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HOT PROPERTY
Everybody living in Ireland in the last 10 years has 
experienced the hysteria surrounding the property 
fiasco. If you weren’t on the property ladder, it was 
considered that something was wrong. In 1994, Kevin 
Gardner, UK head of global equity strategy at HSBC, 
coined the term ‘Celtic Tiger’ comparing Ireland’s 
unexpected economic take-off to the Asian ‘tiger’ 
economies. Fast forward to 2006, and there was global 

concern that the growth had become increasingly unbalanced with heavy 
reliance on building investment, sharp increases in house prices, and rapid 
credit growth, especially in property-related sectors. 

Morgan Kelly, Irish economist, wrote in The Irish property bubble: causes and 
consequences that, compared to other countries that had experienced house-price 
booms and collapses, Ireland’s entire economy after 2000 was driven by the 
property bubble. The large supply of  unsold and empty property meant falling 
incomes and employment and a loss of  jobs in the construction sector. House 
prices fell and banks had already lent approximately €110bn to builders and 
developers. The property problems, in tandem with the banking collapse, led to 
what we all recognise now as the most recent recession. One particular property 
developer decided enough was enough and in 2004, chose to cease building houses 
in an astute move, having accurately identified an impending property bubble. In 
the focus interview this month, Chevalier Joe Tiernan, master builder and owner-
founder of  Tiernan Homes, discusses his journey to becoming one of  Ireland’s 
most successful developers.

We also look at the growing problem of  ‘unqualified’ accountants in the UK 
and Ireland in the economy focus section and how it is affecting professional 
accountants on a day-to-day basis. Industry experts give their opinions on this 
important issue and what it means for the professional accountant.

Shauna Rahman, Ireland editor, shaunarahman@ifpmedia.com
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▼ IBM IRISH INVESTMENT
IBM is to create 50 jobs in Dublin as part of a new €20m investment. The 
company has been in Ireland since 1956 and employs 3,000 people here

▼ SCUPPERED VALU
One of Ireland’s biggest SuperValu franchisees, HCJV, with eight retail outlets 
around the country, has been taken into receivership by IBRC

▲ CREATIVE NUTTS 
Husband and wife business team Jervis 
and Jennifer Nutt plan to create 100 jobs 
in Limavady, Co Derry, with the opening 
of a new £3.4m care unit, specialising in 
care for the elderly
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▲ profitable play
Lego has overtaken Mattel to become the world’s top toymaker. The Danish 
company has seen its revenues quadruple in under a decade

▲ NortHerN liGHt 
eXtiNGUiSHeD
First minister Rev Dr Ian 
Paisley, who historically 
built an agreement between 
Unionism and Republicanism 
with the Northern Ireland 
Executive in 2006, has died 

▲ yoU’re HireD
Argos UK is to hire 500 
people across Ireland in 
the run-up to Christmas
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in the previous quarter. 
Conversely, those believing 
the Irish economy is on 
the mend fell from 69%-
61%. While the second 
quarter of  2014 saw a 
marginal upturn in business 
opportunities in Ireland, 
demand significantly 
weakened and access to 
growth capital tightened, 
according to the Global 
Economic Conditions Survey, 
carried out jointly by ACCA 
Ireland and the Institute of  
Management Accountants. 

IRISH BANK GROWTH 
Irish banks are in a stronger 
position than those in 
Italy, Spain and Portugal, 
according to the credit 
ratings agency, Moody’s. 
Reliance on the European 
Central Bank for funding will 
ease, while profitability will 
improve, predicts the credit 
ratings agency. Conditions 
will remain tight in the other 
‘PIIGS’ countries for banks, 
while profitability will be low. 
Irish banks will continue to 
have problems with their 
asset quality, while solvency 
ratios will remain weak, 
warns Moody’s.

‘PRO’ DEMAND RISES
The professionals’ job 
market is ‘hotting up’ with 
a 21% rise in demand 
in the last year, reports 
recruitment advisers Morgan 
McKinley. Over the same 
period there was an increase 
of  just 3% in the number 
of  professionals seeking 
positions. The firm said that 
accountancy and finance 
staff  are now in an improved 
position in negotiating 
terms and conditions of  
employment. It added 
that there are major talent 
shortages in niche areas in 
financial services, including 
in relation to regulation 
and compliance.  

DECLINE IN OPTIMISM
Despite various positive 
economic signals, finance 
professionals in Ireland 
are losing confidence in 
the recovery. In the second 
quarter of  2014, 37% of  
respondents in Ireland 
believed the economy was 
deteriorating or stagnating, 
compared with just 28% 

DELOITTE MERGER
Deloitte has merged with 
Leyton Ireland to form 
Deloitte Leyton Consulting 
Ireland as an R&D tax credit 
practice. It is structured 
as a joint venture, owned 
by Deloitte and the Leyton 
Group. Leyton was formed 
in 2007 as a dedicated R&D 
tax credit practice. Brendan 
Jennings, managing partner 
of  Deloitte Ireland, said: 
‘As the economic situation 
improves and capital is 
increasingly available to 

invest in R&D activity, 
companies need to ensure 
this spend is as cost 
effective as possible.’

NI ‘BRAIN DRAIN’
The number of  graduates 
emigrating may hold 
Northern Ireland’s economy 
back, Brian McGuire, ACCA’s 
Ulster network, has warned. 
Both Deloitte and EY have 
recently announced support 
centres in Belfast, which 
will require significant 
numbers of  professional 

News round-up
Moody’s predicts Irish banking growth while Ireland waves goodbye to cheques, 
and there were 4% less accountancy fi rms trading in the UK last year

TAX REVENUES €1BN AHEAD OF TARGET 
Irish government tax revenues, for the first eight months of 2014, hit €25bn. This is 
€1bn ahead of the Department of Finance targets. Finance minister Michael Noonan 
said: ‘The Exchequer figures to the end of August and in particular the strong 
performance of income and consumption taxes are further evidence that the recovery 
is strengthening as the year progresses.’ But he warned that monthly borrowings of 
€800m remained unsustainable.

◄ FINANCIAL DISPOSITION
Minister for finance Michael Noonan 
is also preparing to present Budget 
2015 this month
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accountants. ‘There is a lot 
to be gained going to other 
regions and countries in 
terms of  building knowledge 
and skills, but this expertise 
and best practice needs to 
be brought back to the NI 
economy,’ McGuire said.  
He was responding to the 
publication of  statistics 
by the Department for 
Employment and Learning, 
which showed that most NI 
students who graduate in UK 
do not return to NI.

FEAR OF FAILURE 
Entrepreneurs who fail at 
first are often put off  trying 
again, warns the Small 
Firms Association (SFA), 
causing damage to the 
Irish economy. The SFA has 
called for the introduction 
of  a Second Chance 
Entrepreneurial Support 
programme to support 
businesses in crisis being 
turned around, assist with 
business restructuring and 
support failed entrepreneurs 
to make a new start. Fear of  
failure has increased among 
Irish entrepreneurs from 
35% in 2006 to 45% last 
year, according to the Global 
Entrepreneurship Monitor 
(GEM) report.

MICRO-LOANS LAUNCH
A micro-finance loan 
fund for small firms has 
been launched under 
a partnership between 
Microfinance Ireland and 
the Local Enterprise Offices 
(LEOs). Loans of  €2-€25k 
for three to five years are 
available via LEOs while 
interest rates of  7.5% are 
offered to LEO clients. 
Eligible businesses will have 
fewer than 10 staff  and a 
turnover of  less than €2m. 

GOODBYE TO CHEQUES
Ireland has taken a 
significant step in its 
journey away from the 
use of  cheques, with the 
government ceasing to issue 

cheques to businesses, 
or accept them from 
businesses. The government 
is urging businesses 
to migrate commercial 
payment practices to 
various forms of  electronic 
payment. ‘Cheques are 
an expensive means of  
payment for businesses 
because of  bank charges, 
stamp duty, postage, time 
spent making lodgements, 
and unpaid cheques,’ the 
Revenue Commissioners 
pointed out.

BELFAST EXPANSION
Deloitte is expanding its 
Belfast technology hub 
to take on 338 staff. This 
is in addition to the 177 
people who are already 
employed in the centre, 
which was opened last 
year. After recruitment is 
finished next year, Deloitte 
will employ more than 700 
people across Northern 
Ireland. Deloitte’s expansion 
move has been backed by 
€2.5m of  assistance from 
Invest Northern Ireland, 
plus £800k from NI’s 
Department for Employment 
and Learning for pre-
employment training.

DIGI-SKILLS SHORTAGE
Eighty per cent of  Irish 
professionals do not hold 
even basic level digital 
competency, warns a report 
from the Digital Marketing 
Institute. Ireland’s digital 

proficiency is ranked at 
34% below that of  its 
international competitors. 
The biggest skills gap is 
observed within the small 
firms sector outside Dublin. 
Ian Dodson, director of  the 
Digital Marketing Institute 
said: ‘If  we can’t provide 
suitably skilled professionals 
to fill [jobs in the expanding 
digital economy] Ireland 
could stand to lose its 
advantage as a European 
digital hub and as European 
headquarters for many of  the 
major digital companies.’

ARREARS IGNORED
Mortgage lenders are 
responding flexibly to recent 
arrears cases, while ignoring 
longer standing arrears 
problems, warns a report 
from Free Legal Advice 
Centres (FLAC). FLAC says it 
has identified three issues of  
concern from the latest » 

1 MELBOURNE

2 VIENNA
3 VANCOUVER
4 TORONTO
5 ADELAIDE
16 PARIS
31 HONG KONG
46 DUBLIN
55 LONDON
56 NEW YORK
70 KUALA LUMPUR
74 BEIJING

TRENDS
URBAN HEAVEN
Melbourne tops the 2014 Economist Intelligence Unit’s most liveable city survey. 
Based on 30 factors spread across five areas – stability, infrastructure, education, 
healthcare and environment – the Australian city is followed by Vienna. The cities 
that score best tend to be mid-sized cities in wealthier countries with a relatively 
low population. Global business centres tend to be victims of their own success. The 
‘big-city buzz’ that they enjoy, says the report, can overstretch infrastructure and 
cause higher crime rates.
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had not been instructed in 
relation to due diligence on 
the acquisition. Autonomy’s 
former executives strongly 
deny any wrongdoing.

STRESS-TEST EARNINGS
Accountancy firms and 
other consultants are to 
earn €487.7m in fees 
from European regulators 
to conduct stress tests, 
according to analysis 
conducted by the Financial 
Times. Much of  this cost will 
be passed on to the banks, 
although the banks are 
separately paying for audits. 
The stress tests will cover 
128 large lenders, regarded 
as systemically important 

mortgage arrears data: 
the continued increase 
in longer term arrears 
cases, accelerated rate of  
applications to repossess 
homes and the sustainability 
of  mortgage restructures. 
There has been a 5% rise 
in the number of  mortgage 
loans falling into long-term 
arrears, while the number of  
actions for repossessions has 
reached an historic high.

HP TO SUE DELOITTE 
Hewlett-Packard intends 
to sue Deloitte UK over 
its audits of  Autonomy. 
HP acquired Autonomy in 
2011 for US$11bn, but 
subsequently wrote down 
its value by US$8.8bn. A 
US court has rejected a 
proposed settlement between 
HP and shareholders, who 
sued the company over the 
disastrous acquisition. Under 
the proposed settlement 
HP would have worked with 
shareholders’ lawyers to sue 
former Autonomy executives. 
HP said: ‘We will continue to 
work to have the derivative 
actions settled or dismissed 
and to hold the former 
executives of  Autonomy as 
well as Autonomy’s auditor, 
Deloitte UK, responsible 
for the wrongdoing that 
occurred.’ 

Deloitte did not respond 
to a request for comment 
but had previously told The 
Guardian that any action was 
‘without merit’ and that it 

to the eurozone’s banking 
system. Half  the total cost 
will be paid to auditors 
and consultants analysing 
the largest German banks. 
Beneficiaries of  the 
exercise include BlackRock 
Solutions and Oliver Wyman, 
as well as the Big Four 
accountancy firms 

NEW KPMG PARTNERS
KPMG has taken on 52 
new partners in the UK, 
bringing the total number 
of  partners to 613. One in 
three of  the new partners 
is female. Some 29 of  the 
new partners were promoted 
within the firm, while 23 
were external hires.

FEWER UK FIRMS
There was a 4% decline in 
the number of  accountancy 
firms trading in the UK last 
year, according to analysis 
conducted by LDF. Peter 
Alderson, LDF managing 
director, said that the 
decline ‘appears to be 
picking up speed again, 
with 277 fewer practices 
now than a year ago. One 
key reason may be [that] 
the impact of  new rules 
loosening the requirements 
for businesses to carry 
out an audit is starting to 
filter through, adding to 
the financial pressures that 
many, particularly smaller 
accountancy firms, were 
already feeling.’ 

FRSSE WITHDRAWN
The Financial Reporting 
Council is withdrawing the 
Financial Reporting Standard 
for Smaller Entities (FRSSE) 
and will replace it with the 
Financial Reporting Standard 
for Micro-entities (FRSME). 
FRSME will simplify 
accounts for companies 
with turnovers of  less than 
£632k. The changes follow 
UK implementation of  the 
EU Accounting Directive. 
The FRC will also introduce 
a new section into FRS 
102, the standard for small 
entities with turnovers of  
less than £10.2m. ■

Compiled by Paul Gosling, 
journalist

TRENDS
TECHNOLOGY M&AS SURGE
Q2 2014 saw a record-setting 
volume of global technology 
merger and acquisition 
transactions, with deal 
volumes rising by 57% year on 
year, according to EY. Average 
deal volume for 2013 was 678 
per quarter, but so far in 2014 
it has been 815.
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A knight’s tAle
For nearly half a century, Chevalier Joe Tiernan KCHS has been a valuable contributor to 
every aspect of Irish society, so what is the secret to his success?

bricks for a bricklayer in an irregular way, necessitating 
the bricklayer to lift, twist and turn the bricks before he 
laid them. The bricklayer requested that they be stacked 
correctly, which speeded up the laying of  the bricks. So, 
as far as I’m concerned, a builder was the first among 
professions to conduct R&D in their job.’ Tiernan became a 
master builder, a process that began when he excavated the 
foundations of  his first housing development at Rathcoole, 
Co Dublin, in 1968. From then he formally registered his 
company Tiernan Homes. He was known to put the letter 
T as a brickwork logo in a prominent location on the front 
elevation of  houses, so people could identify the house as 
being one of  his developments. 

‘The word master builder is a great achievement for me. 
Think about professors or those who are leaders in their field 
at what they do. The quality of  work standards I ensured 
went into the building of  my houses meant I could stand 
by every development I was in charge of, satisfied that the 
best job had been done. Whoever has the best track record 
in my industry is awarded, on merit, the title master builder. 
It evolves with you throughout your career and I have built 
thousands of  homes in over 40 locations to the highest of  
standards. Tiernan Homes, at one point, was the largest, 
self-standing, independent house building company in 
Ireland, without partners. I sat on many boards to promote 
the construction industry in Ireland. I was consistently 
committed throughout my tenure as a property developer, to 
the development of  the construction industry as well as to 
my own business.’ 

Effective leadership roles
Tiernan has an array of  leadership roles within the 
Irish construction industry but is also recognised on an 
international level. He was elected chairman of  the Irish 
Home Builders Association (IHBA) in 1987 and in the same 
year he was elected chairman of  HomeBond, the leading 
provider of  structural defect cover for new homes in Ireland 
– between 1978 and the end of  2013, over 600,000 homes 
have been registered. He remained in this position until his 
retirement in 2004, and he influenced the promotion  
and development of  the important warranty scheme for 
new home purchasers and was made life president of  the 
HomeBond Warranty scheme. Tiernan also held the role 
of  president of  the Construction Industry Federation (CIF) 
from 1998 to 2000 and has represented Ireland on a »

A
lthough he retired in 2004, Chevalier Joe Tiernan 
KCHS is of the ilk that never really stops working. 
If not commuting between Ireland and his home 
in Marbella, where he is president of the English-

speaking Roman Catholic International Community of 
Marbella, he is writing his autobiography, or researching 
local and international global trends which will influence 
future economies. He is also involved and interested 
in the preservation and conservation of the Church of 
Ireland in his native Kilmore, Roscommon – ‘I’m a self-
confessed antiquarian’ – and has revived the North 
Shannon Yacht Club, which was founded in 1896. A keen 
boating enthusiast, he himself resides at his Annavale 
Manor on the River Shannon’s Lough Boderg, during 
the summer months.

Building blocks of  life 
Tiernan was born in June 1945, and he learned the values 
of  hard work and determination from his parents Patrick 
and Pearlie on their family farm at Foxwood, Kilmore. From 
an early age, Tiernan was fascinated by the builders and 
construction workers who worked on his family’s house. ‘You 
have to remember this (1957) was the age before electricity 
in our area, before the widespread owning of  cars and 
modern building machinery. These men were inspiring in 
how they used their skills to refurbish our house and fix our 
roof. All the farm work was done with horses,’ he says.

Wanting to learn more about the building trade, Tiernan 
began working for a building contractor in Roscommon at 
the age of  17 before moving to Dublin at 19 and qualifying 
for the craftsman membership of  the Ancient Guild of  
Incorporated Brick and Stonelayers’ Trade Union (AGIBSTU). 
He soon progressed from employee (he specialised as 
a bricklaying contractor) to employer (employing 14 
bricklayers from 1966). 

