. ■

Dr Tony Grundy is an 
independent consultant 
and trainer, and lectures at 
Henley Business School

FOR MORE INFORMATION:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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Customer centricity
Seeing the business in terms of its customers rather than its products, and locking in 
their loyalty, can be an extremely effective way to grow the bottom line

Finance professionals 
have an important role 
to play in aligning their 
organisations more closely 
with their customers. The 
concept, known as customer 
centricity, has become 
increasingly important.

One reason for its 
popularity is the success of  
pioneers in the area, such as 
supermarket chain Tesco.

Tesco’s achievements 
in promoting customer 
centricity hinged on the 
development of  its loyalty 

card. This gave a small 
discount to shoppers but 
brought huge value to the 
company in terms of  the 
data it gathered on them. 
Departments across Tesco 
and external data analysts 
participated in harnessing 

this data to promote an 
acute focus on the customer.

For example, the 
card generated detailed 
information about 
individuals’ buying habits. 
These were then linked 
to feedback channels 
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through which Tesco could 
communicate directly with 
customers and build loyalty.

Peter Fader, author of  
Customer Centricity and 
professor of  marketing at 
Wharton School, University 
of  Pennsylvania, says the 
concept involves identifying 
your most valuable 
customers and orienting the 
entire organisation around 
their needs.

But it’s not just the 
attempt to follow in the 
trailblazers’ footsteps 
that is driving customer 
centricity. ‘The traditional 
product-centric model, 
where companies developed 
blockbuster products and 
rode that wave forever, has 
become tougher,’ says Fader.

He has identified seven 
‘cracks’ that have appeared 
in the traditional product-
centric approach and forced 
companies to consider 
shifting the focus away 
from products and towards 
customers.

The seven cracks
The seven factors are the 
following trends:
1 commoditisation
2 smarter, better informed 

customers
3 more demanding 

customers
4 retail saturation, where 

every product is available 
everywhere

5 the global mindset, in 
which companies want 
to market much more 
broadly

6 deregulation – some 
companies’ monopoly 
protection has 
disappeared

7 big data, and the 
unprecedented 
‘granularity’ and 
precision of  data 
available.

As Tesco’s strategy evolved, 
it used its data to segment 
customers and direct its 
marketing at them in more 
refined ways. 

Fader says: ‘Too 
many companies think 
customer centricity is about 
surrounding the customer 
and being their friend. It 
is, but the point is to figure 
out the right customers to 
surround. When we find the 
right customers, we invest to 
create more value for them, 
make it easier to extract that 
value for us and to find more 
customers like them.’

Matt Keylock, global 
head of  data at Dunnhumby, 
says customer centricity 
requires thinking in different 

ways about customers and 
profitability: ‘It is sometimes 
hard to understand who your 
best customers are. Many 
companies will do a loyalty 
segmentation, but they 
also need to understand 
customers’ interactions 
without necessarily 
overlaying their profitability 
framework.

‘For example, in the 
digital world you can 
understand one individual’s 
engagement and how 
they influence others. 
For example, I may not 
spend much with a certain 
brand, but I may strongly 
influence many other 
people. That makes me 
disproportionately important 
compared to my traditional 
financial metrics.’

He cites another example 
of  a retailer that defined 
its best customers as those 
spending more than $1,000 
a year. They decided the 
easiest way to grow that 
customer base was to sell 
them one item that cost 
over $1,000. ‘But that 
wasn’t their core business,’ 
says Keylock. ‘So they 
were selling one item to 

▌▌▌‘IT’S NOT JUST ABOUT SURROUNDING THE 
CUSTOMER AND BEING THEIR FRIEND. THE POINT IS TO 
FIGURE OUT THE RIGHT CUSTOMERS TO SURROUND’

customers who never came 
back. That eroded the base 
of  truly loyal customers.

‘We helped them 
understand that visit 
behaviour and breadth of  
category engagement were 
more important drivers of  
loyalty – deeply engaged 
customers shopped across 
the breadth of  the store.’

There are many barriers 
to enhancing customer 
centricity. Fader says: ‘It 
starts at the tactical level 
– can we use the data, 
analytics and technology to 

send the right message to 
the right customer at the 
right time? 

‘But that is not easy if  a 
company does not have the 
right science or organisation 
behind it. They need to 
change the organisational 
design and corporate 
culture, and use the right 
performance metrics and 
incentive structures. They 
have to hire the right kind 
of  people who are more 
interested in and able to do 
customer-centric rather than 
product-centric things.’

Missing data
He says another barrier 
in some industries is the 
absence of  data for doing 
a proper customer lifetime 
value (CLV) calculation. Also 
there might be regulatory 
issues – in some industries, 
for example, you are not 
allowed to treat certain 
customers differently.

The target is constantly 
moving. According to a 
recent report by Accenture, 
today’s consumers are 
highly mobile, tech-savvy 
and have constantly rising 
expectations. Their once 

linear and predictable 
buying process is now 
dynamic and continuous. 
This demands that 
companies provide a 
seamless experience across 
all touch points. A range of  
measures must be taken 
to meet these consumer 
expectations and take best 
advantage of  this new 
reality, says the report.

One example is setting 
up strong command and 
control capabilities that 
extend across the entire 
service delivery model. This 

can help ensure that an 
organisation’s resources, 
processes and technologies 
are fully coordinated to 
minimise service failures, 
optimise operating 
expenditures and deliver the 
right customer experiences.

Ed Shepherdson, senior 
vice president, customer 
success, at Ottawa-based 
Coveo Insight Solutions, 
says that cultural and 
regulatory issues mean 
many companies are so 
siloed they cannot address 
these new paradigms.

However, with the 
right backing from senior 
management, there are 
technologies that can help 
overcome those issues, 
he says. ‘The ability for 
multiple business lines to 
have contextually relevant 
content available to make 
informed decisions is 
at the core of  customer 
centricity,’ he explains. 
‘That requires sharing of  
information across multiple 
silos and organisations – the 
technological matrix needs 
to be connected.’

Shepherdson refers to 
a process called the » 
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adoption is faster than ever, 
consumer expectations 
are changing constantly, 
and new segments and 
demographics are entering 
the marketplace. Also, 
organisations have to adopt 
a shorter-term, test-and-
learn approach. That 
requires shorter investment 
cycles and risks because 
some tests don’t work.’

Finance has a major role 
in measuring and analysing 
data. In collaboration with 
other functions such as 
sales and marketing, a 
balanced set of  metrics 
should be set up to monitor 
and measure customer 
value without compromising 
financial performance.

Barton says: ‘The metrics 
depend on what outcome 
you are seeking, what kind 
of  customers you deal 
with, product lifecycle, etc. 
Some organisations create 
bespoke metrics around 
loyalty and cost to serve; 
others are keen on things 
like net promoter score and 
customer effort score. The 
best metrics tie to financial 
value as that makes difficult 
choices easier to justify.’

Fewer metrics
She recommends focusing 
on a small number of  
metrics that should be 
discussed at board level on 
a regular basis.

Fader says finance can 
sometimes lead on customer 
centricity: ‘Some finance 
functions say they need to 
account for customer capital 
to get a full picture of  what 
an enterprise is worth. 
Customer centricity looks 
to the future with concepts 
like CLV. Many managers 

‘customer journey’, which 
is a framework aimed at 
ensuring that all those 
different customer touch 
points are joined up. 

But technology is just an 
enabler. ‘The only way for an 
organisation to do this is to 
create a cultural awareness, 
from senior management 
down,’ he adds.

