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BANKING ON IT
The banking industry in Ireland has reached some new, 
successful heights regarding the funds sector. There 
are approximately 12,500 professionals working in 
the funds industry in Ireland, servicing at least €2.5 
trillion of assets and the funds supplement in this issue 
(coverage starts on page 20) focuses on new legislation, 
dedicated corporate structures and regulatory 
requirements. We talk to industry insiders and find 

out how Irish funds are impacting the eurozone, and also how companies are 
performing on the global market.

On a less buoyant note, the floods have continued here, with many small 
businesses losing vital working hours due to storm and flood damage. Taoiseach 
Enda Kenny has said a fund of  €15m has been put in place to deal with the 
current flood damage. This is in addition to a €10m fund that is already in place. 
Damage to public amenities from successive storms in the past two months is 
estimated to have cost over €65m.

In more positive news, the Global Economic Conditions Survey (GECS) of  the 
views of  finance professionals around the world, conducted by ACCA and Institute 
of  Management Accountants (IMA), has reported that business confidence levels 
have surged in the fourth quarter of  2013 as Ireland exited the bailout. Optimism 
for Ireland’s economic future has risen to 65%, an increase of  47% from the 
previous quarter. 

The survey, which is in its fifth year, has revealed that at global level, finance 
professionals had more faith in the strength of  the wider economic recovery in the 
fourth quarter in 2013 than at any time over the last five years. Second only to 
the UAE in business confidence, Ireland remains optimistic, although investment 
fell in the same quarter, with both small and large companies looking forward to a 
successful business year in 2014.

Shauna Rahman, Ireland editor, shaunarahman@ifpmedia.com 
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▲ EU PROPERTY HOTSPOT
According to a report from the Urban Land Institute (ULI) and PwC, Dublin will be Europe’s real 
estate investment capital for 2014

▲ IRISH AWARD WIN
Kinsale Capital Management 
won the Global Equity Fund 
of the Year award at the 
EuroHedge Awards 2013
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► JUICY STAKE 
Windfall for 400,000 Irish 
investors as Vodafone returns 
stock worth $84bn (45% 
stake) to Verizon

◄ SOCIAL MEDIA 
DRINKING DISASTER
Facebook rejected calls to 
ban the ‘neknomination’ 
drinking game after two 
Irish people died

◄ MARKET CONCERN
China debt and investment 
concerns mean the worst 
start of year for major global 
markets since 1982

▼ GOOD JOB
Unemployment is now at 
12.1% in Ireland, which 
recorded the biggest fall in the 
jobless rate in the EU in 2013
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GT LAUNCHES IRISH 
BUSINESS GROUP
Grant Thornton has 
launched an Irish Business 
Group in New York, run as 
a collaboration between the 
Irish and US operations. 
The unit will assist US 
businesses interested in 
investing in Ireland and 
will also support Irish 
businesses that invest in the 
US. Dara Kelly has relocated 
from Dublin to New York to 
become the unit’s director.  

 
DELL CENTRE LAUNCH
Dell has launched a Centre 
for Entrepreneurs to support 
a rise in the rate of  business 
start-ups in Ireland. The 
centre is based on similar 
initiatives in the US and the 
UK. Technical staff  within 
Dell will provide mentoring 
and expertise, with three 
chosen start-ups given 
access to a fund of  €10m 
and use of  facilities at Dell’s 
campuses in Dublin, Cork 
and Limerick. 

 
PAYMENT CRISIS 
Irish small firms are 
being ‘strangled’ by large 
businesses continuing to 
pay them late, according to 
the Small Firms Association. 

JOIN ACCA ON LINKEDIN 
AND TWITTER
As more and more 
companies encourage their 
employees to be more social 
media savvy, ACCA Ireland 
members are connecting 
to the ACCA LinkedIn and 
Twitter sites to ‘join the 
conversation’. Members can 
actively get involved and 
access the latest news and 
updates on Twitter at 
@ACCAIreland and ‘Join 
the conversation’ at 
LinkedIn ACCA Ireland 
members group.  

PEER-TO-PEER LENDER 
A new peer-to-peer lender 
targeting Irish small firms 
has been launched. The chief  
executive of  Our Money is 
Derek Butler, once with PwC 
and more recently country 
director in Haiti with Irish 
humanitarian charity Goal. 
The chief  operating officer is 
Sean O’Riordan, formerly a 
KPMG associate director. Our 
Money is Ireland’s second 
peer-to-peer lender.

ANGLO IRISH TRIAL
The trial has begun of  the 
three former executives of  
Anglo Irish Bank – Sean 
FitzPatrick, Willie McAteer 
and Patrick Whelan – on 
charges relating to the 
allegedly illegal propping up 
of  the bank’s share price. 
The prosecution alleges the 
bank had loaned money to 
10 particular shareholders 
in order to buy extra shares 
in the bank, which would 
artificially inflate the share 
price. All deny the charges. 
The case began on 3 
February and proceedings 
are expected to last between 
five and six months.

Average payment times 
remain at 62 days, despite 
most small firms providing 
payment terms of  30 days 
or less. Some 71% of  
companies report a problem 
with late payment, a rise 
of  3% in the last year. But 
only 8% of  small firms have 
used the Late Payment in 
Commercial Transactions 
system established last 
March and one in four was 
unaware of  its existence.

TAX EVASION IN 
LAUNDERING PLANT 
A fuel laundering plant in 
Co Armagh evaded about 
£12m in taxes, according to 
HM Revenue & Customs. The 
plant at Newtownhamilton 
was raided and closed down 
in a joint operation by HMRC 
and the Police Service of  
Northern Ireland. It had the 
potential to launder over 18 
million litres of  fuel a year.  
Fuel tankers and equipment 
were seized and two men 
were questioned.

MATERNITY HOSPITAL 
CLOSES
Dublin’s Mount Carmel 
maternity hospital is to 
close after health minister 
James Reilly rejected calls 

for a government bailout. 
The minister said falling 
birth rates had undermined 
the viability of  Ireland’s only 
private maternity hospital. 
Financial support from 
NAMA had previously kept 
it open. RSM Farrell Grant 
Sparks has been appointed 
liquidator to the hospital. 
RAS Medical Group has 
expressed an interest in 
buying the facility.

DISCLOSURE MoU
The International Integrated 
Reporting Council (IIRC) 
has signed a memorandum 
of  understanding with the 
Sustainable Accounting 
Standards Board (SASB) 
to collaborate closely on 
the evolution of  corporate 
reporting and disclosures. 
SASB executive director 
Dr Jean Rogers said: ‘The 
missions of  SASB and 
the IIRC are aligned, with 
both organisations putting 
investors at the heart of  
determining materiality.’

 
EFFECTIVE DATA 
STRATEGY
The vast majority of  
executives at major 
corporations are unclear 
about how to implement 

News round-up
This month’s stories include the launch of Grant Thornton’s Irish Business Group in New 
York, new lease accountancy standard issues, and the closure of Mount Carmel Hospital

TECHNOLOGY TAKEOVER
There is a 94% probability that the work of auditors 
and other accountants will be replaced by technology 
within the next two decades, according to a report in 
The Economist. ‘Accountants may follow travel agents 
and tellers in the unemployment line as tax software 
improves,’ it said. The prediction drew on research 
from Frey and Osborne in their paper The Future of 
Employment. The only profession or trade more likely  
to be automated is that of telemarketers, according to 
the study.
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effective data and analytics 
(D&A) strategies, according 
to a report from KPMG 
Capital. The study found that 
85% of  executives regard 
the analysis of  existing data 
challenging, while 75% have 
difficulty in making decisions 
related to D&A. 

 
COMPLIANCE FEARS
Compliance with the new 
lease accounting standard 
will be very difficult for 
corporates to achieve, 
according to a Deloitte 
survey. Some 62% of  large 
companies said that IT 
system constraints were 
a significant problem, 
with 55% saying they will 
have difficulty compiling 
a complete electronic 
inventory of  real estate 
leases. Companies are also 
concerned at the effect of  
the standard on their balance 
sheets, with 58% predicting 
a significant impact.

HP AUTONOMY 
ACCUSATIONS 
Hewlett-Packard has 
restated the 2010 operating 
profits for Autonomy, 
reducing them by 81%. 
The company has passed 
allegations of  accounting 
irregularities at Autonomy 
to regulators in both the 
UK and the US. Some HP 
shareholders who claim 
HP executives failed to 
undertake adequate due 
diligence prior to the 
$11.1bn acquisition in » 

FOREIGN DIRECT INVESTMENT
Ireland’s low corporation tax rate and favourable transfer pricing rules have made it 
one of the three most successful countries in the world for attracting FDI, according 
to a study by UHY International.

Total FDI inflow 2008-2012FDI as a % of GDP

Belgium

Singapore

Ireland

Estonia

Uruguay

Croatia

Peru

Israel

Romania

Australia

us$442,255m

us$203,336m

us$92,851m

us$6,897m

us$11,139m

us$12,744m

us$42,283m

us$42,487m

us$26,458m

us$231,209m15.2%

15.6%

16.8%

21.5%

22.6%

22.7%

31.6%

44.1%

74.0%

91.4%
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would enable auditors 
to detect material 
misstatements caused by 
fraud and non-compliance 
with laws and regulations, 
says the FRC.

 
HMRC DEMANDS 
PROCEEDS UP FRONT
Users of  ‘aggressive tax 
avoidance schemes’ will 
have to remit their claimed 
tax savings to HMRC up 
front under new proposals 
the UK government says 
will be implemented this 
year. Treasury minister 
David Gauke said: ‘For 
many tax avoiders, one of  
the key attractions of  a 
scheme is not necessarily 
the actual tax saving, but 
the opportunity to retain 
the tax saving during the 
course of  the investigation 
and any subsequent legal 
challenge.’

   
RBS LENDING PROBE
Mazars and Promontory 
Financial Group have been 
appointed by the UK’s 
Financial Conduct Authority 
to investigate allegations 
of  poor practice by RBS 
in its corporate lending. A 
parallel inquiry has been 
established by RBS, which 
is being conducted by law 
firm Clifford Chance. The 
criticisms of  RBS and its 
Ulster Bank subsidiary 
were contained in a report 
by Dr Lawrence Tomlinson, 
special adviser to business 
secretary Vince Cable. RBS 

2011 have now initiated 
legal action. HP has since 
written down the value 
of  its Autonomy division 
by $8.8bn. Former senior 
executives at Autonomy 
described HP’s allegations 
as ‘completely false’.

 
EMPLOYMENT TAXES 
OUTPERFORM CT
Businesses in the UK now 
pay more in employment 
taxes than they do through 
corporation tax, a PwC 
study has found. For every 
pound UK corporations 
pay in CT they pay £2.86 
in other taxes, calculates 
PwC. National insurance 
is responsible for 27.5% 
of  businesses’ tax costs. 
Despite a decline in profits 
in 2013 compared to 2012, 
tax contributions rose 
by £500m to £77.6bn.  
However, the CT contribution 
has declined.

RISK CRITICISM
The UK’s Financial Reporting 
Council (FRC) has told 
auditors to improve their 
identification and response 
to fraud risks. The warning 
followed a review of  26 
audits conducted by the 
six largest firms in the UK, 
chosen because of  their 
public interest. An FRC 
report highlights areas 
where auditors should 
improve the quality and 
effectiveness of  their audit 
procedures. Adopting the 
specified improvements 

EU AUDIT REFORM  
Reform of the audit market within the European Union 
took another step forward when the EU’s Legal Affairs 
Committee supported the revised proposals on a 
majority vote. The proposal requires public interest 
entities to rotate audit firms at least every 10 years and 
limits auditors’ provision of non-audit services. A vote 
of the full Parliament is expected in April. The UK’s 
Competition Commission announced that it is putting on 
hold its own proposals for audit market reform given the 
progress being made at EU level. 

says that no evidence has 
been presented in support 
of  the allegations.

KPMG TAKES EQUITY 
STAKE
KPMG has launched a 
strategic partnership with 
Chelsea Apps Factory, a 
leading producer of  mobile 
apps. This is the first 
partnership to emerge from 
KPMG’s Digital Innovation 
Network, which aims to 
accelerate the expansion 
of  start-up technology 
businesses. As part of  the 
deal, KPMG is taking a 10% 
equity stake in Chelsea 
Apps Factory, with the 
equity holding potentially 
growing depending on how 
the relationship develops.

  
FRC PENSION WARNING
Companies should not 
enter into arrangements to 
turn pension obligations 
into equity instruments 
in their accounts, the 
FRC has warned. Several 
companies have done 
so by using Scottish 
limited partnerships, but 
are now addressing FRC 
regulatory enquiries. While 
these arrangements have 
improved financial solvency, 
gearing and reported 
comprehensive income, 
companies retain their 
obligations to fund pension 
deficits. The FRC’s Financial 
Reporting Review Panel 
will ordinarily conduct 
an investigation into any 

company that reclassifies 
pension liabilities as equity.

 
AUDIT CONTRACTS
Standard Chartered has 
retained KPMG as its 
auditor. PwC has been 
appointed as auditor to 
British Land following a 
competitive tender. Previous 
auditor Deloitte was 
excluded from the tender 
because of  the longevity 
of  its tenure. Vodafone has 
also put its audit out to 
tender: Deloitte has held the 
contract for 26 years.

HAASS PROPOSAL DEAL
CBI Northern Ireland has 
issued a plea to politicians 
to reach agreement to 
resolve disputes regarding 
parades, flags and the 
treatment of  the past. 
This follows publication 
of  proposals from 
Richard Haass, the talks 
intermediary. The CBI says 
failure to agree is causing 
serious damage to the 
Northern Ireland economy. 

BIG FOUR TO APPEAL
Big Four operations in 
China will be suspended 
from auditing US-listed 
companies if  a judgment 
from the Securities and 
Exchange Commission (SEC) 
is upheld on appeal. The 
firms received a six-month 
suspension for refusing to 
release audit work papers 
to the SEC, which they say 
would potentially violate 
Chinese information control 
laws. The SEC is seeking 
the papers as part of  
investigations into some 
Chinese companies. In a 
joint statement the firms 
said they would appeal the 
decision, adding: ‘In the 
meantime the firms can 
and will continue to serve 
all their clients without 
interruption.’ ■

Compiled by Paul Gosling, 
journalist
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FUNDS FUTURE
Paul Kilcullen FCCA talks about his role as Citi’s head of mutual and alternative fund 
operations, EMEA, and his view on the future of the funds industry

2004
Appointed as CCO of Invesco 

Asset Management Ireland.

2008
Joined Citi as head of Citi Mutual Fund 

Administration.

2010
Expanded role to include Luxembourg fund 
administration.

2011
Promoted to managing director.

2013
Expanded role to include EMEA Alternative 
Fund Administration.

three global innovation centres being created in Ireland in 
2005. Citi was the first financial services company to set up a 
dedicated research and development (R&D) facility in Ireland 
with government support and an investment spend of  €10m. 
The initial focus of  the centre was on developing products for 
the securities and fund services (SFS) and treasury and trade 
solutions (TTS) businesses, providing innovative solutions for 
the investment management industry.

Citi Innovation Lab
‘Building on the success of  this, and recognising the 
importance of  investing in financial innovation, Citi 
expanded the Citi Innovation Lab (CIL) and has invested over 
€60m in R&D over the past number of  years. Citi partners 
with software companies such as IBM and Microsoft to 
develop the next generation platforms for e-banking, which 
includes the development of  new technologies such as 
mobile, web and digital services. Worldlink, our flagship 
cross-border payments product, was developed and 
enhanced in the CIL. It now operates in 135 currencies 
covering 150 countries. These are just two examples of  how 
investment in technology has enabled Citi to be the front-
runner in terms of  financial innovation.’ 

Following Citi’s model, other financial services » 

A
s recent reports show, Citi has raised its growth 
forecast for the Irish economy in 2014, predicting 
a GDP growth of 2.1% for 2014 and 2.2% for 2015. 
Citi, which employs over 2,200 people at its IFSC 

base in Dublin, will celebrate its 50th anniversary in Ireland 
in 2015. It is the leading global financial services company, 
providing a range of products and services including 
corporate finance, trade services and investor services.  

Leading an extensive management team, Paul Kilcullen 
joined Citi in 2008 at the height of  the ‘economic crisis’, 
initially overseeing the integration of  the BISYS Group 
operation, which was acquired by Citi in 2007. This 
acquisition was seen as a turning point in Citi’s fund 
administration business. This then led him to the role of  
head of  funds operations for Ireland and Luxembourg – the 
two primary domiciles for the offshore funds industry – and 
he is a key figure in the ongoing expansion of  Citi’s fund 
administration business. According to Kilcullen, Citi’s role 
in the funds industry, both in Ireland and globally, has 
developed significantly over the last five years.

‘I have spent literally all of  my career in the funds 
administration and asset management business and, since 
joining Citi in 2008, my responsibilities have expanded from 
overseeing mutual fund operations in Dublin to include our 
Luxembourg operations and our EMEA alternative fund 
administration business. I am currently leading a team of  
1,200 people, of  which 650 are based in Ireland, while the 
balance of  the team is based in six centres globally. We 
manage our client relationships primarily from our Dublin site.’

Ireland focus
Following on from Forbes naming Ireland as the number one 
country for business, global companies are continuing to be 
attracted to the highly-competitive marketplace in Ireland 
for service provision, a lower cost base and the country’s 
reputation as a centre of  excellence in terms of  providing 
high-standard services in the funds industry.

‘The funds industry in Ireland has close to 12,500 
employees with assets under administration of  circa €2.5 
trillion and contributes in the region of  €1bn a year to the 
Irish economy. Here at Citi, we service a global client base 
through our global operating platform. In essence, my day 
starts on Monday morning in Hong Kong and finishes in the 
US at close of  business on Friday. The fact that Ireland is 
seen as a key strategic location for Citi led to the first of  Citi’s 

CV
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Ireland was also the first country in Europe to accept 
Alternative Investment Fund Managers (AIFM) applications 

companies such as Merrill 
Lynch, Fidelity, Credit 
Agricole and AON have all 
set up R&D facilities in 
Ireland. Citi has an excellent 
working partnership with 
the IDA in promoting inward 
investment in R&D in Ireland 
and regularly hosts visits by 
potential investors. The CIL 
in Dublin currently employs 
200 people in high-value 
research and technology 
roles and another 200 in 
global technology roles. It 
was the first of  its kind for 
Citi globally and due to its 
success in Dublin, Citi has 
now established additional 
innovation labs in Singapore, 
Israel, Poland and Palo Alto, 
California.

‘The focus on “being 
green” is another hugely 
successful initiative which 
Citi has adopted over the 
years. With 100% of  Citi 
waste materials being 
recycled and none going to 
landfill, this scheme is one of  
many that makes Citi stand out as moving with the times,’ 
says Kilcullen, ‘and Ireland is a country where corporate 
responsibility is extremely important in business. We also 
try to give back to the local community by encouraging 
employees to volunteer for programmes such as Junior 
Achievement and we actively support Irish charities. Last 
year, Citi employees raised over €40,000 for the Irish Heart 
Foundation through a series of  employee-driven events.

‘The government’s support of  innovation projects, in 
tandem with companies like Citi, and Ireland’s reputation for 
having a robust regulatory framework, makes it the domicile 
of  choice for many global asset managers. The recent Irish 
Collective Asset-management Vehicle (ICAV) Bill is a great 
example of  this; the creation of  a new 
corporate vehicle for Irish funds offers 
asset managers significant advantages 
promoting global products. The Bill 
also streamlines the way funds are 
established, reducing administrative 
complexity and costs. It’s an attractive 
piece of  legislation for global asset 
managers. The legislation has acted as 
a catalyst for the re-positioning of  the 
funds industry to Ireland and we expect to see quite a lot of  
activity as a result, for example cross-border fund mergers. 

▌▌▌‘THE FACT THAT IRELAND IS SEEN AS A KEY 
STRATEGIC LOCATION FOR CITI LED TO THE FIRST 
OF CITI’S THREE GLOBAL INNOVATION CENTRES 
BEING CREATED HERE IN 2005’ 

*15% increase 
to $1.3 trillion 
in assets under 
administration 
in EMEA in the 
past year.

*In 2012, Citi 
was the only 
mutual fund 
provider which 
was top-
rated across 
the globe in 
the Global 
Custodian 
Mutual Fund 
Administration 
Survey.

*In 2013, Citi 
was named 
hedge fund 
administrator 
of the year 
by Global 
Investor.
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FUTURE OF 
FUNDS 2014

*12,500 professionals 
servicing €2.5 trillion of 
assets.

* ICAV Bill 2014, which 
provides a dedicated 
corporate structure 
to support collective 
investment schemes.

* First jurisdiction 
in Europe to have a 
detailed regulatory 
regime as well as being 
the first regulator 
to accept AIFM 
applications.  