‘All my successes have to be attributed to my dedicated 
team of  employees. They followed my instructions and 
high standards and if  they didn’t perform I wouldn’t have 
been able to expand or develop my business in the way that 
I did. I always had targets growing up – run faster, jump 
higher. I was never happier with what I was doing, I wanted 
to do more, do better, set standards and raise standards. 
This is why I think I progressed at such a fast pace. It 
was a building contractor in Canada who started a time 
and motion study observing a general operative stacking 
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Tiernan’s top tips for 
property developers in 2014:

1 Good market research.

2 Competence in all aspects of building 
and engineering regulations.

3 Well capitalised. 

4 Comply with all planning, funding and 
legal requirements.

5 Always act honourably, and discharge 
all debts on time and in full.

to the election of  president Ronald Regan in 1980. He was 
elected on a platform of  deregulation. The first casualty was 
Federal Home Loan Mortgage Corporation (Freddie Mac) 
and Federal National Mortgage Association (Fannie Mae), 
followed by dozens of  other banks and building societies. 
The dot.com collapse followed in 2000. With deregulation a 
new word was coined called securitisation. What this meant 
in practice was that savings banks in the US and building 
societies in Europe no longer depended upon the small 
saver. With securitisation, banks could lend millions, which 
soon turned to billions, to merchant banks and get the 
money back a week later, replaced. 

‘Unnecessarily misleading and complex paperwork 
was generated regarding company loans and seriously 
unsecured and under-secured mortgages. In the meantime 
securitisation was rolling over, Lehman Brothers went bust, 
and companies started investigating their own assets and 
paperwork and realised investments had been made without 
authorisation in various countries abroad. 

‘So, our national banks were in trouble and they had to 
get the money back, somehow. It was unfortunate for Brian 

Lenihan [minister for finance 2008-2011] at the 
time, as he had to react quickly to recover the 
lost money, and in turn faced a hostile public 
reception. Of  course this affected construction 
in a negative way. Every development had 
to be monitored. I knew in 2004 it was 
time to retire, but many of  my competitors, 
who remained active in the industry until 
the inevitable collapse, have unfortunately 

experienced financial ruin.
‘The children’s hospital is a major problem at the 

moment in Ireland, an issue which has been discussed for 
over 20 years,’ according to Tiernan. ‘It was originally going 
to be built on top of  the Mater Hospital but Bord Pleanála 
refused this, and there are now talks of  it being “squeezed” 
into St James’s Hospital. There is a perfectly good-sized 

global scale on all five continents, at construction  
industry events. 

His life, he says, is dotted with role models. ‘I was very 
impressed with Ambrose (Amby) and Dan McInerney, 
who founded McInerney Construction. I worked for them 
when I came to Dublin in 1964 and I learned from their 
management and structure processes. They became 
Ireland’s most successful building company of  their time. 
Tom Roche of  Cement Roadstone was also a dynamic 
mentor who showed great leadership in that company. My 
parents, of  course, would be my core mentors. Hard-working 
parents of  four, they instilled honesty into me from a very 
young age, and this has stayed with me throughout my life. 
I always admire and associate with well-motivated people’ 
Tiernan is renowned in Ireland’s construction industry for 
always giving fair value to his customers, complying with 
laws and regulations, and always paying the banks, his 
employees, and all suppliers on time and in full.

Tiernan’s attitude that ‘work is never done’ is paramount 
in his work-life but also in his insatiable interest in learning 
and researching. He is famously known for predicting the 
property bubble and the aftermath that would occur. ‘It is 
a necessary part of  success to know that research is never 
finished; you always need to monitor your own company, you 
need to be a natural networker, to keep abreast of  what is 
happening internationally and to always be aware what the 
economic market trends are in your particular industry.’

Economic insight
Early on, Tiernan established how many homes were built 
per million of  population in the UK compared to Ireland and 
other EU countries. He soon established it was about 4,000 
units per million. ‘In 2006, we built five times this, 20,000 
per million, which is 93,000. So, you wouldn’t have to be 
a mathematical genius to know where we were headed.’ 
But why does Tiernan think other developers and bankers 
didn’t heed the warnings? ‘I don’t mean to be offensive but 
there are only three types of  people in this world. There are 
people from the shoulders down who are workers – great 

workers; there are people from the shoulders up who are 
theoreticians – they know everything and they do nothing; 
and then there is the minute percentage from the top down 
who can think it out, find solutions to the problems and then 
have them executed. And that’s the truth.’

‘The banks were borrowing short term and lending long 
term. The preconditions for the recession can date back 

TI
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▌▌▌ ‘All my successes hAve to  
be Attributed to my dedicAted  
teAm of employees’
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space available at Connolly Hospital, just off  the M50, but 
the HSE still want to build in the smaller area of  James’s. 
This is wrong and it is something I feel strongly about, 
coming from a construction background but also from a 
human interest viewpoint, particularly having regard to the 
need for further expansion as the population grows.’

Philanthropic and political endeavours
Human interest is particularly important to Tiernan. He has 
a vested interest in hospitals in Ireland, having served as a 
non-executive director at Stewarts Hospital, Palmerstown 
in Dublin, for more than 30 years. This hospital provides 
education, training and management of  children with 
special needs. Among his many charitable positions, he was 
also appointed to an honorary position at the St John of  God 
Centre, which provides services to children with learning 
difficulties. A major honour was bestowed on Tiernan in 
2009 when he was made a Knight of  the Equestrian Order 
of  the Holy Sepulchre of  Jerusalem (KHS) in recognition 
of  his contribution to the work of  the Catholic Church and 

societal contributions. He advanced to the rank of  Knight 
Commander (KCHS) in 2012. 

Tiernan is also recognised as someone who could have 
been a great politician. ‘I have always been a long-time 
supporter and activist in Fine Gael and after founding the 
Castleknock branch of  Fine Gael in 1979, I was selected to 
contest the Dáil Éireann Dublin West by-election. It is with 
some regret that I withdrew my candidature, but my late 
wife Mary’s father had been a politician, and she was well 
aware of  the dedication and time needed, so it was either 
construction or politics. So, I chose to focus on the former!’ 
With three equally successful daughters – Michelle, a 
procurement manager with Aer Lingus, Marika, owner of  MR 
Real Estate, and Sharon, chartered surveyor and property 
manager EMEA for Bentley Systems International – Tiernan 
has a knowledgeable family trio to bounce his ideas and 
future endeavours off. ‘I am lucky to have what I had and to 
have what I have now. Sure, I could be a politician yet!’ ■

Shauna Rahman, editor, AB.IE
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working to Curb 
the Cowboys 
Untrained, uninsured and unqualified, accountants without professional accreditation are 
facing a sustained campaign from ACCA and other professional bodies to make the title 
of ‘accountant’ an unequivocal badge of trust

J
oe and Jane Bloggs are not allowed to call 
themselves social workers unless they are 
registered and regulated as social workers. Nor 
can they claim to be solicitors or barristers, or 

even podiatrists. Yet there is nothing whatsoever to 
stop them calling themselves accountants, even if they 
have no qualifications or the basic competence to do 

the job.  
ACCA members have repeatedly complained about what 

they see as unfair competition from unqualified accountants, 
not least because they often have to clear up problems 
caused by unqualified competitors. A ministerial review to 

be initiated next year offers a chance, albeit a slim one, 
that protection may now be provided by legislation.

Ten ACCA UK practitioners’ network events 
held across the country this year discussed the 

problem of  unqualifieds. At one, members 
complained they were losing clients to 
unqualifieds quoting ‘ridiculous’ fees. One 
unqualified offered to do tax returns for two 
people with, between them, five investment 

properties and four part-time jobs for a total of  
£100.  

Several of  the events heard complaints 
about the poor quality of  work done by 

unqualifieds. One member reported that when 
he took over the practice of  a retiring unqualified 
accountant he found the standard of  work had 

been ‘dreadful’. Many clients had underpaid tax 
and none had realised their previous accountant 

was unqualified. The consequence of  such activity by 
unqualified ‘accountants’ is to tarnish the good name of  

the legitimate profession, complained some members.

Missing paperwork… and people
Ian Critten FCCA, who trades in Cambridge as Ian 
Critten Accountancy, says: ‘Over the last 18 months 
I have taken over several clients from unqualified 
accountants. The problems were not so much with the 
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technical work they have done. It is more about them not 
handing over the books and records. Some unqualifieds have 
just gone missing. I had one or two clients over the last 18 
months who said their accountant isn’t in business any more 
or isn’t answering their phone. 

‘Someone who had used an unqualified phoned me 
because the bank would not accept the figures from an 
unqualified accountant for a bank loan. They were astonished 
when I said I needed to redo the work. They paid £200 to 
£300 to the existing accountant and I would need £1,000 to 
do it – and I realised immediately I would not be able to agree 
the figures [provided by the unqualified]. People don’t realise 
there is a cost penalty for going for the cheapest prices.

‘We certainly know the Revenue targets the accounts of  
people who use unqualifieds. For a lot of  people it doesn’t 
affect the tax they pay, but for some it means they miss out 
on tax advice on capital gains and inheritance tax. I have 

an arrangement with another chartered accountant to take 
over clients if  my plane crashes and I don’t come back from 
holiday. One of  the missing unqualified accountants had died 
and then all the office papers got dumped by the landlord. 
There is a lack of  back-up.’

Russell Geary FCCA, who 
trades in Derbyshire as RDG 
Accounting, says: ‘I have had very 
bad experiences with unqualifieds. 
Some of  them flout the principles 
of  professionalism. But they charge 
the same as qualifieds and they 
call themselves accountants. That 
annoys me because I work hard, 
play by the rules and make the 
necessary payments.

‘I don’t think all unqualified 
accountants are bad. There are 
some good ones doing a good job. 
But some are making more money 
than qualifieds, because they don’t 
pay insurance or professional fees. 
We have to write to unqualified 
accountants when we take over one 
of  their clients; probably 80% of  the 
time we do not get a reply. There is 
data they hold that we need and we 
might have to go to HMRC for it.  

‘There is no one we can complain 
to. If  they were ACCA-registered 

▌▌▌’Some of the thingS coming out are 
Scary. if he waS qualified he would loSe  
hiS profeSSional memberShip’

accountants we could complain to ACCA and ask them 
to intervene. We recently had a problem with a firm of  
chartered accountants and ACCA UK drafted a letter for us, 
which helped solve the problem. 

‘We have a client that HMRC is prosecuting for fraud, 
which is very, very serious. He had an unqualified acting for 
him. Some of  the things coming out are scary. If  he was 
qualified he would lose his professional membership. But this 
guy can just walk away without any recourse.’

Risk management and professional standards
ACCA and the other chartered accountancy bodies provide 
support to members and ensure standards are met. These 
standards are not only about quality, but also ensure 
members have arrangements with other practitioners if  they 
die or are otherwise unable to continue to practise. 

Equally bookkeepers and accounting technicians 
belonging to the relevant recognised 
professional institutes and 
associations, and offering appropriate 
services, are also provided with 
support – and regulation – from their 
professional bodies to reduce risk to 
the public. 

Members of  reputable bodies 
must also be adequately insured, including for professional 
indemnity. Many unqualifieds do not have similar levels of  
insurance – and may not be insured at all. 

The Consultative Committee of  Accountancy Bodies » 

We are championing the benefits 
of using qualified accountants to 
the general public and the business 
community. We have been doing that 
over the last few years. 

We have a code of  ethics and 
we regulate as a professional 
body. If  something goes 
wrong, there is recourse 
for the client. The other 
issues are competence 
and quality. 
The unqualified 
accountant is not 
required to be up 
to date on the 
technical side 
of  being an 
accountant. 
It’s about 
risk. We are 

saying that you are taking a risk if  you 
are using an unqualified accountant.

Members tell us that they are being 
asked if  they are qualified. Not across 

the board, but it does happen, so 
we know that it is an issue.

We want to work 
together with 
members to put the 
message across. 
Members can use 
the ACCA logo and 
the brand to say 
they are ACCA-
qualified. They 
have that badge of  

integrity.

Liz Hughes, 
head, ACCA 
Ireland

badge of integrity
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case to do so. Instead, the government supports promoting 
the use of  accountants who are professionally qualified 
and members of  ACCA or the other institutes. However, 
following lobbying by ACCA and the other institutes, Bruton 
has instructed officials to conduct a new review and they will 
consult next year with ACCA and other interested parties on 
whether the term should be protected.

But the policy of  the European Union makes it unlikely 
that any member state will act to introduce greater protection 
for the term ‘accountant’ – and some member states 
that currently provide this protection may now repeal it. A 
spokeswoman for the European Commission (EC) explains 
that one of  its objectives is ‘to remove the restrictions limiting 
the access to certain professions’, adding that ‘regulating 
access to a profession could be considered as a restriction on 
a fundamental freedom, guaranteed by the Treaty [of  Rome, 
establishing the European Community], that must be justified’.

An EC paper last year on evaluating national regulations 
on access to professions reported that several surveys had 

found no correlation between the regulation of  professions 
and the quality of  service provided by them. Instead, it 

suggested, restricting access to professions raises 
costs to clients and limits consumer choice. As a 

result, member states have been invited by the EC 
to review professional regulation ‘with a view to 
eliminating unjustified restrictions or barriers’.

So despite the evidence of  harm caused by 
unqualified accountants, it seems that there is 
little political support for regulation or restriction 
in use of  the title of  accountant – and little 
chance of  it happening in Ireland or the UK in the 
foreseeable future. ■

(CCAB) has even more serious 
concerns. A recent CCAB report, 
Coming out in the wash, warned 
that money launderers are likely 
to use unqualified accountants 
to assist them. The CCAB called 
for more control of  unregulated 
accountants as part of  efforts to 
shore up anti-money-laundering 
legislation.

Anthony Harbinson FCCA, 
immediate past chair of  the 
CCAB and ACCA president, 
explains: ‘Policymakers and 
regulators have to address 
the risks posed by unqualified 
accountants who are perceived 
as less effective in detecting and 
guarding against this kind of  financial crime.’ 

Research by Ireland’s accounting bodies found 120 
unqualified accountants practising here. Aidan Clifford, 
advisory services manager for ACCA Ireland, says: ‘There 
was one “accountant” who stole money from his clients and 
as soon as he got out of  jail he stole from his clients again. 
We want to protect the public by requiring the automatic 
registration of  accountants.’ 

Experience in Ireland shows that some unqualifieds are 
guilty of  repeated breaches of  criminal law (see box). ACCA 
and the other accountancy bodies have lobbied government 
to include protection in the Companies Consolidation 
and Reform Bill currently going through the Dáil. While 
this lobbying has been unsuccessful, jobs and enterprise 
minister Richard Bruton has initiated a review that offers 
hope of  protection in the next few years.

EU and Irish ‘accountant’ acceptance
In 2007 the Company Law Review Group 
recommended regulating the title of  
‘accountant’ in the interests of  consumer 
protection. But the government, after 
taking advice from the Office of  the 
Director of  Corporate Enforcement and 
the Competition Authority, rejected the 
proposal, saying it would create barriers 
to entry to the profession. It also took 
into account the lack of  protection 
in the UK – and the signs are that the 
UK government will not change its position 
(the UK’s Department for Business, Innovation 
and Skills failed to respond to requests for 
clarification of  its position).

The Irish government still argues that 
protection of  the term could damage the 
economy and says it will only introduce 
new regulations where there is a strong 

A so-called ‘accountant’, Ignatius Forde 
of Carlow Town in Ireland, was jailed 
in 2001 for defrauding the Revenue 
Commissioners of IR£270,000 from 
1994 onwards through a company he 
set up to manipulate tax reliefs for 
the film industry. Forde was convicted 
again in 2009 for fraudulently 
converting cheques, defrauding one 
client of €79,276 that was due to the 
Revenue Commissioners. 

In 2007 he was prosecuted by 
Ireland’s Office of  the Director of  

Corporate Enforcement on charges 
of  conducting audits without being 
qualified to do so. 

Last year he was given a three-year 
jail term, suspended for six years, after 
he was convicted for fraud and buying 
and exporting beer without a licence. 
This year he was charged with 50 
counts of  auditing companies without 
being qualified to do so; a sample 13 
charges went to court. The judge fined 
him €1,000 but did not trigger the 
suspended prison sentence.

The case of IgnaTIus forde

FoR moRe InFoRmATIon:

The CCAB report, Coming out in the 
wash, is available at www.ccab.org.uk
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Interim misconceptions
Once lauded as an ally of corporate transparency, the interim management statement has 
now been unjustly identified as the accomplice of short-termism, says Jane Fuller

As a news journalist I was never much 
in favour of quarterly reporting. It 
removed some of the fun of looking 
out for profit warnings in those rather 
long gaps between annual and half-
yearly results announcements. 

But I don’t think that is what  
the EU regulatory establishment is 
looking forward to as it consigns the 
interim management statement (IMS) 
to the dustbin. In the decade since 
the Transparency Directive enacted 
this pale version of  US-style quarterly 
reporting, there has been  
a transformation of  attitudes  
towards transparency on this side  
of  the Atlantic.

When the European Commission 
consulted on revisions to the directive 
in 2010, it was mainly concerned 
about the burden of  disclosure 
requirements on smaller listed 
companies. Respondents were split, 
with the majority expressing concern 
that reducing transparency might 
leave a ‘gap in investor protection’. 
They regarded quarterly financial 
information as ‘useful and valuable’.

Fast-forward to 2013 when the 
amending directive was passed. It 
not only removes the requirement to 
publish quarterly financial information, 
but tells member states that if  they 
keep it, they should assess whether it 
leads to ‘an excessive focus’ on short-
term results.

How did the measured debate 
about quarterly reporting morph 
into another arrow in the quiver of  
indignation about short-termism? 
An important step was the 2012 Kay 
Review of  UK equity markets and 
long-term decision-making, which 
recommended that mandatory IMS 
obligations should be removed. 

The UK Financial Conduct 
Authority’s consultation (just ended) 
on removing the requirement ASAP 
refers to ‘a widely held concern that 
rigid quarterly reporting requirements 
can promote an excessive focus on 
short-term results’. In my experience, 
this concern is not shared by many 

impact of  material events on the 
company’s financial position. Some 
achieve this in one page, others focus 
on sales orders, product pipelines etc, 
while those with a US listing produce a 
full set of  results. 