So how can finance 
professionals help enhance 
customer centricity? Dawn 
Easeman FCCA, group head 
of  finance at insurance 
company Rock Services, 
agrees that customer 
centricity is about making 
the most of  your customers 
by satisfying as many of  
their needs as possible 

rather than by making the 
most of  your products.

She says: ‘A lot of  time 
and effort is spent gaining 
new customers. You need to 
consider what more you can 
do for your current customer 
base. One bad experience 
can switch a customer’s 
loyalty across all products. 
Finance professionals need 
to gain an understanding 
of  the operational sides of  
a business; they go hand in 
hand with the financials. The 
customer centricity model 
takes this further towards 
understanding how the 
information we produce as 
finance professionals is used 
and developed.’

Rachel Barton, managing 
director at Accenture 
Strategy, says: ‘Customer 
centricity means that every 
function orients around 
the customer, so finance 
also needs that mindset. 
To be customer-centric, 
you need flexibility. Accept 
that new technology 

would rather look to the 
past, because you can’t 
argue with it. It is tough for 
a marketing manager to deal 
with analytics and forecasts, 
so they should collaborate 
with finance. 

‘Finance is used 
to dealing with future 
scenarios, so let’s adopt that 
approach for customers. 
That collaboration may 
help the marketers get the 
resource to do it.’

However, Fader says 
that in other organisations 
marketers are frustrated: 
‘They see customers 
as assets but, because 
customer value does not 
always appear on the 
balance sheet, sometimes 

finance dismisses that 
idea. I want everyone to see 
customers as tangible assets 
on the balance sheets. I 
want investors to demand 
customer-oriented numbers 
to judge how good a firm is.’

Barton agrees with 
Easeman that it is just as 
important to think about 
retaining customers as 
acquiring new ones. She 
points to the vast research 
now available showing 
that customer disloyalty 
is at an all-time high. 
‘Think seriously about your 
acquisition and retention 
strategy,’ she says. ‘What is 
the value case for retention 
versus acquisition and 
are you balancing funding 
across those two? In the 
US, we estimated there is 
$1.3 trillion of  revenue up 
for grabs across the whole 
US economy because of  
customer disloyalty.

‘The board must 
discuss metrics that 
describe customer loyalty, 

satisfaction and the ability 
to turn the customer into 
a fan with the same level 
of  importance as other 
financial indicators.’

Misleading
Keylock stresses that 
financial metrics on their 
own can be misleading. ‘As 
well as understanding the 
value of  a customer base, 
the role of  finance is to get 
into more sophisticated 
metrics about how it is doing 
with customers,’ he says. 
‘For example, a business 
may have sacrificed 
customer engagement for 
short-term sales and find 
that the loyal customer base 
starts to erode. Customer 
metrics may show you this 
before the financials do.

‘Measure things like 
loyalty segmentation. 
Attribute sales across 
segments to understand 
whether you are growing 
or retaining your loyal 
customers and moving 
people up the loyalty ladder, 
or losing loyal customers. 
Segmenting customers 
according to their needs is 
also important in this.’

Finally Shepherdson 
says finance can have a 
significant role in identifying 
the cost of  inefficiencies in 
the customer journey – for 
example, in a bank, the cost 
of  the mortgage department 
not sharing information with 
the credit card function.

‘We see cost of  sales, 
but I have never seen a 
measurement of  the cost 
of  marketing overlap 
to a customer from six 
different business units,’ 
he says. ‘Finance can 
calculate customer-oriented 
metrics in terms of  the 
relationships between 
different business lines. The 
costs are significant and an 
organisation that catches on 
to this will do well.’ ■

Tim Cooper, journalist

▌▌▌‘IT IS TOUGH FOR A MARKETING MANAGER TO 
DEAL WITH ANALYTICS AND FORECASTS, SO THEY 
SHOULD COLLABORATE WITH FINANCE ON METRICS’
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The purpose of the 
statement of profit or 
loss and other 
comprehensive 
income (OCI) 
is to show an 
entity’s financial 
performance in a 
way that is useful 
to a wide range of 
users so they may 
attempt to assess 
the future net cash 
inflows of an entity. 
The statement should be 
classified and aggregated 
in a manner that makes 
it understandable and 
comparable.

International Financial 
Reporting Standards (IFRS) 
currently require that the 
statement be presented as 
either one statement, being 
a combined statement of  
profit or loss and other 
comprehensive income, 
or two statements, being 
the statement of  profit or 
loss and the statement 
of  other comprehensive 
income. An entity has to 
show separately in OCI, 
those items which would 
be reclassified (recycled) 
to profit or loss and those 
items which would never 

be reclassified (recycled) to 
profit or loss. The related 
tax effects have to be 
allocated to these sections.

Profit or loss includes all 
items of  income or expense 
(including reclassification 
adjustments) except 

those items 
of  income or 
expense that are 
recognised in OCI as 
required or permitted 
by IFRS. Reclassification 
adjustments are amounts 
recycled to profit or loss 
in the current period that 
were recognised in OCI 
in the current or previous 
periods. An example of  
items recognised in OCI that 
may be reclassified to profit 
or loss are foreign currency 
gains on the disposal of  

a foreign operation and 
realised gains or losses on 
cashflow hedges. Those 
items that may not be 
reclassified are changes in 
a revaluation surplus under 
IAS 16, Property, Plant and 
Equipment, and actuarial 

gains and 
losses on a 
defined benefit  
plan under IAS 19,  
Employee Benefits.

However, there is a 
general lack of  agreement 
about which items should be 
presented in profit or loss 

and in OCI. The interaction 
between profit or loss and 
OCI is unclear, especially 
the notion of  reclassification 
and when or which OCI 
items should be reclassified. 

A common 
misunderstanding is 

that the distinction is 
based on realised versus 
unrealised gains. This lack 
of  a consistent basis for 
determining how items 
should be presented has 
led to an inconsistent use 
of  OCI in IFRS. It may be 
difficult to deal with OCI on 
a conceptual level since the 
International Accounting 
Standards Board (IASB) is 
finding it difficult to find 
a sound conceptual basis. 
However, there is urgent 
need for some guidance 
around this issue.

Opinions vary, but there 
is a feeling that OCI has 
become a ‘dumping ground’ 
for anything controversial 
because of  a lack of  clear » 

Profit, loss and OCI
Graham Holt explains what differentiates profit or loss from other 
comprehensive income and where items should be presented

▌▌▌THE LACK OF A CONSISTENT BASIS FOR 
DETERMINING HOW ITEMS SHOULD BE PRESENTED  
HAS LED TO AN INCONSISTENT USE OF OCI IN IFRS
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definition of  what should be 
included in the statement. 
Many users are thought to 
ignore OCI as the changes 
reported are not caused by 
the operating flows used for 
predictive purposes.

Financial performance 
is not defined in the 
Conceptual Framework, but 
could be viewed as reflecting 
the value the entity has 
generated in the period 
and this can be assessed 
from other elements of  the 
financial statements and 
not just the statement of  
comprehensive income. 
Examples would be the 
statement of  cashflows 
and disclosures relating 
to operating segments. 
The presentation in profit 
or loss and OCI should 
allow a user to depict 
financial performance, 
including the amount, 
timing and uncertainty 
of  the entity’s future net 
cash inflows and how 
efficiently and effectively 
the entity’s management 
have discharged their duties 
regarding the resources of  
the entity.

There are several 
arguments for and 
against reclassification. If  
reclassification ceased, there 
would be no need to define 
profit or loss, or any other 
total or subtotal in profit or 
loss, and any presentation 
decisions can be left to 
specific IFRSs. It is argued 
that reclassification protects 
the integrity of  profit or 
loss and provides users with 
relevant information about 
a transaction that occurred 
in the period. Additionally, it 
can improve comparability 
where IFRS permits similar 
items to be recognised in 
either profit or loss or OCI.