* Ireland is one of only 
18 jurisdictions which 
have been assessed as 
‘compliant’ in OECD’s 
Global Forum.

* 70 double taxation 
agreements agreed.

* An infrastructure to 
meet evolving regulatory 
requirements – 4th AML 
directive, UCITS V.

under the Alternative Investment Fund Managers Directive 
(AIFMD), which again demonstrates Ireland’s ability to be 
front and centre of  the funds industry internationally.’

Investing in people
Another important investment, according to Kilcullen, is the 
investment in people as current and future employees in 
the funds industry in Ireland. ‘Consistent transformational 
innovation is difficult to achieve, and talented staff  need 
to be attracted to working in the funds industry to ensure 
we stay ahead of  the curve. One of  my mantras is “invest 

quality time in terms of  truly developing staff”, and at Citi 
we run a number of  leadership and talent development 
programmes and our on the job training framework is 
designed to achieve exactly that. If  we want to continue to 
make headway in this industry we need to invest in the right 
people. ACCA Ireland has an important role to play in helping 
us recruit the right, qualified and appropriate people at an 
early stage, and in time develop their skills. It is the people 
behind the funds industry who will make it a success.’ ■

Shauna Rahman, editor, AB.IE
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Destination: Dubai
The UAE meeting of ACCA’s international Council will let us forge partnerships and talk to 
members not just in the Middle East but South Asia too, says ACCA president Martin Turner

Later this month, myself and my Council colleagues will be meeting 
in Dubai, in the United Arab Emirates.

Every two years since 2006 international Council meetings 
have been held away from ACCA’s corporate HQ, giving 
Council members an opportunity to see the work 
undertaken by ACCA in important and influential 
markets. Meetings have taken place in Kuala Lumpur, 
Beijing, Prague and Nairobi and, judging from their 
success, Council will gain an invaluable insight 
into how our members are contributing to the 
fast-developing and rapidly changing Middle East 
economy, and how ACCA can enable them to meet 
challenges and take opportunities in their careers.

We will meet with senior business contacts, 
employers and learning providers in the UAE, 
and the Dubai staging will also enable us to visit 
Oman, Bangladesh, Sri Lanka and Pakistan, to 
talk to members, employers and regulators and 
explore how we can forge further partnerships with 
important stakeholders and contribute to economic 
development in those countries.

We will also use the visit to discuss critical issues 
for the profession – women in finance, the future 
of  corporate reporting, and the complete finance 
professional – and I am sure these will inform our 
thinking in these key areas for the future. 

The meeting comes at an important time for the region, 
where ACCA has already seen significant growth, but where 
there is still a need for more professional accountants to 
help drive the economies. There is also an opportunity for the 
accountancy profession itself  to develop greater national and 
regional impact and influence. Many economies are looking at 
developing financial services centres, given the shift in the  
economic epicentre of  the global economy. Significantly, Dubai 
recently won the right to stage the Expo 2020 trade convention, 
which we believe will create further opportunities for 
finance professionals working in the region.

The region has already created many 
opportunities. There has been a rapid 
growth in member numbers in the UAE. 
More than 1,300 members now work 
in the Emirates, many having moved 
there to pursue their careers.

I look forward to meeting with 
as many members in the region 
as possible and hearing their 
views on how we can continue 
to be successful in such an 
important market. ■

Martin Turner FCCA is a 
management consultant 
in the UK health sector
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Credit where credit is due
Jon Ihle discusses Ireland’s emergence from years of restricted and punitive credit to 
today’s cheaper sovereign funding and the prospect of easier finance for businesses

After September 2008, the worst thing 
for an Irish company was to look for 
a loan. Not only was there a ‘smoking 
crater’ where the domestic banking 
system used to be, but creditors 
outside Ireland routinely charged a 
‘Paddy premium’ even for businesses 
with healthy balance sheets or 
markets in strong economies. The 
risk of contagion from an ailing 
Irish economy carried with 
it a few extra percentage 
points on a loan deal or a 
bond issue based on the 
notion that a sovereign 

Ireland’s belated upgrade by ratings 
agency Moody’s just after the turn 
of  the new year, but sovereign credit 
had come roaring back long before 
that happy occasion. Driven by 
opportunistic buying from US fund 
managers, such as Franklin Templeton 
and Loomis Sayles, Irish debt delivered 
an epic reversal from the lows of  
2011. In effect, the market had Ireland 
on investment grade long before the 
agencies copped on.

This turn of  affairs means that the 
Irish are no longer unwelcome in the 
capital markets. Indeed, the coupon 
on Ireland’s most recent 10-year bond 
issue was about 3.5% – not much 
more expensive than the yield on US 
treasuries. 

The benefits of  cheaper sovereign 
funding go far beyond the state’s 
finances. It ripples through the entire 
economy. Part of  the ongoing story 
about Ireland regaining investment 
grade status is that companies looking 
for trade credit or raising funds will 
also be paying less. Ideally, this leads 
to a virtuous circle of  new capital 
investment, business expansion, hiring 
and increased wages. When a key 
raw material – money – falls in price, 
growth should soon follow. This is the 
theory behind austerity. 

But it’s not all smooth sailing yet. 
The ratings agencies have been less 
kind to the banks, which have been 
hit with issuer downgrades in recent 
months. Their funding costs have 
come down a lot, but have not yet 
‘normalised’, as the bankers like to 
say. That leaves their customers in a 
kind of  paradox: as taxpayers, the 
Irish people are the source of  the 
state’s investment grade repayment 
capacity; as household or business 
borrowers they are still finding 
bank credit pretty scarce. The 
virtuous circle has yet to complete 

its full revolution. ■
John Ihle is a financial 
journalist based in Dublin. 
Email jonmihle@gmail.com

default would set off a chain reaction 
of bad debts.

Chief  financial officers and treasury 
directors had to manage this tricky 
dynamic at a time when the Irish 
brand was toxic worldwide. Things 
were especially bleak in 2010 when the 
country was forced to accept an €85bn 
bailout from the IMF and the European 

Union. By the middle of  2011, 
yields on Irish benchmark bonds 
peaked above 14%. The capital 
markets had turned against us.

How different things are 
today. Much was made of  
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The ACCA Qualification prepared me 
for my work with a financial services 
firm at the outset. Being awarded 
first place in two professional paper 
subjects was a major contributor to me 
securing the work within the sector. 

Since then the qualification has 
opened up several opportunities 
within Augentius. The flexible nature 
of  the qualification means it can be 
completed around several other career 
requirements and it fits perfectly 
into the working environment. The 
ACCA Qualification gives members the 
abilities and knowledge to enable them 
to make a substantial contribution 
to their business, and progress their 
careers as a consequence. 

Augentius is one of the major global 
players in the sector, responsible 
for the administration of 260 funds 
and servicing circa 6,800 investors 
on behalf of 100 fund management 
groups located in 35 countries and is 
also the largest independent private 
equity and real estate administrator 
in the world. With five international 
offices there are, for those that 
show initiative and enthusiasm, 
opportunities to work across the 
globe. Augentius seeks graduates with 
a 2.1 degree or above in a relevant 
background. Further information can 
be found at www.augentius.com

It is important for owner-managed 
businesses to adjust accordingly to 
the needs and wants of clients. 
Reactive to change and quick 
to adjust to the market as 
a whole, the management 
teams involved in decision 
making have to be swift in 
the current funds industry 

‘ THE INDUSTRY IS GROWING AND LEGISLATION 
SUCH AS AIFMD AND DODD FRANK WILL CREATE 
MORE COMPLEXITY AND GREATER OPPORTUNITY’  
MAEVE GORMLEY ACCA, ASSISTANT CLIENT 
SERVICES DIRECTOR, AUGENTIUS FUND 
ADMINISTRATION

climate, with the clients’ needs at the 
forefront of those decisions.

Being both robust and nimble is a 
winning combination for all businesses 
competing in this sector. The funds 
industry is a fast-paced and fast-
growing environment, so companies 
have to be on top of  everyday changes.

The industry itself is growing and 
legislation, such as the AIFMD and 
Dodd Frank, will only create more 
complexity and greater opportunity. 
However, the opportunities have to 
be taken advantage of. Not only do 
companies like Augentius have to be 
flexible, nimble and hard-working – but 
so do their employees. For those that 
achieve this, the rewards are great. 
Our chief  executive officer was a fund 
accountant 11 years ago! ■

SNAPSHOT:
INVESTMENT

Following minister for finance 
Michael Noonan’s support 
and praise for the Irish 
funds industry and for its 
role in the recovery of Irish 
economy, National Pension 
Reserve Fund (NPRF) and 
China Investment Corporation 
have recently announced they 
are going to put $100m into a 
new fund. 

The China Ireland 
Technology Growth Capital 
Fund will invest in fast-
growing Irish start-up 
technology companies trying 
to expand into China. It will 
also invest in their Chinese 
equivalents looking to set 
up in Ireland with a view to 
expanding into Europe. 

The fund will be co-
managed by WestSummit 
Capital Management and 
Atlantic Bridge. WestSummit 
Capital is a China-based 
technology investment firm 
with offices in Beijing, Silicon 
Valley and Hong Kong. 
Atlantic Bridge is a technology 
growth capital investor, which 
is based in Dublin and has 
offices in London and Silicon 
Valley. China Investment 
Corporation is a sovereign 
wealth fund that invests 
some of  the country’s foreign 
exchange reserves overseas. 
As of  the end of  2013, it had 
around $580bn in assets 
under management.

The view from
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AIFMD: 
a brief 
synopsis
How will the implementation 
of the European Union’s 
AIFMD impact on Ireland’s 
investment funds industry, 
ask Adam Donoghue and 
Ann-Marie Teehan 

to regulate AIFs directly, it does have 
a huge impact on fund products in 
terms of  structural requirements and 
reporting obligations. 

What are the key requirements?
The Directive has introduced extensive 
changes aimed at establishing a 
coherent approach to risk and its 
impact on investors and markets 
in the EU. While this article cannot 
comprehensively discuss what is the 
most significant regulatory restructure 
in the history of  the alternative asset 
management industry, the main 
provisions can be summarised under 
the following headings.

Remuneration
AIFMs that have never previously been 
subject to any regulatory oversight 
in terms of  remuneration now find 

The global financial crisis of 2008, 
most notably the Lehman and Madoff 
affairs, highlighted certain gaps 
in the regulatory framework of the 
alternative investment fund industry 
and led to many questions regarding 
the due care and diligence that fund 
managers were exercising on behalf of 
their investors. Thus, work began on 
both sides of the Atlantic on putting 
a comprehensive and harmonised 
regulatory structure in place. In the 
EU the result is AIFMD (Alternative 
Investment Fund Managers Directive), 
which was due to be implemented 
across all member states by last July, 
but which in many cases allowed a 
12-month ‘grandfathering’ period and  
is only now clearly coming into focus.

The Directive is designed to regulate 
the actions of  alternative investment 
fund managers (AIFMs) that manage 
alternative investment funds (AIFs) 
within the EU, and/or market AIFs to 
EU investors, while at the same time 
creating an internal European market 
for AIFMs to carry on their business. 
The Directive is supplemented by 
secondary regulations, which provide 
more granular detail and guidance on 
many of  the requirements. 

The scope of  the Directive is very 
broad in terms of  the definition of  an 
AIF, catching all collective investment 
schemes that are not Undertakings for 
Collective Investment in Transferable 
Securities (UCITS) and allowing only 
a limited number of  exemptions. 
While the Directive focuses on the 
activities of  the AIFM and purports not 

themselves faced with onerous rules 
designed to promote sound and effective 
risk management and discourage 
excessive risk-taking, for example 
requirements to defer a portion of  any 
bonuses and to pay at least half  of  
bonuses in shares of  the relevant AIF. 
AIFMs must implement remuneration 
policies for all ‘identified staff’ (senior 
management, risk takers, control 
functions), whose professional activities 
have a material impact on the risk profile 
of  the AIFM or the AIFs it manages. 

One particularly contentious issue 
is that the AIFM’s remuneration 
obligations will also be indirectly 
applicable to ‘identified staff’ within 
investment management delegates 
of  the AIFM. However, a principle of  
proportionality is included so that an 
AIFM may apply certain rules ‘in a way 
and to the extent that it is appropriate’.
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Depositary regime
A single depositary must be appointed 
for each AIF with responsibility for 
monitoring cashflow, safe-keeping of  
assets and general fiduciary oversight. 
The fallout from the Madoff  scandal has 
also led to a very onerous, near-strict 
liability standard being imposed for loss 
of  custodied assets by depositaries. 
In very limited circumstances, a 
depositary can discharge this liability 
to its delegates (eg prime brokers). 
Although Irish regulated funds have 
always required the appointment of  a 
custodian/depositary, the additional 
obligations and liability imposed by 
the Directive have forced a substantial 
review of  the business model between 
depositaries and prime brokers. 
Fortunately for investors and AIFMs, the 
predicted major increase in depositary 
fees following the introduction of  

this new liability standard has not 
materialised, although the industry is 
still grappling with the implications and 
implementation of  the new and more 
invasive depositary role.

Delegation
An AIFM can delegate to third parties 
provided it can justify its entire 
delegation structure on objective 
reasons. It is not, however, permitted to 
delegate to the extent that it becomes 
merely a ‘letterbox entity’ – ie where it 
doesn’t retain sufficient power and/or 
resources, delegating to such an extent 

that it can no longer be considered the 
manager of  the AIF. Given the extensive 
delegation of  functions which prevails 
in most alternative fund structures, 
the lack of  regulatory clarity on this 
concept of  a letterbox entity has been 
a cause of  great concern and confusion 
in the industry. Due care is required in 
the selection of  any delegate as well as 
effective monitoring on an ongoing basis.

Transparency requirements
Specific disclosure must now be 
included in the audited financials and 
offering documents of  each AIF. » 

▌▌▌‘ONE OF THE KEY BENEFITS OF AIFMD IS 
THE INTRODUCTION OF A PAN-EU PASSPORT FOR 
MARKETING AIFs TO PROFESSIONAL INVESTORS’

21FUNDS FOCUS | CORPORATE

ACCOUNTING AND BUSINESS



AIFMs are required to make certain 
information available to investors before 
they invest in addition to periodic 
disclosure requirements. Detailed 
systemic risk reporting must also be 
submitted to regulatory authorities, 
such as the Central Bank of  Ireland. In 
the case of  private equity funds, further 
detailed disclosure and notification is 
required in respect of  large positions 
taken in EU-unlisted companies.

Marketing
While many aspects of  the Directive 
have presented challenges to the 
industry, one of  the key benefits is 
the introduction of  a pan-EU passport 
for marketing AIFs to professional 
investors, similar to that available under 
the UCITS Directive (Directive 2009/65/
EC on Undertakings for Collective 
Investment in Transferable Securities), 
which has been highly successful on a 
global scale. While there is no passport 
for marketing to retail investors, each 
member state can choose to allow such 
marketing under its own national private 
placement rules.

Marketing is defined as any ‘direct 
or indirect offering or placement at 
the initiative of  the AIFM or on behalf  
of  the AIFM of  units or shares of  an 
AIF it manages or with investors 
domiciled or with a registered 
office’. Therefore, passive 
marketing or ‘reverse solicitation’, 
where an investor initiates contact 
with the AIFM, does not fall within 
the scope of  the Directive. 

However, in the absence of  any 
clear guidance on what, in fact, 
constitutes passive marketing, 
each foray into an EU market must 
be looked at on a case-by-case 
basis with local legal counsel. 
Currently, different rules apply 
depending on the domicile of  the 
AIFM and the AIF it manages. 

Since 22 July 2013 (subject to 
transposition of  the Directive into 
national law), the passport has 
been available to authorised EU 
AIFMs managing EU AIFs (eg a 
London-based manager managing 
an Irish Qualifying Investor 
Alternative Investment Fund 
[QIAIF]).

Non-EU AIFMs (eg US 
managers) cannot currently 
benefit from the passport and 
must continue to rely on national 

private placement rules to market in-
scope AIFs within the EU (subject also 
to complying with the transparency 
requirements (as summarised above) 
and certain additional conditions 
specified in the Directive). However, 
certain member states are using AIFMD 
as an opportunity to revisit their private 
placement rules so this needs to be 
examined on a case-by-case basis.

In July 2015, the European 
Securities and Markets Authority 
will issue an opinion on whether the 
passport should be extended to non-
EU AIFMs and to EU AIFMs marketing 
non-EU AIFs. If  a positive opinion is 
issued, non-EU AIFMs will be able to 
apply for authorisation, subject to full 
compliance with the Directive. However, 
we have seen a number of  non-EU 
clients ‘opt in’ at an early stage by 
using an EU AIFM (either an external 
‘host’ AIFM or an internally managed 
AIF domiciled in Ireland), to gain full 
market access to European investors.

Timing
All EU member states were due 
to implement the Directive by 22 
July 2013. As of  the date of  this 
publication, the Directive has been 
transposed by most, with the exception 

of  Belgium, Italy, Spain and several of  
the smaller member states. Although 
formally implemented, the volume 
and complexity of  restructure required 
by the Directive has resulted in most 
member state regulators (including 
the Central Bank) granting pragmatic 
grandfathering/transitional provisions 
for managers to obtain compliance. 
Indeed, while implementation of  the 
Directive has led to a period of  much 
uncertainty in many member states, the 
Central Bank has provided welcomed 
clarity through its reasonable and 
proactive approach. That, combined 
with the desire of  the Irish funds 
industry to maintain its position as the 
leading European fund domicile, has 
resulted in Ireland being one of  the 
most AIFMD-ready jurisdictions.

What impact on Ireland?
While the increased transparency and 
investor protection brought about by 
the Directive have been welcomed, 
there were significant concerns that, 
as a result of  the new depositary 
model, the increased demand for risk 
management expertise to service Irish 
AIFMs and the required overhaul of  
fund documentation, these positives 
would be outbalanced by increased 

costs, which could negatively 
impact Ireland’s competitiveness 
as a funds domicile. However, 
the attractiveness of  the pan-EU 
passport and moves by Ireland 
to protect itself  as the best EU 
domicile for AIFs have resulted 
in a more bullish outlook than 
initially expected.

There is a sense that the 
hardest years in accommodating 
AIFMD are now behind us, and 
so while the traditional offshore 
centres continue to be the natural 
home for most hedge and private 
equity funds, we are seeing a 
clear trend of  managers choosing 
to ‘co-domicile’ by establishing 
Irish QIAIFs in parallel to their 
existing offshore funds so as to 
access the European market. As 
long as that trend continues, the 
net impact of  AIFMD on the Irish 
industry will be positive. ■

Adam Donoghue is partner, and 
Ann-Marie Teehan is associate, 
Investment Funds Group, Maples 
and Calder, Dublin, Ireland
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AIFMD industry response
Company perspectives on juggling market predictions and implications for the fund 
industry are outlined by Ken Owens of PwC and Barry Murphy of BDO, Dublin

education sector responds to ensure 
that those needs are met. By 2020 
technology will have become mission-
critical in a number of  areas, including 
reporting and risk for asset managers. 
New enterprises, which combine the 
expertise in the asset servicing sector 
with skills in the IT sector in Ireland, 
will be formed to service the needs of  
the growing industry.

AIFMD can be a driver for growth 
in the scale and employment in the 
asset servicing industry in Ireland 
but companies will have to work hard 
to make sure this growth potential is 
realised. 

Barry Murphy, manager, financial 
services audit department, BDO, 
discusses the practical implications of 
the AIFMD
The first step for AIFMs is to determine 
which of  their funds falls within 
the scope of  the AIFMD and early 
consultation with legal counsel will 
be an important part of  this process. 
The scope of  the AIFMD is broad and 
the Central Bank has stated that if  a 
fund requires an authorisation under 
the current Irish investment fund 
legislation, and is not a UCITS, then 
an AIFM can assume that the fund is 

Ken Owens, partner at PwC, discusses 
the key predictions for the future of 
the asset management industry
The way asset managers operate in 2020 
will be significantly different compared 
with the model of  today. In Asset 
Management 2020: A Brave New World, 
PwC makes a number of  predictions 
and sets out a vision for the future of  
the asset management industry. One of  
the key predictions is that ‘alternatives 
become more mainstream’. Global 
alternative assets under management in 
2020 are predicted to reach $13 trillion, 
double what they were in 2012. 

A wider range of  investors, 
including retail, will be able to access 
alternatives and alternative asset 
classes will feature more prominently 
in institutional and retail portfolios, 
especially in developed markets. 
Alternative assets will, with few 
exceptions, be regulated. No alternative 
structure will be allowed to operate 
outside regulators’ purview. AIFMD is 
part of  this regulatory response.