In other contexts, engagement 
between management and shareholders 
is all the rage. Interim management 
statements provide a regular venue for 
this. Removing these updates increases 
the risk of  over-reaction to both the 
less frequent formal announcements 
and the more frequent surprise ones, 
including profit warnings. 

Since the listing rules still insist 
on prompt disclosure of  price-
sensitive information, the burden 
on management of  having to judge 
whether or not to make an unscheduled 
announcement will increase. 
Remember that the halcyon days pre-
IMS mostly fell in an era when informal 
‘steers’ were given by companies to 
analysts, and even journalists – a 
discreet, but unfair, way to tweak 
‘market expectations’.

Fair disclosure rules have helped 
to level the playing field in terms 
of  access to such information. Yet, 
large investors with easy access to 
management still have an advantage 
in their regular opportunities to assess 
tone of  voice and body language.

Contrary to political prejudice, 
investors are capable of  separating the 
noise in quarterly results from longer-
term trends. If  there is a negative 
over-reaction in the share price, this 
may give long-term investors a chance 
to buy at better value. Executives rarely 
complain about positive over-reactions. 

While crossing out sections of  any 
rulebook is not without merit, this 
change does not obviate the need for 
regular contact between companies 
and shareholders, nor is it likely to 
reduce share price volatility. ■

 
Jane Fuller is a former financial editor 
of the Financial Times. She serves on 
the Audit and Assurance Council of the 
Financial Reporting Council

of  the analysts and fund managers 
whose job it is to consider whether or 
not a company is on track to deliver – 
in the short and long term – what its 
management has promised.

Europe’s IMS requirements are 
hardly onerous: a general description 
of  financial performance and the 
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Political thinking
Serious forward planning is needed by the government to strengthen a hard-hit 
economy and ensure its future success, says Ian Guider

Dublin-based Covidien agreed in June 
to a US$42.9bn (€31.3bn) takeover 
from the US medical devices company 
Medtronic.

Over the last seven years, more than 
€30bn has been sucked out of  the Irish 
economy through massive tax hikes 
and savage spending cuts. The bailout 
agreement with the International 
Monetary Fund, the European 
Commission and the European Central 
Bank, which make up the so-called 
troika, may have been negotiated 
by the Fianna Fáil/Green coalition 
government in its dying days in late 
2010 but most of  its measures have 
had to be dutifully implemented by 
their Fine Gael and Labour successors.

Despite tinkering with the edges 
of  a bailout deal over the last few 
years, its main components of  getting 
the budget deficit reduced have been 
rammed through in full. It’s no surprise 
then that the lofty poll ratings Fine 
Gael and Labour enjoyed when taking 
office in the spring of  2011 were going 
to nosedive when the reality of  the 
scale of  repairing the economy needed 
dawned on freshly appointed ministers. 

The local property tax, the levy on 
pensions (a move that gets little media 
attention despite its huge cost to those 
saving for retirement) and the looming 
introduction of  water charges were 
never going to go down well with voters, 
when campaigning. The major defeat, 
which Labour in particular suffered 
in the local and European elections 
in May, was always on the cards. The 
party’s fall wasn’t just an indication 
of  voters annoyed with broken general 
election promises (it’s clear now that it 
was Frankfurt’s way not Labour’s) but 
also with ongoing austerity at a time 
when its ministers were talking up the 
economic recovery far too early. 

Having stabilised the economy and 
regained credibility in international 
financial markets – to the point that 
Irish 10-year bond yields are much 
lower than US and UK equivalents – the 
focus of  the coalition has shifted from 
economics to politics. 

The countdown to the general 
election in 2016 is on and that means 
the age of  austerity is over, whatever 
the fragility of  the economic recovery. 
Having battled through three tough 
budgets and hit the troika target of  
getting the deficit to below 3% 
of  gross domestic product, 
there is no doubt that the 
government will have to 
start easing the burden 
if  they are to return 
to office, and, in the 
case of  the Labour 
Party, to prevent a 
catastrophic loss of  
seats. 

To deliver 
a meaningful 
reward for years 
of  austerity, 
a one-off  token 
gesture to help 
hard-pressed taxpayers 
or vague commitments 
won’t be enough. What will 
be required is a plan with 
greater detail than last 
December’s medium-term 
economic strategy, which 
was launched in a blaze of  
publicity but was derided 
for its lack of  specific 
measures. 

The economy is 
improving to the point 
where it will be the fastest 
growing in the eurozone, but 
the main external challenge 
of  the weak European 
economy and its potential 
dangers to Ireland is 
hovering not too far away.

However, for a government 
with a lifespan of  a year and 
a half  left, the risk is that 
not changing course and 
loosening the purse strings 
will bring about its demise. ■

Ian Guider is business editor 
and business presenter on 
Ireland’s Newstalk 106-108fm 
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Principles and public sector
New ACCA president Anthony Harbinson reveals what the key themes of his presidency 
will be – ethics and the role of the accountant, and making the public sector more efficient

I am delighted to have been elected to serve as your president for the year 
ahead. It is a great honour to hold office with ACCA and I 
have already had the great privilege to meet with large 
numbers of members and students as vice and 
deputy president of ACCA.

I also want to pay tribute to Martin Turner for 
his great work as president in the past year.

I would like to take this opportunity to 
give you an outline of  my career and my 
membership of  ACCA.

I became a member in 1994 and was 
lucky enough to be elected to ACCA’s Council 
in 2007. I have served as president of  the 
Ulster Network and president of  ACCA Ireland, 
and chaired a number of  global committees 
for ACCA. Last year I was also chairman of  the 
UK Consultative Committee of  Accountancy 
Bodies (CCAB). 

My career has been spent in Northern Ireland, 
working in the public sector where I am director 
of  safer communities for the Northern Ireland 
Department of  Justice.

My interests are football, reading, travel and 
charity work.

There are two key themes on which I would like to 
focus in my presidential year. 

The first is an issue which is important for us all – 
ethics and the role of  the accountant. Not only do we 
have a responsibility to behave ethically, but we also have 
to ensure that the organisations we work for have an ethical 
approach to business and operations.

My second key theme is emphasising the importance 
of  the public sector, the need for it to be effective and 
efficient, and to have the proper financial expertise to 
achieve this in the short and long term. 

The public sector has felt the full effects of  the 
global economic crisis – and continues to do so 
even as the private sector shows signs of  recovery. 
Continuing to deliver within tight budgets makes 
it more important than ever to have more fully 
qualified accountants working in the sector, as 
well as enhancing the financial awareness of  
more non-accountants to support them 
in their decision-making and use of  
precious resources.

I look forward to meeting as many 
members as possible in my year ahead 
and to representing your views within 
ACCA and around the world. ■

Anthony Harbinson FCCA is director 
of safer communities in Northern 
Ireland’s Department of Justice
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I work on the commercial team in the 
asset development department of 
ESB Energy International. We develop 
and invest in renewable energy 
and thermal projects in the UK and 
Ireland. My role is to secure project 
finance for new investments, negotiate 
and secure share purchase agreements 
and shareholders’ agreements and 
advise on the commercial impact of  
key project contracts. 

I have learned the importance of 
listening closely. If  you stop and listen 
instead of  wanting to talk, you’ll solve 
an issue much quicker and convince 
the person you’re negotiating with 
more easily because you are fully tuned 
in to their needs and logic.

The importance of  timing is crucial. 
During every project there is always 
a valuable moment for a stakeholder 
where you can capitalise on the 
timing of  a decision or process. Miss 
it and you don’t realise all of  your 
potential gains.

The value of  reputation: whether 
it’s personal, corporate or state, that’s 
what people invest in. The energy 
and lending communities are small 
– I meet the same bankers, advisers 
and deal teams regularly –  so, if  you 
are professional and reliable, people 
will trust you.

There are a lot of regulatory and 
market changes for the industry on 
the way that will create challenges 
and opportunities equally for 
investors.
Optimism and risk appetite 
have also improved 
and transactions are 
beginning to move faster 
in the energy sector.

To remember the 
value of your network 

‘ The value of repuTaTion...ThaT’s whaT 
people invesT in’ laura Thomas fCCa, 
senior invesTmenT analYsT, esB energY 
inTernaTional, ireland

and your business relationships is 
important. I have always kept in touch 
and received great advice from people 
I have worked with in the past. It’s 
invaluable to be able to pick up the 
phone and use that resource when you 
need it. Equally it’s always a pleasure 
to give advice when asked or to 
connect people through your network.  
 
The key professional challenge I set 
myself every year is to broaden my 
experience and expertise as much as 
possible. Whether it’s a greater depth 
of  knowledge on a specific subject 
matter or tackling a new project and 
understanding a  new technology, it’s 
important to keep learning.

I am looking forward to an East coast 
break in the US. I will be travelling to 
New York, Connecticut, the Hamptons, 
and the Catskill Mountains. ■

snapshoT: The 
skY’s The limiT
In what could spark a global 
price war, Ryanair has 
agreed to purchase up to 
200 new Boeing 737 MAX 
200 ‘gamechanger’ aircraft 
for up to US$22bn. The deal 
will help the airline grow 
its passenger numbers by 
almost 100% to 150 million 
customers a year by 2024. 
The growth of the airline 
will create 3,000 new jobs 
for pilots, cabin crew and 
engineers in Europe, and 
will see its fleet rise to 520 
aircraft, Ryanair said.

Announcing the recent 
deal in New York, the airline 
disclosed that it has agreed to 
buy 100 planes, with options 
to acquire a further 100. 
Ryanair will roll out new lower 
cost airfares and increase 
customer service. The extra 
seats (Boeing’s gamechanger 
aircraft will feature 197 
seats, which is eight more 
than Ryanair’s existing 737-
800s) and new CFM LEAP-1B 
engines, will help reduce fuel 
consumption by up to 18% 
in Ryanair’s configuration 
and reduce operational noise 
emissions by 40%. 

The order will be submitted 
for approval by Ryanair’s 
shareholders at an EGM 
in late November, 2014. If  
approved, it will become 
Boeing’s largest ever aircraft 
order from a European airline 
and, according to Ryanair, 
represents the largest ever 
capital investment by an Irish 
company in US manufacturing 
and jobs.

The view from
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A matter of policy
Buying insurance is highly complex, involving many players with different responses to 
risk. Stuart King FCCA explains how understanding the costs can add shareholder value

Spreading the risk among the 
many, reinsurers seek to recover 
capital disbursed in claims by raising 
insurance premiums. In more recent 
times, with the innovation in capital 
market products, the macro insurance 
market has been relatively stable.

Corporate insurance
Insurance is one method a corporate 
uses to manage risk by transferring 
it to another party. Buying corporate 
insurance is a complex task, 
particularly for international firms. 
There are many individuals in an 
organisation that directly or indirectly 
influence an insurance strategy. 
Because everyone looks at risk 
differently, it can be challenging to 
gain consensus on what an insurance 
programme should cover. There is 
often a conflict between group and 
local operations.

Setting insurance strategy
When developing a corporate insurance 
strategy there are a number of  factors 
to consider, as follows.
Practical governance challenges 
There is a growing trend in non-
financial industries to appoint a 
chief  risk officer (CRO), an individual 
who is a generalist in nature and 
often accountable directly to the 
board. This may lead to a clash of  
authority with the audit committee, 
which challenges the adequacy of  
internal controls.

Often the individual responsible for 
insurance has inconsistent reporting 
lines – some report to treasury and 
others to finance. Insurance renewals 
are often a challenge, collating risk 
data for insurers from multiple 
management reporting sources both 
financial and non-financial. 

Insurance has grown in sophistication 
ever since emanating in a modern-
day sense in the City of London in 
the 17th century. Originally insurance 
was simple, providing financial 
compensation if a ship and its cargo 
were lost, or protecting new buildings 
following the catastrophe of the Great 
Fire of London. 

We have come a long way from the 
informal gatherings at coffee shops 
between merchants and ship owners, 
which are not only considered the 
foundation of  the modern insurance 
industry but also formed the original 
coffee culture. 

Many who pass by the Monument 
in the City of  London – a stone’s throw 
from where the Great Fire broke out 
in Pudding Lane – may be unaware of  
its relationship to insurance. Since its 
design by Sir Christopher Wren as a 
monument to the tragedy of  the 1666 

Great Fire (and also intended to double 
up as a telescope), the world has 
moved at an incredible pace, shifting 
from religion and suspicion to a more 
scientific approach of  understanding – 
mathematics and statistics being, and 
continuing to be, the solid foundation 
of  the insurance industry.

The global insurance market is 
valued in the trillions of  dollars. At a 
macro level the industry is represented 
by reinsurers – the companies that 
insure the insurance companies. In a 
simplistic sense reinsurers set aside 
capital to cover catastrophic world 
events such as September 11, the 
1906 San Francisco earthquake and 
Hurricane Katrina to name but a few. 
Following these events insurers provide 
the liquidity needed to repair damaged 
assets and infrastructures quickly and 
help economies to recover.

▌▌▌CorporAte insurAnCe represents 
potentiAl eArnings volAtility oF 3% to 7% – 
An Amount mAny CFos will wish to Control

Informal internal networks for 
exchanging experiences between 
insurance professionals often promote 
the benefits of  an insurance strategy.
Mapping risks to insurance needs 
A corporate collects an immense 
amount of  risk data, ultimately 
consolidated, sorted and ranked in 
a risk register as a greater or lesser 
threat to the business.

Many insurance professionals 
benefit by leveraging existing strategic, 
financial, operational and hazard risk 
information. They map the effectiveness 
of  current insurance arrangements 
or identify and challenge areas where 
insurance is available but not used.

Analysing historical own risk data 
provides incredible insight when 
marketing to insurers. It removes 
insurer uncertainty, often reducing 
premium price.
Analysing financial tolerance 
Premium pricing often improves when 
a corporate accepts a portion of  the 
risk – ie a deductible or retention. It is 
wise to consider the financial impact 
on a business of  including the effect to 
key analyst ratios at certain levels of  
retention. Many businesses undertake 
both consolidated and operational 
loss event scenario testing to assess 
the impact. By doing so risk retention 
levels are set that optimise the 
insurance market transfer point.

Insurers often offer competitive 
terms to win new business where the 
amount of  risk retained by a company 
does not influence the premium price. 
If  the creditworthiness of  the insurer 
is acceptable, a business is better 
transferring risk even though financially 
it could absorb it.
Establishing risk appetite 
Once the financial tolerance is 
established, a business aligns the 
retention to its risk appetite – best 
described as its willingness to retain 
risk. There is often a challenge in 
achieving consensus between group 
and local operations – the risk appetite 
of  the group is often larger than that of  
local operations. 
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This applies in particular in a 
decentralised company where key 
management performance measures 
are based on financial performance. In 
the event of  an insurable loss that isn’t 
insured impacting profits, a group may 
consider changing its performance 
metrics to encourage participation in 
group insurance programmes that offer 
better terms. If  not, local operations 
will very often buy a local policy that 
costs more and may not be effective.
Risk retention strategies 
Once a business has established 
its risk tolerance and appetite, then 
it considers the way in which risk 
across the business is funded. A core 
strategy of  many large international 
companies is to use a captive (a wholly 
owned regulated insurance company 
established by the group to insure its 
own risk). There are more than 6,000 
captives globally, representing some 
US$100bn in premium volumes.

In a simplistic sense, a captive 
involves a business setting aside 

risk capital in a ringfenced legal 
entity (often in domiciles such as 
Bermuda, the Caymans, Vermont 
in the US, Guernsey, Luxembourg 
and Ireland). These vehicles collect 
insurance premiums from subsidiaries 
and reimburse them in the event of  
loss. One of  the main attractions in 
setting up a captive is that it gives a 
group greater control of  its risk and 
insurance cost. A captive insurer can 
also directly access global reinsurance 
markets where availability and 
premium price can be more beneficial.
Establishing the total cost
A corporate insurance programme 
consists of  many types of  insurance: 
employee medical, trade credit, property 
and general liability. On a consolidated 
basis the total cost of  an insurance 
programme adds up. A widely cited 
statistic is that corporate insurance 

represents between 0.05% and 1% of  
a business’s revenues. Translated to 
the bottom line, for a business with a 
margin of  15%, this represents potential 
earnings volatility of  3% to 7% – an 
amount that many CEOs and CFOs will 
wish to understand and control.

By establishing the direct and 
indirect costs of  insurance, a 
business can begin to build a picture 
of  its insurance environment. By 
understanding the various components 
of  insurance programme design, the 
business can develop a strategy that 
identifies cost savings, which in turn 
leads to greater shareholder value. ■

Stuart King FCCA is an expert in 
alternative risk financing strategies, 
international insurance programme 
design, accounting and regulatory 
compliance

▲ from conflagration, inspiration
Property insurance dates from the Great Fire of London in 1666, which gutted most of 
the medieval wood-built City that lay within the old Roman city walls
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Compulsory pensions?
What impact does the recent statement of government priorities have on employers and 
employees, asks Jerry Moriarty

received. This has become a significant 
part of  the Australian savings culture 
with a high level of  satisfaction among 
people with Super accounts.

Soft compulsion
The soft compulsion option was 
introduced in the UK in 2012. 
Introduction has been phased, with it 
applying only to large companies with 
more than 250 staff  to date. Since 
its introduction, almost four million 
people have been automatically 
enrolled in pension plans. They 
have the opportunity to opt out 
but, to date, the opt-out rate has 
been 9%, which is much lower than 
originally anticipated. This is expected 
to increase as smaller employers are 
included. Research has shown that the 
majority of  employees are happy that 
someone made the decision for them. 

In the national pensions framework 
published in 2010, the then 
government committed to introducing 
a similar system in Ireland. The 
current government has made a similar 
commitment. The original plan was 
that people would be auto-enrolled as 
they entered the workforce or moved 
jobs, once they were over the age of  
22. That would mean a very gradual 
introduction, unlike the UK. Employees 
would pay a 4% contribution, 
employers 2% and the government 
would also pay 2% through tax relief. 