Those against 
reclassification argue that 
the recycled amounts 
add to the complexity of  
financial reporting, may lead 
to earnings management, 

effect on the business is an 
incorrect one.

The discussion paper 
on the Conceptual 
Framework considers three 
approaches to profit or loss 
and reclassification. The 
first approach prohibits 
reclassification. The other 
approaches, the narrow and 
broad approaches, require 
or permit reclassification. 
The narrow approach 
allows recognition 
in OCI for bridging 
items or mismatched 
remeasurements, while 
the broad approach 
has an additional 
category of  ‘transitory 
measurements’ (for 
example, remeasurement of  
a defined benefit obligation), 
which would allow the 
IASB greater flexibility. 
The narrow approach 
significantly restricts the 
types of  items that would be 
eligible to be presented in 

and the reclassification 
adjustments may not meet 
the definitions of  income 
or expense in the period as 
the change in the asset or 
liability may have occurred 
in a previous period.

The original logic 
for OCI was that it kept 
income-relevant items that 
possessed low reliability 
from contaminating the 
earnings number. Markets 
rely on profit or loss and 
it is widely used. The OCI 
figure is crucial because 
it can distort common 
valuation techniques used 
by investors, such as the 
price/earnings ratio. Thus, 
profit or loss needs to 
contain all information 
relevant to investors. Misuse 
of  OCI would undermine 
the credibility of  net 
income. The use of  OCI 
as a temporary holding 
for cashflow hedging 
instruments and foreign 

▌▌▌THE LOGIC FOR OCI WAS THAT IT KEPT INCOME-
RELEVANT ITEMS THAT POSSESSED LOW RELIABILITY 
FROM CONTAMINATING THE EARNINGS NUMBER

currency translation is  
non-controversial. 

However, other 
treatments such as the 
policy of  IFRS 9 to allow 
value changes in equity 
investments to go through 
OCI, are not accepted 
universally. 

US GAAP will require 
value changes in all equity 
investments to go through 
profit or loss. Accounting 
for actuarial gains and 
losses on defined benefit 
schemes are presented 
through OCI and certain 
large US corporations have 
been hit hard with the losses 
incurred on these schemes. 
The presentation of  these 
items in OCI would have 
made no difference to the 
ultimate settled liability, but 
if  they had been presented 
in profit or loss the problem 
may have been dealt with 
earlier. An assumption that 
an unrealised loss has little 
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OCI and gives the IASB little 
discretion when developing 
or amending IFRSs.

A bridging item arises 
where the IASB determines 
that the statement of  
comprehensive income 
would communicate more 
relevant information about 
financial performance if  
profit or loss reflected a 
different measurement 
basis from that reflected in 
the statement of  financial 
position. For example, 
if  a debt instrument is 
measured at fair value in 
the statement of  financial 
position, but is recognised 
in profit or loss using 
amortised cost, then 
amounts previously reported 
in OCI should be reclassified 
into profit or loss on 
impairment or disposal of  
the debt instrument. 

The IASB argues that 
this is consistent with 
the amounts that would 
be recognised in profit or 
loss if  the debt instrument 
were to be measured at 
amortised cost.

A mismatched 
remeasurement arises 
where an item of  income or 
expense represents an 
economic phenomenon 
so incompletely that 
presenting that item 
in profit or loss would 
provide information that has 
little relevance in assessing 
the entity’s financial 
performance. An example 
of  this is when a derivative 
is used to hedge a forecast 
transaction; changes in the 
fair value of  the derivative 
may arise before the 
income or expense 
resulting from the 
forecast transaction. 
The argument is that 
before the results of  
the derivative and the 
hedged item can be 
matched together, any 
gains or losses resulting 
from the remeasurement 
of  the derivative, to the 

realisation in the short/
long-term or outside 
management control) are 
difficult to distil into a set of  
principles.

Therefore, the IASB 
is suggesting two broad 
principles, namely: 
1 Profit or loss provides 

the primary source of  
information about the 
return an entity has 
made on its economic 
resources in a period. 

2 To support profit or loss, 
OCI should only be used 
if  it makes profit or loss 
more relevant.

The IASB feels that changes 
in cost-based measures 
and gains or losses 

resulting from initial 
recognition should 

not be presented 
in OCI and that 
the results of  

transactions, 
consumption and 

impairments of  assets 
and fulfilment of  liabilities 

should be recognised in 
profit or loss in the period 
in which they occur. As 
a performance measure, 
profit or loss is more used, 
although there are a number 

of  other performance 
measures derived from 
the statement of  profit 
or loss and OCI. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 

economics department 
at Manchester 
Metropolitan 
University 
Business School

FOR MORE INFORMATION:

Speech by Hans Hoogervorst: ‘Defining Profit or Loss and 
OCI... can it be done?’:  http://tinyurl.com/orl28bf

extent that the hedge is 
effective and qualifies 
for hedge accounting, 
should be reported in OCI. 
Subsequently those gains 
or losses are reclassified 
into profit or loss when the 
forecast transaction affects 
profit or loss. This allows 
users to see the results of  
the hedging relationship.

The IASB’s preliminary 
view is that any requirement 
to present a profit or loss 
total or subtotal could 
also result in some items 
being reclassified. The 
commonly suggested 
attributes for differentiation 
between profit or loss and 
OCI (realised/unrealised, 
frequency of  occurrence, 
operating/non-
operating, 
measurement 
certainty/
uncertainty, 
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in the total level of  
members’ shares and 
deposits from 2009 
to 2013. If  the CU 
only paid a dividend 
in two or less of  the 
last five years, then 
shares and deposits 
decreased by 20% 
in the same period.

* Half  of  all CUs 
are now subject 
to some form 
of  lending 
restrictions by 
Central Bureau of  
Investigation (CBI).

* 10% of  all CUs have 
a restriction, which 
limits the total amount 
of  lending within the 
month and 40% of  all 
CUs have a restriction 
on commercial lending 
activity. The greater 
than nine-week loan 
delinquency rate was 
22% in CUs with 
lending restrictions and 
13% in those without 
restrictions. 

See www.centralbank.ie for 
more details.

There is one exception to 
the difficult news emanating 
from the sector. It appears 
that CUs have a group 
life policy attaching 
to loans. The purpose 
of  the policy is to 

1 REGISTRAR OF CREDIT 
UNIONS ADDRESS
The registrar of  credit 
unions, Sharon Donnery, 
recently spoke at the 
Credit Union Development 
Association (CUDA) AGM. 
The credit union (CU) 
movement is having a 
difficult time of  late. Some 
interesting statistics about 
the sector were outlined in 
the registrar’s address:

* As of  September 2013, 
the total assets of  the 
sector were just below 
€14bn.

* Loans to members have 
decreased by 11% from 
2012 to 2013.

* Loans to members 
currently stand at 
€4.5bn. 

* The sector average loan-
to-asset ratio is 33%.

* Total interest income 
peaked in the sector in 
2009 at circa €600m, 
reducing to circa €360m 
in 2013.

* Average loan arrears at 
30 September 2013 were 
19%, but 47 CUs have 
arrears in excess of  30%.

* The average dividend paid 
for 2013 was below 1%.