Transparency and risk management 
are terms which we have become very 
familiar with along the road of  AIFMD 
implementation. Heightened regulatory 
and risk reporting will become the 
norm across the globe by 2020. With 
over 3,400 professionals employed 
exclusively in the servicing of  alternative 
investments, the Irish funds industry 
has developed as a centre of  
excellence. Service providers are 
already rolling out additional 
services to their clients in these areas 
which are expected to increase. 

It is critically important 
that the scale and 
competitiveness, 
which the industry 
has achieved over the 
years, is maintained 
in Ireland. With this 
scale comes the ability 
to attract investment 
and people. Both will 
be essential to enable 
the expected growth. 
It will be vital that the 

within the scope of  the AIFMD. 
Of  all the requirements imposed on 

AIFs by the AIFMD, the new depositary 
regime – and the increased scope of  
a depositary’s responsibilities – is 
perhaps the area that has garnered the 
most coverage and debate. The new 
depositary liability provisions mean 
that depositaries are held liable for the 
loss of  any financial instruments that 
they directly hold in custody on behalf  
of  an AIF. AIFMs need to engage with 
depositaries in order to ascertain their 
service offerings, the cost of  these 
offerings and whether the depositary 
is willing to act for the AIF. Given that 
the liability for losses lies with the 
depositary they may be unwilling to 
act as depositary for certain asset 
classes. Any existing depositary 
agreements will need to be reviewed 
and revised. Also, the impact of  the 
AIFMD’s disclosure requirements on 
the financial statements of  AIFs needs 
to be carefully considered. It is not 
possible to provide a comprehensive 
checklist of  all the implications that 
the AIFMD will have for an AIF’s 
financial statements; however, key 
areas to be aware of  include:

* the requirement to disclose the total 
amount of  remuneration paid by the 
AIFM to its staff  and the proportion 
of  total remuneration that is 
attributable to the AIF

* heightened risk disclosures, including 
disclosures sufficient to provide 
investors with an understanding of  

the risk profile of  the AIF

* the requirement to provide 
an overview of  the investment 
activities during the year and 
the performance of  the AIF.

The prospectus of  the 
AIF will also need to be 
updated to comply with the 
AIFMD.

While the above presents 
a number of  challenges 
for AIFs it also creates 
significant opportunities to 
reach new investors within EU 
member states. ■
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▲ PROPERTY PRICES RISING ARE NOT DETERRING BUYERS
There is a risk of reigniting the property bubble in Ireland, especially in Dublin

Performance anxiety
Finance professor Brian Lucey offered his perspective on Ireland’s economic 
performance and the challenges ahead to an ACCA audience late last year

we need to get used to the idea that we 
are going to grow but slowly’. He added 
the government’s promissory note deal 
would improve the situation in some 
respects, but also ‘cements irrevocably 
onto the taxpayer these odious debts… 
We are less illiquid but not clear we are 
more solvent.’

Meanwhile, as Irish banks rebuild 
their deposit base, deleveraging will 
continue: ‘They have to get smaller, 
which means less credit will be 
available.’ 

On the issue of  unemployment, 
Lucey was scathing of  those who see 
emigration as ‘a lifestyle choice… 
What emigration means is we have 
failed to provide young people with 
opportunities at home.’ He was also 
critical of  the view that the electronics 
and IT sector could solve this problem, 
pointing out it has represented a 
constant 3% of  Irish employment for 
the last 20 years or so. Instead, he 
argued that a buoyant services sector 
– in the form of  strong SMEs – is key 
to addressing the employment issue. 
However, growth will be restrained so 
long as the credit line is choked.

Data
Assessing the current state of  the 
property market, Lucey was critical 
of  what he said was ‘deliberate 

Guest speaker Brian Lucey, professor 
in finance, Trinity College Dublin, 
offered his perspective on Ireland’s 
economic performance under the key 
headings of exports, unemployment 
and housing at the insight and 
networking event held at Citi, Dublin. 

The event was hosted by ACCA 
Ireland in association with Citi. While 
things may not have gotten much 
better for the economy since 2009, he 
said it was ‘indisputable that things are 
not getting any worse – we have hit the 
bottom for the most part’. 

Contrasts
Lucey highlighted some interesting 
contrasts in terms of  the performance 
of  the economy since the boom 
times. The Irish economy has fallen 
by about a fifth in terms of  GNP, while 
domestic demand is down by a third. 
However, numbers in employment are 
only down a tenth, with much of  that 
fall concentrated in construction, real 
estate and the public sector.

Ireland’s strong export performance 
in recent years was, he noted, linked to 
‘international trade holding up much 
better than it probably had any right to’.

While inflation remains muted and 
a plethora of  indices show the future is 
looking more positive, he cautioned that 
‘as a mature, services-driven economy, 

obfuscation by the state’ in terms of  
the quality of  data available. ‘We don’t 
know to what extent we had a bubble 
and a collapse in our property market. 
Prices on average are still falling but at 
a slow pace. They are rising in Dublin 
but only in parts and there is a danger 
of  reigniting a bubble in the capital.’ 
He also took the view that ‘rising house 
prices are not good for an economy, 
long-term stable prices are good’.

Looking to the future, Lucey said 
the country was likely facing more 
than a lost decade in terms of  output, 
with zombie banks, a flat domestic 
economy and slow but steady export 
growth expected to be key trends in 
the medium term. He also argued that 
‘if  we want to see what’s wrong in 
the economy, let’s look in the mirror’, 
and was critical of  a culture in some 
finance circles whereby accountants 
signed off  on fraudulent accounts. On 
the debt issue, he argued ‘most of  this 
is our own problem and has to be paid 
for’. However, the fallout of  the banking 
crisis, in the form of  the promissory 
note deal, was piling more taxes on 
an already over-stretched public. ‘The 
legacy of  socialising private debt 
will be paid for decades to come,’ he 
concluded. ■

Donal Nugent, journalist
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Fund sector employers in Ireland
HSBC and HedgeServ are two major fund sector employers in Ireland. Caríosa Kelly and 
Deirdre O’Donoghue discuss the role of each company as employers

completed. 
Keeping up to date, 

not only with regulatory 
changes in the industry 
but also on new products 
and best practices is 
vitally important. I 
would advise attending 
networking events and 
seminars where possible 
and build links with IFIA, 
Summit Finuas Network 
(International Financial 
Services Skillnet), the 
Institute of  Bankers and 

other relevant organisations. 
Qualified accountants need to 

maintain their CPD and keep their 
eyes open for relevant postgraduate 
qualifications to build their CV, 
for example, in the areas of  risk 
management, business continuity 
management and project management. 

HR director, Deirdre O’Donoghue, 
outlines HedgeServ’s role in the funds 
sector.
HedgeServ is a full-service global fund 
administrator and delivers a client-
centric service model, enabling us to 
add value to investment managers 
and investors in new ways, while 
reducing their costs and risks. 
HedgeServ currently supports all 
strategies, including private equity, 
and services over $185bn in assets 
under administration. We have over 
625 professionals across 
seven client-friendly 
locations.

We currently have over 
400 professionals based 
in our Dublin city centre 
location and over 50 in 
our Mahon Point Office, 
Cork, with expansion 
plans in the pipeline.

HedgeServ was 
recently cited as the 
Top Administrator in 
the 2013 Institutional 
Investor Alpha Awards. 
Our technology platform 

As head of business 
training for Europe 
at HSBC Securities 
Services, Caríosa 
Kelly, discusses her 
responsibilities. 
I’m responsible for 
working with our senior 
managers to identify and 
deploy business-training 
solutions to support 
their teams in achieving 
their business objectives. 
From the first day a new 
member of  staff  joins our 
business and throughout their career 
with us, we are here to support them 
in the achievement of  their personal 
development plan. 

This process is an integral part of  
our performance management system, 
which includes a comprehensive 90-
day new hire orientation programme, 
internal technical courses and, also, 
soft skills/leadership development. 

We also offer support for relevant 
professional qualifications and we are 
an ACCA Approved Employer Trainee 
Development (with qualified mentors 
for ACCA trainees) and ACCA Approved 
Employer Professional Development 
company. 

It’s vital to be proactive and 
take responsibility for your own 
development. This means grasping any 
opportunities for secondments and 
placements on key projects in order 
to broaden your business knowledge. I 
would also say ensure you are open to 
change. Something that can often be 
overlooked in our field are the softer 
skills required for business success 
and I would encourage everyone to 
look at their communications, business 
networking, project and people 
management skills. 

ACCA trainees should try to focus 
on achieving a balance between exam 
performances and achieving practical 
experience requirements throughout 
the years of  study, rather than leaving 
the completion of  their performance 
objectives until the exams have been 

delivers real-time access to all risk, 
portfolio, accounting and investor data, 
and operates on a single database with 
SOC 1-certified controls.

From a HR perspective the 
attraction and retention of  highly 
skilled staff  is the biggest challenge 
for me within financial services. We 
want to differentiate HedgeServ in the 
market as the employer of  choice, with 
unique opportunities for those coming 
on board. Competing for talent within 
our space is at the forefront of  our 
recruitment drive. 

Due to the nature of  our industry, 
we need employees who show great 
flexibility, coupled with energy and 
enthusiasm, to service our clients 
at the excellent standard we have 
sustained since establishing in 2008. 

Our client relationships are key 
to our business success, and the 
recruitment of  the best graduates, 
who strive to progress in their careers, 
is crucial. From day one they are 
embedded into our culture, where 
problem-solving and teamwork are key 
parts of  the role.

Our company has an entrepreneurial 
mind-set. We thrive on innovation and 
we take a proactive approach in all 
that we do to support our clients and 
look to our teams to go the extra mile. 
The drive to enhance their skills by 
completing extracurricular courses run 
by ACCA Ireland also add huge value. 
It is also crucial that our teams keep 

abreast of  changes in the 
industry, through courses 
and relevant publications. 
We operate in a highly-
regulated environment 
and our approach is to 
ensure we are ahead of  
market demands.

At HedgeServ, we 
offer highly challenging 
roles with room for 
progression. We 
encourage employees to 
take on new clients and 
products, as the industry 
develops. ■
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Inward investment
Michael Stapleton, of IDA, looks at Irish funds from a foreign investment perspective 
and sees a sector thriving on accounting expertise and a pro-business political culture

other specialist professional service 
providers. 

From a foreign direct investment 
(FDI) perspective, the industry has many 
important characteristics – it provides 
well-paid, professional employment 
in a regulated environment, there is 
a sizeable regional dimension to the 
employment base (about 2,000 of  the 

The funds industry in Ireland is 
well established, well organised 
and has considerable potential for 
future growth. As an integral part 
of the wider International Financial 
Services Centre (IFSC), the industry 
is a substantial employer in its own 
right, with major spinout activity in 
the accounting and legal world and 

12,000 staff  directly employed in the 
industry are outside Dublin), and there 
are grounds for optimism in looking at 
the future of  the industry. 

Over time the critical mass of  the 
industry here and the exposure that 
the Irish operating environment has 
to the fund promoters themselves 
increase our likelihood of  gaining a 
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direct presence from asset managers. 
Ireland’s growing reputation as a 
technology centre with a new focus on 
innovation and analytics is resulting in 
new activity here from the international 
financial services sector.

As a government organisation, IDA 
works with industry experts to promote 
funds activity in Ireland. Particularly 
noteworthy is IDA’s joint venture with the 
Irish Funds Industry Association (IFIA), 
which leverages IDA’s 20 international 
offices. IDA also has excellent working 
relationships with all elements of  the 
operating environment and professional 
infrastructure (Irish Stock Exchange, 
Central Bank, etc). Apart from the 

‘speed bump’ year of  2009 in the 
immediate aftermath of  the financial 
crisis, assets under administration in the 
Irish funds industry have had year-on-
year growth every year this century to 
reach current levels of  €2.5 trillion. This 
is an even split between Irish and non-
Irish-domiciled funds.

Asset classes
The Irish success story has a lot to 
do with exploiting opportunity in new 
asset classes and new markets – in 
particular our substantial and growing 
market share in alternative asset 
classes. Ireland has developed a major 
(30%+) market share of  the European 

exchange-traded funds market (ETF) 
market, which is growing rapidly. 

For hedge funds generally, Ireland 
has an excellent reputation. This has 
been helped by the success of  the 
qualifying investor fund (QIF), which 
was the first regulated hedge fund 
product in Europe when it launched 
in 1995. The Central Bank in Ireland 
has a good reputation and a good 
understanding of  hedge-fund strategies 
and was the first central bank in 
Europe to publish detailed rules on 
AIFMD. Central Bank was the first 
EU banking establishment to begin 
accepting applications from AIFMs 
and the first to authorise an AIFM 
(BlackRock). All of  this has helped 
enhance Ireland’s reputation as a 
hedge fund centre. We have a solid 
pipeline of  business, particularly on 
the hedge fund side, with managers 
interested in launching new funds 
post-AIFMD. Momentum is certainly 
building in obtaining AIFMD marketing 
passports as managers increasingly 
avail themselves of  the QIF structure. 

Company diversity
The FDI landscape in Ireland is 
dominated by US investment, generally 
speaking, and the funds industry is no 
exception. Large companies tend to 
dominate, such as BNY Mellon, which 
has a substantial alternatives practice, 

but we have seen smaller boutique 
firms that have popped up post-crisis. 
By virtue of  the critical mass of  the 
funds sector here, Ireland is on the list 
of  places to do business at an early 
stage for these smaller companies. The 
first decision they tend to make is to 
establish an international presence in 
Ireland. 

Though the source of  the 
investment may be the US, the markets 
served from Ireland – again in common 
with other FDI sectors – are global. 
In the case of  the funds industry over 
70 markets are served from Ireland 
and emerging markets are a particular 
focus of  the IFIA.

Regional spread
The historical location of  the Irish 
funds industry had been the IFSC. 
Earlier this century, when the Celtic 
Tiger economy was roaring there 
were cost pressures on salaries and 
rental in Dublin and a number of  
larger asset servicing companies 
selected non-Dublin locations to 
expand their footprint. 

BNY Mellon in Cork has more than 
300 employees, State Street is in 
Kilkenny with around 500 employees, 
Citco in Cork has over 400 employees, 
as has Northern Trust in Limerick, and 
there are many more. In fact, there 
are funds operations in 11 counties 
in Ireland.

 
Conclusion
Ireland has created a substantial 
internationally competitive industry 
from virtually no international presence 
in the late 1980s. The sector builds 
on Ireland’s long-established skill sets 
in law and accounting coupled with 
successive pro-business government 
policies. There is considerable effort 
from all in the industry in Ireland to 
ensure that the sector continues to 
grow and develop. ■

Michael Stapleton is vice president, 
international financial services, IDA, 
Dublin

▲ COMING TO CORK 
Taoiseach Enda Kenny with Fergus 
Grogan, managing director of 
HedgeServ Cork, which intends to 
create 200 jobs at Mahon in Cork

▌▌▌‘THE IRISH SUCCESS STORY HAS A LOT TO DO WITH EXPLOITING 
OPPORTUNITY IN NEW ASSET CLASSES AND MARKETS – IN PARTICULAR 
OUR GROWING MARKET SHARE IN ALTERNATIVE ASSET CLASSES’
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Pushing the audit boundaries
As with all audits, understanding the structure of the business and the industry in which it 
operates is critical, writes Ray Kelly, Grant Thornton 

managers above a certain threshold 
of  assets under management who 
are located in the EU, or distributing 
their funds in the EU, to register with a 
European regulator. 

The implications of  this typhoon 
of  regulation are wide-ranging for the 
auditor of  a fund, including for some 
audit firms, a question as to whether 
they can continue to service their 
existing clients as:

* For SEC-registered funds that wish 
to rely on their audited financial 
statements to satisfy the custody rule 
it is a requirement that the audit firm 
in question is registered with the SEC 
and subject to inspection. For certain 
audit firms, this will mean that they 
can no longer audit SEC-registered 
funds wishing to use their audited 
financial statements for this purpose.

* The SEC requires US GAAP and 
GAAS – does an audit firm have the 
in-house expertise to perform audits 
of  US GAAP financial statements 
under US GAAS?

Investment ownership and valuation
As mentioned earlier, the valuation 
and ownership of  investments will 
always be key risks to be addressed 
in a fund audit and continue to be a 
focus of  regulators and accounting 
standard setters. For example, AIFMD 
introduces the concept of  a depositary 
with strict liability for the safe-keeping 
of  assets. With regards to valuation, 
AIFMD requires a fund to ensure 
that the valuation function is carried 
out impartially and with skill, care 
and diligence, either by an external 
valuer or the fund itself  provided 
that the valuation task is functionally 
independent. Effective from 1 January, 

The audit of a fund has always been a 
particularly specialised sector given 
the peculiarities in how the industry 
is structured. With no employees 
employed by a typical fund, and a 
variety of outsource-service providers 
potentially based in a number of 
different countries, there are certain 
logistical challenges in planning and 
performing a fund audit. In addition 
to building an understanding of a 
fund’s structure and outsource-service 
providers, the main focus within a 
fund audit is on the valuation and 
ownership of the investments – these 
are, and have always been, considered 
the key audit risk areas to be 
addressed in building an audit plan.

In some quarters, funds have been 
identified as being part of  the financial 
infrastructure which led to the financial 
crisis. While this is unproven (and 
many people would argue completely 
inaccurate), it has, certainly, had 
implications for the auditor operating 
in this sector. 

Regulatory requirement implications
The response since the financial crisis 
has seen the regulatory requirements 
increase significantly for funds, 
thus increasing the regulatory risk 
which an auditor must understand in 
building their audit strategy. In the 
US, the Dodd-Frank Act has resulted 
in a significant number of  investment 
managers having to register with the 
SEC, while the Commodities Futures 
Trading Commission (CFTC) has also 
expanded the requirement for funds 
to register. Meanwhile, in Europe, the 
Alternative Investment Fund Managers 
Directive (AIFMD) has widened the 
regulatory net to require investment 

▌▌▌‘THE RESPONSE SINCE THE FINANCIAL CRISIS 
HAS SEEN THE REGULATORY REQUIREMENTS 
INCREASE SIGNIFICANTLY FOR FUNDS, THUS 
INCREASING THE REGULATORY RISK’

2013, the IASB has introduced IFRS 
13, Fair Value Measurement, which 
establishes a single source of  guidance 
for fair value measurement where fair 
value is required or permitted under 
IFRS. These additional regulatory 
requirements and accounting 
guidance should be helpful to the 
auditor by providing a recognised 
industry framework against which the 
process employed by a fund can be 
benchmarked.

Other key areas of audit focus
The increased regulatory oversight of  
funds has highlighted certain other 
key areas of  concern to regulators 
which an auditor should ensure are 
addressed in the audit plan.

Consistency with a fund’s 
offering documents
AIFMD requires disclosure of  
material changes in a fund’s pre-sale 
information. The investment managers’ 
report in the annual report should 
disclose material changes in the 
information disclosed under Article 23 
which includes investment strategy, 
techniques and risks. These disclosures 
should capture the requirements of  the 
accounting standards, a description of  
any potential/anticipated impact on the 
fund and the investors in the fund as 
well as any additional disclosures that 
investors may require to understand 
the change. As another example of  
developments in this area, feedback 
from the SEC’s recent visit to London 
to inspect certain registered investment 
managers highlighted a key area of  
focus was consistency between a 
fund’s governing agreements including 
disclosures in the offering documents 
and financial statements. There appears 
to be a particular emphasis to ensure 
that there is no misrepresentation of  a 
fund’s trading strategy. 

Related-party transactions
The Madoff  and Weavering cases 
clearly highlighted the increased fraud 
risk associated with related party 
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transactions in a fund. The Central 
Bank of  Ireland has recently released 
new reporting requirements for funds 
regarding related party transactions 
including those with the investment 
manager, custodian and administrator. 
This is clearly an area that should be 
subject to appropriate audit procedures.

Future developments
The increased cross-border regulatory 
requirements for funds means that 
audit teams will need to ensure that 
they obtain an understanding of  the 
investment strategy and risk profile of  
a fund. Depending on the complexity 
of  a fund’s investment strategy, this 
may mean the increased utilisation 
of  valuation and risk experts within 
fund audit teams. In addition, a 
comparison with other industries, such 
as banking and insurance, which have 
been subject to increased regulatory 

requirements would indicate that a 
fund auditors’ reporting requirements 
to the various regulatory agencies will 
increase significantly. This cost, and 
the cost of  all of  the other regulatory 
and compliance requirements now 
impacting funds, will, ultimately, 
be borne by a fund’s investors. It is 
expected that this increased regulation 

and governance of  the fund sector will 
result in better protection for investors 
and the fund auditor will continue 
to play a key role in the regulatory 
framework providing this protection. ■

Ray Kelly is director of financial 
services, Grant Thornton, Dublin, 
Ireland

IMPORTANT AUDIT FEATURES IN THE 
FUNDS SECTOR

* Fund audit is a specialised sector.