A total contribution of  8% is 
unlikely to provide most people with 
an ’adequate’ pension, which is 
usually defined as 50–75% of  pre-
retirement earnings. However, it will 
provide people who currently have no 
retirement savings with something. 

Various government departments 
and state agencies have been working 
on an Irish auto-enrolment scheme 
over the last few years. To date, all we 
have seen is a name for it – My Saver. It 
will be interesting to see more detail on 
this when it is published next year. ■

Jerry Moriarty is CEO at Irish 
Association of Pension Funds, Dublin

The recently agreed statement of 
government priorities contained the 
following line in relation to pensions: 
‘We will address the pensions gap 
between men and women, the old 
and the young, and the public and 
private sectors. During 2015, we will 
agree a roadmap and timeline for 
the introduction of a new, universal 
supplementary pension saving 
scheme.’ So, what is the likely impact 
on employers and employees?

Hard compulsion
Firstly, it has long been recognised 
that too few people are saving for 
their retirement and many of  those 
that are will not have sufficient 
savings to match their needs in 
retirement. Despite lots of  awareness 
campaigns and incentives, such as 
deferred taxation on savings made, 
less than 50% of  the workforce have 
any retirement savings. The majority 
of  those that do have worked for an 
employer with a pension plan in place. 

The state pension is €230.70 per 
week and is designed to keep people 
out of  poverty. It would not, on its own, 
allow people to live the lifestyle they 
would like in retirement. Even then, 
a full state pension is dependent on 
paying sufficient PRSI contributions 
over a full working lifetime. 

So, if  encouragement is not 
working, what more can be done to 
ensure people plan for retirement? 
There are two options: hard and soft 
compulsion. Hard compulsion means 
you are forced to save. Soft compulsion 
involves being forced to join a pension 
plan but having the ability to opt out.

Australia has hard compulsion, 
although the contributions are paid 
by the employer. Employers pay 
9% of  salary into a superannuation 
(Super) for their employees, with those 
contributions due to rise to 12% in 
the coming years. Contributions have 
been negotiated in conjunction with 
wage agreements and, effectively, 
contributions replaced wage increases 
employees would otherwise have 
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The changing face of pensions
We should all review our pension fund on an ongoing basis to ensure we are provided 
with the maximum benefits in the long term, writes Simon Hoffman

your benefits, but as benefits are not 
guaranteed you need to plan well 
in advance to make sure there is a 
sufficient fund available to you when 
you want to retire.

If  you are saving through your own 
personal or company pension you 
should review your plan and funding 

A lot has been made of the 
government’s decision to push 
the state pension age out to 68 by 
2028. However, the state is simply 
acknowledging that as we are all living 
longer, the cost of providing life-long 
pensions is increasing. Also as we get 
older as a nation, the ratio of younger 
working taxpayers to older pension 
recipients will decrease and we will 
have more pensioners relative to 
taxpayers.

It may seem that we are going to 
have to work longer than our parents 
and grandparents, and enjoy a shorter 
time in retirement, but this is not 
actually the case. Previous generations 
tended to enter the workforce at an 
earlier age than we do now (third-level 
education not being as prevalent), 
and even though we might be starting 
retirement a little later, we’re living 
longer into retirement.

It’s not just those tasked with 
looking after the state pension 
that need to be aware of  these 
demographic changes. Most of  us 
realise the state pension isn’t going to 
be enough so we supplement it with a 
private pension.

The same dynamics apply with 
a private pension. The cost of  
providing annuities is increasing and 
this, coupled with severe funding 
regulations, is forcing many defined 
benefit schemes (those which 
promise to pay members a 
specific pension amount) 
to wind up.

Most smaller 
and newer pension 
schemes are defined 
contribution. This 
means that they 
are effectively tax-
incentivised savings 
schemes and the benefits 
you get at retirement are 
based on how much your 
savings have grown and the 
cost of  benefits at that time. 

Defined contribution schemes 
are flexible in when you can take 

▌▌▌Your privaTe 
pension fund is 
likelY To be Your 
single, largesT 
asseT and is 
someThing You 
should revieW on 
an ongoing basis

in light of  the increased state pension 
age. Issues to consider include:

*	How reliant are you on the state 
pension as the catalyst to retiring? 
If  you had planned on working until 
65, will you still do so or will you 
continue working until 68?

*	What sort of  pension can you expect 
with your current pension funding? 
Most defined contribution pensions 
are severely underfunded. If  you 
intend working for longer it will help 
your funding as you will have longer 

to accumulate your 
fund, but even 
then will it still be 
sufficient?

*Do you need 
to change your 

investment strategy? 
Pensions are long-term 

investments and tend 
to have quite aggressive 

investment strategies. 
However, to protect the fund 

from sharp falls close to 
retirement some will de-risk 

over a planned schedule in the 
years leading up to retirement 

age. If  the age you intend to retire 
at changes, you will need to review 

this de-risking plan to ensure it 
coincides with your revised target 
retirement age.

Your private pension fund is 
likely to be your single, largest asset 

and is something you should review 
on an ongoing basis to ensure it’s on 
track to provide you with the benefits 
you expect. 

You should also review if  there is a 
significant change in your personal or 
financial circumstances. The change 

in the state pension age is 
significant in all our personal 
financial circumstances. As 
such, reviewing your pension 

funding with a good financial 
broker makes sense. ■

Simon Hoffman is pensions and 
investments director, Friends First, 
Dublin
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Levels of audit assurance
The level of assurance which auditors provide to shareholders, investors and asset 
managers is outlined by Clodagh Hegarty

Reasonable assurance
‘Reasonable assurance’ is achieved when 
the auditor gathers sufficient appropriate 
audit evidence to reduce the audit risk 
(the risk that the auditor expresses an 
inappropriate opinion when the financial 
statements are materially misstated) to 
an acceptably low level. The assurance 
given by the auditor is reliant on the 

fact that the auditor will exercise 
professional judgment to decide the 
level of  audit procedures used to gather 

audit evidence. This includes, but is 
not limited to, risk assessment, 
analytical procedures, and 
tests of  control and substantive 
testing. There are inherent 

limitations of  an audit. Most 
of  the evidence on which the 
auditor’s opinion is based is 
persuasive rather than conclusive. 

Audit evidence gathered 
may involve uncertainties 
about estimates provided 

by management in the 
financial statements. In 
addition, audit evidence 

may not be practically 
or legally available. 

Because of  these 
inherent limitations 
and the impracticality 
of  examining all the 

evidence, as well as 
uncertainties about the 

future, an auditor cannot 
provide an absolute level of  
assurance.

Audit quality 
improvement
A recent research project 
commissioned by the 

The purpose of an independent 
external audit is to provide assurance 
– ‘a positive declaration intended to 
give confidence’ – to the shareholders, 
investors, asset managers and other 
stakeholders who use financial 
statements. The global financial 
crisis, along with a series of corporate 
scandals, has diminished stakeholder 
confidence in the assurance provided 
by the external audit. 

This has exacerbated the enduring 
‘expectation gap’ between the reality 
of  the actual level of  assurance 
provided by an independent external 
audit and the levels of  assurance that 
stakeholders expect.

International Standard on 
Auditing (UK and Ireland) 200
Some stakeholders expect an absolute 
level of  assurance that financial 
statements are free from all material 
misstatement and fraud. The actual 
level of  assurance provided is 
directed by the International 
Standard on Auditing (UK 
and Ireland) 200, (ISA 
200). ISA 200 deals with 
an independent auditor’s 
overall responsibilities when 
conducting an audit of  financial 
statements. In accordance with 
ISA 200, the auditor is to obtain 
‘reasonable assurance’ about 
whether the financial statements 
taken as a whole are free from 
material misstatement, which 
may arise due to fraud or error. 
This enables the auditor to 
express an opinion in the audit 
report, on whether the financial 
statements give a ‘true and fair 
view’, in accordance with 
the applicable financial 
reporting framework. 
Reasonable assurance, 
although a high level 
of  assurance, is not a 
guarantee nor is it an 
absolute level of  assurance 
that the financial statements 
are correct. 

▌▌▌ The audiT profession is being 
chaLLenged To evoLve whiLe opporTuniTies 
are arising To adapT The range of 
assurance service being offered

Financial Reporting Council (FRC) on 
‘improving confidence in the value 
of  the audit’ found that there was 
an overall lack of  communication 
between the audit profession and other 
stakeholders. This explains, to some 
degree, why the ‘expectation gap’ still 
remains and why there is a need for 
more public debate around the purpose 

of  the audit, allowing a more complete 
understanding from stakeholders.

The financial crisis, advances in 
technology and social media, and the 
increasing demand for more narrative 
reporting, such as integrated reporting, 
are driving a reassessment of  the 
future role of  the independent external 
audit and the assurance it provides. 
Investors and other stakeholders are 
demanding more transparency as 
well as informative reporting from the 
external audit. The audit profession 
is being challenged to evolve while 
opportunities are arising to adapt 
the range of  assurance service being 
offered. Regulatory bodies such as the 
International Auditing and Assurance 
Standards Board are responding to 
stakeholder demands with a number 
of  initiatives including impending 
changes to enhance the communicative 
value of  the auditor’s report and 
proposed enhancements to audit 
standards. These initiatives, together 
with more public debate and the recent 
finalisation of  EU audit reforms, aim 
to increase audit quality and to re-
establish stakeholder confidence in the 
assurance provided by the audit. ■

Clodagh Hegarty FCCA is lecturer in 
accounting at Ulster Business School, 
University of Ulster
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My current role is graduate trainee 
with Baker Tilly Mooney Moore. Most 
of my time is spent on audit work 
for a wide range of clients including 
charities, group companies and those 
in the education and public sectors.  
I also prepare accounts for sole 
traders, partnerships and limited 
companies and carry out regular 
bookkeeping for a number of  clients. 

At this early stage in my career I 
have already found many benefits to 
the ACCA Qualification. As a student 
it offers a lot of flexibility, as you 
can sit exams on two occasions 
during the year and over a 10-year 
period. With the ACCA Qualification 
recognised worldwide and working for 
a firm that is part of  a global network, 
there are exciting opportunities to take 
part in secondments around the world. 
I was also placed in the top five of  over 
23,000 students who sat the Business 
Analysis paper in 2013.

‘ONliNe traiNiNg is becOmiNg much mOre 
impOrtaNt fOr studeNts’ mairead hardy, 
acca studeNt, baker tilly mOONey mOOre 
graduate prOgramme, belfast

Things are developing quickly 
for students. Online training is 
becoming much more important. 
This is a real benefit as we can 
now access online tutorials at 
any time of the day. There is 
more flexibility as to when we sit 
exams and the number of  learning 
providers available has increased in 
recent years. 

Our client base is broad and there 
are always interesting developments.  
As trainees it gives us excellent 
experience of working with a range 
of sectors. Baker Tilly Mooney Moore 
merged last year with business 
recovery and insolvency specialists 
McClean and Co, which expanded the 
service lines the firm offers. 

As an ACCA ambassador I’m looking 
forward to meeting potential students 
and telling them about the benefits of 
studying with ACCA. I am also looking 
forward to sharing my own personal 
experience with ACCA.  

Time management is one of the 
most important things I have learnt. 
Combining studying with a busy 
work schedule means I have to be 
well organised and committed. 
Fortunately the firm is very 
supportive and I receive paid time 
off  from work to attend classes at 
the University of  Ulster. The current 
advances in ACCA online training have 
been very helpful. 

In my spare time I play football for my 
local club in the Down league, which 
we won last year. I also play netball for 
my local club in the Northern Ireland 
league. I run the Belfast Marathon 
every year as part of  the Baker Tilly 
Mooney Moore team relay, raising 
money for Marie Curie. ■

sNapshOt: 
What’s the pOiNt
CAO points for business and 
accountancy courses remain 
unchanged from last year:

* 265 to 380 for an 
accounting degree in 
private colleges

* 240 to 365 points to 
attend for an accounting or 
business degree at an IT

* 380 to 500 for a 
commerce degree from the 
universities.

Candidates’ results are 
determined by six subjects,  
with an additional 25 
points for students who 
achieve a minimum D3 in 
higher-level maths. 

Entry to a commerce 
degree in Trinity would require 
five higher-level B1s and a 
B3. University graduates 
often miss out on ACCA 
exemptions compared to IT 
graduates. IT courses are 
generally designed to give 
maximum ACCA exemptions, 
so graduates will have five 
ACCA exams to complete after 
finishing college. 

These could be done over 
two sittings – December 
and June – and completed in  
one year.University graduates 
usually have six ACCA 
subjects to study – however 
depending on the student, 
these can be attempted in two 
sittings over one year.  

Accounting had one of  
the highest rates of  students 
getting an A grade in the 
Leaving Cert this year.

the view from
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Criminal Justice Act 2013
Brendan Howard looks at the anti-money laundering compliance requirements under 
the new Criminal Justice Act, and how they will affect practising accountants

Anti-money laundering (AML) has 
become a big issue for practices. 
The new Criminal Justice Act and as 
yet, incomplete new directive have 
imposed a number of requirements 
on practices. Compliance with 
these requirements will be closely 
monitored by compliance officers 
from all professional bodies to 
formally assess the AML risk for all 
clients, especially new ones. 

Clients can be divided into low and 
high risk. Low-risk clients are existing 
or long-standing clients in low-risk 
industries, while high risk are people 
with unfamiliar or foreign identification 
documents or politically exposed 
persons in high-risk industries. All 
clients must have customer due 
diligence (CDD) or client identification 
and they must be kept up to date and 
renewed every year.

Standard of  risk:

* Low-risk clients can justify their 
status with one address document 
(tax or bank correspondence is 
satisfactory).

* High risk will need a note of  why 
they are high risk and enhanced 
CDD, which will – at a minimum 
– be proof  of  address and photo 
identification. 

* Normal risk will need a justification 
for the risk profile and standard 
proof  of  address and photo 
identification.  
There are additional requirements 

in respect to record keeping, staff  
training, acting for ‘designated 
persons’ and, of  course, reporting but 

the main requirement is to comply 
with both the 2010 act and the 2013 
act. Practices would be advised to 
include some AML training for all staff  
on a regular basis.

Change of  provisions for 
existing bill
In January of  last year, the minister for 
justice published the Criminal Justice 
(Money Laundering and Terrorist 
Financing [Amendment]) Bill 2013. As 
it proceeded through the Houses of  the 
Oireachtas, the name of  the bill was 
changed to the Criminal Justice Bill 
2013. The minister included additional 
provisions unrelated to anti-AML, into 
the bill, dealing with the cessation of  
mobile communications services in 
response to serious threats.

The bill was signed into law in June 
2013 as the Criminal Justice Act 2013:

* Part 1 contains title, citation and 
commencement.

* Part 2 contains amendments to the 
2010 legislation.

* Part 3 deals with the cessation of  
mobile communications service in 
response to serious threat.
Firms should note that the correct 

AML legislative reference going 
forward is the Criminal Justice (Money 
Laundering and Terrorist Financing) 
Acts 2010 and 2013 and that is the 
reference that should be incorporated 
into engagement letters.

It had been our intention to do a full 
rewrite of  the Mercia Ireland Money 
Laundering Compliance Manual after 
consultative committee of  accounting 

bodies in Ireland (CCABI) issued 
revised guidance on the legislation, 
but no further guidance has been 
issued to date. The following is a brief  
summary of  the Criminal Justice Act 
2013 – in no way is it to be seen as a 
legal interpretation and firms should 
obtain their own legal opinion if  the 
need arises.

The act amends the definition 
of  ‘occasional transaction’ and 
introduces lower limits in respect of  
private members gaming clubs and 
wire transfers. It also states that the 
CDD obligation will be triggered in 
all other cases once the €15,000 
threshold is achieved, rather than 
exceeded.

The circumstances in which 
an obligation to apply CDD arises 
have been amended – rather than 
requiring that a designated person 
has ‘reasonable grounds to believe 
that there is a real risk’ that the 
customer is involved in, or the service, 
transaction or product is for the 
purpose of, money laundering or 
terrorist financing, that person must 
have ‘reasonable grounds to suspect’ 
an involvement or purpose.

Differences between 2010  
and 2013 acts
Under the 2010 act, a designated 
person could apply simplified CDD 
if  the customer or product was a 
‘specified customer’ or ‘specified 
product’. The 2013 act amends this 
requirement to make it clearer that the 
designated person must take ‘such 
measures as are necessary to establish’ 
whether the exemption applies.

The 2010 act required that 
enhanced CDD be conducted where 
a customer was a politically exposed 
person (PEP). As amended by the 
2013 act, the 2010 act now requires 
that enhanced CDD also be carried 
out where an existing customer 
becomes a PEP. Furthermore, the 
business relationship with a PEP must 

▌▌▌The 2013 ACT Amends The reCord-
keeping provisions under The 2010 ACT  
To Allow for reCords To be sTored 
ouTside irelAnd
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now be continuously monitored.
The 2010 act provided that, where 

a designated person believed there to 
be a higher risk of  money laundering 
or terrorist financing, it was allowed to 
apply additional CDD to a customer or 
a beneficial owner. The 2013 act now 
makes this mandatory.

The 2013 act expands the matters 
that must be included in a designated 
person’s policies and procedures to 
detect and prevent money laundering 
and terrorist financing, including 
measures taken to keep documents 
and information up to date, details 
of  enhanced CDD measures and the 
circumstances in which they are to 
be taken, steps to be taken to prevent 
the risk of  money laundering or 
terrorist financing, which may arise 
from technological developments 
such as the use of  new products and 
new practices, and the manner in 
which related services are delivered. 
Designated persons are now also 
required to review and update their 
existing policies and procedures.