* If  a dividend was paid by 
a CU in at least three of  
the last five years, there 
was a minimal reduction 

Technically speaking
Aidan Clifford rounds up some recent changes that accountants need to be aware of 
including a new compliance code for PAYE taxpayers and audit reports update

IN THIS ARTICLE
1 The registrar of credit unions State of  the sector 

address 
2 Companies Act and ISA 720 changes Audit reports 

update
3 PAYE taxpayers Compliance code published
4 FRC e-newsletter Second edition available
5 Receivership and directors Duties and 

responsibilities

allow the CU to write off  
the remaining balance of  
any loan in the event of  
the death of  the borrower. 
The premium is absorbed 
by the credit union and not 
charged to the borrower. 

It has been reported in 
the news that because 
the loan is secured by 
a life policy it may 
not be written off  in 
a debt settlement 
arrangement, 
although it sounds 
more like insurance 
to me than 
security. However, 
the standard loan 
application form 
for a CU secures 
the loan against the 

member’s deposits/
shares. This means 

that all of  the CU loans 
are in fact ‘secured’ 

although the security may 
be a lot less than the loan. 
Having the loans ‘secured’ 
may place the credit 
unions well ahead of  most 
creditors when it comes to 
a settlement under personal 
insolvency. 

See http://tinyurl.com/
donnery for more details.

2 AUDIT REPORTS 
CHANGE 
If  you have already 
efficiently implemented 
Bulletin 1(I) for accounting 
periods beginning on or 
after 1 October 2012, 
unfortunately the Financial 
Reporting Council (FRC) 
has issued a few minor 
tweaks to the audit report 
wording, amending a select 
number of  paragraphs of  
Bulletin 1(I). For companies 
applying the UK Corporate 
Governance Code (usually 
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quoted companies) there are 
some substantial changes: 

* Change the Companies 
Act designation from 
2012 to 2013 in all of  
the locations where it 
occurs.

* Add additional explanation 
to the text of  the ‘scope of  
the audit of  the financial 
statements’ paragraph 
at the end of  the second 
last sentence after the 
words ‘inconsistencies 
with the audited financial 
statements’. The following 
should be added to the 
sentence: ‘and to identify 
any information that is 
apparently materially 
incorrect based on, or 
materially inconsistent 
with, the knowledge 
acquired by us in the 
course of  performing the 
audit.’

Also, Practice Note 14: The 
audit of housing associations 
in the UK has also just been 
issued. See www.frc.org.uk 
for more details.  

3 NEW PAYE 
COMPLIANCE CODE 
Revenue has published a 
compliance code for PAYE 
taxpayers which describes 
Revenue’s PAYE compliance 
programme and explains 
in detail the nature and 
scope of  PAYE compliance 
interventions. It also advises 
PAYE taxpayers of  how 
they can regularise their 
tax affairs should there be 

any errors or omissions. 
For the occasional tax 
adviser, the document also 
sets out the €3,000 fixed 
penalty arrangements for 
any person who knowingly 
or carelessly assists another 
to make or deliver to the 

Revenue Commissioners 
any incorrect statement 
or declaration. See www.
revenue.ie for more details.

4 FINANCIAL 
REPORTING 
E-NEWSLETTER 
The FRC has published the 
second of  its new quarterly 
e-newsletters on financial 
reporting, Setting the 
Standard. The October 2013 
– February 2014 edition can 
be found at www.frc.org.uk 
for more information.

5 RECEIVER AND 
DIRECTOR DUTIES 
A receiver is not an officer 
of  a company and is only 
appointed over the relevant 
property of  the company. A 
receiver has no authority to 
engage statutory auditors, 
sign financial statements, 
or make statutory filings 
with Companies Registration 
Office (CRO) on behalf  

of  a company including 
annual returns or to change 
a registered office of  a 
company. 

Where a receiver has 
effective control over the 
company’s funds by virtue 
of  their appointment, some 

directors have assumed 
that they cease to have 
responsibility to appoint 
auditors and file in CRO; this 
assumption is incorrect.  

The appointment (and 
remuneration) of  an auditor 
and filing of  accounts and 
annual returns is a matter 
for the directors and while 
it would be a mean judge 
who would restrict a director 
for non-compliance in 
these circumstances, it is a 
possibility, notwithstanding 
the lack of  access to 
company funds to pay the 
auditor and filing fees.  
Non-attendance to the 
company’s secretarial 
responsibilities will also 
affect the viability of  any 
remaining business.  

However, the receiver has 
an interest in keeping the 
CRO filing up to date and 
will usually cooperate with 
the directors in releasing 
funds to allow an audit to 

be performed and to file 
annual returns in CRO.  
Failure to file in CRO could 
delay transfer of  title to the 
property under receivership. 

For some, an alternative 
to filing annual returns 
(and an associated audit) 

in these circumstances is 
to place the company into 
liquidation (in addition to 
the receivership); this action 
terminates the directors’ 
annual return CRO filing 
responsibilities. 

Statutory filings should 
be signed by a director or 
secretary of  the company, 
or, where the company is in 
liquidation, by the liquidator 
of  the company. 

The only exception to this 
is NAMA-appointed receivers 
– ‘statutory receivers’. 
Under the NAMA legislation, 
statutory receivers have been 
given power to notify CRO of  
a change in the registered 
office of  any company over 
whose property he/she has 
been appointed as statutory 
receiver. ■

Aidan Clifford is advisory 
service manager, ACCA 
Ireland. Email aidan.
clifford@accaglobal.com

▌▌▌SOME DIRECTORS HAVE ASSUMED THAT THEY 
CEASE TO HAVE RESPONSIBILITY TO APPOINT AUDITORS 
AND FILE IN CRO; THIS ASSUMPTION IS INCORRECT
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▌▌▌FROM 1 JANUARY 2015 NEW VAT RULES WILL 
APPLY TO SUPPLIES OF TELECOMMUNICATIONS, 
BROADCASTING AND ELECTRONICALLY SUPPLIED 
SERVICES TO PRIVATE CONSUMERS 

Tax – an update

1 Revenue compliance campaign
2 VAT 2015 changes
3 Mini One Stop Shop (MOSS)
4 Transfer pricing documentation 

IN THIS ARTICLE:

1 LOCAL PROPERTY TAX
Revenue has announced that 
it will begin a nationwide 
local property tax (LPT) 
and household charge 
compliance campaign. The 
campaign will have four 
main areas of  focus: 

* property owners who 
have not paid/filed LPT

* outstanding household 
charge liabilities

* properties that appear to 
be under-valued 

* LPT exemption claims.
Revenue announced in 
February that it is giving 

property owners a final 
opportunity to regularise 
their LPT affairs before the 
campaign commences. 
Property owners who pay 
any outstanding LPT and 
household charge before 
31 March 2014 will not be 
subject to interest, penalties 
and mandatory deductions 
from wages/pension. 

If  the payments are not 
made by this date, penalties 
will apply and interest 
will be charged from the 
date that the payment was 
originally due. Revenue may 

operation on 1 January 2015. 
The aim of  the scheme is to 
enable a business to account 
for VAT on all EBT supplies 
to EU private customers 
through one VAT return. This 
can prevent the requirement 
to separately register for 
VAT and file returns in each 
member state in which it has 
private customers. 

A business can register 
for MOSS in the member 
state in which it has its main 
establishment. If  its main 
establishment is located 
outside of  the EU, it can 
register for MOSS in any 
member state in which it has 
a permanent establishment. 
If  the business has no fixed 
location in the EU, it can 
elect to register for a similar 
‘non-Union’ MOSS scheme in 
any EU member state. 

The country in which the 
business registers for MOSS 
is known as the ‘member 
state of  identification’. The 
MOSS scheme is optional for 
businesses but if  a business 
chooses to register for the 
scheme, it must apply the 
scheme for all relevant 
supplies made to EU private 
customers. 