* Ownership and valuation remain key audit risk areas.

* Increased regulatory oversight in both the US and Europe impacting funds.

* Regulators driving increased audit focus in areas such as related party 
transactions.

* Likely to be an increased use of  risk and valuation specialists by audit 
teams.
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My role centres on 
advising international 
financial services 
companies on the tax 
implications of their 
Irish activities. This 
ranges from providing 
tax compliance and 
consulting services to 
Irish subsidiaries of  
international companies 
to advising on inward 
investment transactions 
and an awful lot more in between. I 
also serve on the tax committee of  
the taoiseach’s department financial 
services committee and I am an ACCA 
representative on Taxes Administration 
Liaison Committee (TALC) and 
the Consultative Committee of  
Accountancy Bodies (CCAB).

It has obviously been a very difficult 
time for the financial services sector 
over the last five years but thankfully 
there are real signs of a turnaround. 
Also, some sectors have come through 
the crisis well, such as aircraft leasing 
and the asset management sector, 
and they can be expected to go 
from strength to strength now that 
confidence is returning and concerns 
about Ireland and the eurozone 
generally have abated. This year is also 
going to see increased activity in the 
real estate area.

Of late, there has been tremendous 
interest in Irish real estate and Irish 
loan portfolios from international 
hedge funds and private equity firms, 
and we have been building up our tax 
resources to deal with this. Ireland 
has some readymade structures that 
facilitate international investors, 
and there is a real opportunity for 
Ireland to become a platform for 
holding international assets, resulting 

‘ RETAINING STAFF IS GOING TO BE A KEY 
CHALLENGE THIS YEAR. THERE WILL BE A LOT 
MORE OPPORTUNITIES FOR TAX PROFESSIONALS’  
ENDA FAUGHNAN FCCA, PARTNER, PwC, DUBLIN

in greater substance 
and employment being 
generated here.
    
With the economic pickup 
and more transactions 
happening, there is going 
to be even greater demand 
for tax services in 2014. 
Thankfully, we continued to 
recruit a full complement 
of  graduates during the 
financial crisis and we are 

well placed to service this increased 
level of  activity. Retaining staff  is going 
to be a key challenge this year. There 
will be a lot more opportunities for tax 
professionals in the marketplace and 
we have to convince our key people 
that there will be career progression 
and development within the firm.       

While tax is highly technical in nature, 
a tax professional’s career is all about 
relationships, with clients, with staff, 
with your international network, with 
competitors and with Revenue. It 
really helps when you enjoy what you 
are doing because it is a demanding 
profession both intellectually and 
physically (in the sense of  long hours 
and weekend work when necessary). 
You really need to be able to relax 
and unwind whenever the opportunity 
presents. 

Clients take it as a given that we have 
the technical expertise to advise 
them on the tax consequences of 
contemplated or actual transactions. 
Given the capabilities of  modern 
technology, accessibility and 
responsiveness are now becoming 
part and parcel of  what clients expect 
from us. Increasingly, they are looking 
for commercially sensible advice, not 
a technical answer that is difficult to 
decipher and impossible to act on. ■

SNAPSHOT:
IRISH TAKEOVER 
PANEL ACTS

The Irish Takeover Panel 
is the statutory body 
responsible for monitoring 
and supervising takeovers 
and other relevant 
transactions in quoted 
companies in Ireland. 

The Panel was established 
by the Irish Takeover Panel 
Act 1997, and is responsible 
for making rules to ensure 
that takeovers comply with 
the general principles laid 
down in the Act. New takeover 
rules were issued by the Panel 
in 2013.   

The rules apply to certain 
public limited companies 
or other corporate bodies 
that are incorporated in 
Ireland and whose securities 
(excluding most debt 
instruments) are currently 
being traded. 

The rules also apply if  the 
subject of  a takeover or other 
relevant proposal has been 
traded within the previous 
five years on the Irish Stock 
Exchange, the London Stock 
Exchange, the New York Stock 
Exchange or Nasdaq. 

The Panel supervised four 
takeovers during 2013, two of  
which involved hostile offers: 
Aer Lingus Group and Elan 
Corporation.  

For more information see 
http://tinyurl.com/ITPrules 

The view from
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Merger momentum
In the final article in their series on building a sustainable and successful practice, 
Andrew Jenner and Phil Shohet look at the pros and cons of the M&A route

One chance
Although there is a perception that 
mergers always confer benefits, the 
record in recent years does little to 
support this view. Few have proved 
disastrous but, equally, few have 
resulted in clearly defined beneficial 
outcomes. One of  the biggest stumbling 
blocks is lack of  experience. Larger 
firms may merge several times over 
a period of  years, but the majority of  
small practices only have one chance to 
get it right and the potential for disaster 
is therefore greater. The principle often 
forgotten is that clients must benefit; 
the provision of  service value will 
produce additional benefits for them, 
and thereby additional profitability 
for the practice. Other factors have a 
bearing but even where succession 
issues are the underlying reason, added 
value should still be a key driver. A well-
constructed deal does not have to follow 
conventional lines if  all the parties 

The UK Top 60 accountancy firm 
league tables reveal mainly modest 
growth in fee income. Some of this 
is driven by merger activity, but this 
is only the tip of the iceberg as, 
although not so visible, the remainder 
of the independent sector has been 
equally active. Many practices 
have seen their rivals growing and 
becoming ever more aggressive in 
the marketplace. They feel that they 
simply will not be able to compete 
unless they, too, jump on the merger 
and acquisition (M&A) bandwagon. 

In the current business climate 
firms may be looking for a quantum 
leap in growth rather than the 
more pedestrian speed of  organic 
development, and may also be driven 
by other factors including the need 
for geographical expansion, improving 
profitability, acquiring additional 
service capability through the 
recruitment of  specialists or gaining 
general practice work as a platform  
for delivering services already offered 
by the firm. 

The impending retirement 
of  a partner also requires the 
reconsideration of  what the firm will 
need going forward. Does it need 
a like-for-like replacement, or is a 
strategic merger the right route for 
all concerned to financially stabilise 
the outgoing partner, safeguard the 
continuing client base, provide the 
services clients need and maintain 
and improve profitability? Merger or 
acquisition always requires the right 
reasons and not a knee-jerk reaction; 
a good business and financial case 
has to be made, avoiding the pitfalls 
and the potential deal breakers that 
experience shows can impact.

Practice growth comes from two 
sources: organic development through 
the acquisition of  new clients and 
the development of  added-value 
services; or the merger/acquisition 
of  compatible and appropriate 
practices where the combination will 
make good business sense and add 
value to both parties. 

involved are to benefit, regardless 
of  the size of  the firm involved. A 
certain amount of  nipping and tucking 
can improve the outcome of  the 
deal provided the basic rule is never 
forgotten: Vision + strategic fit + effective 
leadership and management = enhanced 
and sustainable profitability 

Increasing the size of  the practice 
through a merger or acquisition will not 
necessarily and automatically lead to 
greater profitability. Few of  the things 
that determine a firm’s success – client 
service, developing new services, 
productivity enhancements – are 
critically dependent on size. Firms 
can, and should, be working on these 
aspects anyway, long before they look 
to size to solve their problems. 

Taking account of  the partners’ 
personal views is essential as they are 
probably the biggest prospective deal 
breakers in any merger. No matter how 
closely they agree on the business 
aspects of  the deal, when it comes to 
their own aspirations and expectations 
there is a huge potential for conflict. 

All of  these should contribute 
to improved minimum and average 
partner earnings within the short term, 
but where succession planning is the 
major issue the aim should be for the 
final merged firm to provide reasonable 
partner exit routes without damaging 
future profitability.

Merger or takeover?
There are few true mergers. The reality 
is usually a takeover of  one firm by 
another, with the stronger gaining the 
most advantage, ensuring that there is 
one management style, organisational 
structure and working methodology 
adopted across the combined firm. 
Often this means that the partners in 
the weaker firm must accept terms 
that they do not find ideal, or accept 
a lesser value on the business than 
they think it is worth. Arriving at a 
true valuation of  the business may be 
difficult. Those firms that have changed 
to a more corporate structure such as 
an LLP or limited company will need a 

* What are we aiming to 
achieve?

* Is a merger or acquisition 
required to fit an identified 
gap in the firm’s infrastructure 
or service coverage?

* Will acquired/merged growth 
improve the quality of  service 
to clients and improve profits 
per partner?

* Acquisition of  quality clients 

* Greater geographic coverage

* Potential cross-selling of  
professional services

* Acquisition of  specialist 
services 

* Acquisition of  specialist 
people

* Marketing the firm’s existing 
and new services and 
adding value.

PARTNER STRATEGY

KEY AIMS
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valuation mechanism for the interests 
of  the equity holders in the business 
and a means of  confirming what 
happens on retirement. 

For a traditional equity partnership 
there are two principal methods of  
calculating the purchase price: either 
a valuation based on a percentage 
of  gross recurring fees (GRF) or a 
multiple of  superprofits available in 
the practice. The arm’s length market 
emphasis is on the GRF multiple basis, 
whereas the superprofits method is of  
particular value for a specialist practice 
or as a check on the GRF basis. 

There are a range of  issues on 
which both parties must be agreed 
if  the merger is to be successful. 
The management structure and the 
development of  the business going 
forward, individual aspirations of  
partners and the compatibility of  
working practices and methodologies 
all require in-depth discussions 
before any deal can be considered. 

Cultural fit is vital. Those firms that 
have undertaken the most successful 
mergers all agree that they cannot 
risk damaging their culture and are 
prepared to devote time to ensuring 
that the people are the right fit. Other 
potential issues include agreeing a 
name, adopting a common policy for 
profit-sharing arrangements, agreeing 
retirement plans (and in particular the 
issue of  goodwill), the hierarchy of  the 
partners within the merged practice, 
and even the management of  debt and 
the control of  working capital. 

Due diligence procedures should 
begin once there is a willingness and 
commitment on both sides to make 
any necessary adjustments in order 
to create a harmonious fit between 
the two firms. This process cannot be 
skimped if  there are to be no problems 
that will be difficult or expensive to 
resolve. Both parties must be willing 
to divulge financial, client, staff  and 
other relevant information, and prepare 

a financial evaluation covering the 
first two years based on realistic and 
prudent assumptions. 

Caveat emptor! The final piece of  
the jigsaw is a considered post-merger 
integration strategy to reassure clients 
that the service they are receiving 
can only improve as a result of  the 
merger, and to bring staff  quickly up 
to speed on the aims and objectives of  
the combined firm and the part they 
are to play in achieving them. Always 
remember, though: marry in haste and 
repent at leisure. ■

Andrew Jenner FCCA and Phil Shohet 
FCCA are directors, Kato Consultancy

FOR MORE INFORMATION:

Part 5: ‘The model – and who runs 
it’, www.accaglobal.com/ab66

Kato Consultancy:  
www.kato.uk.com
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► WORLD VIEW 
CEOs are more confident 
that the global economy will 
improve than they are about 
their own business growth 
prospects.

According to PwC’s 17th 
Annual Global CEO Survey, 
while twice as many as last 
year think that the global 
economy will improve over 
the next year, they are as 
wary about opportunities for 
their own companies over 
the next three years as they 
were 12 months ago.

▼ SKILLS SEARCH
There is a growing concern among CEOs 
about finding employees with appropriate 
skills, the survey found, due in part to 
a shrinking working-age population in 
advanced economies and the return of skilled 
foreign workers to their home markets.

▲ CEOs CAST A WIDE NET 
CEOs are looking for growth opportunities on multiple 
fronts, PwC’s 17th Annual Global CEO Survey has found.

The US, UK and Germany are now regarded more 
favourably than some BRICS markets. Indonesia, Mexico, 
Turkey, Thailand and Vietnam are also gaining in popularity.

◄ TRENDSPOTTERS
PwC’s survey also identified  
the three trends that CEOs  
believe will transform their 
businesses over the next 
five years.

While these trends are 
not new, the report notes 
that the pace at which 
they are developing and 
interconnecting with each 
other is accelerating.

2004 2005 2007 2008 2009 2010 2011 2012 2013 2014

Very confident in own business growth Confident global economy will improve

% CEOs naming country as good for their growth prospects, 2013

% CEOs naming country as good for their growth prospects, 2014

Technological 
advances

Demographic 
shifts

Shifts in global 
economic power

81% 60% 59%

31%

41%

52% 50%

31%

48%

40%
36%

39%

44%

18%
14%

21%

30% 17% 10% 33% 7% 7% 5% 7% 12% 7%

23% 12% 7% 31% 5% 7% 5% 7% 15% 10%

+7%

+5%

+3%
+2%+2%
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DYNAMIC DATA
Investors are demanding companies produce information ever more quickly. Those with 
the systems to deliver are seeing lucrative benefits of being ahead of the game

team to move on to other matters more quickly, such as 
acting as a business partner’. Indeed, stories are still told 
these days of  reasonably sized companies having to staple 
spreadsheets together to figure out how well they have 
performed. Regulatory requirements have been helping 
to push out such archaic practices – which are clearly a 
drain on resources – but they can still be found, certainly in 
smaller businesses not subject to the onerous US legislation 
covering systems and controls, Sarbanes-Oxley. Faster 
reporting, therefore, uses fewer corporate resources than 
slow, cumbersome, unintegrated systems, though there is 
obviously a resource issue in terms of  buying the systems 
and devoting the effort to get from A to B.

Capital markets want the shortest gap between an 
event (performance in a financial quarter or success in 
pre-Christmas trading, for example) and the reporting of  
that event. That reduces the time in which investors are 
exposed to risks that arise from the absence of  information 
(or, indeed, the surfacing of  potential misinformation). But 
investors also put a premium on companies that are able 
to provide information more quickly, typically agreeing that 
faster reporting means better management decision-making. 
Moreover, investors appreciate that, given that the ability to 
do the job faster typically implies that the processes and 
controls are of  good quality, they can have more confidence 
in the numbers that the company gives them. 

Figuring it out
Companies increasingly produce unaudited ‘flash’ figures 
such as Christmas sales figures. Reporting speed is even 
said to be more important than assurance. But as KPMG 
UK head of  audit Tony Cates notes, this works only if  
companies are highly confident that their numbers are 
correct. And while investors may say they prefer to be given 
estimate figures quickly rather than accurate figures more 
slowly, they will surely punish any company that pushes that 
trade-off  too hard.

Two points emerge from the ACCA study, however, 
that give an opportunity to pause for breath, if  only for 
a moment. The first is that the annual report is still very 
much regarded as the most valuable source of  input for 
making investment decisions. The fact that such a weighty 
document, produced just once a year and several weeks 
after the financial year-end, should remain such a core 
component of  the financial reporting process means that 

T
he pace of change in business life gets relentlessly 
faster, with product life cycles getting shorter and 
time for decision-making bacon-sliced to the point 
where it seems like no one has any time left to think.

It is no different in the investor community, where the 
demand for information from companies in which investors 
have stakes has not only ballooned in volume terms but 
the pressure is on to produce that data ever more quickly. 
This mirrors what is happening in the securities trading 
environment, where share transactions are triggered by 
computer-based algorithms and executed in milliseconds.

Companies may seem stuck in the middle of  all this, 
but most are embracing the challenge. That much is 
apparent from a recent ACCA research programme entitled 
Understanding investors, the fourth and last part of  which 
looks at the impact of  investor demands on corporates. 

Most companies surveyed are moving towards even 
faster closing of  their books, and many are even prepared 
to move towards ‘real-time’ reporting – the concept that 
companies provide information continuously, rather than 
simply publishing financial statements every three, six or 
12 months. Speed of  financial reporting is preferable to 
complete accuracy – at least in theory.

It all sounds hopelessly frenetic, but companies that can 
meet investor demands for faster information should enjoy 
key benefits. First of  all is the internal plus of  getting a clear 
picture of  their own performance in their chosen markets 
quickly enough to be able to take action (corrective, pre-
emptive or opportunistic). Faster decision-making in sectors 
where innovation and speed of  response to customer needs 
determine success and failure is the prime advantage of  
being able to churn out and use the numbers without delay.

To be able to do that with confidence, however, 
companies need rigorous systems, robust controls and good 
governance processes in place, creating a virtuous circle 
whereby the numbers are not only fast but right.

Ross Paterson, FD at mass transit provider Stagecoach 
Group, says the company has been focusing on faster 
closing ‘because the board and audit committee have 
wanted more time to see and understand the results. That 
means that, if  they feel that any changes are required, they 
have time to reflect on it before it goes to the market.’ 

Multinational pharmaceutical business AstraZeneca 
has long been working on faster reporting, which director 
of  financial reporting Andy Chard says ‘allows the finance 
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FOR MORE INFORMATION:

Understanding investors: the changing corporate 
perspective is at www.accaglobal.com/reporting

companies cannot neglect this traditional reporting outlet. 
The emergence of  integrated reporting could well reaffirm 
the primacy of  the annual report, as companies and 
investors turn to the one document that blends strategy, 
performance, risk and social responsibility into a single, 
cohesive narrative.

The second point is that the pressure to report more 
quickly varies depending on the type of  shareholders that a 
company has. Those where the shareholder base has a large 
component of  short-term investors feel the pressure more 
acutely: some hedge funds, corporate governance vigilantes 
and IT-driven investment platforms will typically react to 
headline news, pouncing on any crumb of  information that 
seems out of  line with market expectations. Longer-term 
investors, by contrast, are less bothered about speed of  
reporting (but, it should be noted, they are not unbothered).

Achieving faster closing and reporting is not easy, 
and the ACCA research has identified a number of  
obstacles. Technology infrastructure is regarded as a 
bottleneck preventing further acceleration of  the process, 
while companies are also concerned about the trade-
off  between quality of  data and speed. A lack of  staff  
resources is another issue. Top of  the list of  obstacles 
to faster reporting, however, is (according to corporates) 
the ‘reluctance of  auditors to increase the speed of  the 
process’. Auditors and companies are eyeball-to-eyeball: 
Bob Dohrer, global leader for quality and risk at RSM 
International, says: ‘I think auditors are making huge 
strides towards providing information more quickly, but 

they are heavily dependent on the quality of  the company’s 
internal controls, reporting mechanisms and structures.’

So again it comes back to systems. The right way to deal 
with this will vary between companies, depending on what 
systems are already in place and how long the journey to 
‘fast-close Nirvana’ is. What’s notable at AstraZeneca is that 
the goal of  faster closing is not the sole responsibility of  
head office. Rather, local business units are responsible for 
their own figures. For a business with as much intra-group 
trading as AstraZeneca, that means ‘local CFOs can’t submit 
their numbers until their intercompany reconciliations are 
complete, so it becomes part of  their process rather than 
our process’, says Chard. ‘Holding the local CFOs to account 
for their numbers took a lot of  heat out of  our consolidation 
process. It was a big step forward for us.’

In other words, fast closing provides benefits to the 
group. It therefore has to be a group effort. And there is 
no sign of  that effort diminishing. ■

Andrew Sawers, journalist

▲ SNAPSHOT IN TIME
Up-to-the-minute performance data, particularly at key times such 
as the Christmas period, gives investors the most informed view
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CLOSING THE 
DISCLOSURE GAP
Listed companies in emerging markets are catching up with those in developed 
companies on sustainability reporting, says Corporate Knights’ Doug Morrow

T
he reporting practices of publicly traded companies 
have evolved dramatically over the past 20 years. 
While the foundation of the balance sheet, income 
statement and cashflow statement remains intact, 

today’s listed companies supplement these core documents 
with a diverse body of information and data covering 
corporate policy, strategic plans, business targets and 
accounting policy, as well as forward-looking information.

The broadening scope of  corporate disclosure is being 
driven to a large extent by tightening regulatory requirements, 
as well as a result of  the growing demand among investors 
for more comprehensive company-level information.

It is against this backdrop that the recent explosion in 
corporate sustainability reporting should be viewed. 

Sustainability reporting – loosely defined as the practice 
of  providing information about a company’s environmental, 
social and governance risks, opportunities and management 
capabilities – is the latest innovation in this trend towards 
expanding corporate reporting and transparency. 

Sustainability reporting may not always move the market, 
but it can provide a fascinating window into corporate 
strategy and behaviour. How companies perform on such 
indicators as annual greenhouse gas (GHG) emissions over 
revenue, CEO compensation over average employee salary 
or lost-time injury rate can provide rare glimpses into their 
strategy for managing costs, their approach to motivating 
employees and their operational effectiveness. 

On a look-ahead basis – with complex systemic 
challenges such as climate change, resource depletion, 
urbanisation, population growth and rising fossil-fuel prices 
on the horizon – it is hard to imagine sustainability reporting 
becoming less useful to investors. 