The 2013 act amends the record-
keeping provisions under the 2010 
act to allow for records to be stored 
outside Ireland and provides that 
the records are to be kept outside 
the state, the designated person 
must ensure that the records can be 
produced in the state at the request 
of  certain persons, including a 
member of  the Garda Síochána.

The 2013 act enables a state 
competent authority, such as the 
Central Bank of  Ireland or the 
Minister, to issue written directions 

to designated persons 
to take specific 
actions or 
establish 
specific 
processes or 
procedures 
that are 
reasonably 
necessary for 
the purposes 
of  complying 
with the act, 
including 
discontinuing 
or refraining 
from engaging 
in conduct 
that, in the 
opinion of  the 
competent authority, 
would constitute a 
breach.

Cessation of  mobile 
communications service
Part 3 of  the act deals with the 
minister’s powers in regard to the 
cessation of  mobile communications 
service in response to serious threat.

AML legislation will be in a state 
of  regular change. Already the 
fourth EU AML directive is almost 
concluded and further legislative 
change will follow. Many accounting 
firms have concluded that the 
Criminal Justice Act 2013 does not 
significantly change their existing 
AML responsibilities, but that may 
not be the case for your firm. It is 
recommended that firms review the 

services 
it offers in 
the light of  the changed 
legislation. In the meantime, 
ensure your AML references are 
changed where appropriate to the – 
Criminal Justice (Money Laundering 
and Terrorist Financing) Acts 2010 
and 2013 and that you document why 
a client is either low, medium or high 
risk for AML. ■

Brendan Howard is director at Mercia 
Ireland and Mercia NI
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BANK LENDING

THE SURVEY
UHY is a network of  independent audit, accounting, tax and consulting firms with offices in more than 275 major business 
centres in 87 countries. For more details on the survey, visit http://tinyurl.com/pojequw

CREDIT CRUNCH LINGERS
Bank lending to the private sector 
in the G7 group of  economies has 
stagnated in the last year, increasing 
by just 0.1% in real terms, according 
to UHY, the international network. It 
warns that the figures show that for 
small businesses in particular, the 
credit crunch lingers on.

INFLATION KOs INCREASE
In the UK and US, modest expansions 
in lending have been wiped out by 
inflation. Over the four years since 
the depths of  the recession, the 
volume of  bank lending to the private 
sector in the US has declined by 
4.74% in absolute terms, and in 
the UK by 0.58%.

BRICs SOAR
Many major emerging economies 
have seen lending continue to soar, 
with the so-called BRIC nations (Brazil, 
Russia, India, China) leading the 
way. Brazil has seen bank lending 
to the private sector jump 115% 
since 2009, and lending in China 
has risen 112%.
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Value added
Sir David Tweedie, former chairman of the IASB, explains why he’s turned his attention  
to International Valuation Standards rather than concentrating on his model railway

And my reaction was, we’re accountants; we just report  
the values.’

To Tweedie’s horror, it turned out nobody was doing the 
values. ‘I just assumed there was a professional somewhere 
doing this sort of  thing, but there wasn’t.’ And there began 
the path of  the former chairman of  the International 
Accounting Standards Board (IASB) to what is his current 
role at the IVSC.

Starting life in 1981 as the International Assets Valuation 
Standards Committee, it changed its name to IVSC in 
1994. By 2007 it had grown from a membership of  20 
organisations to more than 50. It currently has 78 members 
in 57 countries and comprises three boards: a board of  
trustees, a standards board and a professional board.

‘I 
have never felt such fear in the room,’ says Sir 
David Tweedie, explaining how he has come to his 
new role as chair of the board of trustees of the 
International Valuation Standards Council (IVSC). 

He is describing a meeting of the Financial Stability Forum 
(now Board) – comprising national finance ministers, 
central bankers and international financial bodies – a few 
weeks following the collapse of Lehman Brothers during 
the financial crisis.

‘You could just feel the tension; there was a genuine fear 
the whole capitalist system could come crashing down.’ At 
the heart of  the matter was measuring financial derivatives 
and the fair-value question. ‘I remember the FSF turning  
to me and saying, “what are you going to do about it?”  
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As demand for valuation standards grew, the IVSC 
underwent a radical restructuring in 2008. Tweedie was 
invited by his predecessor Michel Prada to speak at the 
launch. ‘Little did I realise how close my collaboration with 
the IVSC would be,’ he wrote in the 2012-13 annual report.
Approached by Prada a few months after he left the IASB, 
Tweedie agreed to take on the mantle as chair of  the trustees.

Anyone familiar with how the IASB evolved will recognise 
the model of  the IVSC. Like the IASB’s predecessor, the 
International Accounting Standards Committee – which 
had no means of  compelling the use of  International 
Accounting Standards until the European Union came 
along and said everyone in Europe had to use them for 
consolidated accounts – one of  the main objectives for the 
IVSC is to encourage the regulators to demand the use of  
International Valuations Standards (IVSs) in asset valuations 
for prudential purposes and in accounts.

Tweedie outlines three key imperatives: more rigour round 
the valuation of  financial instruments and agreement on the 
best valuations standards; gain compliance and go for full 
adoption later; and third, identify the key valuation bodies 
across the world and separate them from the ‘cowboys’.

Unlike the accounting profession, which has recognisable 
qualifications, associations and institutes across the 
world, this is not currently the case for the valuation 
industry. ‘Within the US there are a number of  professional 
organisations with members who provide valuation services. 
Each has its own requirements for membership and 
credentials,’ says Tweedie. 

So the IVSC is looking to the model of  the accounting 
profession and is supporting the creation of  a strong 
professional infrastructure around valuation, promoting 
among the leading valuation institutes global entry 
requirements, exams, a code of  ethics, continuing 
professional development and disciplinary processes.

While valuation standards in real estate are more mature, 
Tweedie reiterates his concern over financial instruments. 
‘There’s a lacuna in the regulatory system: you have 
prudential regulators, which are saying, “This is what you 
have to do”; you have the accounts, so people can judge the 
markets. But in the middle is the bit that affects both of  
them, and that’s valuation.’

‘If  we aren’t valuing financial instruments accurately, you 
have spurious profit-and-loss accounts and balance sheets. 
And anecdotally there are big differences. You’re never going 
to get everyone within three decimal places, but what we 
need to do is get that range narrowed to within the bounds 
of  acceptability, because the evidence I’ve seen indicates 
that some of  this could move net worth by 3%. Some banks’ 
equity isn’t much more than that!’

The IVSC has signed a memorandum of  understanding 
with the International Federation of  Accountants (IFAC). 
IFAC’s International Auditing and Assurance Standards 
Board sets international standards for auditors and accurate 
valuations are crucial to make the right call on a company’s 
accounts. ‘The auditor is at risk; sometimes I think they 
don’t know how much at risk. If  a company blows, it’s going 
to affect the auditor; it’s going to affect the banks, and it’s 
going to affect the regulators. Lehmans blew because of  
the valuations. It even had trading desks trading the same 
instruments at totally different prices; it was unbelievable.’

Making eye contact
Tweedie is bringing to bear lessons learnt as chairman of  
the IASB for 10 years. Apart from the IVSC structure itself  
reflecting the IASB model, he says that as when developing 
International Financial Reporting Standards (IFRS), ‘if  Australia 
has got the best rule, we should all do it. The other thing is 
seeing people…looking into their eyes and seeing what they’re 
like.’ He likens it to speaking to industrialists: ‘When they’ve 
got a purple face and knotted veins, you know they don’t like 
what you’re doing; it’s better than a letter or phone call.’ That, 
of  course, takes a long time in the early days; Tweedie has lost 
count of  the number of  countries he’s visited since January 
2014 – all on a nominal one day a week.

But he rules out an equivalent of  the old IASB’s 
interpretations committee. And as for the US’s Emerging Issues 
Task Force (‘I didn’t even understand the title of  the issues, 
never mind the accounting.’) ‘Two things you want to avoid,’ he 
says, are ‘interpretations and specific standards for industries.’

But one bugbear he doesn’t anticipate is non-acceptance 
of  global International Valuation Standards by the US. ‘The 
Americans are pretty cooperative on valuation,’ he says. 
Which of  course provokes a comment on the country’s 
surprising failure to converge its accounting standards with 
IFRS, as was always expected during Tweedie’s tenure at the 
IASB. ‘I was quite amazed that we haven’t got convergence,’ 
he says, ‘but they’ll come in, they’ll come in’. ■

Lesley Bolton, international editor

Sir David Tweedie qualified as 
a professional accountant in 

1972. In 1990 he moved from 
national technical partner at KPMG 

to be the first full-time chairman of 
the UK Accounting Standards Board. 

In 2001 he became the first chairman 
of the IASB. By the time he completed 
his tenure the number of countries 
using IFRS rose from a handful to more 
than 120. He is a fellow of the Judge 
Business School at Cambridge University 
and a visiting professor of accounting 
in the Management School at Edinburgh 
University. He chairs the UK’s Royal 
Household Audit Committee for the 
Sovereign Grant.
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Taking sTock of 
susTainabiliTy
Africa’s stock exchanges have a vital role to play in helping listed companies get to grips 
with reporting on environmental, social and governance issues 

But what about the rest of  Africa and in particular sub-
Saharan Africa? Stock exchanges in other countries are not 
as far along their ESG reporting journey as the JSE, but 
some have taken their first steps.

‘There is clearly a lot of  interest in sustainability reporting 
in sub-Saharan Africa,’ says Rachel Jackson, head of  

W
hen attention turns to sustainability reporting and 
stock exchange requirements, the Johannesburg 
Stock Exchange (JSE) will be guaranteed to 
feature. Not just a beacon in Africa, the JSE is a 

world-leading stock exchange when it comes to the promotion 
of reporting on environmental, social and governance (ESG) 
matters. Sustainability reporting first entered the corporate 
governance code for listed companies in 2002, and since 
2010 the JSE has required them to produce, on a ‘comply-or-
explain’ basis, integrated reports that include sustainability 
and governance information.

▲ leading by example
The Zimbabwe Stock Exchange is at the forefront of the drive 
among African countries to encourage listed companies to 
take on board sustainability reporting 
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sustainability at ACCA. ‘There is also evidence of  considerable 
intent to take some form of  action to encourage or require 
listed companies to provide information on sustainability 
issues. It is important to keep the spotlight turned on 
developments across the region, and not just focus on 
South Africa, which for a long time has been a leader in the 
governance and sustainability reporting field.’

Strong intent
As noted in a new ACCA report, Sustainability reporting: stock 
exchanges and listed companies in sub-Saharan Africa, four 
countries in particular are showing strong intent in relation 
to encouraging or requiring sustainability reporting by listed 
companies: Nigeria, Ghana, Zimbabwe and Mauritius.

In October 2013 the Nigerian Stock Exchange (NSE), 
Africa’s second largest after the JSE, joined the United 
Nations-backed Sustainable Stock Exchanges Initiative, 
which is exploring how exchanges can work with investors, 
regulators and companies to enhance corporate 

transparency – and ultimately performance – on ESG issues. 
The NSE has not yet introduced any voluntary guidelines 
or mandatory requirements, but it does provide support on 
corporate governance issues.

There are also early signs of  ESG reporting activity in 
Ghana, one of  West Africa’s top-performing economies, 
with large listed companies operating in a variety of  sectors 
such as energy, mining, telecoms, pharmaceuticals and 
professional services. The Ghana Stock Exchange (GSE) 
sees sustainability reporting as a means of  ensuring that 
the country remains a leading and competitive economy, 
and initiated plans to develop a framework in June 2013. 
Alongside this, the GSE and ACCA are planning to run a 
series of  training programmes for CFOs of  listed companies.

Progress is more advanced in Zimbabwe, where the 
Zimbabwe Stock Exchange (ZSE) began consulting with 
stakeholders in November 2013. It proposes amending 
listing requirements to include a requirement to report 
on ESG practices and performance, encouraging listed 
companies to apply the reporting framework developed by 
the Global Reporting Initiative (GRI), which provides metrics 
and methods for measuring and reporting sustainability-
related impacts and performance. It is not clear when such 
requirements could come into force, but there does seem 
to be momentum behind the initiative. The Zimbabwean 
government has recognised the benefits of  greater corporate 
transparency in attracting foreign investment, citing the JSE 
as a good example to follow. 

‘Mandatory sustainability reporting in upcoming new 
listing requirements has the potential to attract foreign 
investors, improve corporate behaviour and improve 
sustainable business practices towards a sustainable 
stock exchange,’ says Rodney Ndamba ACCA, CEO of  the 
Institute for Sustainability Africa; he is also a member of  
ACCA’s Global Forum on Sustainability, a stakeholder council 
member (Africa) at the GRI and a member of  the ZSE’s 
listings sub-committee. ‘So far, the number of  companies 
considering sustainability reporting on a voluntary basis is 
rising. Some have already registered sustainability reports 
with the GRI database.’  

Ndamba sees the potential for stock exchanges to play 
a key role across the African continent. ‘In Africa, stock 
exchanges have great potential to drive sustainability 
reporting by ensuring that it is part of  exchange 
requirements and the reports are assured,’ he says. ‘Capital 
markets regulators, governments and investors could drive 
action to require ESG reporting.’

There are also interesting 
developments at the Stock Exchange 
of  Mauritius (SEM), which is working to 
create a sustainability index, drawing 
on the GRI’s reporting framework. 
The SEM has also joined with Impact 
Exchange Asia (IIX) to launch the Impact 
Exchange trading platform focused on 

connecting social enterprises with investors. It operates under 
SEM’s regulatory framework, with IIX providing oversight of  
the environmental and social requirements and obligations of  
companies listing on the platform.

‘Catalyst’
Interest in sustainability reporting also exists elsewhere 
in sub-Saharan Africa. Kenya is conducting a review of  its 
corporate governance regime, involving the country’s Capital 
Markets Authority. ‘One of  the likely recommendations 
will be proposals on the timetable and transition process 
towards the adoption of  sustainability reporting in the 
country,’ says Paul Muthaura, the authority’s acting CEO. 

There is also willingness for exchanges to promote 
sustainability reporting. ‘The exchange can act as a catalyst 
in the development of  guidelines on sustainability reporting,’ 
says John Robson Kamanga, COO of  the Malawi Stock 
Exchange. ‘This could be done if  the exchange can be availed 
with the knowledge on sustainability reporting. The exchange 
can also act as trainer and promoter of  the ideals.’ 

It seems likely that pressure for more sustainability 
reporting in Africa will rise; indeed, says Ndamba, it 
‘is increasingly becoming an instrument for investment 
appraisal and risk assessment by investors seeking 
safe investment options in Africa. The rising influence 
of  stakeholders demanding sustainability information, 
particularly communities, civil society and governments, is 
driving sustainability reporting.’ »

▌▌▌‘The exchange can acT as a caTalysT 
in The developmenT of guidelines on 
susTainabiliTy reporTing’
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reporting of  sustainability issues. 
‘There is no reason why stock 
exchanges in Africa shouldn’t be 
moving ahead with sustainability 
reporting,’ says Jackson. ‘They have 
the opportunity to take leading roles 
in developing reporting practice and 

derive long-term benefits for their economies. If  companies 
are required to measure and manage their environmental 
and social impacts and report on their governance 
procedures, this should support their long-term stability. 
The stock exchanges on which they are listed then become 
less volatile, which attracts investors. The result is a positive 
cycle of  business development and investment.’ ■

Sarah Perrin, journalist

That many exchanges in sub-Saharan Africa are relatively 
new by international standards need not be a barrier. ‘A stock 
exchange need not be well established to have sustainability 
reporting within its listing requirements,’ says Tom Kimaru, 
manager, compliance, at the Nairobi Stock Exchange. ‘This is 
a global trend and therefore should enable investors globally 
to make prudent judgments through such comparisons. In 
this regard, any opportunity to have sustainability reporting in 
the listing requirements is highly encouraged.’

It is important to maintain and spread the momentum 
that now exists in sub-Saharan Africa behind corporate 

▌▌▌‘If companIes are requIred to report 
on theIr governance procedures, thIs 
should support theIr long-term stabIlIty’

▲ future-facing 
A Maasai man in Kenya stands in front of solar panels. The 
country is reviewing its corporate governance regime

For more inFormation:

Stock exchanges in sub-Saharan Africa: capturing 
intent towards ESG requirements is available at  

www.accaglobal.com/ab108
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Dynamic Duo
Successful executive teams are often marked by a healthy tension between  
the CEO and CFO built on mutual respect, explains Jason Karaian

B
y its nature, finance is a technical field 
with obscure jargon understood almost 
exclusively by its practitioners. When CFOs 
interact with their teams, they are free to 

employ this arcane language. But to fulfil their 
crucial role as business partners outside the finance 
function, they need a different approach. According to 
Lawrence Litowitz of SCA Group, a recruitment firm: 
‘You have to be able to put yourself in someone 
else’s shoes to see what they need. They 
don’t tell you what they need, and they don’t 
necessarily know what you can give them.’

Like any good leader, CFOs are most effective 
when they adapt their knowledge and influence to 
suit the audience. And the CFO’s most important 
relationship, without question, is with the CEO. 

In a 2010 survey of  Fortune 500 CFOs with 
tenures of  more than six years by the Korn/Ferry 
Institute, building a trusted partnership with the 
CEO was cited as a first-time CFO’s most critical 
factor for success. This surpassed an operational 
understanding of  the business, dealing with 
investors and all the other responsibilities that 
come when making the step up to finance chief.

More often than not, the top executive duo is 
defined by their complementary skillsets. If  the CEO 
is the heart of  a company, the CFO is its head. The 
chief  executive provides the passion, the CFO the 
pragmatism. Less happily, the CFO is sometimes 
cast in the role of  goon in a good-cop/bad-
cop gambit, charged with cutting costs while 
the CEO extols exciting plans for growth. 
Whatever the nature of  the partnership, it 
is crucial for the CFO to forge a productive 
relationship with the CEO.