In practice, under the 
scheme, a business that 
is registered for MOSS 
electronically submits 
quarterly MOSS VAT returns 
detailing supplies of  EBT 
services to private customers 
in other member states and 
the amount of  VAT due. 

These returns, along 
with the VAT paid, are then 
transmitted by the Revenue 
authority in the member 
state of  identification to 
the relevant other member 
states. The MOSS VAT 
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The Irish Tax Institute rounds up some of the changes that practitioners need to know about 
in order to be completely up to date

also refuse to issue tax 
clearance certificates if  LPT 
or household charge is in 
arrears. 

Taxpayers can use the 
online LPT system to check 
whether Revenue records 
indicate that they are in 
arrears in relation to LPT/
household charge. Where  
a property has been under-
valued for LPT purposes, 
taxpayers can use the  
online system to amend  
the property record to 
increase the valuation band 
that applies.

Revenue has issued 
190,000 reminder letters 
to taxpayers and has taken 
mandatory deductions 
from wages/pensions of  
taxpayers in 29,000 cases. 
Approximately 3,500 
tax clearance certificate 
applications have been 
refused and an income tax 
surcharge due to failure to 
file LPT returns has been 
applied on 6,700 occasions. 

2 VAT 2015 
Revenue has published 
Tax Briefing 02/2014 

highlighting important 
changes to EU VAT place-
of-supply rules from 1 
January 2015. From 
this date, new VAT rules 
will apply to supplies 
of  telecommunications, 
broadcasting and 
electronically supplied 
services (EBT services) to 
private consumers (B2C 
supplies). Currently, when 
these services are supplied 
by an EU supplier to a 
private customer in the EU, 
the place of  supply is the 
place where that supplier is 
located. 

Place of  supply in 
respect of  all supplies of  
EBT services to private 
consumers will be the place 
where the consumer resides. 
This means that the VAT 
on such supplies will be 

chargeable at the VAT rate 
which applies in the member 
state where the consumer 
resides. The supplier will 
have to account for VAT 
in that member state. 
This is a major change 
for businesses supplying 
EBT services to private 
customers. 

3 MINI ONE STOP SHOP 
To simplify the filing 
obligations of  EBT services, 
a new special scheme known 
as the Mini One Stop Shop 
(MOSS) will come into 



return is in addition to the 
standard regular VAT, which 
the business currently 
submits.

Businesses will be 
able to register for 
MOSS with effect from 
1 October 2014. Revenue 
is currently developing this 
system for use in Ireland, 
which will be accessible 
through Revenue online 
service (ROS). In advance 
of  the changes, businesses 
should consider a number 
of  important issues, 
including:

* whether any of  its 
supplies fall within 
the definition of  
telecommunications, 
broadcasting and 
electronically supplied 
services

* the potential economic 
impact of  charging 
different VAT rates to 
private customers in 
different countries

* how it will identify 
and keep sufficient 
information about its 

customers to apply the 
correct VAT treatment

* whether the business’s 
billing, accounting and 
IT systems may need to 
be updated.

Businesses whose main 
establishment is located 
outside of  the EU may be 
able to choose the member 
state in which it registers 
for MOSS. 

The Irish MOSS system 
is at an advanced stage and 
we have been assured by the 
Irish Revenue that the Irish 
system will be operational 
in time. Choosing to register 
for MOSS in Ireland could 
be an attractive option for 
such businesses and would 

also benefit the 
Irish Exchequer.

In addition to Revenue 
tax briefing, the European 
Commission has published 
detailed guidance on the 
VAT 2015 changes which 
can be accessed on the 
Commission website. 

4 TRANSFER PRICING 
DOCUMENTATION 
In February, the Organisation 
for Economic Co-operation 
and Development (OECD) 
issued a discussion draft 
on proposed changes 
to transfer pricing 
documentation. The 
proposals included the 
addition of  a country- by-

country reporting 
requirement. 

Action 13 of  the OECD 
base erosion and profit 
shifting (BEPS) action plan 
called for the publication 
of  these proposals, which 
would overhaul the level 
and type of  information 
which taxpayers would be 
required to compile under 
transfer pricing rules. A 
public consultation hearing 
on the proposals will be 
held in May 2014 before the 
final report is published in 
September 2014. 

A number of  additional 
discussion drafts will be 
published by the OECD in 
March and April 2014. These 
discussion drafts will cover 
important issues to include: 

* taxation of  the digital 
economy

* measures to prevent tax 
treaty abuse. ■

Cora O’Brien is director of 
technical services, Irish Tax 
Institute. Email
cobrien@taxinstitute.ie

55TAX | TECHNICAL

ACCOUNTING AND BUSINESS

mailto:cobrien@taxinstitute.ie


CORPORATION TAX
21 April
Return and final payment 
for accounting periods 
ended 31 July 2013. (ROS 
extension to 23 April 2014.)

CORPORATION TAX
21 April
Preliminary tax for 
accounting periods ending 
31 May 2014. (ROS 
extension to 23 April 2014.)

CORPORATION TAX
21 April
First instalment of  
preliminary tax for ‘large’ 
companies for accounting 
periods ending 31 October 
2014. (ROS extension to 23 
April 2014.)

FORM 46G – RETURN 
OF THIRD PARTY 
INFORMATION
30 April
Form 46G for accounting 
periods ended 31  
July 2013.

GENERAL

PAYE
14 May
P30 monthly return  
and payment for April  
2014. (ROS extension to  
23 May 2014.)

PSWT
14 May
F30 monthly return and 
payment for April 2014. 
(ROS extension to  
23 May 2014.)

GENERAL

PAYE
14 March
P30 monthly return and 
payment for February  
2014. (ROS extension to  
23 March 2014.)

GENERAL

MANDATORY REPORTING
7 April
Where applicable, quarterly 
return of  client lists for 
period to 31 March 2014.

PAYE
14 April
P30 monthly return  
and payment for March 
2014. (ROS extension to  
23 April 2014.)

PAYE
14 April
P30 return and payment for 
calendar quarter ended 31 
March 2014. (ROS extension 
to 23 April 2014.)

PWST
14 April
F30 monthly return  
and payment for March 
2014. (ROS extension to  
23 April 2014.)

COMPANIES

DIVIDEND WITHOLDING 
TAX
14 April
Return and payment of  DWT 
for distributions in March 
2014.

VAT
19 May
Bi-monthly VAT3 return 
and payment for the period 
March/April 2014. (ROS 
extension to 23 May 2014.)

VAT
19 May
Four-monthly VAT3 return 
and payment for the 
accounting period January-
April 2014. (ROS extension 
to 23 May 2014.)

COMPANIES

DIVIDEND 
WITHHOLDING TAX
14 May
Return and payment of   
DWT for distributions in 
April 2014

CORPORATION TAX
21 May
Return and final payment for 
accounting periods ended 
31 August 2013. (ROS 
extension to 23 May 2014.)

CORPORATION TAX
21 May
Preliminary tax for 
accounting periods ending 
30 June 2014. (ROS 
extension to 23 May 2014.)

CORPORATION TAX
21 May
First instalment of  
preliminary tax for ‘large’ 
companies for accounting 
periods ending 30 November 
2013. (ROS extension to 23 
May 2014.)

FORM 46G – RETURN 
OF THIRD PARTY 
INFORMATION
31 May
Form 46G for accounting 
periods ended 31  
August 2013. ■

Note: Revenue’s online 
system (ROS) for 
registration of contracts 
under the Home Renovation 
Incentive is expected to be 
launched in April 2014. 
Details of qualifying works 
and payments received 
must be submitted by 
contractors within 28 days 
of the system ‘going live’.