It is for these reasons and more that Corporate 
Knights sought to analyse the general state of  corporate 
sustainability reporting across the world’s equity markets 
with our recent report, Trends in Sustainability Disclosure: 
Benchmarking the World’s Stock Exchanges, 2013. The 
report was the second in the series, following up on our 
inaugural study released in 2012.

WHY THE SDGs MATTER
‘The United Nations’ Sustainable Development 
Goals (SDGs) – which will replace the Millennium 
Development Goals (MDGs) in 2015 – should matter 
to investors. They offer a significant opportunity 
to enhance corporate sustainability disclosure and 
to demonstrate clearly to governments, business 
and civil society the linkages between corporate 
transparency and sustainable development.

‘Aviva Investors convened the Corporate 
Sustainability Reporting Coalition (CSRC) in 2011 
around the Rio+20 Earth Summit to advocate a global 
convention on integrated sustainability reporting. It 
represents investors with assets under management of  
approximately US$2 trillion and includes organisations 
as diverse as ACCA, the Global Reporting Initiative and 
the Carbon Disclosure Project.

‘The last set of  MDGs failed to engage the private 
sector effectively, instead focusing on the role of  aid 
and foreign direct investment, missing out on the 
potentially transformative effect the sector could have 
in delivering the goals’ vision.

‘We were delighted that the reports that have so 
far fed into the SDGs’ development process have all 
recommended the promotion of  integrated reporting 
as part of  the goals, including the High-Level Panel 
chaired by UK prime minister David Cameron. 

‘It is vital that the SDGs recognise the importance 
of  good corporate governance in delivering the 
goals and in channelling private finance to the most 
sustainable and productive uses in our economy.  
The opportunity the SDGs presents now should  
not be missed.’

Steve Waygood, convener of the CSRC and chief 
responsible investment officer, Aviva Investors
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FOR MORE INFORMATION:

Trends in Sustainability Disclosure: Benchmarking the 
World’s Stock Exchanges, 2013 is at  

http://tinyurl.com/corporate-knights

Metrics analysis
In the most recent study, launched in October 2013, we  
were interested in figuring out which markets were home 
to the world’s most advanced sustainability reporters. In 
order to make some sense of  the admittedly wide-ranging 
nature of  sustainability reporting, we focused our analysis 
on a set of  seven specific metrics: employee turnover, 
energy use, GHG emissions, lost-time injury rate, payroll, 
waste produced and water consumption. By looking 
at the proportion of  companies on each exchange that 
discloses these metrics, we effectively ranked the world’s 

stock exchanges on the sustainability disclosure practices 
of  their listed companies.

BME Spanish Exchanges, based in Spain, received top 
billing in the 2013 ranking, moving up from fourth position 
in 2012’s assessment. The top five were rounded out by the 
stock exchanges in Helsinki, Tokyo, Oslo and Johannesburg. 

Our most noteworthy finding was that stock exchanges 
based in emerging markets are rapidly closing the 
‘disclosure gap’ between themselves and stock exchanges 
in the developed world. This is a reflection of  the surge 
in sustainability reporting that we are witnessing by 
listed companies based in emerging markets, including 
Brazil, India and South Africa. Our analysis indicates that 

▌▌▌SUSTAINABILITY REPORTING CAN PROVIDE 
A FASCINATING WINDOW INTO CORPORATE 
STRATEGY AND BEHAVIOUR

emerging markets-based stock exchanges are on track to 
overtake their developed-world counterparts in terms of  the 
proportion of  their listings that disclose the seven ‘first-
generation’ sustainability metrics reviewed in the study. 

While this ‘catch-up’ process is the result of  many 
different factors, one of  the primary drivers has been an 
influx of  reporting mechanisms implemented by stock 
exchanges and other regulatory actors. Celebrated examples 
include the decision of  the Securities and Exchange Board 
of  India to mandate the inclusion of  business responsibility 
reports in the annual reports of  India’s 100 largest listed 

entities based on market capitalisation.
Sustainability reporting can be 

viewed as the latest manifestation in the 
more general trend towards expanding 
corporate disclosure practices. Future 
milestones include integrated reporting 
and the provision of  more granular and 
standardised non-financial information. 

In addition to facilitating a more complete picture of  a 
company’s social and environmental impacts, sustainability 
reporting gives investors an additional source of  data that 
can be mined in the context of  portfolio management. ■

Doug Morrow is vice president of Corporate Knights Capital 
and a member of ACCA’s Global Forum for Sustainability
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GLOBAL GROWTH
Annual survey of top 50 global accounting networks shows a strong rise in advisory  
work but audit fees under pressure and a slowdown in the overall rate of growth

time in 2010 by just $9m. Deloitte’s lead is thanks mainly to 
its advisory work – it has expanded its advisory fee income 
by $4.5bn since 2008, while PwC’s advisory revenues grew 
by $2.4bn in the same period, according to IAB data. PwC 
announced at the end of  2013 that it had signed a tie-up 

with global consultancy Booz & Co, which is likely to boost 
the network’s advisory capabilities significantly.

The gap between third-ranked EY and fourth-placed 
KPMG grew by $1bn in 2013 to $2.4bn. In 2011 the fee 
income difference between the firms was just $170m. 

The move towards advisory work by the big accounting 
giants has been a growing trend over the past few years. IAB 
historic data shows that since 2004 the Big Four combined 
have increased their advisory revenues by more than $29bn 
while audit and accounting revenues increased by $13.1bn 
and tax work revenues by $8.6bn in the same time period. 

Audit under pressure
Audit and accounting services account for an average of  
48% of  overall fees earned by the top 10 networks, which 
indicates a downward trend from 53% in 2008. One of  the 
main constraints on audit is fee pressure, which has become 
increasingly acute through the global economic downturn 
and continued in 2013.

Over 64% of  firm leaders from around the world told 
IAB in an anonymous fee pressure survey that they have 
noted an increase in audit fee pressure in the past 12 
months. Nearly half  of  all respondents (48%) said they are 
concerned that fee pressure has led to a decrease in audit 
quality at some firms and 36% of  respondents admitted 
to facing an ongoing challenge to maintain audit quality in 
the face of  fee pressure at their own firm. In answer to the 
same question, an additional 25% said they had faced audit 
quality concerns over the past year due to fee pressure, but 
had addressed those concerns. 

IAB surveyed more than 250 firm leaders globally in 
January 2014 for the fee pressure survey.

W
hile global accounting firms reported overall fee 
income growth in 2013, the rate of growth has 
dipped for the second time since 2009, driven by 
downward pressure on fees, greater regulatory 

scrutiny and intense competition across the industry. 
According to the latest survey of  

global accounting firms conducted by 
International Accounting Bulletin (IAB), 
the 50 top international accounting 
networks and associations earned a 
combined $169.7bn in fees in 2013, 
up 3% on the year before; in 2012 the 
growth rate had been 5%.

For the second time in four years, Deloitte has overtaken 
PwC as the largest global accounting network, reporting 
$32.4bn in fee income. Deloitte leapfrogged PwC for the first 

▌▌▌NEARLY HALF OF RESPONDENTS SAID THEY 
ARE CONCERNED FEE PRESSURE HAS LED TO A 
DECREASE IN AUDIT QUALITY AT SOME FIRMS

THE FINANCE VALUE CHAIN
IAB’s findings show the profession is seemingly in 
good health with a robust fee income. 

But we cannot be complacent; the accompanying 
decline in growth shows that there are also pressures 
which come hot on the heels of  global financial 

turbulence and increased regulation. 
It will be interesting to see how 

the audit market shakes down 
given the recent rulings from 
the EU and competition 
issues in the UK. 

This is a time for the 
profession to reappraise and 
restate where its true value 
lies, and for ACCA to ensure 
members can oversee the 

whole finance value chain, 
from understanding 

and interpreting the 
numbers to being 
strategic and 
trusted advisers. 
Sue Almond, ACCA 
technical director
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Deloitte PwC EY KMPG Mid-tier

TOP 10 GLOBAL ACCOUNTING NETWORKS

TOP 10 MARKET SHARE

FOR MORE INFORMATION:

www.internationalaccountingbulletin.com

Rank

1

2

3

4

5

6

7

8

9

10

Network

Deloitte

PwC

EY

KPMG

BDO

Grant Thornton International

RSM International

Baker Tilly International

Crowe Horwath International

Nexia International

Revenue

$32,400.0m

$32,088.0m

$25,892.0m

$23,420.0m

$6,453.1m

$4,519.0m

$3,714.1m

$3,404.2m

$3,168.2m

$2,918.0m

Growth rate

4%

2%

6%

2%

7%

8%

–7%

3%

3%

3%

Year end

May-13

Jun-13

Jun-13

Sep-13

Sep-13

Sep-13

Dec-13

Jun-13

Dec-13

Jun-13

19%

19%

14%
13%

33%

Increased regulation
At the end of  2013 the EU audit reform regulation and 
directive documents were agreed on by EU parliament, 
the European Council and the European Commission.  
If  approved by MEPs (which could happen as we go to 
press) this audit reform will enforce mandatory audit  
firm rotation every 10 years for EU public interest entities. 
The EU audit reform is also likely to impose a 70%  
cap on fees earned for non-audit services rendered to  
an audit client.

IAB editor Ana Gyorkos says: ‘The introduction of  
mandatory rotation across EU member states is likely to 
lead to increased tenders in audit as well as to open up 
more opportunities for the mid-tier to tender for advisory 
work. Many mid-tier leaders feel the EU reform has not 
gone far enough to increase competition in the audit market 
and believe that despite the increased amount of  audit 
tenders they are likely to rotate among the big firms only, 
while the Big Four claim the introduction of  rotation and 
additional non-audit services caps could lead to decreased 
audit quality.’ ■

This article was contributed by International Accounting 
Bulletin
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SEEKING NIRVANA
In a world where technology is continually turning business on its head,  
is finance technology delivering on its promise, asks ACCA’s Jamie Lyon

potential to do so in the future – is discussed in a new ACCA 
report, Is finance function technology delivering on its promise?

Julie Spillane FCCA, managing director of  Accenture 
Global Services, believes the technology focus has been on 
‘better, faster and cheaper’, rather than on creating value. ‘Up 
until now, technology has been applied within the four walls 
of  finance – using technology to increase finance efficiency.’ 
But for many finance departments the financial returns from 
more efficient processing are marginal. Today, the goal of  
finance technology is to develop the business more profitably.

Risk-averse mindset
Reticence in the face of  new technology may come from 
the historic caution and risk-averse positions that finance 
professionals often take. Finance relies heavily on proof; 
if  leaders believe that tighter business rules have primacy 
over the implementation of  new technology whose payback 
and functionality are not clear, then transformation through 
technology will probably be marginal. Technology at this 
level is an enabler rather than a transformer. The focus on 
rules and risk may be obstructing new thinking, not only 
about finance processes themselves, but also about how 
value is created. Specsavers’ Dilesh Magdani FCCA, head of  

T
echnology has historically been a catalyst driving 
efficiency in finance operations, lowering costs, 
fostering standardisation and improving controls. 
But can it also be critical in creating the value that 

finance should provide to the business through commercial 
insight and data analysis?

In the past decade, companies in all industries and of  all 
sizes have deployed technology to change the fundamentals 
of  finance delivery, using enterprise resource planning 
and other applications to provide cost control and quality 
in finance transactions, reducing manual transaction 
processing by up to 85%. As Simon Newton, the John Lewis 
Partnership’s FD for partnership services, says: ‘There’s more 
standardisation and there’s better quality data everywhere.’

However, many business leaders see opportunities for 
further technology application in finance services. George 
Connell, Shell’s vice president strategy, finance operations 
and centre finance lead (Glasgow), says: ‘Working for a big 
corporation, there’s still far too much manual work, too much 
reliance on spreadsheets. We’re not properly leveraging 
technology and I don’t think we’ve got full agility either.’

The extent to which technology is changing the face of  
delivery and providing value for the organisation – and its 
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finance shared services, says: ‘I think finance is way behind 
the curve. We lack imagination and we are too conservative.’

There is also the fundamental question of  what is the 
future of  a finance organisation if  its customers can process 
their own transactions in real time? Ultimately, will technology 
move the business to self-service or ‘lights-out’ finance?

Deloitte partner Peter Moller says: ‘We are not lights out 
yet, but we are a lot darker than we used to be… Why do 
we need anyone doing routine back-office processes? The 
objective should be to create straight-through processing and 
lights out for all the back office. When you have exceptions, 
change the business rules and get rid of  them.’ 

For many leaders, lights-out finance may be a vision 
worth pursuing even if  it is not viewed as fully achievable. 
For example, Shell reduced its 1,700 purchase-to-pay jobs to 
350 by applying available technology and, more importantly, 
eliminating non-compliance through new business rules.

And what about the SMAC pack? Do finance departments 
sufficiently understand social, mobile, analytics and cloud 
technologies, and are they keeping pace with the rate of  
adoption by sales, marketing and even HR departments?

Few finance leaders fully embrace the SMAC potential. 
When it comes to social and mobile technologies, they point 
to the greater imperative of  investing to enhance customer-
facing functions such as sales and marketing rather than 
back-office functions.

The cloud’s potential for risk naturally makes some 
finance leaders nervous. Concerns about software as a 
service for many finance applications are exemplified by 
security issues, including the physical location of  servers. 
The inability (or refusal) to adopt the standardisation that is 
the cloud’s core value proposition hampers implementation. 
These concerns obscure the greater returns in cost, time 
and flexibility that the cloud has given other functions.

SMAC will probably be adopted unevenly in finance 
operations over the next few years, with a focus on analytics 
and the cloud, if  finance leaders can understand the 
benefits and risks. Many finance leaders admit they do not 
focus on – or perhaps understand – the application of  social 
and mobile technologies beyond efficient communication 
with their teams. But they know that these technologies 
could eventually affect finance processes themselves – once 
they can work out how to use them.

In terms of  finance delivery, technology can turn 
prevailing models upside down. Successful, more aggressive 
implementations of  so-called BPaaS (business process 
as a service) could eliminate the need for service centres 

(whether managed internally or outsourced), moving 
organisations further towards truly lights-out finance. 

Alternatively, a new breed of  technologies, branded 
‘cognitive’ or ‘robotic’, are purported to be able to transform 
the economics of  finance offshoring by eliminating labour 
arbitrage. But what is the likely scenario?

No role for robots
Liz Ditchburn, relationship leader at Kimberly-Clark, says: 
‘We are dealing with data and payments, so I just don’t see 
a role for a robot. I struggle with the concept. I think that 
it’s marketing hype. We should be focusing on getting rid 
of  processes.’

Perhaps FDs are not ready to take a leap of  faith. 
They tend to implement bespoke tools, such as workflow 
and e-invoicing, where payback is obvious. For applied 
technologies that could be really transformative, the 
business case is not as clear because finance leaders may 
not understand how these technologies should be used, how 
or where finance could interact with these technologies, and 
what their impact will be on costs and profits.

Experts believe global process owners must take more 
responsibility for technology deployment, resulting in a 
new relationship between finance and technology. They 
believe the finance function must create the vision and set 
the requirements. At the same time, finance professionals 

should work very closely with 
technology experts who understand 
the capabilities and the enterprise 
environment and can drive innovative 
thinking about deploying applications. 

As Ditchburn says: ‘The people 
who are best placed to work out the 
requirements and the opportunities are 

the finance people. The people best equipped to understand 
what technology can do are the technology people. It’s about 
collaboration and innovative thinking.’

So is it going too far to assert that technology will be a 
genuine game changer for finance over time? Although such 
a transformation is unlikely to happen overnight, perhaps 
emerging technology will, nonetheless, begin to prompt 
some fundamental questions on the role of  the finance 
function within the organisation. 

If, through technology, finance is able to rebalance its 
preoccupation with processes – and their elimination – by 
using technologies that mine financial data for patterns, 
the function will be better placed to meet its aspirations to 
create business value in the future. ■

Jamie Lyon FCCA is ACCA’s head of corporate sector

▌▌▌‘THE OBJECTIVE SHOULD BE TO CREATE 
STRAIGHT-THROUGH PROCESSING AND LIGHTS 
OUT FOR ALL THE BACK OFFICE’

FOR MORE INFORMATION:

Is finance function technology delivering on its promise? 
is available at www.accaglobal.com/transformation
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FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

Career boost 
Talent doctor Rob Yeung advises how to hone your interview skills to exude confidence 
and ensure you give the right impression – and dispels the myth about body language

TALENT DOCTOR: INTERVIEWS
A big chunk of my work is training managers in how to 
interview candidates. I also interview senior candidates 
on behalf of organisations when the stakes are high 
and the organisation wants to make the very best hiring 
decision. And I see a lot of candidates who simply don’t 
present themselves well.

So how can you present yourself  well if  you’re on the 
lookout for a new job?

For starters, don’t worry about your body language. 
You may have heard it said that most of  the impact we 
have on other people comes down to body language and 
tone of  voice. A commonly quoted statistic says that 
55% of  what we communicate is through our posture, 
movements and facial expressions. Tone of  voice is 
supposed to account for 38% of  our impact, and only 7% 
is down to our actual words.

The statistic is wrong. It comes from research back 
in the 1960s that has been widely misinterpreted; more 
recent studies show body language matters little. For 
example, University of  Southern Mississippi researcher 
James Hollandsworth used discriminant analysis to 
examine the relative importance of  seven factors on 
interview performance. He looked at behaviours such as 
eye contact, body posture, loudness of  speech and the 
content of  what people said.

Appropriateness, fluency, composure
The single most important factor was the appropriateness 
of  people’s content – that is, the answers that candidates 
gave. The next was fluency of  speech (which was defined 
as speaking without too much hesitation), followed by 
composure (coming across as calm and confident).

Body language hardly mattered. So do not worry about 
whether you are sitting with your arms or legs crossed 
or uncrossed. Do not overthink whether you are giving 
enough or too much eye contact. Instead, prepare to win 
the job by thinking about examples – short stories – to 
demonstrate your skills and experience.

Suppose an interviewer asks you: ‘Are you a good 
manager?’ Be sure to describe a situation in which you 
showed great leadership skills. Perhaps you discovered 
a project was in danger of  missing its deadline but you 
managed to work out how to get it all done on time. 
Maybe you uncovered a conflict between colleagues and 
helped them resolve it. The point is to construct a short 
story demonstrating how your actions led directly to 
benefits for your team, customers or organisation.

Finally, allow time to prepare for an interview by not 
only thinking about the answers you might give but also 

rehearsing them. After all, actors preparing to go on 
stage don’t merely read their scripts over and over: they 
rehearse their lines out loud while thinking about their 
pacing, volume and intonation. And they do it multiple 
times until they know they can repeat the performance 
under pressure.

Good candidates do not just have the right skills 
and experience, they also think about how best to 
present them. So help yourself  to be one of  those 
stronger candidates.

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and author of over 20 career and 
management books including How To Win: The 
Argument, the Pitch, the Job, the Race (Capstone);  
he also appears frequently as a business commentator 
on BBC, CNBC and CNN news.
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THE PERFECT: STAFF CANTEEN
Google is legendary for many things – being Google, inventing 
computer spectacles, making the leap from noun to verb in 
common parlance.

But what about its offices? I have friends who have gone for 
meetings at Google and come away in rapture – slides between 
floors, luxury break-out rooms filled with table football, arcade 

games, couches and premium snacks. And 
it’s this last point that seemed to impress 
the most – an abundance of  quality food all 
over the building climaxing in the canteen, 

where chefs are on hand to cater for these 
IT geniuses – a happy workforce is a well-fed 
one… or maybe a spoilt one? 

The reality for most of  us is a little 
different. A canteen is often no more 
than a kettle in a cupboard. Or 
perhaps you are lucky enough to 
have a few old bar stools, a table, 
maybe even a toaster and a water 

butt. Considering the majority of  
employed people spend much of  

their waking hours in the workplace, 
providing a positive environment has 

become a priority for many employers. 
It can help increase productivity, retain 
talent and enhance reputation – all key to 
maintaining a strong brand.

IN RECRUITERS’ MINDS 
Recruiter magazine recently 
surveyed its UK readership 
of  business owners, chief  
executives and HR managers 
on their lessons from 2013. 

Here’s what’s on their 
minds. Julie Towers, MD, 
recruitment solutions, 
Penna: ‘Transferable skills 
are highly sought after, 
but if  the behaviours and 
cultural fit aren’t aligned 
between employer and 
employee, particularly at 
senior management level, 
skills and experience won’t 
cut it!’ 

Flo Software Solutions 
MD Craig Aston: ‘When 
starting up a business you 
have to be very flexible in 
your approach. You will make 
mistakes and things will not 
always go to plan, whether 
that relates to people, 
products or decisions made.’ 

David Cohen, senior 
director of  talent solutions, 
LinkedIn, EMEA: ‘Recruiters 
need to keep pace to ensure 
they have access to the 
best and widest talent pool. 
Passive candidates have 
proven to be more engaged, 
less prone to attrition, 
and more likely to make 
an impact.’ 