In a survey of  CEOs and CFOs, 
professors at Duke University 
identified noteworthy differences 
in the way the executives made 
capital-spending decisions. Both 
CEOs and CFOs gave the net 
present value and timing of  
cashflows similar scores 
in terms of  their 
importance. » 
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Outside these orthodox measures, however, the other reasons 
for allocating resources receive significantly different emphasis. 
CEOs are much more likely to cite ‘gut feel’ as an important 
consideration; CFOs are more likely to factor in the previous 
return of  a similar project. CEOs also tend to weigh the 
proposing manager’s reputation more highly when allocating 
capital; perhaps because of  this, CFOs cite ‘corporate politics’ 
more often than CEOs as a determinant of  spending decisions.

The yin-and-yang nature of  the CEO-CFO relationship works 
best when there is mutual regard for the other’s position. 
In practice, this puts the onus on CFOs to establish their 
independence. ‘You need to have enough stature and respect 
from the chief  executive that you can say “no”,’ asserts Peter 
Harris, who has served as finance chief  at a number of  media 
and marketing firms in the UK. ‘It’s not blind allegiance.’

Indeed, given the CFO’s fiduciary duties, blind allegiance 

CULTURE CLASH
In a speech to members of the Financial Executives Institute in 1963, 
William Cary, then chairman of the US securities regulator, urged 

CFOs to resist pressure from CEOs to engage in accounting ‘chicanery’ 
to flatter earnings. ‘In some cases you may say you cannot control your 
chief executive officer – a “salesman at heart”,’ he said.

The differences in personalities between CFOs and CEOs have 
long been observed. A trio of  professors at Duke University set out 

to measure this empirically, giving psychometric tests to around 
2,500 CFOs and CEOs. They found that, yes, CEOs are more 
optimistic than CFOs. In fact, they are more optimistic than just 
about everyone; 80% of  the CEO sample was classified as ‘very 
optimistic’, which the academics note is ‘well above the mean 
in the psychology literature norms’. 

CFOs are not the gloomy bunch they are sometimes typecast 
as – 65% are classified as very optimistic – but they are not 
nearly as cheerful as their bosses. (The results, published in 
the Journal of Financial Economics in 2013, also showed that US 
executives tend towards higher optimism than their European 
counterparts, regardless of  the position they hold.)

Similar results are evident in other studies, such as one by 
Deloitte that sought to categorise CFOs and CEOs into one of  
four personality types: driver, guardian, integrator and pioneer. 
The most common CFO-CEO combination is a driver CFO 
and pioneer CEO. Drivers are characterised as analytical, 
logical and pragmatic, while pioneers are adventurous, 
creative and spontaneous.

According to the Duke researchers, higher CEO optimism is 
linked with more short-term debt and acquisition activity. This 

makes it important for the CFO to act as a balance to hard-charging 
chief  executives, which indeed appears to be the case according to 
Deloitte’s observations. Just over half  of  finance chiefs are classified 
as drivers, a ‘decisive, direct, tough-minded’ character that translates a 
CEO’s vision into a practical reality, without compromising their ethics 
if  the boss asks them to get ‘creative’ in the wrong sort of  way.
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For more inFormation:

This article is an extract from Jason Karaian’s book The 
Chief  Financial Officer – What CFOs do, the influence 

they have and why it matters, published by Profile 
Books and The Economist

can lead to trouble. In a 2011 academic study of  more than 
70 US companies caught manipulating their accounts, one of  
the biggest differences between firms that cooked the books 
and those that did not was the size of  share-price-linked 
bonuses awarded to CEOs. The incentive packages for CFOs at 
manipulating and non-manipulating companies were similar 
enough to fail the tests for statistical significance. As a result, 
the researchers concluded that ‘CFOs are involved in material 
accounting manipulations because they succumb to pressure 
from CEOs, rather than because they seek immediate personal 
financial benefit from their equity incentives’.

Higher turnover of  CFOs ahead of  the discovery of  
accounting manipulations also suggests that standing up  
to a CEO often costs finance chiefs their jobs.

Disagreements over strategy, rather than outright illegality, 
are much more common between CFOs and CEOs. At most 
companies, these disputes take place behind closed doors, 
with the top two executives presenting a united front in public. 
Michael Clarke, finance chief  at ADAS, a UK environmental 
consultancy, describes his approach with the CEOs he has 
worked for over a long career at listed and private companies, 
large and small: ‘If  there were any issues where we disagreed 
with each other, we disagreed outside board meetings. I 
remember the feedback from one director was, “I wish they 
wouldn’t look as though they had pre-prepared everything 
prior to the meeting or would argue from time to time.” What 
the directors didn’t see was the arguing.’

Of  course, the CFO’s subordinate position to the CEO can 
make these arguments a somewhat delicate affair. But the 
growing power and influence of  CFOs gives them a lot more 
leverage in these discussions than before. 

Still, open clashes between the CFO and CEO are rare, 
and almost always end badly for the finance chief. Joe 
Kaeser was one of  the few to buck this trend in July 2013. 
A 33-year veteran at Siemens, a German conglomerate, the 
CFO of  six years saw his counterpart in the executive suite, 
CEO Peter Löscher, ousted after a series of  quarterly profit 
shortfalls and missed revenue targets. According to reports, 
the finance chief  was not necessarily a bystander.

Calm and stability
After Kaeser stepped up from CFO to CEO at Siemens, he 
emphasised the conservatism that one would expect from a 
former finance chief, asserting that ‘we have been trying to 
achieve too much too quickly’.

Adversity need not lead to the break-up of  CEO-CFO 
duos. Indeed, it can strengthen them, according to Jesper 
Brandgaard of  Novo Nordisk. He was appointed CFO in 
November 2000, the same time as the CEO, Lars Rebien 
Sørensen. A formative moment in their relationship came 
18 months later, when a profit warning knocked 50% off  the 
company’s share price. ‘We had to revise our plans and face 
the music,’ Brandgaard recalls. 

The CFO’s ability to handle the tricky task of  crafting a 
communications plan to placate irate investors put him in 

the CEO’s good graces: ‘It was at one of  those meetings 
when Lars realised that I was able to express myself  
clearly in ways that created reasonable expectations. 
That was a significant change in the way we worked. We 
have both characterised that profit warning as a blessing 
in disguise. We learned that we had complementary 
competencies.’

In the 13 years since Brandgaard and Sørensen took 
over as CFO and CEO, Novo Nordisk’s share price has 
risen more than sevenfold. 

Other side of  the table
Another perspective on the CFO-CEO relationship comes 
from executives who have served in both positions. Before 
joining Prudential, Jackie Hunt served as finance chief  at 
Standard Life and Aviva under CEOs with previous CFO 
experience. Having sat on the other side of  the table, 
these chief  executives appreciated a CFO who stood up to 
them, she says. ‘They don’t take it personally.’

Before Jim Buckle became CFO at Wiggle, a UK-based 
online sports-goods retailer, he was managing director at 
LoveFilm, a DVD-by-mail and video-on-demand provider 
acquired by Amazon in 2011. In making the step up from 
CFO to CEO shortly after the takeover, he questioned 
the necessity of  a bona fide CFO, given that the firm, by 
becoming a division in a much larger group, would cede 
many financial responsibilities to its new parent company. 
Instead, he could rely on his financial acumen and the 
existing accounting and financial analysis specialists who 
were part of  his team when he was CFO. 

Or so he thought: ‘What I discovered is that the CFO 
is hugely valuable. Running a business can be a lonely 
place, and the CFO performs a really important function 
by being the person that the CEO can bounce ideas off  
and be challenged by. You need people who will tell you 
how it is, but not in a destructive way.’

Some healthy tension between the CFO and CEO is 
acceptable, even encouraged. But once decisions are 
made, whether a finance chief’s input is accepted or 
not, the CFO needs to support the CEO and make sure 
actions are implemented in a financially prudent way. If  
a CFO cannot accept the CEO’s direction, the alternatives 
are resignation or a high-stakes gamble on persuading 
the board to side against the chief  executive. ■

Jason Karaian is senior europe correspondent for 
Quartz. His writing has appeared in the economist, 
among other magazines

43relationships | insight

accounting and Business



FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

TALENT DOCTOR: FEEDBACK 
To what extent do you have an accurate view of your 
strengths and weaknesses?  Let’s take just one skill as 
an example. How good do you believe yourself to be at 
logical reasoning?

Here’s an example question: ‘Everyone who is kind 
is compassionate, and someone who has experienced 
love is always kind. Alison is compassionate, so she has 
experienced love. True or false?’

That’s an easy example. But have a guess now at how 
strong you are at logical reasoning compared with your 
peer group of  similarly educated people. If  you had to 
allocate yourself  to a percentile in terms of  performance, 
which percentile would it be?

Cornell University scientists Justin Kruger and 
David Dunning did this precise experiment. They asked 
volunteers to take a 20-item logical reasoning test and 
asked them to estimate how their performance would 
compare against their peers.

Their first finding: participants on average placed 
themselves at the 66th percentile. In other words, 
nearly everyone thought they were better than average, 
which simply cannot be true mathematically. Even more 
frighteningly, they found that the weakest participants 
(who on average scored at the 12th percentile) 
believed they had scored at the 68th percentile. These 
participants had massively overestimated their abilities.

A 2014 paper by psychologists Ethan Zell and 
Zlatan Krizan reviewed the evidence that people have 
insight into their abilities by looking at hundreds of  
studies that had looked at objective performance versus 
self-evaluated performance. The researchers looked 
at domains such as academic ability, language skill, 
sporting prowess and many different measures of  
work performance. Their conclusion: ‘People have only 
moderate insight into their abilities.’

Clearly, it’s difficult to make good career decisions 
without accurate information about what we do well 
or badly. If  we overestimate our skills, we risk making 
foolish mistakes, but underestimating skills carries 
costs, too. We could work on skills that don’t need 
development and neglect more major failings that 
could make a greater difference to our work.

Today when I run leadership development 
programmes and coach executives, I encourage them to 
seek frequent, candid feedback from the people around 
them. I ask them to speak to colleagues at varying levels 
within the organisation, as well as from customers and 
other stakeholders. Asking for feedback is not always 
easy. People may be reluctant to tell you the truth unless 

you can persuade them that you are serious about 
listening to what they have to say. They must also believe 
that there will be no repercussions for them.

Encourage everyone to tell you what you do both well 
and not so well. And when they do criticise you, take 
notes so that you can reflect on it later. Then simply 
thank them for their honesty. Don’t try to explain or 
justify your actions or past behaviour.

Seek feedback and you will learn how best to invest 
your efforts in developing yourself. Do it often. ■

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

Career boost
Getting feedback on what you do well and not so well is vital for fi ne-tuning your 
performance, advises talent doctor Rob Yeung. Plus how to balance your work schedule
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THE PERFECT: WORK SCHEDULE
On a day much like any other in June, 30 million 
workers in the UK woke up to a brave new world. The 
government had allowed new rights around flexible 
working, meaning employees are legally entitled to 
request flexible hours from their employers. People can 
ask for part-time, compressed hours, staggered hours, 
annualised hours, to work from home, to job-share or 
phased retirement. And it’s not just in the UK: more 
employees globally are benefiting from corporate 
flexibility, with firms offering working options to suit 
modern lifestyles and families. It makes sense too; a 
rigid 9-5 schedule doesn’t suit everyone and can be 
derivative of underperformance, nor does a lack of 
flexibility help those with childcare responsibilities. As 
long as business is not affected, duties are performed 
and employer expectations are met, where’s the harm 
in someone making work, work for them a little? Well 
it’s not always straightforward – employers will need to 
manage employee requests and find ways to monitor 
workflow, while employees will need to make sure they 
can adapt and actually deliver under a new routine.

GOOD NEWS FOR JOB GROWTH
Research from recruiter Robert Walters points to genuine economic recovery driving 
optimism in job markets. The number of job ads posted in Asia continued to rise as a 
result of a more positive economic environment. Advertising increased by 28% quarter-
on-quarter in Q2 2014, indicating a more active employment market. There was a 
notable demand for accounting and finance professionals, largely due to the continued 
entrance and expansion of shared services centres (SSCs) across Asia.

The growth of  SSCs in China continued to drive advertising, with accounting and 
finance roles rising 44%. ‘The number of  job ads grew annually by 29% and quarterly 
by 15%,’ says Arthur Wang, managing director of  Robert Walters China. ‘This increase 
was largely due to the expansion of  retail and luxury brands in second-tier cities as well 
as the continued growth of  SSCs across China. As a result, there was particularly strong 
demand in retail services, sales, IT, HR, accounting and finance sectors.

‘The beginnings of  the recovery in the US and UK had a positive knock-on effect 
on the Hong Kong job market, with advertisement volumes increasing 6% year-on-
year compared to 2013. The introduction of  new compliance rules and regulations 
worldwide has led to more opportunities in the areas of  legal and compliance, as well 
as accounting and finance – 29% quarter-on-quarter growth.’

candidate from consideration 
if  they were deemed to be 
somebody who changed roles 
too frequently. However, this 
figure was higher among 
respondents from small 
businesses, 93% of  whom 
said they would be reluctant 
to hire a job hopper.

NOT JUST LINKEDIN
A report by recruitment 
software provider Bullhorn 

VARIETY NOT THE SPICE 
OF LIFE
Those who frequently switch 
jobs could face difficulties 
finding a new role, with many 
business leaders saying they 
wouldn’t consider candidates 
if  they felt they were a ‘job 
hopper’. Robert Half  surveyed 
200 CFOs from companies 
across the UK. The majority 
of  respondents (88%) 
said they would remove a 

has shed light on social 
recruitment trends around 
the world. While LinkedIn is 
still the most popular social 
network for recruitment 
globally, recruiters and 
candidates are increasingly 
seeing potential in Facebook 
and Twitter. In the UK and 
Australia, Twitter has become 
2-2.5 times more popular 
than Facebook for job views 
and applications, while in the 

US, Facebook leads the way 
for job application growth. 
India is also growing fond 
of  Twitter as the platform’s 
popularity grows among 
the population. ■

This page is compiled and 
edited by Neil Johnson
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no one has thought very 
imaginatively about how 
to do it faster, better or 
differently – which leads us 
back to the ‘cunning plan’ of  
our first series of  articles. 
This would also be a reason 
why it didn’t – on its own –
fill the ‘strategic gap’.

Acquisitions may seem 
quick – but only if  you are 
skilled at integration. If  this 
goes sour it will take longer, 
and possibly fail. Generally, 
acquisitions also destroy 
value – principally as the 
seller has better information 
than the buyer.

Equally, alliances may 
seem an attractive third and 
middle way, but over time 
the agendas – business and 
personal – may shift and  
the co-operation at the  
start may crumble. So each 
needs to be evaluated as 
part of  the entire pool of  
corporate opportunities at 
the time.

Along with international 
development and 
acquisitions, alliances are 
a key area of corporate 
development on top of 
more conventional, organic 
development. An alliance 
is a formal or informal 
partnership between two 
or more organisations 
to achieve their common 
goals through co-operation, 
commitment and potentially 
the joint management of 
resources.

An alliance can thus take 
the form of  a co-operative 
understanding through 
to a joint agreement and 
then on to setting up an 
organisation, potentially 
a separate legal entity. 
Alliances can thus take the 
form almost of  ‘50 shades’, 
and this flexibility is both 
very attractive and common 
in today’s fluid markets.

In this article we look 
at the pros and cons of  
organic development 
versus acquisitions versus 
alliances. We then examine 
the different roles and kinds 
of  alliances that might be 
available, and also how to 
evaluate these.

Organic, acquisition  
or alliance?
The table above plots some 
of  the generic pros and 
cons of  these three avenues 
to corporate development. 
They appear to be equally 
balanced with little to 
choose between them. In 
reality, they will be very 
different. For instance, while 
‘organic’ may seem less 
attractive as it is slow, this 
is possibly because there 
are restricted investment 
resources, or because 

Different roles
Alliances may play a whole 
range of  roles – some 
more strategic than purely 
operational. Typically they 
can be targeted at:

* blending skills in a way 
otherwise not possible 
– thus generating a 
fresh capability and 
competitive advantage

* creating a new and 
distinctive product

* preparing to meet or 
create a new market 
opportunity

* knowledge transfer –  
open or covert – from  
your partners to you and 
vice versa

* funding and resourcing a 
new business

* pooling existing resources 
to meet demand more 
easily and with greater 
critical mass

* achieving lower costs 

* being able to charge a 
higher price and share 

that enhanced margin

* enabling the partners 
to have a common 
understanding that there 
will be ongoing mutual 
business to be shared 
between them – provided 
that the market is there 
and that the partners 
perform – giving stability 
for all (an ‘operational 
alliance’)

* the predatory acquisition 
of  another partner’s 
customer base, or 
learning sufficiently 
from them to be able to 
compete in that same 
market once the alliance 
has run its course

* once the venture has 
become well established, 
squeezing the other 
partners through price 
rises that they cannot 
resist as they have lower 
bargaining power.

These different objectives 
add value in different ways 

Managing alliances
In the fourth article in his series on international business, 
Tony Grundy explains how alliances can add real value

Organic

Acquisition

Alliance

Pros

*	Generally lower risk

*	Less demanding

*	Typically less complex

*	Fast to do deal

*	Often offers a bigger-value prize

*	Gives control

*	Lower risk than an	acquisition

*	Gives competences that you 
may lack

*	Low investment

Cons

*	Perceived to be slower

*	Demands more patience

*	Often inadequate to fill the 
‘strategic gap’

*	Integration can be hard and 
take longer

*	Is medium to high risk

*	Can be time-consuming  
and distracting

*	Less permanent, shorter life-
cycle

*	May dilute competence and 
cover up weaknesses

*	Can be hard to manage, 
especially with change

OrganIc, acquIsItIOn Or allIance?
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too rigid to optimise the 
industry value chain and 
collaborative opportunity 
exceeds competitive need; 
this is the most important 
test for alliance strategies. 
Where there is a value-
adding activity that cannot 
easily be optimised by 
a separate competitor, 
but may be able to be by 
more than one with highly 
complementary skills, 
then a strategic alliance 
opportunity exists.