Information supplied by the 
Irish Tax Institute

Disclaimer: This is a 
calendar of the main tax 
compliance deadlines but 
is not intended to be an 
exhaustive list. While every 
effort has been made to 
ensure the accuracy of this 
information, the Irish Tax 
Institute does not accept 
any responsibility for loss 
or damage occasioned 
by any person acting, or 
refraining from acting, as a 
result of this material. 

Tax diary
Some important dates and deadlines for financial professionals 
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claim the Employment 
Allowance and you should 
select the appropriate 
response. Alternatively, the 
Employment Allowance 
can be claimed through 
the 2014-15 version of  the 
Basic PAYE Tools. 

‘Employers exempt from 
filing online can claim the 
Employment Allowance by 
using the paper EPS from 
April 2014. Instructions for 
this have been included in 
the guidance provided to all 
exempt employers. 

‘The Employment 
Allowance will be offset 
against payments of  
employer Class 1 NICs when 
they are due to be paid, until 
the full £2,000 Employment 
Allowance is used up or the 
tax year ends, whichever 
is soonest.’

The Employment 
Allowance will be delivered 
through standard payroll 
software and HMRC’s 
real-time information (RTI) 
system. It is intended 
that the system will be 
simple to administer, with 
employers notifying their 
eligibility through normal 
PAYE processes.

TAX INFORMATION
HMRC business and agent 
content is gradually being 
transferred to the Gov.
UK site. If  you use the site 
you may wish to link to the 
transition blog which  
informs businesses and 
agents about content, tools 
and other information 
that has been, or will 
be, transferred. You can 
also comment. 

You can find the blog at 
https://hmrctransition.
blog.gov.uk You can also 

TAX

PERSONAL ALLOWANCE
It is one year away but, from 
6 April 2015, a spouse/civil 
partner who is not liable to 
income tax will be entitled 
to transfer £1,000 of  their 
personal allowance to their 
spouse/civil partner provided 
that the recipient of  the 
transfer is not liable to income 
tax above the basic rate. 

More at http://tinyurl.
com/tax-transfer

NI £2,000 SET-OFF
All business and charities 
will be eligible for a new 
£2,000 Employment 
Allowance to set off  
against their employers’ 
(secondary) national 
insurance contributions. 

The allowance is not 
available for:

*  anyone who employs 
someone for personal, 
household or domestic 
affairs – for example, a 
nanny, au pair, chauffeur, 
gardener or care 
support worker; 

*  employers already 
claiming through a 
connected business 
or charity; 

*  public authorities; 

*  employers who carry out 
functions either wholly 
or mainly of  a public 
nature, unless they have 
charitable status. 

Service companies are not 
able to claim in respect 
of  deemed payments of  
employment income. 

HMRC has stated: ‘Your 
software, if  it has the ability 
to submit an Employment 
Payment Summary (EPS), 
should require you to 
specify if  you wish to 

find a tax agent blog at 
https://taxagents.blog. 
gov.uk

TAX CREDIT APPEALS
The Tax Credits Act 2002 is 
amended by Tax Credit Late 
Appeals Order as follows:

‘(2) After section 39 
(exercise of  right of  appeal) 
insert – 

39A. (1) The 
Commissioners for Her 
Majesty’s Revenue and 
Customs may treat a late 
appeal under section 38 

as made in time where 
the conditions specified in 
subsections (2) to (6) are 
satisfied, except that the 
Commissioners may not do 
so in the case of  an appeal 
made more than one year 
after the expiration of  the 
time (original or extended) 
for appealing.’

Subsections (2) to (6) set 
out the conditions that apply 
for appeals made on or after 
April 2013. 

More at www.accaglobal.
com/advisory

NI tax update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly round-up  
of the latest developments in tax of interest to Northern Ireland practitioners

BUDGET
The Budget was due to take place on 19 March after 
this edition of Accounting and Business went to 
press. ACCA’s Budget newsletter and guidance can 
be seen at www.accaglobal.com/advisory  

▼ IN THE SPOTLIGHT
Chancellor of the exchequer George Osborne 
unveiled the Budget on 19 March 
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the demands of  commercial 
reality and corporate 
social responsibility. They 
need to build profitable, 
sustainable businesses 
while understanding that 
the social responsibility 
profile of  large companies is 
increasingly identified with 
their attitude to tax. Overly 
aggressive approaches 
to the minimisation of  
tax liabilities are not well 
received. 

Walking this tightrope 
is complicated by the 
complexities of  accounting 
and tax concepts, and 
their interaction with 
modern business practices, 
particularly internet-
based activity. Business 
transactions can often be 

Businesses are being pulled 
in opposite directions over 
corporate tax. On the one 
hand, directors have a duty 
to act in the best interests 
of shareholders, which is 
traditionally interpreted 
as maximising returns to 
them and keeping down 
costs, including tax costs. 
On the other hand, society 
expects businesses to pay 
a ‘fair’ share of taxes, not 
least to help restore public 
finances in the wake of 
the global financial crisis. 
Governments around the 
world are looking harder at 
how much tax companies 
pay and whether that is in 
line with their profits. 

Business leaders 
therefore have to balance 

interpreted in ways that 
result in very different tax 
outcomes. The difficulty 
businesses face in working 
out whether a particular 
position reflects the law 
is exacerbated by the way 
governments increasingly 
try to blur the boundaries of  
acceptable behaviour.

The tax environment is 
complicated yet further by 
the fact that businesses are 
increasingly global while tax 
authorities are national. 

Corporate response
Boards need to view their 
tax obligations as part of  
the process of  building 
a sustainable business. 
They should not pursue 
aggressive tax avoidance 

– artificial arrangements 
with no clear purpose 
other than to avoid tax 
by complicated schemes. 
Although companies have 
a commercial imperative to 
maximise profits, they also 
have a wider responsibility 
to be good corporate 
citizens. Some approaches 
to tax may be technically 
legal, but may not be widely 
viewed as ethical. Decisions 
on tax policies need to be 
taken in the broad strategic 
context of  what is best for 
the business in terms of  
sustaining its long-term 
value – and this includes 
issues of  public perception.

Greater transparency 
on how decisions on tax 
are made would also be 

Tax and trust
Taxation of corporates is in the good citizenship spotlight, says ACCA’s  
Chas Roy-Chowdhury, and the accountancy profession must respond accordingly
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whether taxable profits can 
be allocated to locations 
other than those where 

the business activity takes 
place. The challenges 
raised by the digital 
economy are specifically 
being addressed. OECD 
members and G20 countries 
are participating in devising 
a workable tax system for 
global companies.

Whatever the outcome of  
this project, policymakers 
should aim to develop tax 

‘PART OF A WIDER DISCUSSION’
‘Tax is very often discussed in the abstract from 
wider company policies. It can also become a 
very complicated debate, based on technical 
discussions around interpretations of tax law.

‘And of  course it can be emotive, based on 
perceptions of  what is a fair contribution. But 
taxation of  corporates should be seen as part of  a 
wider discussion on the economic value companies 
bring. In this world, companies have a purpose and 
a mandate to provide goods and services for their 
customers and by doing so create long-term value 
for society, their employees, themselves and their 
shareholders. But how they do this should reflect 
their remit to be good citizens and bring a wider  
value to society. Their approach to tax should be 
part of  an overall strategy to enhance social and 
other capitals, taking into account the need to 
maximise financial capital. 