MBA IS THE WAY
‘Crisis! What crisis?’ The 
blasé quip may be dated,  
but in the context of  the  
FT’s 2014 MBA rankings  
and graduate salaries, it rings 
true. Over the past five years 
MBA graduate salaries have 
doubled, with those of  elite 
graduates up to $182,000. 
According to the FT, 30% of  
executives in top international 
companies hold MBAs. ■

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

FOR MORE INFORMATION:
               

www.accacareers.com

THE BIG BREAK 
SIMON PADGETT FCCA
Simon Padgett was hired by global consulting firm 
Protiviti in 2011 to establish a forensic services practice 
in the Gulf region, based out of the Abu Dhabi office. 
With fraud constituting a potential 5% of global GDP 
in 2011, or a whopping $3.5 trillion, according to the 
Association of Certified Fraud Examiners’ 2012 Report to 
the Nations, and a lumbering global economy fractured 
by poor governance, the role of the forensic accountant 
is as vital as ever. Within the accountancy profession 
the forensic specialism has quite an allure, according to 
Padgett: ‘Whenever we were auditing and we found a fraud, it was very exciting,’ he 
says. ‘There was a buzz and everyone came to work early and stayed late. Forensics 
is not proving that something is right, you’re proving that something is wrong. It’s got 
a buzz to it. I guess it’s like being the policeman: you get your teeth into something 
that’s not good, and you don’t let go until you resolve it – it’s a puzzle.’ Read the full 
interview at www.accacareers.com

* integrity: once broken it’s gone forever 
– you need to know right from wrong

* an analytical mind and good IT skills 
– we have to drill down into masses of  
data looking for anything unusual

* accounting/auditing background

* inquisitiveness – things are often not 
what they seem

* tenaciousness – once you get your 
teeth into something, do not let go.

Padgett’s key forensic accountancy skills:
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the natural differences 
between products and 
further differentiates 
these. Brands thus have 
a separate brand identity 
(that is how the supplier 
is trying to position 
them) and personality. To 
straightforward types like 
accountants this may seem 
to be a rather artificial 
concept. But the brand 
carries with it certain 
associations that seem to 
reach beyond the physical 

product. Thus, for instance, 
if  you drink a can of  Coke 
you are not just consuming 
a fizzy, tangy, dark-coloured, 
liquid – you are also having 
a relaxed social experience.
This is, in a way, analogous 
to the idea of  ‘spirit’ in 
religion as something 
that exists but is outside 
immediate physical reality.

Brands need to be 
recognised to add value. 
This brings us to brand 

In the first article in this 
series on marketing, we 
defined marketing strategy 
as: ‘The process of deciding 
which markets to compete 
in, which customers 
to prioritise, and what 
customer value to target, 
and to decide how that 
will be delivered through 
products, service and the 
marketing mix in order to 
beat competitors.’

Within that process, 
one of  the core concepts – 

separate from the Four Ps 
of  the marketing mix – is 
the concept of  a brand. 
So, as part of  the process 
of  building a marketing 
strategy, one needs now to 
look at brand strategy.

Brand strategy
A brand is ‘a name or/
and design or symbol that 
identifies one product 
separately from its 
competitors’. Brand takes 

awareness, which is ‘the 
extent to which a brand is on 
the radar screen of  people’. 
For example, it is only a 
few years since Metro Bank 
started up as a new bank in 
the London area, with the 
goal of  being a customer-
friendly bank. Its brand 
message (what it stands for)
is blazoned in its ‘stores’ 
(it doesn’t have ‘branches’) 
as: ‘OPEN 7 DAYS – early 
and late’; ‘OPEN 362 days 
a year’; ‘SATISFACTION 

GUARANTEED’; and ‘We 
LOVE our customers’.

Metro Bank thus has 
very clear brand values – 
what it stands for and what 
you can expect to get from 
it. Here, brand values are 
‘those things that a product 
stands for that are reasons 
for buying it’. For example, a 
reason for buying a Honda-R 
is because the mechanics 
never seem to break down. 
But in the case of  Metro 

Bank, it has a low or at best 
uneven brand awareness as 
it is best known in London, 
although that is changing.

Take another example: 
the healthy drinks business 
Innocent, market leader  
of  smoothies:

* Innocent uses green 
electricity at its Fruit 
Towers headquarters

* Innocent sources fruit 
from suppliers that look 
after their workers and 
the environment

* all of  Innocent’s bananas 
come from Rainforest 
Alliance-accredited farms

* Innocent donates 10% of  
all its profits each year to 
the Innocent Foundation.
Here there are much 

more specific brand 
values that encapsulate its 
relevance to the customer 
and give it a distinct 
competitive advantage. 

These are classic 
examples of  where a 
company uses symbolic 
means to generate 
distinctiveness and through 
being a ‘first mover’ (ie 
the first to occupy that 
competitive space). This is 
a major way of  gaining what 
in competitive strategy is 
called ‘unique competing 
space’ – sometimes known 
as the ‘sweet spot’.

Thus, in essence, brand 
strategy is ‘setting brand 
identity with clear values 
and personality to gain 
awareness and recognition, 
acceptance and customer 
loyalty – with the ideal 
intention of  gaining unique 
competing space’.

This should also lead to 
extending the brand to a 
number of  products. Indeed, 
inspired in 2012 by hearing 

Marketing and branding
In his third article on marketing, Dr Tony Grundy examines how 
marketing and branding strategies create economic value
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about the best-selling book 
of  all time, which made 
product simply fly off  the 
shelves at Ann Summers 
– the title sounded like a 
painting and decorating 
book – inspired me to do 
something similar.

I had created a brand 
of  ‘Demystifying…’ in 
2012 through my book 
Demystifying Strategy, and 
then had the idea to write a 
follow-up called Demystifying 
Strategic Thinking – Lessons 

From Leading CEOs. This 
used the ‘Demystifying’ 
brand umbrella to create 
two sub-branded products 
– that umbrella can now 
be used for others. There 
are likely to be incremental 
sales generated as readers 
of  my second book will buy 
the first.

The moral here is that 
just because I am an 
accountant doesn’t mean I 
can’t come up with a brand 
concept. Brand strategy 
isn’t rocket science!

Economic value
At this point we need to look 
at how all of  this begins to 
turn itself  into economic 
value. Brands represent 
considerable value first 
and foremost because they 
attract a price premium.

For instance, when 
I taught at a previous 
business school to Henley, 
a corporate client wanted 
to buy my programmes via 
that channel at a cost OF 
£10,000 a day (at today’s 
prices) – and that was even 
if  they were held at their 
premises. Take away that 
channel and the cost would 
be quite a small fraction of  
that sum.

This feature is called 
brand equity or the extra 
price that is paid over 
and above a vanilla price 
because of  the brand values, 
real and perceived.

If  the accountant is 
interested in profit, return 
or economic value etc, then 
he/she should clearly be 
interested in the power of  
brands, as that does seem 
an easier route than many to 
superior wealth creation.

As was once said 

by the chairman of  ICI 
Agrochemicals some 25 
years ago when I was 
seconded there: ‘Tony, did I 
hear you saying that making 
money in business is hard? 
No, the art of  being in 
business is to learn not just 
to make money, but to make 
it easily.’ Brands can make 
making money a lot easier.

Brand equity is 
notoriously hard to put an 
economic value on – as it 
is less tangible – but by no 
means impossible, whether 
you are Honda, Innocent or 
a business school.

The steps needed are:
1 to identify the discrete 

‘value pots’ or ‘value 
drivers’ of  the brand – 
those things that may 
generate incremental 
cashflow;

2 to take each one and 
identify the incremental 
competitive advantage 
and/or defensive 
advantage this brings;

3 to explore and test out its 
likely competitive duration 
or, if  you can foresee a 
curve of  decline in that 
edge, project what kind of  
shape that is; this needs 
to incorporate some view 
of  what competitors will 

▌▌▌JUST BECAUSE I AM AN ACCOUNTANT DOESN’T 
MEAN I CAN’T COME UP WITH A BRAND CONCEPT – 
BRAND STRATEGY ISN’T ROCKET SCIENCE!

be doing and how the 
market is changing 

4 to do a ‘what if’, given 
the intended investment 
in that brand and future 
cashflows over the 
competitive duration or 
‘period of  competitive 
advantage’;

5 evaluate these using 
discounted cashflow.
Step 1 may break down 

into many elements (and  
not limited to these):

* incremental price 

premium – the  
‘premium value’

* adding value through 
increasing frequency 
of  purchase or greater 
rate of  consumption – 
‘volume value’

* protecting against 
lowering the price – 
‘protective value’

* avoiding loss of  
customers –  
‘loyalty value’

* providing a platform  
to launch new, more 
related products – 
‘extension value’

* providing a platform to 
launch new, less-related 
products – ‘stretch value’

* encouraging unintended 
purchases – ‘impulse- 
buy value’

* spreading and 
multiplying demand 
without effort – ‘word-of-
mouth value’

* the extra value that can 
be captured on exit if  
selling the business, 
as any buyer stands to 

generate both premium 
value and volume value 
through synergies – 
‘disposal value’.

Don’t do anything silly to 
destroy brand value for 
tactical financial reasons. 
For example, recently 
I noticed a £50 phone 
bill from the Holiday 
Inn (trusted brand) for 
a 20-minute phone call. 
Apparently there was a little 
piece of  plastic attached to 
the phone cord saying ‘calls 
cost £2.49 a minute’ – such 
a good way of  ensuring that 
customers that miss it never 
return (sensibly they agreed 
to 80% off).

Sometimes the value 
of  the brand portfolio 
of  a business can be 
comparable if  not greater 
than the economic value 
of  its core operations. As 
an accountant, help your 
board and your owners to 
realise that, rather than just 
thinking about shorter-term 
profits – as that is just a 
part of  the value picture.

Think about which of  
these areas of  brand value 
applies to your company. Are 
there other domains through 
which your brand can be 
exploited that you have 
neglected to think about? If  
you are looking at the value 
of  your company, how much 
is generated by its brand 
equity? If  you are a private 
company one day seeking an 
exit, how can you build that? 
What is the worth potentially 
to a new owner, and might 
that make the business 
worth more? ■

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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Ban all late changes 
Once the reporting pack 
is prepared, allow no 
adjustments unless they 
are very material. There 
is nothing worse for the 
finance team than to submit 
a finance report to the CEO 
that is inconsistent. This is 
frequently caused by a late 
change not being processed 
properly through the report. 
As night follows day, the 
CEO will be sure to find it. 

It is far better to hold 
back on processing minor 
adjustments as the net 
result reported in the P/L 
is still true and fair. If  the 
CEO spots, say, a shortfall 
in revenue, point out that 
you have held back some 
adjustments as the net 
impact is immaterial. Most 
CEOs will agree with your 
judgment call and move on 
to another issue.

Check for consistency
For every number that 
appears elsewhere in the 
report – either in the text, 
a table or a graph – write 
the page reference where 
it appears again and 
initial to indicate you have 
checked the number in the 
subsequent page. 

When you have all your 
cut-off done by the close 
of the last working day, as 
explained in the previous 
two articles, you still need 
to work smartly to get the 
reporting done fast and 
error-free. 

The first 24 hours 
At 5pm on the last working 
day, with all the cut-offs 
done we can print off  the 
first cut of  the numbers. The 
management accountants 
should take a copy home 
and look for areas where 
they think the numbers 
could be wrong.

At 9am the following day, 
all the accountants meet to 
assign the areas needing 
further work to be sure the 
numbers are true and fair. 
At 3pm to 4pm meet again 
to discuss the adjustments; 
with luck, many will have 
netted each other off. 
Process only the few material 
adjustments that restate the 
numbers to ‘true and fair’. 

Flash result to the CEO 
Issue a flash result on the 
profit and loss statement 
(P/L) bottom-line to the 
CEO by the close of  the first 
working day, stating a level 
of  accuracy (eg, +/–5%, 
+/–10%). Five to seven lines 
is normally enough. Never 
attempt a flash report until 
the AP, AR and accrual cut-
offs have been successfully 
moved back to the last 
working day of  the month. 

The flash result will 
largely satisfy the CEO’s 
appetite for month-end 
information. This creates a 
great opportunity to reduce 
the final month-end report 
to the CEO to one A3 page.

Fast month-end reporting: part three
You are now ready for the clincher – delivering a flash result on the monthly P/L to the 
CEO by the close of the following working day. David Parmenter shows you how

FOR MORE INFORMATION:

Read the first part of  this article at www.accaglobal/ab51

Read the second part at www.accaglobal/ab61

www.davidparmenter.com

www.davidparmenter.com/courses

NEXT STEPS
1 Deliver a flash report by close of  play on the first 

working day to the CEO.
2 Embed the quality assurance procedures this week.
3 Reduce your month-end report to the CEO to one 

A3 page. If  you want a template, send me an email 
(parmenter@waymark.co.nz).

The read-back
Have a person new to the 
report read it loud back 
to the writer. By hearing 
the words the writer can 
improve the grammar and 
make it an easier read. If  
the reader has difficulties 
in understanding any of  
it, I can assure you the 
CEO will likewise. You can 
also use a ‘text-to-voice’ 
facility which is available in 
many applications such as 
Microsoft Word. Your clever 
IT team will show you how to 
set this up. 

The two-gremlin rule
In every piece of  work there 
are always at least two 
gremlins that manage to 
sneak through. 

If  I find them and they 
are of  minor importance, 
then I leave them and 
release the report. If  you 
do not find them, then look 
again – or someone else will 
spot them. ■
David Parmenter is a 
writer and presenter on 
measuring, monitoring and 
managing performance
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In December 2013, the 
International Accounting 
Standards Board 
(IASB) issued two 
tranches of ‘annual 
improvements’ 
to International 
Financial Reporting 
Standards (IFRS). 
The improvements 
process is how the 
IASB adjusts IFRS in areas 
where the standards are 
unclear. Although these 
amendments generally do 
not significantly change 
the application of the 
standards, it is important 
for entities to determine 
any potential impact by 
reviewing their accounting 
policies. The recent 
amendments contain 11 
changes to nine standards.  

IFRS 3, Business 
Combinations, currently 
says that contingent 
consideration must be 
measured at fair value at 
the time of  the business 
combination. If  the amount 
of  contingent consideration 
changes as a result of  a 
post-acquisition event, the 
accounting for the change 
depends on whether the 
additional consideration 
is classified as an equity 
instrument, an asset or 
liability. Currently, if  the 
additional consideration 
is classified as an asset or 
liability that is a financial 
instrument, gains and 
losses are recognised in 
either profit or loss or other 
comprehensive income. 

The amendment 
states that changes in the 
fair value of  contingent 
consideration that is 
classified as an asset or 
liability irrespective of  

whether it is a financial 
instrument are recognised 
in profit or loss. Thus 
contingent consideration 
cannot be measured at 
fair value through other 
comprehensive income. This 
applies only to business 
combinations. 

IFRS 3 has also been 
amended to clarify that 
both joint arrangements and 
joint ventures are outside 
its scope. This applies only 
to the accounting in the 
financial statements of  the 
joint arrangement. IFRS 
11, Joint Arrangements, 
introduced joint 
arrangements to replace the 
concept of  joint ventures, 
which is a type of  joint 
arrangement within IFRS 11. 
IFRS 3 is basically updated 
to reflect the change. 

Joint arrangements 

are either joint operations 
or joint ventures. A 
joint operation is a joint 
arrangement where the 
parties that have joint 
control have rights to the 
assets and liabilities; a 
joint venture is a joint 
arrangement where the 
parties that have joint 
control have rights to the net 
assets of  the arrangement. 

IFRS 11 requires 
the use of  the equity 
method of  accounting for 
interests in joint ventures 
thereby eliminating the 
proportionate consolidation 
method. The decision 
regarding whether a joint 
arrangement is a joint 
operation or a joint venture 
is based on the parties’ 
rights and obligations.

A further amendment, 
which is linked to IFRS 3, 

relates to IAS 40, Investment 
Property. Its aim is to clarify 
that judgment is needed 
to determine whether the 
acquisition of  investment 
property is the acquisition 
of  an asset or is a business 
combination within the 
scope of  IFRS 3. The 
judgment is based on the 
guidance offered in IFRS 3. 

The IFRS Interpretations 
Committee had reported 
that some practitioners 
considered both standards 
to be mutually exclusive 
while others felt that an 
entity acquiring investment 
property had to determine 
whether it met both 
definitions. IFRS 3 and IAS 
40 are deemed not to be 
mutually exclusive and IAS 
40 is amended to state 
explicitly that judgment is 
needed to determine » 

Keeping up to date
Graham Holt outlines the recent amendments made to nine 
International Financial Reporting Standards

▌▌▌IFRS 11 REQUIRES THE USE OF THE EQUITY METHOD 
OF ACCOUNTING FOR INTERESTS IN JOINT VENTURES – 
ELIMINATING PROPORTIONATE CONSOLIDATION
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whether the transaction is 
solely the acquisition of  
an investment property or 
whether it is the acquisition 
of  a group of  assets or 
a business combination 
within the scope of  IFRS 3 
that includes an investment 
property. The judgment is 
not based on IAS 40 but on 
the guidance in IFRS 3. The 
amendment does not help 
to determine whether an 
acquisition is a purchase of  
a business or an asset as 
judgment is still required.

Vesting conditions are 
conditions imposed under 
a share-based payment 
arrangement that the 
counterparty (an employee 
or third party) must satisfy 
to be entitled to receive 
cash, other assets or equity 
instruments of  the entity. 

A 2008 amendment to 
IFRS 2 clarified that vesting 
conditions determine 
whether the entity receives 
the services that result 
in the counterparty’s 
entitlement and restricted 
the definition of  vesting 
conditions to include only 
service and performance 
conditions. All features of  
a share-based payment 
arrangement other than 
service and performance 
conditions are considered to 
be non-vesting conditions. 

The improvement 
amends the definitions 
of  vesting condition and 
market condition and adds 
separate definitions for 
performance condition and 
service condition. 

A performance target can 
be based on the activities of  

and also the identification 
of  the CODM as ESMA 
feels that the definition 
of  the CODM contains 
conflicting prerogatives 
(allocation of  resources 

versus assessment of  
performance). 

The IASB has clarified 
the position in IFRS 13, 
Fair Value Measurement, 
as regards short-term 
receivables and payables. 
There was confusion over 
whether the ability to 
measure these items at 
invoice amounts had been 
removed by IFRS 13 and 
amendments to IAS 39 and 
IFRS 9. It has been clarified 
that those elements that 
have no stated interest rates 
can be shown at invoice 
amounts when the effect of  
discounting is immaterial. 
Entities will need to 
assess what is meant by 
‘immaterial’ in this context.

IAS 16, Property, Plant 
and Equipment, and IAS 

38, Intangible Assets, 
provide two different 

treatments for 
accumulated 
depreciation/
amortisation 

the entity, or another entity 
in the same group, and can 
relate to the performance 
of  the whole or part of  
the entity. A performance 
condition must contain a 
service condition and be 
met while the counterparty 
renders the service. 

A market condition is 
a form of  performance 
condition but a share 
market index target is a 

non-vesting condition as it 
reflects the performance 
of  other entities as well 
as those of  the group. If  
the counterparty ceases 
to provide service during 
the vesting period, and so 
does not meet a service 
condition, then no expense 
is recognised for the 
services received and is 
reversed. If  there is vesting 
of  an award on cessation 
of  employment, then this 
obviously does not apply.

IFRS 8, Operating 
Segments, states that two or 
more operating segments 
may be aggregated into a 

single operating segment 
if  aggregation is consistent 
with the core principles of  
the standard, and as long as 
the segments have similar 
economic characteristics 
and are similar in certain 
qualitative aspects. 

The amendment requires 
disclosure of  the judgments 

▌▌▌THE IASB HAS CLARIFIED THE POSITION IN IFRS 13, 
FAIR VALUE MEASUREMENT, AS REGARDS SHORT-TERM 
RECEIVABLES AND PAYABLES

made by management in 
determining the aggregation 
criteria including the nature 
of  the similar economic 
characteristics. The 
reconciliation of  segment 
assets to total assets must 
be provided only if  the 
reconciliation is regularly 
reported to the chief  
operating decision maker 
(CODM).

The amendment arose 
as a result of  a submission 
by the European Securities 
and Markets Authority 
(ESMA) asking the IASB to 
consider the application 
of  the aggregation criteria 
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at the date of  a revaluation. 
Accumulated depreciation/
amortisation is either 
restated proportionately 
with the change in the gross 
carrying amount of  the 
asset, so that the carrying 
amount of  the asset after 
revaluation equals its 
revalued amount (the gross 
approach), or is eliminated 
against the gross carrying 
amount of  the asset and 
the net amount restated to 
the revalued amount of  the 
asset (the offset approach). 
Offset is often used for 
buildings and gross when an 
asset is revalued by means 
of  applying an index.