In my own business 
(strategy consulting and 
executive development) I 
have never been successful 
in establishing an alliance 
with a larger strategy 
consultancy; there is 

too much overlap of  
competencies. But I’ve had 
two successful alliances 
with brand strategy experts 
and a board-level coaching 
company, which have been 
win-win.

In executive development 
as a regular supplier I 
have had both tactical 
and strategic alliances 
with training providers 
and also with business 
schools. The optimal 
economic model is for 
these companies to do 
the front-end marketing 
and provide venues etc, 
but where a full-time 
employment model is not 
economically desirable for 
them and where suppliers 
like myself  wouldn’t want 
that as it is constraining.

Another condition 
of  success is that there 
is sufficient symmetry 
of  interests. I was once 
involved as a startup partner 
in a turnaround company at 
the beginning of  the credit 
crunch. There were four 
of  us. After a few months 

one of  the partners was 
poached to be CEO of  
a company needing 
full-time turnaround, 
so we lost our ‘centre-

forward’. 
The three of  us limped 

on with me as the strategy 
man, a financial director-
type and a lawyer. I will 
confess that I didn’t go all-
out as I was unsure whether 
we would ever score and 
there was an imbalance of  
time being invested by the 
three of  us. 

Often an alliance’s fate 
will be determined by the 
equal commitment – or 
otherwise – of  the various 
partners.

Evaluating alliances 
Once again I would like 
to prescribe the strategic 
option grid as an excellent 
mechanism for evaluating 
alliances: here the five 
criteria (as explored in 
earlier articles) are:

* strategic attractiveness 
(of  the market 
opportunity, the alliance’s 
competitive position, and 
the structural and skills 
and bargaining power 
parity within the alliance)

* financial attractiveness

* implementation difficulty 
(setup, development 
adaptation and change, 
and possible dissolution)

* uncertainty and risk 
(short, medium and  
long-term)

* stakeholder acceptability 
(visualising possible 
changes over time over 
the evolution of  the 
alliance).

As far as financial 
attractiveness is concerned, 
this isn’t just about 
profitability or even net 
cashflows. You need to 
be mindful of  the impact 
on any exit value for your 
business. Alliances may 
not be what a new owner 
wants or will pay for. In that 
respect an alliance can be 
like putting a new kitchen 
in your house – a good part 
of  that cost will never be 
recovered on sale. 

So like any long-term 
relationship where you 
don’t actually get married, 
alliances can add value, but 
they have their pros and 
cons and need managing. ■ 

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

– through sales volumes, 
price, cost, leveraging 
investment or skills.

In short, there may be a 
huge array of  reasons for 
entering alliances, some 
of  which are potentially 
competitive if  not 
unsavoury, eg predatory 
behaviour or squeezing 
partners. For example, 
I touched on Rover and 
Honda in my last article – by 
1994 it was said that Honda 
had grown so big and strong 
in that partnership that it 
had Rover in a ‘financial 
bear-hug’. 

Types of  alliances
There are a number of  
different types of  alliances 
that we can characterise as:

* informal partnerships

* formal partnerships

* distributor relationships

* supplier agreements

* franchises

* joint ventures

* limited companies.
It is helpful at this point 
to distinguish between 
strategic and tactical 
alliances. I define a strategic 
alliance as an alliance 
opportunity which enables 
its value to last for at least a 
three-year time horizon.

A tactical alliance is an 
alliance opportunity which 
enables its value to be 
realised within what is likely 
to be no more than a three-
year time horizon.

I have chosen a three-
year time horizon because 
in most industries this is 
a foreseeable time period 
of  market conditions and 
it is usually within the 
competitive advantage 
period (CAP).

Alliances span a 
spectrum of  time horizons, 
styles of  organisation 
and management, and, 
potentially, legal forms too. 
Typically in more mature 
markets there comes a 
point where the established 
industry structure is 
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* forecasting in detail, at 
account code level and to 
the pound

* forecasting only to the 
end of  the current year 
– as if  the following year 
did not exist

* giving budget holders an 
annual entitlement; they 
do not know what the 
coming year holds, nor 
does anyone in finance

* setting monthly targets 
from the annual plan; this 
is best done just before 
the quarter starts.

Forecast at the 
right level
Forecast at a category level 
rather than at the account 
code level. 

Forecasts are rarely 
right, and forecasting at a 
detailed level does not lead 
to a better prediction of  the 
future. Looking at the detail 
does not help you see the 
future any better (see box); 
in fact, it tends to screen 
you from the obvious.

A forecast should 
concentrate on key drivers 
and large numbers, not a 
myriad of  figures gathered 
at account code level – 
‘signifying nothing’, as 
Shakespeare put it.

Just like a house, rolling 
planning should be built 
on solid foundations. I will 
consider these foundations 
over two articles, beginning 
with this one.

Embrace abandonment
Austrian-born management 
consultant Peter Drucker 
frequently used the 
word ‘abandonment’ in 
connection with business 
growth. What he said about 
abandonment is one of  his 
great gifts to the world: 
‘The first step in a growth 
policy is not to decide where 
and how to grow; it is to 
decide what to abandon. In 
order to grow, a business 
must have a systematic 
policy to get rid of  the 
outgrown, the obsolete and 
the unproductive.’

In planning, many 
processes are carried out, 
year-in and year-out, simply 
because they were done 
the previous year. To build 
solid planning foundations, 
you should challenge all 
the previous forecasting 
givens and throw out all the 
inefficient processes you 
find, including:

* forecasting in a 
spreadsheet

Getting ready for rolling planning
For effective rolling forecasts, you have to chop away the dead wood of assumptions, 
and deal with the big picture rather than the detail. David Parmenter explains all

For more InFormatIon:

www.davidparmenter.com

Think about it: do you 
need a target or budget at 
account code level to control 
costs? If  you have good 
trend analysis captured in a 
reporting tool you can easily 
identify costs that are out 
of  control. Therefore, you 
can apply the 10% rule and 

dispense with forecasting at 
account code level unless an 
account code is over 10% of  
total expenditure. ■

David Parmenter is a 
writer and presenter on 
measuring, monitoring and 
managing performance

Imagine that you have been asked to count the trees 
in 100 square miles of forest. You have two choices: 
the detailed way and the ‘helicopter’ way. 

For the detailed way, 70 staff  are split into 10 
teams, each of  which is assigned 10 square miles and 
given satnavs, spray paint, camping kit and provisions 
for three weeks. The teams update their count each 
night on a spreadsheet, and at the end, the counts 
are consolidated. However, some teams forget to load 
all their spreadsheets into the workbook, so the final 
count is wrong, although no one knows that. 

For the helicopter way, satellite imaging is used to 
select five sample areas, each a tenth of  a square mile 
in size. The staff  are split into five teams, each of  which 
counts its area in a day. The five counts are averaged 
and multiplied by 1,000. The answer is wrong, but it is 
wrong quickly and is still a good approximation. 

For forecasting, the helicopter way is usually the 
better option unless you are dealing with payroll, 
which managers can forecast by using actual salaries. 

take the chopper

1 List what you need to abandon in your annual 
planning process.

2 Dispense with forecasting at account code level 
unless a code is over 10% of  total annual spend.

3 Migrate your forecasting model from Excel to a 
planning tool.

4 Find out more from my website (see below).
5 Email me (parmenter@waymark.co.nz) for advice 

about how to stay in the helicopter and see the big 
picture during your forecasting and planning.

Next steps
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This second article on IFRS 
15, Revenue from Contracts 
with Customers, will look 
at the application of the 
standard using the five-
step model. The five-step 
model applies to revenue 
earned from a contract with 
a customer with limited 
exceptions, regardless 
of the type of revenue 
transaction or the industry.  

Step one in the five-
step model requires the 
identification of  the contract 
with the customer. Contracts 
may be in different forms 
(written, verbal or implied), 
but must be enforceable, 
have commercial substance 
and be approved by the 
parties to the contract. 
The model applies once 
the payment terms for 
the goods or services are 
identified and it is probable 
that the entity will collect 
the consideration. Each 
party’s rights in relation 
to the goods or services 
have to be capable of  
identification. If  a contract 
with a customer does 
not meet these criteria, 
the entity can continually 
reassess the contract to 
determine whether 
it subsequently meets 
the criteria. 

Two or more contracts 
that are entered into 
around the same time 
with the same customer 
may be combined and 

accounted for as a single 
contract, if  they meet 
the specified criteria. 
The standard provides 
detailed requirements for 
contract modifications. 
A modification may 
be accounted for as 
a separate contract 
or a modification of  
the original contract, 
depending upon the 
circumstances of  the case.

Step two requires 
the identification of  the 
separate performance 
obligations in the contract. 
This is often referred to as 
‘unbundling’, and is done at 
the beginning of  a contract. 
The key factor in identifying 
a separate performance 
obligation is the 
distinctiveness of  the good 
or service, or a bundle of  
goods or services. A good 
or service is distinct 
if  the customer can 
benefit from 
the good or 
service on 
its own or 
together 

with other readily available 
resources and is separately 
identifiable from other 
elements of  the contract.

IFRS 15 requires a series 
of  distinct goods or services 

that are substantially the 
same with the same 
pattern of  transfer, 
to be regarded as a 
single performance 

obligation. A good or 
service which has been 
delivered may not be 

distinct if  it cannot 
be used without 
another good 
or service that 

has not yet been 
delivered. Similarly, 

goods or services 
that are not distinct 

should be combined with 
other goods or services 

until the entity identifies a 
bundle of  goods or services 
that is distinct. IFRS 15 
provides indicators rather 
than criteria to determine 
when a good or service is 
distinct within the context 
of  the contract. This allows 
management to apply 
judgment to determine 

the separate performance 
obligations that best reflect 
the economic substance of  
a transaction. 

Step three requires the 
entity to determine the 
transaction price, which is 
the amount of  consideration 
that an entity expects to 
be entitled to in exchange 
for the promised goods 
or services. This amount 
excludes amounts collected 
on behalf  of  a third party 
– for example, government 
taxes. An entity must 
determine the amount of  
consideration to which it 
expects to be entitled in 
order to recognise revenue.

The transaction price 
might include variable or 
contingent consideration. 
Variable consideration 
should be estimated as 
either the expected value 
or the most likely amount. 
The expected value 
approach represents the 
sum of  probability-weighted 
amounts for various possible 
outcomes. The most likely 
amount represents the most 
likely amount in a range » 

Five-step model
In his second article on IFRS 15, Graham Holt looks at the 
practical application of the standard using a fi ve-step model
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of  possible amounts. 
Management should 

use the approach that it 
expects will best predict the 
amount of  consideration 
and it should be applied 
consistently throughout 
the contract. An entity 
can only include variable 
consideration in the 
transaction price to the 
extent that it is highly 
probable that a subsequent 
change in the estimated 
variable consideration will 
not result in a significant 
revenue reversal. If  it is not 
appropriate to include all of  
the variable consideration 
in the transaction price, the 
entity should assess whether 
it should include part of  
the variable consideration. 
However, this latter amount 
still has to pass the ‘revenue 
reversal’ test.

Variable consideration is 
wider than simply contingent 
consideration as it includes 
any amount that is variable 
under a contract, such as 
performance bonuses or 
penalties.

Additionally, an entity 
should estimate the 
transaction price, taking 
into account non-cash 

for entity-specific costs 
and margins or in limited 
circumstances a residual 
approach. The residual 
approach is different from 
the residual method that 
is used currently by some 
entities, such as software 
companies.

When a contract contains 
more than one distinct 
performance obligation, 
an entity allocates the 
transaction price to each 
distinct performance 
obligation on the basis of  
the standalone selling price. 

Where the transaction 
price includes a variable 
amount and discounts, 
consideration needs to be 
given as to whether these 
amounts relate to all or 
only some of  the 
performance 
obligations 

consideration, consideration 
payable to the customer and 
the time value of  money 
if  a significant financing 
component is present. The 
latter is not required if  
the time period between 
the transfer of  goods or 
services and payment is 
less than one year. In some 
cases, it will be clear that 
a significant financing 
component exists due to the 
terms of  the arrangement. 

In other cases, it could 
be difficult to determine 
whether a significant 
financing component 
exists. This is likely to be 
the case where there are 
long-term arrangements 
with multiple performance 

obligations such that goods 
or services are delivered 
and cash payments 
received throughout the 
arrangement. For example, 
if  an advance payment 
is required for business 
purposes to obtain a 
longer-term contract, then 
the entity may conclude 
that a significant financing 
obligation does not exist.

If  an entity anticipates 
that it may ultimately 
accept an amount lower 
than that initially promised 
in the contract due to, for 
example, past experience 
of  discounts given, then 
revenue would be estimated 
at the lower amount with the 
collectability of  that lower 
amount being assessed. 
Subsequently, if  revenue 
already recognised is not 
collectable, impairment 
losses should be taken to 
profit or loss.

Step four requires the 
allocation of  the transaction 
price to the separate 
performance obligations. 
The allocation is based 
on the relative standalone 
selling prices of  the goods 
or services promised and 
is made at inception of  the 
contract. It is not adjusted 
to reflect subsequent 
changes in the standalone 
selling prices of  those goods 
or services. 

The best evidence 
of  standalone selling 
price is the observable 
price of  a good or 
service when the 
entity sells that 
good or service 
separately. If  that 
is not available, 
an estimate is 
made by using 
an approach that 
maximises the use 
of  observable inputs 
– for example, expected 
cost plus an appropriate 
margin or the assessment 
of  market prices for similar 
goods or services adjusted 
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in the contract. Discounts 
and variable consideration 
will typically be allocated 
proportionately to all of  the 
performance obligations 
in the contract. However, 
if  certain conditions are 
met, they can be allocated 
to one or more separate 
performance obligations. 

This will be a major 
practical issue as it 
may require a separate 
calculation and allocation 
exercise to be performed 
for each contract. A 
mobile telephone contract 
typically bundles together 
the handset and network 
connection. IFRS 15 will 
require their separation.

Step five requires revenue 
to be recognised as each 
performance obligation is 
satisfied. This differs from 
IAS 18 where, for example, 
revenue in respect of  
goods is recognised when 
the significant risks and 
rewards of  ownership of  the 
goods are transferred to the 
customer. An entity satisfies 
a performance obligation 
by transferring control of  a 
promised good or service to 
the customer, which could 
occur over time or at a point 
in time. The definition of  
control includes the ability 
to prevent others from 
directing the use of  and 
obtaining the benefits from 
the asset. A performance 
obligation is satisfied at a 
point in time unless it meets 
one of  the following criteria, 
in which case, it is deemed 
to be satisfied over time:
1 The customer 

simultaneously receives 
and consumes the 
benefits provided by the 
entity’s performance as 
the entity performs.

2 The entity’s performance 
creates or enhances an 
asset that the customer 
controls as the asset is 
created or enhanced.

3 The entity’s performance 
does not create an asset 

step model, IFRS 15 sets 
out how to account for 
the incremental costs of  
obtaining a contract and 
the costs directly related 
to fulfilling a contract 
and provides guidance to 
assist entities in applying 
the model to licences, 
warranties, rights of  return, 
principal-versus-agent 
considerations, options for 
additional goods or services 
and breakage.

IFRS 15 is a significant 
change from IAS 18, 
Revenue, and even though 
it provides more detailed 
application guidance, 
judgment will be required 
in applying it because the 
use of  estimates is more 
prevalent. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
University Business School
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with an alternative use 
to the entity and the 
entity has an enforceable 
right to payment for 
performance completed 
to date.

Revenue is recognised in 
line with the pattern of  
transfer. Whether an entity 
recognises revenue over 
the period during which it 
manufactures a product or 
on delivery to the customer 
will depend on the specific 
terms of  the contract.

If  an entity does not 
satisfy its performance 
obligation over time, it 
satisfies it at a point in 
time and revenue will be 
recognised when control is 
passed at that point in time. 
Factors that may indicate 
the passing of  control 
include the present right 
to payment for the asset or 
the customer has legal title 
to the asset or the entity 
has transferred physical 
possession of  the asset. 

As a consequence of  the 
above, the timing of  revenue 
recognition may change 
for some point-in-time 
transactions when the new 
standard is adopted. 

In addition to the five-
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2 DEFINED BENEFIT 
PENSION CHANGES 
There are not a lot of  
defined benefit plans left to 
account for but the Financial 
Reporting Council (FRC) is 
proposing to clarify FRS 
102, The Financial Reporting 
Standard applicable in the 
UK and Republic of Ireland, 
in respect of  two specific 
issues. The proposed 
clarifications are to confirm 
that no additional liabilities 
need be recognised in 
respect of  a ‘schedule of  
contributions’ that has 
been agreed in order to 
address a deficit in the 
plan; and the effect of  
restricting the recognition 
of  a surplus in a defined 
benefit plan, where the 
surplus is not recoverable, 
is recognised in other 
comprehensive income, 
rather than profit or loss. 

More details at www.frc.
org.uk 

Also see http://tinyurl.
com/FRS102-changes

3 ACCOUNTING FOR 
CHARITIES IN IRELAND
At present Irish charities 
use, as best they can, UK 
GAAP, a schedule to the 
Companies Act 1963 and 
refer to a UK Statement 
of  Recommended Practice 

1 2014 LAW FOR 
FRIENDLY, INDUSTRIAL 
AND PROVIDENT 
SOCIETIES
The new legislation was 
enacted on 21 July 2014 
and is available at http://
tinyurl.com/FSIPS-2014. 