‘This means we should see tax alongside other 
meaningful contributions to society – employment, 
intellectual capital, a good environmental record, 
fair prices, etc. Boards of  directors should ensure 
their tax policies are consistent with the values and 
reputation the company wishes to embody. We also 
need to ensure professional standards and ethics 
in accountancy keep pace with developments in 
tax practices. Business also needs to partner with 
policymakers so tax laws help to sustain a  
business-friendly and competitive international 
economy while working for today’s global  
business models.’
Tom Duffy FCCA, partner, Affecton, and chair, ACCA 
Global Forum for Taxation

laws that are clear, simple 
and certain. Businesses 
need certainty to plan 
future business activity. Tax 
laws that require extensive 
judicial interpretation are 
unpopular with businesses 
and advisers alike. 
Taxpayers also have rights, 
which must be recognised 
and respected.

Above all, the tax laws 
need to reflect the ethical 
framework that society 
wishes to have in place. 
Without this starting point, 
generating fair corporate 
tax revenues and rebuilding 
public trust will remain 
unachievable goals. ■

Chas Roy-Chowdhury FCCA 
is head of tax at ACCA

▌▌▌BUSINESS LEADERS NEED TO UNDERSTAND THAT 
THEIR SOCIAL RESPONSIBILITY PROFILE IS INCREASINGLY 
IDENTIFIED WITH THEIR ATTITUDE TO TAX

useful. It could help defend 
corporate reputations from 
attack, while educating 
stakeholders, including 
the general public, in the 
complexities that surround 
corporate tax payments.

Companies could 
review the disclosures 
they make about their 
total tax contribution. 
Businesses face a range 
of  levies and taxes, direct 
and indirect, as well as 
corporate taxes. They also 
act as unpaid tax collectors, 
withholding and paying over 
significant employment 
and consumption taxes on 
behalf  of  tax authorities. 
Such activities contribute to 
the public good but are not 
widely recognised. 

Advisers’ role
As the public and press 
criticism of  businesses’ 
tax-paying record has grown, 
so their tax advisers have 
also come under scrutiny. 
Public perception is often 
that professional advisers 
must at least be complicit 
in the minimisation of  
corporate tax, and quite 
possibly the prime movers 
behind such behaviour. Tax 
advisers therefore need to 
consider their role, and 
the advice they provide to 
companies, carefully. 

Professional tax advisers 
have a duty to advise clients 
on the full range of  options 
for maximising profits. This 
recognises the fact that 
businesses are under no 
obligation to pay tax beyond 
the requirements of  the 
law. However, professionals 
also have a clear duty to 
advise their clients on the 
risks associated with any tax 

policy – including the risk 
of  reputational damage due 
to perceptions of  unethical 
behaviour. Not to do so 
could expose professional 
accountants and tax 
advisers to accusations of  
professional misconduct.

Tax advisers therefore 
need to apply their judgment 
and provide balanced advice. 
This should take account 
of  the fact that tax is a cost 
to the business that needs 
to be managed alongside 
other factors affecting 
business success or failure. 
Tax liability will affect any 
business’s profitability 
and hence its ability to 
create sustainable value for 
shareholders. Professional 
input is essential to 
ensure that tax decisions 
form part of  the overall 
strategic management of  
the organisation. 

Moving policy forward 
There is an urgent need 
for policymakers to update 
tax laws to reflect modern 
business activity. Today’s 
tax rules struggle to capture 
the substance of  economic 
activity in the calculation of  
tax liabilities. Policymakers 
should consider whether 
corporation tax can be 
made to work at all in the 
new global and digital 

business environment – or 
whether other ways of  
taxing businesses need to 
be developed. 

Policymakers in different 
countries need to co-
ordinate their efforts to 
modernise the corporate 
tax system. The OECD’s 
Action Plan on Base Erosion 
and Profit Shifting, published 
in July 2013, looks at 
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ACCA president Martin 
Turner said: ‘Council’s 
meeting is a concrete 
demonstration both of  
ACCA’s global credentials 
and its serious commitment 
to the country and the 
regions visited.’ 

ACCA Council was due 
to hold its biennial 
international meeting 
in Dubai, United Arab 
Emirates, as we went to 
press, with delegations also 
visiting Bangladesh, Oman, 
Pakistan and Sri Lanka to 
better understand how the 
accountancy profession 
is supporting growing 
economies in the Middle 
East and South Asia.

These important 
meetings will enable Council 
members to learn from 
businesses, policymakers 
and learning providers how 
the economies of  this broad 
and diverse region offer a 
wealth of  potential. 

SPECIAL ISSUE CELEBRATES REGION
To mark Council’s international meeting in the United Arab 
Emirates, a special edition of Accounting and Business 
has been produced, focusing on the three issues Council 
members will be championing during their visit: women 
in finance, the future of corporate reporting, and the value 
that ACCA members bring to the region with their skills as 
complete finance professionals. 

The publication is available at www.accaglobal.com/ab

ACCA Council meets in Dubai
The biennial international meeting puts the spotlight on opportunities for the 
accountancy profession in the region and reinforces ACCA’s commitment to it

Stuart Dunlop, 
ACCA’s director of  
MENASA region, added: 
‘The visit will reinforce 
ACCA’s commitment 
to the development of  
the Middle East and 
South Asia as a whole, 

as the region continues 
to provide significant 
employment opportunities 
for ACCA members.’

Next month’s Accounting 
and Business will include 
a full report on the 
Council meeting. ■
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director of  qualifications. 
‘ACCA has always assessed 
the Qualification, updating 
it where necessary to stay 
relevant, and will continue to 
do so.’

One of  the more 
significant structural 
changes occurred in 1998 
when ACCA launched 
computer-based exams 
(CBEs). Currently, 
seven papers within the 
Foundation-level exams 
and the Knowledge module 
(F1-F3) exams of  the ACCA 
qualification are available 
as CBEs. In 2013 alone, 
112,315 exams were taken 
by this format, and ACCA 

Since ACCA exams were 
first formalised in 1918, 
the TV, personal computer, 
mobile phone and internet 
have all appeared on the 
global landscape. As 
these have evolved, the 
same could be said of the 
ACCA Qualification, which 
has changed throughout 
the years in order to stay 
relevant, up to date and 
compliant with standards.

‘It is essential to ensure 
the ACCA Qualification 
reflects what the market 
needs in terms of  creating 
newly qualified finance 
professionals,’ explains 
Catherine Edwards, ACCA’s 

is working to transition 
more of  its exams to CBE 
to better reflect how finance 
professionals work today. 

Greater flexibility
On-demand CBE 
assessments allow for 
greater flexibility in exam 
delivery and the format 
in which questions are 
delivered is more in line with 
the candidates’ experience 
of  tasks undertaken at 
work, using IT and other 
applications. 

The F4 (Corporate and 
Business Law) examination 
will undergo significant 
changes from December 
2014, including the 
introduction of  new question 
formats for all variants, 
while the Global and English 
variants will be added to 
those available through 
CBE assessment. 

Additionally, the 
Fundamental Skills 
exams (F5-F9) will see 
format changes made 
this year. These exams 
now incorporate multiple-
choice questions (MCQs), 
allowing ACCA to assess 
the full breadth of  the 
syllabus in every exam. The 
more traditional longer, 
written, question types will 
continue to examine the key 
objectives of  the subject.

A belief  among some 
ACCA members is that the 
increase in membership 
numbers must mean that 
exams have become easier, 
and that the introduction 
of  more CBE assessment 
will only enhance this belief. 
However, the evidence 
dispels both these myths. 