The restatement of  
accumulated depreciation 
proportionate to the gross 
carrying amount is not 
possible when the residual 
value, the useful life or the 
depreciation method has 
been changed before a 
revaluation. 

The amendment to 
IAS 16 and IAS 38 states 
that when an item is 
revalued, the accumulated 
depreciation is eliminated 
against the gross carrying 
amount of  the asset and 
the net amount is restated 

to the revalued amount of  
the asset. Alternatively, 
the gross carrying amount 
is restated consistent 
with the revaluation of  
the carrying amount. The 
accumulated depreciation 
is the difference between 
the gross and net carrying 
amounts. The gross 
carrying amount may be 
restated by reference to 
observable market data 
or proportionately to the 

IFRS 1, First-time 
Adoption of International 
Financial Reporting 
Standards, sets out the 
procedures an entity must 
follow when it first adopts 
IFRS. The amendment 
allows an entity to apply 
either an existing effective 
IFRS or a new or revised 
IFRS that is not yet 
mandatory (provided 
that early application is 
permitted). However, the 
entity has to apply the 
same version of  the IFRS 
throughout the periods 
covered by those first IFRS 
financial statements. This 
clarifies the meaning of  
‘effective IFRS’ in IFRS 1. 

Finally, IAS 24, 
Related Party Disclosures, 
is amended so that an 
entity that provides key 
management personnel 
services is a related party 
and subject to the related 
party disclosures.

Some of  these 
amendments are 
retrospective, some are 
effective immediately 
and some prospectively 
from 1 July 2014. Earlier 
application is permitted 
without adopting all 
amendments. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
University Business School

FOR MORE INFORMATION:

The publications IASB concludes 2010–2012 and 
2011–2013 Annual Improvements Cycles are available at 

http://tinyurl.com/IFRSb  

change in the net carrying 
amount. The determination 
of  the accumulated 
depreciation does not 
depend on the selection of  
the valuation technique.

IFRS 13 includes a scope 
exception for measuring 
the fair value of  a group 
of  financial assets and 
financial liabilities on a 
net basis. It was not clear 
whether this exception, 
known as the ‘portfolio 
exception’, included all 
contracts within the scope 
of  IAS 39 or IFRS 9, which 
includes such things as 
commodity derivatives, 
which do not meet the 
definitions of  financial 
assets or financial liabilities 
in IAS 32. The IASB’s 
intention was to include 
such contracts in the 
portfolio exception. 

The amendment clarifies 
that the portfolio exceptions 
can be applied to financial 
assets, financial liabilities 
and other contracts within 
IAS 39 or IFRS 9, and not 
just to those contracts 
that meet the definition of  
financial assets or liabilities.
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but with some changes, 
including a need for a 
cashflow on almost all 
entities. 

* Additional disclosures 
such as the salary of  ‘key 
management personnel’ 
(separate to directors’ 
emoluments).  

* Additional disclosure on 
key assumptions and 
uncertainties. 

* There may be some 
changes needed to the 
systems for accounting 
for FX transactions.  

* There will be 
additional options 
for the accounting 
of  investments in 
subsidiaries or associate 
or joint ventures in the 
single company accounts.

* For non-FRS 25 and 
26 users, financial 
instruments will come 
on balance sheet, with 
amortised cost the 
preferred accounting 
method although fair 
value will also be used in 
some cases.   

* For existing FRS 25 and 
26 users, HTM and AFS 
will no longer be available 
to use. 

1 ACCOUNTING AND 
AUDIT ISSUES
Issues common to all 
GAAPs

* the assumptions used to 
support any deferred tax 
assets – are these still 
appropriate?

* the cashflows forecasted 
when preparing value in 
use calculations, both in 
terms of  the cashflows 
and the discount rate 
used 

* going concern issues, 
such as bank facilities 
and other available 
finance sufficient to 
satisfy the auditor and 
to allow the removal of  
an emphasis of  matter 
paragraph in the audit 
report

* valuation of  intangible 
assets such as 
development expenditure.

FRS 102 (UK GAAP) issues
For current UK GAAP users, 
the change from SSAPs 
and FRSs to FRS 102 in 
2015 may require some 
management:

* The format of  the 
financial statements will 
remain largely the same 

* Unrealised gains on 
investment property 
will be posted to profit 
and loss (and not the 
STRGL as currently).

* Professional values 
will no longer be 
required, but 
revaluation of  
property will be 
allowed only 
where it can 
be measured 
reliably.  

* New goodwill 
may have a 
limited life 
of  five years 
(usually).

* There will 
be new 
treatments 
allowed 
for the 
accounting 
for grants.

* Deferred 
taxation will 
have to be 
calculated and 
accounted for on 
revalued buildings. 

* Charities/ 
public benefit 
entities will have 
specific accounting 
requirements.

IFRS issues
There are a number of  
International Financial 
Reporting Standards (IFRS) 
that become applicable 
in 2014:

* IFRS 13 and the 
calculation of  fair 
value are changing.

* Pension accounting 
no longer allows 
the ‘corridor 
approach’ 
for DB 
pensions.

Technically speaking
Aidan Clifford rounds up some recent changes that accountants need to be aware of in 
2014, including accounting and audit issues 
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1 Accounting and audit issues 2014 Critical accounting 

and auditing issues for preparers and auditors –

* issues common to GAAPs

* FRS 102 (UK GAAP) issues

* IFRS issues

* Revenue audit insurance – Arachas offers tax-
free policy

* audit directive nears completion

* auditor and fraud risks.
2 Solicitors Accounts Regulations, 2013 

Amendment of  title.
3 IAASA gets tough ‘Naming and shaming’.
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* Consolidation has 
changed, with ‘control’ 
more tightly defined 
in IFRS 10, which will 
affect a small minority 
of  entities.

* IFRS 11 will change 
the accounting for joint 
ventures and operations 
with proportional 
consolidation no 
longer allowed. 

* IFRS 12 will add to 
the length and detail 
disclosed in respect of  
groups of  companies.  

Revenue audit insurance
A revenue audit can be a 
costly business expense, 
but it is an expense that 
can be insured against. 
Arachas, the specialist Irish 
professional indemnity 
insurer, is offering a tax-
free insurance policy that 
allows a client to self-insure 
or a practice to insure all 
or some clients for the 
cost of  dealing with tax 
investigations and Revenue 
audits. It pays the practice’s 
fee of  up to €10,000 for 
dealing with Revenue audit 
and aspect queries and 
allows a modest €250 for 
pre-emptive work. Routine 
PAYE or VAT compliance 
visit are not covered. The 
costs start at €65 for a 
private individual and run 
to €380 for a business with 
a turnover of  €10m. 
More at www.taxinsurance.ie 

Audit directive nears 
completion
The marathon that is the 
progress of  the proposed 
audit directive is nearing a 
conclusion:

* New rules will require 
auditors to produce more 
detailed and informative 
audit reports.

* There will be stronger 
auditor reporting 
obligations and increased 
communication between 
auditors and the audit 
committee. 

* The work of  auditors will 
be closely supervised 
by audit committees, 
whose competences are 
strengthened. 

•	 It	will	be	possible	for	5%	
of  the shareholders of  
the company to initiate 
actions to dismiss the 
auditors. 

* Audit firms will be 
required to rotate after an 
engagement period of  10 
years. After a maximum 
of  10 years, the period 
can be extended by up 
to 10 additional years 
if  tenders are carried 
out, and by up to 14 
additional years in case 
of  joint audit.  

* Certain non-audit 
services will be 
prohibited: audit firms 
will be strictly prohibited 
from providing certain 
non-audit services to 
their audit clients, 
including stringent 
limits on tax advice and 
services that are linked 
to the financial and 
investment strategy of  
the audit client. 

* Member states will 
have the right to allow 
some tax and valuation 
services to be provided 
if  they are immaterial 
and have no direct effect 
on the audited financial 
statements. Audit 
committee approval is 
required for the provision 
of  these services. 

* There will be a cap on 
provision of  non-audit 
services. To reduce the 
risks of  conflicts of  
interest, the new rules 
will introduce a cap of  
70%	on	fees	generated	
for non-audit services 
based on a three-year 
average at group level. 

* The new rules will 
provide a level playing 
field for auditors at EU 
level through enhanced 
cross-border mobility 
and the harmonisation of  

International Standards 
on Auditing (ISAs). 

* There will be more 
choice. To promote 
competition, the new 
rules prohibit ‘Big Four 
only’ third-party clauses 
imposed on companies. 

* Incentives for joint 
audit and tendering will 
be introduced, and a 
proportionate application 
of  the rules will be 
applied to avoid extra 
burden for small and 
mid-tier audit firms.

* There will be enhanced 
supervision of  the 
audit sector including 
a continued role for 
professional bodies in 
audit monitoring. The UK 
FRC recently announced 
that it has suspended 
the commencement of  
its own auditor rotation 
provisions (mandatory 
tendering) and would 
reconsider when the EU 
position was finalised. 
The EU mandatory 
rotation provision 
remains controversial as 
the US Public Company 
Accounting Oversight 
Board (PCAOB) has 
been prevented from 
introducing mandatory 
rotation.

Auditor and fraud risks
The Financial Reporting 
Council has published the 
report of  its Audit Quality 
Thematic Review into 
auditors’ identification of  
and response to fraud risks, 
and their consideration 
of  compliance with laws 
and regulations by audited 
entities. The review looked at 
26 audits by the six largest 
audit firms and highlighted 
areas where auditors should 
improve the effectiveness 
of  their procedures and 
provides an overview of  
areas of  good practice 
identified at one or more 
audit firms. 
More at www.frc.org.uk 

2 SOLICITORS ACCOUNTS 
(AMENDMENT) 
REGULATIONS, 2013
The Solicitors Accounts 
Regulations (SARs) have 
been amended by the above 
statutory instrument (SI) 
and are now referred to 
collectively as the Solicitors 
Accounts Regulations, 2001 
to 2013. The Regulations 
have been changed to 
accommodate the new 
personal insolvency 
legislation and solicitors 
acting as personal 
insolvency practitioners 
(PIP). The changes are to 
bring monies held when 
a solicitor acts as a PIP 
into the definition of  client 
money and into the scope 
of  the SARs and to regulate 
the activities of  solicitors 
acting as PIPs. Most of  
the detailed changes are 
simply to add the words 
‘insolvency arrangement’ 
and ‘insolvency arrangement 
money’ after the existing 
text but there are some 
substantial changes as well.  
The form of  words used on 
the reporting accountant’s 
report will also change. 
Full details are at 
www.irishstatutebook.ie 

3 IAASA GETS TOUGH 
As a result of  an 
examination by IAASA of  
the 2011 and 2012 annual 
financial statements of  
Global Asset Programme 
Limited, the company has 
issued an amended and re-
audited financial report for 
the year ended 31 December 
2012. While it is understood 
that IAASA has forced a 
number of  companies to 
issue amended financial 
statements in the past, this 
is the first time that the 
company has been named.  
See www.centralbank.ie ■

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

IN THIS ARTICLE

▌▌▌SINCE 1 OCTOBER 2013 COMPANIES DEALT WITH 
BY REVENUE’S LARGE CASES DIVISION ARE REQUIRED TO 
FILE FINANCIAL STATEMENTS IN IXBRL FORMAT

Tax – an update

1 REVENUE 
Revenue’s Headline Results 
have been published 
outlining the range of  
Revenue’s activity during 
2013. Revenue carried 
out over 45,000 PAYE 
compliance checks during 
the year which yielded 
over €30m in increased 
tax payments. This was 
an increase of  more than 
50% in the number of  PAYE 
compliance checks that 
were carried out in 2012. 

Revenue has now 
published a new Compliance 
Code for PAYE Taxpayers 
which describes Revenue’s 
PAYE compliance programme 
and the nature and scope 
of  PAYE compliance 
interventions. The Code 
governs compliance 
interventions in PAYE 
cases except audits and 
investigations which are 
governed by the Code of  
Practice for Revenue Audit. 

Compliance checks can 
take the form of  an aspect 
query, a profile interview 
with Revenue or, where a 
significant tax risk exists, 

a taxpayer may be 
selected for audit or 

investigation. Where 

this arises, the procedures 
laid down in the Code of  
Practice for Revenue Audit 
will then apply. Cases are 
selected for possible PAYE-
compliance intervention 
based on the presence of  
various risk indicators. A 
small number of  cases are 
also randomly selected for 
possible intervention. 

The Code highlights 
the importance for PAYE 
taxpayers of  keeping 
relevant documentation to 
support any claims for tax 
credits, reliefs or allowances, 
(eg, a taxpayer claiming 
medical expenses should 
keep receipts to support 
the expenses claimed). All 
supporting documentation 
must be kept for a period of  
six years from the end of  the 
relevant tax year.

Revenue carried out 
626,575 compliance 
interventions in total in 
2013. This represents 
an increase of  16% 
when compared with the 
number of  interventions 
completed in 2012. The 
biggest increase has been 
in the number of  non-audit 
interventions, such as risk-
management interventions. 
The total yield from 
compliance interventions 
has increased by 12% to 
€551m. 

2 IXBRL FILING UPDATE
Revenue has provided some 
important clarifications for 
taxpayers who are currently 
filing financial statements 
in iXBRL format. iXBRL 
fundamentally changes 
how financial statements/
accounts information is 
provided to Revenue by 
taxpayers. 
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▌▌▌THE EBRIEF SETS OUT 
REVENUE’S VIEW AS TO WHEN 
THE PROFITS OF A TRADE OR 
PROFESSION CARRIED OUT ABROAD 
SHOULD BE TAXED 

The requirement to 
complete and file a CT1 
corporation tax return 
remains, although it will 
no longer be necessary to 
complete the ‘accounts 
menu’ on a company’s tax 
return when filing financial 
statements in iXBRL. 

Separately, Revenue 
is also considering how 
iXBRL will apply to holding 
companies’ financial 
statements. 

Since 1 October 2013, 
companies dealt with by 
Revenue’s large cases 
division (LCD) have been 
required to file financial 
statements in iXBRL 
format. It is currently only 
a company’s financial 
statements that must be 
filed in iXBRL format. 
Previously, Revenue had 
expected that a company’s 
financial statements would 
be filed within one week of  
the filing of  the CT1 return, 
or within a week of  the due 
date for the CT1 return 
if  later. Revenue has now 
extended this period from 
one week to 21 days, as a 
transitional measure. This 
means that Revenue will 
accept financial statements 
submitted within 21 days of  
the due date for the CT1. 

Phase 2 of  mandatory 
iXBRL filing of  financial 
statements will commence 
on 1 October 2014. From 
this date, all companies will 
be required to file financial 
statements in iXBRL format 
unless they meet the size 
criteria for audit exemption 
(under the Companies Bill 
2012).

It is important for 
taxpayers who will be 
subject to the phase 2 filing 
requirement to consider 
how they will meet their 
obligations. Revenue has 
published very detailed 
FAQs on all aspects of  
iXBRL filing which are 
available on the Revenue 
website.

3 FOREIGN TRADES 
Revenue has published 
an eBrief  (no. 6/2014) 
considering the tax 
treatment of  trades or 
professions carried on 
abroad by Irish tax residents.  
Irish trades and professions 
are taxed under case I or II 
of  Schedule D but a foreign 
trade/profession may in 
some circumstances be 
taxed under case III. 

The eBrief  sets out 
Revenue’s view as to when 
the profits of  a trade or 
profession carried out 
abroad by an individual 
should be taxed under case 
I/II or under case III. The 
eBrief  contends that in the 
majority of  cases there will 
‘at least be some element 
of  oversight of  the foreign 
trade carried on by the 
individual in Ireland’ and, 

accordingly, the profits 
should be chargeable 
under case I or II, rather 
than under case III. This 
treatment results in the 
foreign trade or profession 
being taxed in a similar 
manner to an Irish trade or 
profession. It also considers 
the treatment of  losses 
arising from a foreign trade.

4 OECD ISSUES UPDATE 
In 2013 the OECD issued 
an important report called 
Addressing Base Erosion and 
Profit Shifting. The report 
focused on the cross-border 
activities of  multinational 
corporations and the ways 
in which the structuring of  
these activities may lead 
to the erosion of  domestic 
tax bases. The report was 

followed by an action plan 
which set out 15 action 
points that the OECD’s work 
would focus on.

The OECD held a public 
webcast to provide an 
update of  the timeline of  
its work on completing the 
action plan. It has now been 
confirmed that the OECD 
will publish six reports in 
September 2014 to coincide 
with a meeting of  the G20 
finance ministers which 
will deal with the following 
issues:

* transfer pricing 
documentation and 
country by country 
reporting 

* transfer pricing of  
intangible assets

* taxation of  the digital 
economy

* preventing abuse of  tax 
treaties

* hybrid mismatch 
arrangements 

* review of  harmful tax 
practices in OECD-
member countries

* report on the use of  a 
multilateral instrument 
to implement the OECD’s 
base erosion and profit 
shifting (BEPS) proposals.

Before publishing these 
reports, the OECD will 
publish discussion drafts 
and hold a number of  
public consultations on 
these topics. The remaining 
topics outlined in the action 
plan will be the subjects of  
reports in 2015. ■

Cora O’Brien is director 
of technical services,  
Irish Tax Institute. Email 
cobrien@taxinstitute.ie
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CORPORATION TAX
21 March
Return and final payment 
for accounting periods 
ended 31 May 2013. (ROS 
extension to 23 February 
2014).

CORPORATION TAX
21 March
Return and final payment 
for accounting periods 
ended 30 June 2013. (ROS 
extension to 23 March 
2014).

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

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

FORM 46G – RETURN 
OF THIRD PARTY 
INFORMATION
28 March
Form 46G for accounting 
periods ended 30 June 
2013.

INDIVIDUALS

BASIS OF ASSESSMENT
31 March
Deadline for claiming 
separate assessment and 
nominating assessable 
spouse (or civil partner) for 
2014.

GENERAL

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

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

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

LPT
21 March
For persons opting to pay 
LPT by single debit authority 
the full amount of  the 
payment for 2014 will be 
taken from bank accounts 
on 21 March 2014.

SHARE OPTIONS
31 March
Return of  information in 
relation to share options or 
rights granted in the year 
ended 31 December 2013.

COMPANIES

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

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.

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 that financial professionals 
should be aware of 
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in receipt of  compensation 
of  more than £500,000 
should be asked to make a 
claim in writing to HMRC if  
they believe more than just 
the first £500,000 should be 
exempt from CGT.’ 

The concession clearly 
states that what hasn’t 
changed is that where 
‘compensation or damages 
paid is income, it is taxable 
to income tax. This won’t 
change as this concession 
deals only with capital gains 
tax (CGT) on compensation 

COMPENSATION
HMRC has introduced 
changes to extra statutory 
concession D33 (capital 
gains tax on compensation 
and damages). As a result 
of  the changes, from 27 
January 2014:

* only the first £500,000 
of  this kind of  capital 
compensation will 
be exempt

* HMRC will not normally 
provide relief  above that 
amount, but anyone 
receiving compensation 
of  more than that 
amount who thinks it 
should not be chargeable 
to CGT can make a claim 
in writing to HMRC. There 
is no guarantee that 
a claim will be upheld 
but HMRC will consider 
whether further relief  can 
be given.

The HMRC update highlights 
that the original rationale 
for the change was the 
high court case of  Zim 
Properties v Proctor (see  
http://tinyurl.com/tax-zim). 

It states: ‘HMRC wants 
to make sure the tax system 
is administered fairly so we 
think it is right that anyone 

and damages that are 
capital sums.’ 

The concession goes 
on to state that if  ‘the 
compensation can be 
linked to an asset which 
is chargeable to CGT, the 
compensation is taxed as a 
capital gain on that asset. 
This won’t change. For 
example, compensation paid 
by an estate agent because 
his negligence led to the sale 
of  a building falling through 
is treated as if  it is a capital 
gain on the building.’

The concession changes 
can be found at http://
tinyurl.com/hmrc-d33

CAMPAIGNS
The Let Property Campaign 
targets the residential 
property letting market and 
offers a chance for landlords 
in this sector to get up to 
date or put right any errors 
they have made. There is 
no end date for notification 
or payment. 

You can find out more on 
this and other campaigns, 
including the guidance 
material that is available, at 
www.accaglobal/advisory

GOV.UK TRANSITION
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. 
It aims to inform businesses 
and agents about content, 
tools and other information 
that has been, or will be, 
transferred to the new 
site. You can also comment 
and suggest changes. ■

The blog is at https://
hmrctransition.blog.gov.uk

NI tax update
Glenn Collins, ACCA UK’s head of tax advisory, provides a monthly round-up of the 
latest developments in tax of interest to Northern Ireland practitioners
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BUDGET 2014
The Budget will take place on 19 March. ACCA will issue 
its Budget newsletter and guidance within 48 hours. The 
ACCA Budget breakfast will take place on 20 March. 

More details at www.accaglobal/advisory 

http://tinyurl.com/tax-zim
www.accaglobal.com/advisory
www.accaglobal.com/advisory
https://hmrctransition.blog.gov.uk
http://tinyurl.com/hmrc-d33
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highlighted that a practical 
approach will be adopted 
by the courts in their 
application. The courts 
have acknowledged that 
an employer conducting 
a disciplinary hearing 
cannot be held to the same 
standards as would apply in 
criminal proceedings. 

The courts have also 
recognised that the failure to 
conduct a perfect procedure 
will not necessarily render 
any disciplinary decision 
unfair as long as the 
process could reasonably 
be considered fair in the 
circumstances and any 
departure from procedure 
does not impact on the 
overall fairness of  the result. 

Facing employee 
challenges
Inevitably, most employers 
will at some point face 
a challenge to their 
disciplinary procedures 
by a disgruntled employee 
who, rightly or wrongly, 

Disciplinary procedures: 
how fair must you be?
Many employers have lost what they believed were straightforward dismissal cases 
because they failed to follow fair procedures in reaching their decision, writes Íde O’Neill

What does ‘fair 
procedures’ mean? 
An employee’s right to fair 
procedures stems from both 
the Irish constitution and 
the employee’s contract of  
employment. Unfortunately, 
the concept of  fair 
procedures is not a static 
one and what is required will 
depend on the particular 
circumstances in any case. 
There is no ‘one size fits 
all’ procedure that can be 
adopted by employers when 
undertaking a disciplinary 
process. The seriousness 
of  what is at stake, for 
example, or the seniority of  
the employee may impact on 
the extent of  the procedure 
required. 

At a very basic level, the 
principles of  fair procedures 
include:

* the right of  an accused 
employee to be informed 
of  the allegations against 
him or her

* the right to be given an 
opportunity to answer 

Time after time, Irish 
courts and tribunals have 
deemed the dismissal of 
employees who were guilty 
of misconduct, and even 
gross misconduct, to be 
unfair and have awarded 
compensation to such 
employees. Why? Because 
their employers have failed 
to follow fair procedures 
in reaching the decision to 
dismiss.

What many employers 
forget is that having a 
lawful reason to dismiss an 
employee is not enough. 
Before effecting a dismissal, 
it is vital that an employer 
follows a fair and reasonable 
procedure. Failure to do so 
can render the employer 
liable to pay large sums in 
compensation and/or to 
reinstate the employee, even 
where a valid reason exists 
for the dismissal. Worse still, 
arguably, is the prospect of  
an employee securing a High 
Court injunction to restrain a 
possibly unfair procedure. 

those allegations and 
make submissions

* the right to 
representation

* the right to a fair and 
impartial determination 
of  the issues being 
investigated.

In considering the fairness 
of  a disciplinary procedure, 
the starting point will 
be the relevant terms of  
an employer’s policy or 
handbook. If  the terms 
are fair, it will usually be 
sufficient for an employer to 
show that it has complied 
with this procedure. The 
courts, in general, do not 
like to intervene in the 
course of  a disciplinary 
process unless a clear case 
has been made that there is 
a serious risk of  irreparable 
harm to the employee if  
the process is permitted to 
continue. 

While underlining 
the importance of  fair 
procedures, a recent 
High Court decision has 
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feels that they have been 
wronged. To mitigate the 
impact of  such challenges, 
employers should ensure 
that they have a clear and 
concise disciplinary policy 
that can be followed without 
ambiguity. Employers 
should also ensure that the 
policy has been circulated 
to all employees because, 
when issues arise, it often 
transpires that there 
is no evidence that an 
employee has received or 
been made aware of  the 
employer’s policies. 

Employers should, as a 
matter of  practice, ensure 
that they hold on file a 
signed acknowledgement 
from each employee that 
they have received and 
read the employer’s current 
disciplinary policy.

Experience shows that 
what are often highly 

▌▌▌EMPOYERS SHOULD, AS A MATTER OF PRACTICE, 
ENSURE THAT THEY HOLD ON FILE A SIGNED 
ACKNOWLEDGEMENT FROM EACH EMPLOYEE 

emotive and personal 
disciplinary proceedings 
regularly throw up 
unforeseen issues, such 
as allegations of  bullying, 
pre-judgment and so on, 
so it is advisable to take 
external, objective legal 
advice as soon as possible 
in the process. Many cases 

are lost from the outset due 
to poorly worded policies 
or allegations that are not 
framed in the appropriate 
manner. ■

Íde O’Neill is an 
associate solicitor at 
LK Shields, Dublin
www.lkshields.ie

IMPORTANT POINTS

* Principles of  fair procedures

* Approach taken by the High Court

* Importance of  a clear disciplinary policy.
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From football to finance
Robert Mutchell FCCA, CFO of BP Ventures, talks about making the switch from semi-
professional footballer to finance professional, and how the game inspired his work ethic

education,’ he says. ‘That’s 
one of  the best things about 
football – the focus is on it 
being a short career.’

Trainees were expected 
to complete their education 
on day release but, rather 
than study sport, Mutchell 
took a BTech in business 
and finance, and studied for 
A-levels in the evenings.

‘Everyone else did their 
college on a different day so 

I’d be the only apprentice 
in on Thursdays,’ he recalls. 
‘I had to clean all the boots 
and put all the kit out and do 
all the other jobs before the 
pros came in the morning.’

Mutchell played 
professionally for five 
years, moving from Oxford 
United to Barnet before 
becoming semi-professional 
at Stevenage, which allowed 
him to further develop his 
financial career.

Golden opportunity
‘I was in the dressing room 
one day and someone from 
the Footballers’ Further 
Education and Vocational 
Training Society came in,’ he 
recalls. ‘They basically said, 
“We’ve got £50m to fund the 
education of  professional 
footballers and we can’t give 
it away: whether you want to 
fly planes, drive trains or be 
an accountant… we’ve got 
funding available.”’

A family friend steered 
him towards ACCA, he 
recalls. ‘I said, “I would love 

Career challenges are 
nothing new to Robert 
Mutchell, who switched 
from being a professional 
footballer to a finance 
professional. The challenges 
he has faced have arguably 
been greater since he hung 
up his boots, but the lessons 
he learned at an early 
age have stayed with him 
throughout his career.

Now the CFO of  BP 
Ventures and head of  finance 
at BP Alternative Energy, he 
faced his first big decision 
when only 15: he had been 
scouted by Oxford United 
and was training with them 
at weekends and holidays, 
but he had also reached the 
finals of  the county tennis 
championships.

‘On the day before the 
final, a phone call came from 
Oxford to say we had a youth 
team match against Aston 
Villa the next day,’ he says.  
‘I went to the match and 
didn’t pick up a racquet 
again for another 15 years.’

As an apprentice at 
Oxford, Mutchell came under 
the guidance of  youth team 
coach and future England 
manager Steve McClaren and 
learned some early lessons 
in career-building: ‘He used 
to disappear for a week and 
then come back and say 
he’d been at Inter Milan, so 
we’d all be doing drills like 
Inter Milan. You understand 
how someone can go from 
being journeyman player to 
England manager when you 
see how they utilise people 
they know in the game.’

Even back then Mutchell 
was looking to the future. 
‘My parents said follow 
the dream but at the same 
time make sure you get an 

▌▌▌‘ONCE YOU START THOSE EXAMS IT LEADS YOU IN. 
I HAD A THIRST AND A DESIRE, AND I WAS INQUISITIVE 
ABOUT HOW THE BIG BOYS DID IT’

proved successful, after 
a partner was impressed 
by Mutchell’s interesting 
background and educational 
achievements. 

‘That was when the 
football began to drift off  a 
bit,’ he says. ‘It was a great 
period in my life because I 
was still playing good-level 
sport but at the same time 
building a career.’

After three years the 
opportunity came to move 
to Abu Dhabi for three 
years working with the oil 
industry. Playing football 
even part-time was no longer 
an option, but the skills 
still proved useful for social 
games with local clients, 
most of  the local KPMG 
partners being cricket fans 
from Pakistan or India. 

‘I learned the pidgin 
Arabic for shoot, pass, left 
and right,’ he says. 

Working in a small office 
broadened his experience, 
but Mutchell was looking 
forward to getting back into 
the thick of  it in the UK. But 

*‘Follow the dream but don’t 
neglect your education.’

*‘Use what differentiates you to get 
noticed.’

*	‘Network and understand other 
people’s worlds.’

*	‘Don’t be afraid to take a chance.’TI
PS

to be a footballer until my 
mid-30s and I think I’ve got 
commercial and business 
acumen, but I’m not sure 
what I want to do.” He said, 
“If  you are comfortable  
with numbers and enjoy 
business there’s really 
nothing better than trying  
to qualify as an accountant. 
A lot of  business leaders 
come from that background 
and it will open doors when 
you come out of  the game.”’

He went part-time at 
Stevenage to do some work 
experience before becoming 
audit junior at Leedhams  
and then audit senior at 
Jerroms, where he gained  
his ACCA Qualification in 
1998. ‘That gives you a 
fantastic grounding and  
an understanding of  how  
it all works,’ he says. ‘But 
once you start doing those 
exams it leads you in. I had  
a thirst and a desire, and  
I was inquisitive about how 
the big boys did it.’

A speculative approach 
to KPMG Birmingham 
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another decision point came 
when BP decided to begin 
its Sarbanes-Oxley project 
just as Mutchell was due to 
return to the UK. 

‘Up to that point I had 
been thinking, am I going to 
be a partner at KPMG?’ he 
says. ‘I think I had my head 
turned by the culture of  BP.’

Moving to oil giant BP 
in 2005 brought him closer 
to business, but then he 
faced his biggest challenge: 
breaking out of  financial 
control into a leadership role.

‘It was a steep learning 
curve. I had to immerse 
myself  in the technical and 
commercial aspects of  the 
business very fast, working 
out how best my financial 
control and accounting 
background could add value 
to the strategic direction of  
the business.’

Branching out
Mutchell’s response was to 
take on extra projects such 
as becoming BP’s graduate 
recruitment representative  
at Birmingham University.

‘All of  a sudden you’ve got 
to network to understand all 
these different roles in BP 
because the graduates are 
asking you about that,’ he 
says. ‘Then later when you 
get an opportunity you can 
demonstrate you understand 
the challenges and the risks 
because you are talking the 
language of  the people that 
are interviewing you.’

Mutchell’s efforts paid 
off  when he was nominated 
for BP’s career acceleration 
programme. After becoming 
financial manager of  BP’s 
corporate venturing unit, he 
broadened his commercial 
role by working with the 
innovative companies in 
which BP invests. 

‘In BP the roles can 
be very narrow and deep, 
but this is broader: one 
day you’ll be dealing with 
budgets and forecasting, 
and the next you’ll be sitting 

on a board as a non-exec,’ 
he says.

Mutchell also has his 
own team to encourage: 
‘If  people tell me they 
aren’t sure they can do 

something, I say give it a 
go. As opportunities arise I 
encourage my team to step 
into roles that challenge 
them. If  it’s not something 
that they enjoy or where 

they can excel, then we 
always have our qualified 
accountant background to 
fall back on.’ ■

Mick James, journalist
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City Hotel, Derry
Seven CPD units

DUBLIN

RISK APPETITE
5 March
18.00–20.00
Financial Services Network
Tara Clements, BNY Mellon
Maldron Hotel, 
Dublin 
Two CPD units

COMPLETE VAT AND 
RCT UPDATE FOR 
PRACTITIONERS
6 March
09.30–16.30
Practitioners’ Network in 
partnership with Irish Tax 
Institute
Various speakers
Hilton Hotel, 
Dublin
Seven CPD units

UP AND RUNNING: 
HOW THE PERSONAL 
INSOLVENCY ACT IS 
WORKING OUT
12 March
18.15–20.15
Leinster Members’ Network
Tom Murray, Friel Stafford; 
Bill Holohan, Holohan 
Solicitors
Radisson Blu Royal,
Dublin
Two CPD units

BELFAST

PRACTITIONERS’ 
CONFERENCE 1 
26 March
09.00–17.00
Practitioners’ Network in 
partnership with Mercia 
Ireland
Various speakers
Ramada Hotel, 
Belfast
Seven CPD units

CORK

UP AND RUNNING: 
HOW THE PERSONAL 
INSOLVENCY ACT IS 
WORKING OUT
27 March
18.00–20.00
Munster Members’ Network
Tom Murray, Friel Stafford; 
Bill Holohan, Holohan 
Solicitors
Clarion Hotel, 
Cork
Two CPD units

DERRY

PRACTITIONERS’ 
CONFERENCE 1 
25 March
09.00–17.00
Practitioners’ Network in 
partnership with Mercia 
Ireland
Various speakers

TAX FOR INBOUND 
INVESTORS FOR THE 
CORPORATE SECTOR
20 March
09.30–17.00
Corporate sector in 
partnership with Irish Tax 
Institute
Various speakers
Hilton Hotel,
Dublin
Seven CPD units

GALWAY

PROTECTING PENSIONS 
– OPPORTUNITIES AND 
THREATS 
26 March
18.00–20.00
Connaught Members’ 
Network
Eoin Cotter, Davy
Menlo Park Hotel, 
Galway
Two CPD units

KERRY

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

LIMERICK

PRACTITIONERS’ 
CONFERENCE 1 
12 March
09.00–17.00
Practitioners’ Network in 
partnership with Mercia 
Ireland
Various speakers
Castletroy Park Hotel, 
Limerick
Seven CPD units

TRALEE

TAXATION UPDATE
19 March
18.00–20.00
Pat Sheehan, BDO
Tralee IT
Two CPD units

WATERFORD

TAX UPDATE 2014 AND 
REVENUE AUDITS 
13 March
18.00–20.00
Munster Members’ Network 
in partnership with Irish Tax 
Institute
Brian Hennebry, Brian 
Hennerby & Associates
Faithlegg House Hotel, 
Waterford
Two 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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Whatever their 
geographical or sectoral 
bases, Council members 
do not represent particular 
areas or functions. Council 
members are elected by the 
membership as a whole.

Candidates in the Council 
elections come from all 
parts of  the world and every 
sector of  the profession, and 
represent a wide range of  
senior positions. Long-term 
or technical experience is 
valuable, but so is proven 
ability to participate actively 
in strategic decision-
making. Council experience 
is not necessary but an 
understanding of  good 
governance is essential, and 
personal and professional 
integrity must be of  the 
highest standard.

Specifically, ACCA 
expects members to have:

* an ability to take a 
strategic and analytical 
approach to issues and to 
see the big picture

* an understanding of  
the business and the 
marketplace

* communication and 
networking skills

* an ability to interact with 

As the governing body of 
ACCA, Council has a pivotal 
role. It has a wide-ranging 
remit that includes:

* ensuring ACCA operates 
in the public interest and 
delivers the objectives set 
out in its royal charter

* setting ACCA’s overall 
direction through regular 
approval of  ACCA strategy

* ensuring governance 
structures are aligned to 
the effective delivery  
of  strategy

* engaging with members 
to explain and promote 
ACCA’s strategic direction

* acting on behalf  of  all 
members – and future 
members (today’s 
students)

* providing an objective 
environment for the 
executive team to explore 
new ideas or challenges.

Council and the executive 
team collaborate to 
devise strategy which 
is then approved by 
Council. Strategy delivery 
is the responsibility 
of  the executive team, 
with Council providing 
process governance and 
performance management.

peers and respect the 
views of  others

* decision-making abilities

* an ability to act in 
an ambassadorial 
role in many different 
environments

* planning and time 
management

* a willingness to learn  
and develop.

Anyone wishing to stand 
must be nominated by at 
least 10 other members in 
good standing. Candidates 

should supply a head-and-
shoulders photograph and 
an election statement of  up 
to 500 words. Candidates 
must also sign declarations 
of  their willingness to 
comply with, and be bound 
by, the code of  practice for 
Council members.

From 2014, candidates 
may also produce a 
video in support of  their 
election statements. The 
videos will be posted on a 
dedicated section of  the 
ACCA website, together 
with the written statements 
and photographs.

Further information on 
Council service and the 
election process, including 
guidance on the production 
of  election videos and rules 
on the use of  social media 
during the Council elections, 
can be obtained at  
www.accaglobal.com/ab62 
or by sending an email to 
secretariat@accaglobal.com 
quoting ‘Council Elections’ 
in the subject box.

The closing date for 
submitting nominations is 
18 June 2014. ■

Elections to Council
Nominations are invited for members to stand for election to Council at the 2014 AGM

GRANT FUELS INTEGRATED REPORTING RESEARCH
ACCA, the International Association for Accounting Education and Research (IAAER) 
and the International Integrated Reporting Council (IIRC) have offered a grant of up to 
£50,000 to stimulate fresh research into the development of integrated reporting.

Ewan Willars, ACCA director of  policy, says: ‘We support the integrated reporting 
initiative and we want to see it flourish as it becomes increasingly important to the 
accounting and financial world.’

The organisations called for fresh thinking on meeting users’ information needs, the 
role of  materiality in determining the balance between completeness and conciseness 
in an integrated report, and organisational characteristics (the theoretical, policy and 
practical issues concerning the application of  the framework).

Michael Nugent, technical director – framework development, IIRC, says: 
‘Integrated reporting is market-led; it will evolve in line with business and user needs. 
This call for research will help the IIRC to continue to develop its understanding of  
what those needs are and the role of  integrated reporting.’ 
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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 

80
The number of  
formal ACCA 
partnerships with 
trade associations, 
membership bodies, 
training providers and 
institutions around 
the world, including 
mutual recognition 
deals with professional 
accountancy bodies. 
For more benefits of  
membership, go to 
www.accaglobal.com/
memberbenefits

Employer enhancements

ACCA has added to the 
attractions of its Approved 
Employer programme. 

The benefits for 
Approved Employers 
now include exclusive 
discounts when using the 
ACCA Careers website to 
recruit, recognition for the 
development they provide 
for ACCA members, and 

discounts for staff  taking 
ACCA’s online specialist 
finance certificates on topics 
including international 
financial reporting and 
international auditing.

ACCA members working 
for Approved Employers 
in the professional 
development stream 
automatically meet ACCA’s 

CPD requirements and do 
not have to follow the CPD 
unit scheme route.

Find out more at www.
accaglobal.com/ab63

If  you are not sure 
whether your employer is an 
Approved Employer, email  
members@accaglobal.com 
quoting ‘Approved Employer’ 
in the subject line.

Relaunch of Approved Employer programme retains CPD 
streamlining for ACCA members and adds benefits for employers

CHAMPIONING ETHICS
A code of ethical conduct can be effective only if promoted and championed 
throughout the organisation, according to a new publication from CCAB, Developing 
and Implementing a Code of Ethical Conduct.

CCAB, a forum of  six accountancy bodies that includes ACCA and UK and Ireland 
institutes, says a code of  ethics can help address operational and integrity risks.

The guidance is aimed at professional accountants looking to develop or enhance 
codes of  conduct within their organisations but is also applicable to a wider audience.

The guidance is available at www.accaglobal.com/ab64

▲ ACCA’S IFAC LINE-UP
Phoebe Yu FCCA, Compliance Advisory Panel member; Keto Kayemba; Japheth Katto FCCA, 
Nominating Committee member; Dorothy Ngwira FCCA, SMP Committee member; Alan 
Johnson FCCA, PAIB Committee member; Clare Minchington FCCA, IAESB member (until end 
2013); Brendan Murtagh FCCA, IAASB member; Marta Rejman FCCA, IFAC Board member

IFAC REPRESENTATIVES MEETING
Members of the boards and committees of the International Federation of Accountants 
(IFAC) who are sponsored by ACCA met with ACCA’s chief executive and senior staff 
late last year. One new IFAC representative attended: Keto Kayemba FCCA, who has 
joined IFAC’s Professional Accountancy Organization Development Committee.

Discussions focused on IFAC’s current strategy and priorities, its value proposition 
and future strategy, public interest and policy, and common areas of  interest for ACCA 
and IFAC in the future. The team also explored ways to ensure that ACCA continues to 
support IFAC in representing and developing the profession effectively at a global level.
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IETHE MAGAZINE FOR FINANCE PROFESSIONALS

CPD
Get verifiable cpd  
units by reading  
technical articles

FOOTBALL TO FINANCE 
CHANGING CAREERS
DUBAI DESTINATION FORGING PARTNERSHIPS
IDA PERSPECTIVE INWARD INVESTMENT
BRAND STRATEGY A GUIDE FOR ACCOUNTANTS

AIFMD IMPACT
IMPLICATIONS FOR IRISH BUSINESSES
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