The ACCA Qualification 
is placed on a number of  
education frameworks at 
Masters Level, assuring 
the standards. In reality, 
membership is increasing 
because more students 
are turning to ACCA as the 
qualification of  choice. 
Furthermore, analysis shows 
that pass rates do not vary 
significantly between CBE 
and paper-based equivalents. 

‘I think the concern most 
people have regarding CBEs 
is that they think they are 
only using MCQs; however, 
this is not the case for 
ACCA,’ says Edwards. ‘We 
are not planning to remove 
longer questions from the 
Skills exams, even though 
our analysis shows that MCQ 
format does not actually 
make the exams easier.’

As expected, ACCA has 
an established approach to 
exam development which 
will ensure maintained 
levels of  rigour across the 
qualification. A key part of  
this is the pre-testing of  
the new exam format. This 
process involves subject 
matter experts, including 
ACCA members, refining 
and calibrating questions to 
ensure the new exam formats 
remain fit-for-purpose and 
equivalent to the exams that 
are known and respected 
globally today.

The message is clear. 
The ACCA exams may evolve 
over time, but the same 
quality-assured qualification 
remains constant. ■

Alistair Gilbert is marketing 
promotions executive 
at ACCA

Promoting quality, meeting needs

The evolution of ACCA’s examination 
structure reflects changes in the 
professional, vocational and educational 
landscape, says Alistair Gilbert

FOR MORE INFORMATION:

ACCA Qualification Student Journey: 
www.accaglobal/ab69
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DUNDALK

PROTECTING PENSIONS 
- OPPORTUNITIES AND 
THREATS
2 April
18.00–20.00
Leinster Members’ Network
Sandra Rockett, Davy
Crowne Plaza
Two CPD Units

LIMERICK

BUSINESS BREAKFAST 
10 April
07.30–09.00
Business Leaders’ Forum
Patrick Purcell, Mincon 
Group
Savoy Hotel, Henry Street
Two CPD Units

NAAS

TAXATION UPDATE
29 April
18.00– 20.00
Leinster Members’ Network
Alan Lawlor, Wallace 
O’Donoghue
Osprey Hotel

SLIGO

FINANCIAL PLANNING 
FOR YOUR FUTURE
3 April
18.00–20.00
Conail Flynn, Grant Thornton
Glasshouse Hotel
Two CPD Units

WATERFORD

MANAGEMENT 
REPORTING
30 April
18.00–20.00
John Doris, Meridian 
Business Advisors
Tower Hotel
Two CPD Units ■

DUBLIN

PRACTITIONERS 
CONFERENCE 1
29 March
09.30–16.30
Practitioners Members 
Network
Various speakers
Fitzpatrick Castle Hotel, 
Killiney
Seven CPD Units 

DECISION MAKING & 
BUSINESS TURNAROUND 
STRATEGIES
9 April
09.30–16.30
Corporate Sector Training
David Smith, Consultant
Gibson Hotel, Point Village
Seven CPD Units 

PRACTICAL ISSUES 
WHEN DEALING 
WITH PROPERTY 
IN RESTRUCTURING 
PROCESSES
9 April
18.15–20.15
Leinster Members’ Network
Mick McAteer, Grant 
Thornton
Radisson Blu Royal, Golden 
Lane
Two CPD Units

RISK MANAGEMENT
16 April
09.30–16.30
Corporate Sector Training
Aidan Horan, IPA
Gibson Hotel, Point Village
Seven CPD Units

Upcoming events
ACCA Ireland runs an exciting programme of events across the country featuring 
high-profile speakers, and offering networking and CPD opportunities
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Over 100 delegates 
attended the 
International Women’s 
Day 2014 event, with an 
impressive ACCA Ireland 
line-up, including the 
newly elected president, 
Anne Keogh.■

International Women’s Day
Dr Emily O’Reilly addresses over 100 delegates at the ACCA Ireland International 
Women’s Day breakfast on 7 March, 2014, at the Westin Hotel, Dublin

◄ Dr Emily O’Reilly (European ombudsman) is keynote 
speaker at the International Women’s Day event

▲(Left to right) Deirdre Kiely 
(partner at RSM-FGS); Anne 
Keogh (president of ACCA 
Ireland) and Liz Hughes (head 
of ACCA Ireland)

◄Dr Emily O’Reilly and Dr 
Con Power FCCA
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Record exams success

A record number of 
students successfully 
completed their final ACCA 
exams in December 2013. 

Almost 195,000 
candidates took over 
357,000 papers around the 
world, with another 57,000 
students sitting computer-
based exams. 

A total of  7,980 students 
(compared with 7,700 in 
June 2013) are now able to 
take the next step to ACCA 
membership once they have 
satisfied their practical 
experience and ethics 
requirements. 

Pass rates at the 
Professional level remained 
constant overall.

Pass rates across the 
Skills module (F4 to F9) of  
the ACCA Qualification fell 
overall, although results in 
F4, Corporate and Business 
Law, improved over the 
previous session. 

Despite the slight decline 
in Skills module pass rates, 
8,455 students became 
eligible at the December 
session for ACCA’s Advanced 
Diploma in Accounting and 
Business on completion of  
their Professional Ethics 
module, which is another 
step to membership. 

Additionally, 4,833 
students achieved the 
ACCA Qualification on 
completion of  their Diploma 
in Accounting and Business 
exams or their foundation 
specialist exams. 

Alan Hatfield, ACCA 
director – learning, said: 
‘Research has shown 

In the last session of 2013, more students than ever passed 
their ACCA final exams, paving the way for full membership
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ACCA
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ABOUT 
ACCA
ACCA is the global 
body for professional 
accountants. 
We aim to offer 
business-relevant, 
first-choice 
qualifications 
to people of  
application, ability 
and ambition around 
the world who seek a 
rewarding career in 
accountancy, finance 
and management. 
We support our 
162,000 members 
and 428,000 
students throughout 
their careers, 
providing services 
through a network 
of  89 offices and 
active centres. 
www.accaglobal.com 

KALLMAN HONOURED
ACCA has recognised James Kallman, global head of 
human rights for Mazars, for his contributions to the 
industry at the ACCA Achievement Awards ceremony at 
the Four Seasons Hotel in the Indonesian capital, Jakarta.

The award recognises individuals who have made an 
outstanding contribution to developing the profession. 
The awards are based on merit and given to individuals 
whose contributions deserve global recognition and 
whose efforts reflect ACCA’s core values of  accountability, 
diversity, innovation, integrity and opportunity.

COUNTRY-SPECIFIC CONTENT
Visitors to ACCA’s 
website will be able to 
see content tailored 
to their geographic 
location as a result 
of a programme of 
improvements.

In common with 
other leading global 
organisations, ACCA’s 

website now uses technology that detects which 
country each visitor is viewing the website from, and 
presents the content most relevant to them.

Colin Watt, ACCA’s head of  web channels, said: 
‘This means you will now see one clean and consistent 
look across our website, and will benefit from 
improved layout and navigation. The changes will 
result in a faster, more reliable website.’

Visitors will be able to change their view of  the 
website by clicking on the list of  countries in the top 
right-hand corner of  the website.

The project is expected to be completed by the end 
of  April.

50%
Percentage 
of  
employers 

that consider ACCA to 
be the leading global 
accountancy body by 
reputation, influence and 
size. Find out more in our 
member benefits video 
at www.accaglobal.com/
memberbenefits

that employers are 
seeking complete finance 
professionals. Passing the 
ACCA exams and completing 
the practical experience 
requirements provides the 
marketplace with qualified 
professional accountants 
who demonstrate these 
skills and competencies.’
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