In financial statements 
and audit reports for friendly 
societies the Friendly 
Societies Acts 1896 to 1977 
and this new act should 
be cited together as the 
Friendly Societies Acts 1896 
to 2014. The Industrial 
and Provident Societies 
Acts 1893 to 1978 and this 
new act should be cited 
together as the Industrial 
and Provident Societies Acts 
1893 to 2014. 

The new act introduces 
examinership for industrial 
and provident societies 
and eases financial 
reporting requirements by 
extending the period for the 
preparation and submission 
of  the annual return and 
accounts. The act also 
makes it easier for cancelled 
societies to be restored to 
the register. The act will 
no longer allow any new 
friendly societies to register. 
There are apparently just 
47 friendly societies on the 
register and many of  these 
have low levels of  activity.

Irish charities will have a 
new Companies Act and 
a substantial amount of  
specific guidance in FRS 
102 to assist in their 
financial statements 
preparation, but they will 
also potentially have a SORP. 

In the UK two new 
SORPs have recently been 
published by the joint UK 
SORP-making body, the 
Charity Commission and 
the Office of  the Scottish 

Charity Regulator (OSCR). 
The new SORPs provide 
a comprehensive 
framework for charity 
accounting that all UK 
charities must follow. 
Although strictly only 
applicable in the UK, 
the charity SORPs 
have been written 
to be universally 
applicable in the 
UK and Ireland and, 

although already 
considered best 

practice in Ireland, it 
is hoped that the charity 

sector regulator will use the 
powers in the Charity Act 
to require compliance with 
the new SORPs. See www.
charitycommission.gov.uk 

The SORPs blend 
perfectly with FRS 102, 
either requiring additional 
disclosure appropriate 
to a charity or narrowing 
or prescribing the choice 
of  accounting policy. As 
an example, FRS 102 will 
require disclosure of  key 
management remuneration 
(for all companies) and 
the SORP extends this 
requirement to a disclosure 
of  the number of  staff  
earning more than €70k, 
analysed in salary bands of  
€10k upwards. In another 

Technically speaking
Aidan Clifford discusses defi ned benefi t plan changes, the IASB’s stance on leases, and 
an intensive look at CCABI’s future plans

IN THIS ARTICLE
1 Legislation updated Friendly societies and 

industrial and provident societies
2 FRS 102 clarified Defined benefit pension 

accounting
3 Charity accounting Two new SORPs issued
4 Lease accounting Update published
5 CCABI update Future agenda outlined
6 FRS 102 Minor amendments to note

(SORP) as best practice 
where applicable. It is 
a situation that is not 
particularly satisfactory 
from a preparer’s or user’s 
perspective. From 2015 
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example, FRS 102 allows 
a choice of  accounting 
treatments for government 
grants and the SORP 
narrows this choice to just 
one method. 

4 Lease accounting
The website of  the 
International Accounting 
Standards Board (IASB) 
shows that the lease project 
has been in train since 2009. 
The latest project update, 
issued in August 2014, notes 
that the IASB has tentatively 
decided that a lessee would 
be required to recognise 
assets and liabilities arising 
from all leases, with some 
exemptions. The exemptions 
will be for leases of  12 
months or less and the 
IASB is also considering an 
exemption for leases of  small 
assets (such as laptops and 
office furniture). 

Putting the vast majority 
of  currently operating leases 
on balance sheet as finance 
lease assets and liabilities 
will substantially change 
the profile of  a company’s 
balance sheet. An example 
is given in the IASB update 
on the lease project, which 
noted that for Clinton Cards 
(other examples were given 
as well) the operating lease 
commitments were 1,124% 
of  the company debt (£652m 
and £58m respectfully) 
and yet one was on balance 
sheet and the other was a 
disclosure note. 

The Financial Accounting 
Standards Board (FASB, 
which sets US GAAP) 
has decided on a slightly 
different model to the 
IASB’s; it will give the same 
answer in most cases but 
not all. 

The remaining work 
on the project includes 
IASB discussion on lease 
disclosures and transition 
requirements (second half  
of  2014) and a standard is 
due in 2015. See http://
tinyurl.com/lease-project 

5 ccaBi update
The various committees of  
the Consulting Committee of  
Accounting Bodies in Ireland 
(CCABI) have been busy. 

The business law 
committee (BLC) has been 
looking at a Central Bank 
consultation on protected 
disclosures (CP 79) and 
a consultation on single 
member private companies, 
and work continues on the 
Companies Bill 2012. 

The latter is expected 
to have completed its 
journey through the Seanad 
shortly (second stage and 
committee stages in the 
Seanad were completed in 
June) and be making its 
way up to Phoenix Park 
before the end of  the year. 
Commencement is expected 
mid-2015. 

The next agenda matters 
for BLC will include the 
Irish Collective Asset-
management Bill 2014 and 
the draft heads of  the Horse 
Racing Ireland (Amendment) 
Bill 2014. 

The insolvency 
committee (IC) is looking 
at a proposed statement of  
insolvency practice (SIP) 
20B, Prepackaged Sales 
in Receiverships, and a 
revised SIP 7B, Preparation 
of Insolvency Officeholders’ 
Receipts and Payments 
Accounts. 

Future meetings will 
consider a proposed CCABI 
memorandum on the 
Companies (Miscellaneous 
Provisions) Act 2013 (small 
company examinerships) 
and a consultation on SIP 
10B, Proxies, and SIP 8B, 
Creditors’ Meetings. 

The Companies 
Registration Office’s (CRO) 
Accountants Forum is 
looking at an initiative 
aimed at driving increased 
usage of  e-payments 
in the Irish economy, 
information regarding 
CRO-relevant aspects of  
the Companies Bill 2012, 

e-filing of  documents, and 
enforcement, insolvency and 
restoration. 

Other matters being 
looked at include 
construction workers’ 
pension scheme reports, 
and Department of  Social 
Protection and Property 
Services Regulatory 
Authority reports. 

Guidance was also 
developed for the changes 
to the Law Society’s solicitor 
accounts’ reports. In the 
area of  accounting, at a 
meeting with the FRC we 
were advised that they 
currently intend to withdraw 
the Financial Reporting 
Standard for Smaller Entities 
(FRSSE) and to incorporate 
FRSSE-type provisions within 
the main body of  FRS 102. 
The FRC plans to develop 
a separate standard for 
reporting by micro-entities 
and will consult on the 
proposals later this year. 

In respect of  the 
protection of  the term 
‘accountant’ – despite good 
support from a number 
of  public representatives, 
notably Senator Sean 
Barrett and Senator Fergal 
Quinn – we have not been 
successful so far in our bid 
to have the law amended. 

There is still some 
hope on the issue as the 
Department of  Jobs, 
Enterprise and Innovation 
(DJEI) has confirmed that 
it does intend on holding a 
further public consultation 
on the issue later this year. 

In EU news, the EU finally 
adopted a directive and a 
regulation aimed at audits 
and auditors of  public 
interest entities (PIEs). 

There are a number 
of  member state options 
and both DJEI in Ireland 
and the Department for 
Business, Innovation & 
Skills (BIS) in the UK have 
convened stakeholder 
groups to contribute to the 
development of  domestic 

legislation. ACCA is 
represented on both groups. 

The tax committee has 
been very busy with the 
code of  conduct on revenue 
audit and the section 
on complaints made by 
Revenue to members of  
regulated bodies. There was 
also work on reform of  the 
Appeal Commissioners, the 
agri-taxation review, reform 
of  tax incentive schemes 
and base erosion and profit 
shifting (BEPS). The tax 
committee also made a pre-
Budget submission in July. 

6 FRs 102
Many businesses have 
not yet applied FRS 102 
and already there are 
amendments to it. There are 
also revised editions of  FRS 
103, Insurance Contracts, 
and FRS 101, Reduced 
Disclosure Framework, with 
minor amendments. A 
revised edition of  FRS 102 
incorporates: 

* an editorial amendment 
to section 11 (basic 
financial instruments) 
and section 12 (other 
financial instruments 
issues) in relation 
to the presentation 
requirements for financial 
instruments

* an editorial amendment 
to section 35 (transition 
to this FRS) in relation 
to the transitional 
exemptions for service 
concession arrangements

* amendments to FRS 
102 (basic financial 
instruments and hedge 
accounting).  

The amendments are 
unlikely to cause any 
changes for an average SME 
or SMP applying FRS 102 
for the first time in 2015. 
See http://tinyurl.com/
FRC-standards ■
Aidan Clifford is advisory 
services manager at ACCA 
Ireland. Email aidan.
clifford@accaglobal.com
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1 The income tax pay-and-file deadline  
is approaching

2 Full self-assessment regime applies for the  
first time

3 Budget 2015 – some measures may take 
immediate effect

In thIs artIcle

tax – an update
the Irish tax Institute rounds up some of the changes which practitioners need  
to be aware of in order to be completely up to date, explains Cora O’Brien

1 Income tax
For self-assessed individuals, 
income tax returns and 
balancing payments for 
the calendar year 2013 
are due to be submitted 
to Revenue by Friday 31 
October 2014. Taxpayers 
availing of  Revenue’s online 
service (ROS) to pay-and-file 
their taxes benefit from an 
extension of  the deadline 
to Thursday 13 November 
2014, as confirmed in 
Revenue eBrief  no 30/14.

Full self-assessment
The new ‘full’ self-
assessment regime 
applies for the first time 
to income tax filings for 
2013. In previous years, 
Revenue would calculate 
the taxpayer’s liability on 
the basis of  the information 
entered in the income tax 
return and issue a notice 
of  assessment. From 2013 
the taxpayer must self-
assess their liability when 
submitting the return. 
New sections have been 
added to Form 11 to provide 
for this. 

Where income tax returns 
are being completed on 
ROS the Revenue calculation 
facility will automatically 
calculate the tax due, as 
has been the case up to 
now. The taxpayer must 
then indicate whether they 

Where sending supporting 
information to Revenue in 
relation to an EOD this must 
be sent by secure email to 
the taxpayer’s tax district. 
A list of  secure email 
addresses for each district 
is available on the Revenue 
website. 

Any supporting 
information in relation to 
the EOD must be sent to 
the district by the due date 
for filing the return. As 
such, if  you are not already 
registered to use secure 
email it may be wise to do 
so. You can register for the 
secure email service on the 
Revenue website. 

Local property tax 
surcharge
Self-assessed taxpayers and 
their agents will now also 

be familiar with the local 
property tax (LPT) surcharge 
that can arise when 
filing income tax returns. 
Taxpayers who file their 
income tax return on time 
but, at the date of  filing, 
have either:

* not submitted their LPT 
return, or 

* not paid the LPT due 
(including arrears of  the 
household charge), or 

* not entered into an 
agreed arrangement to 
pay the LPT due, 

will incur a surcharge 
of  10% of  their income 
tax liability. This will be 
automatically applied. 

agree or disagree with 
this calculation.

Notices of  assessment 
will no longer issue in 
most cases. Once a return 
is submitted, the client 
and agent will receive an 
acknowledegment of  the 
self-assessment (in the 
ROS inbox if  filed online). 
A notice of  assessment 
may have been sought 
as proof  of  a taxpayer’s 
income as part of  an 

application for a grant 
or entitlement. Revenue 
has engaged with the 
Department of  Social 
Protection, the Health 
Service Executive, Student 
Universal Support Ireland 
and other government 
bodies and departments so 
they are fully aware of  the 
new format. 

Revenue tax briefing no 
3 of  2014 provides detailed 
information on the new 
regime and on completing a 
Form 11 return on ROS. 

Preliminary tax 2014
Preliminary tax for 2014 
is also due for payment by 

the pay-and-file deadline 
outlined above. Tax 
advisers will be familiar 
with the various options for 
calculating preliminary tax. 
The preliminary tax payment 
should cover the liability to 
pay-related social insurance 
(PRSI) and the universal 
social charge (USC) as well 
as income tax. The amount 
paid should be equal to or 
greater than the lower of:

* 90% of  your final liability 
for 2014, or

* 100% of  your final 
liability for 2013, or

* 105% of  your final 
liability for 2012. (This 
option is only available 
where preliminary tax is 
paid by direct debit and 
does not apply where 
the tax payable for 2012 
was nil).

At the time of  writing, 
Budget 2015 is due to be 
delivered on 14 October. 
Readers should note that 
some Budget measures 
may apply from that date. 
This may be of  particular 
relevance where preliminary 
tax is being calculated 
on the basis of  the final 
2014 liability.

Expression of  doubt
The expression of  doubt 
(EOD) facility has been 
changed from previous 
years. There are new panels 
on the tax return that must 
be completed when making 
an expression of  doubt. 

▌▌▌the eOD facIlIty has been changeD frOm 
prevIOus years. there are new panels On  
the tax return that must be cOmpleteD
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Section 38 Finance (LPT) 
Act 2012 (as amended) caps 
the surcharge at the amount 
of  LPT payable where the 
LPT return and payment 
are subsequently made. It is 
important also to note that 
unpaid household charge is 
now treated as arrears of  LPT. 

The LPT surcharge also 
applies to capital gains 
tax (CGT) and corporation 
tax returns filed where the 
taxpayer has not yet filed 
their LPT return or paid 
their LPT liability.

Foreign bank accounts
Individuals who opened 
a foreign bank account 
during 2013 are required 
to disclose details of  the 
foreign bank account on the 

relevant section of   
their income tax return for 
the year.

2 Domicile levy
The domicile levy for 2013 
is payable by Thursday 
31 October 2014, and the 
domicile levy form (DL1) 
must also be filed with 
Revenue by that date.

The domicile levy for 
2013 is charged on an Irish-
domiciled individual whose:

* worldwide income 
exceeds €1m,

* Irish property is greater 
in value than €5m, and

* liability to Irish income 
tax in a relevant tax year 
was less than €200k.
The amount of  the levy is 

€200k, and Irish income tax 

paid by an individual in a tax 
year is allowed as a credit 
against the domicile levy 
due for the year. The USC, 
the income levy, PRSI and 
the health levy cannot be 
claimed as credits against 
the domicile levy.

3 capital 
acquisitions tax 
Beneficiaries who received 
gifts or inheritances with 
valuation dates arising in 
the year ending 31 August 
2014 are obliged to file 
their capital acquisitions 
tax (CAT) return and make 
the appropriate payment 
by Friday 31 October 
2014. However, Revenue 
has confirmed that where 
you file your CAT return 

and make the payment 
through ROS, the due date 
is extended to Thursday, 
13 November 2014. The 
filing and payment date 
for paper filers remains 31 
October 2014. If  your client 
is claiming any reliefs from 
CAT, the return must be  
filed online.

Revenue has also advised 
that paper receipts are no 
longer being automatically 
issued for CAT payments, 
but payment records can be 
viewed through ROS or by 
requesting a statement  
of  account. ■

Cora O’Brien is director of 
technical services, Irish Tax 
Institute. Email cobrien@
taxinstitute.ie
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CORPORATION TAX
21 October
Preliminary tax for accounting 
periods ending 30 November 
2014. (ROS extension to 23 
September 2014).

CORPORATION TAX
21 September
First instalment of  
preliminary tax for ‘large’ 
companies for accounting 
periods ending 30 April 
2015. (ROS extension to 23 
October 2014).

FORM 46G – RETURN 
OF THIRD-PARTY 
INFORMATION
31 October
Form 46G for accounting 
periods ended 31 January 
2014.

INDIVIDUALS

INCOME TAX
31 October
Return and payment of  
income tax for 2013. (ROS 
extension to 13 November 
2014).

INCOME TAX
31 October
Preliminary tax (inclusive 
of  universal social charge 
[USC]) for the tax year 
2013. (ROS extension to 13 
November 2014).

CAPITAL GAINS TAX
31 October
Returns for the tax year 
2013. (ROS extension to 
13 November 2014 for ROS 
filers).

DOMICILE LEVY
31 October
Return and payment of  
€200k domicile levy for 
2013.

GENERAL

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

PAYE
14 October
P30 monthly return 
and payment for the 
calendar quarter ending 
30 September 2014 (ROS 
extension to 23 October 
2014).

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

COMPANIES

IXBRL
1 October
Non-audit exempt companies 
that file corporation tax 
returns on or after 1 
October 2014 in respect of  
accounting periods ending 
on or after 31 December 
2013 will be required to 
submit financial statements 
in iXBRL format via ROS.

DIVIDEND WITHOLDING 
TAX
14 October
Return and payment of  
DWT for distributions in 
September 2014.

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

CAPITAL ACQUISITIONS 
TAX
31 October
Return and payment of  
capital acquisitions tax (CAT) 
for gifts and inheritances 
taken in the 12-month 
period ending 31 August 
2014. (ROS extension to 13 
November 2014).

GENERAL

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

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

VAT
19 November
Bi-monthly VAT3 return 
and payment for the period 
September/October 2014. 
(ROS extension to 23 
November 2014).

COMPANIES

DIVIDEND WITHOLDING 
TAX
14 November
Return and payment of  DWT 
for distributions in October 
2014.

CORPORATION TAX
21 November
Return and final payment for 
accounting periods ended 
28 February 2014. (ROS 
extension to 23 November 
2014).

CORPORATION TAX
21 November
Preliminary tax for accounting 
periods ending 31 December 
2014. (ROS extension to 23 
November 2013).

CORPORATION TAX
21 November
First instalment of  
preliminary tax for ‘large’ 
companies for accounting 
periods ending 31 May 
2015. (ROS extension to 23 
November 2014).

FORM 46G – RETURN 
OF THIRD-PARTY 
INFORMATION
30 November
Form 46G for accounting 
periods ended 28 February 
2014.

INDIVIDUALS 

INCOME TAX
13 November
Return and payment of  
income tax for 2013 if  filed 
on ROS. ■

Information supplied by the 
Irish Tax Institute

Disclaimer: This calendar 
of the main tax compliance 
deadlines is not exhaustive. 
While every effort has been 
made to ensure the accuracy 
of this information, the 
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. 

Note: At the time of writing, 
Budget 2015 was expected to 
be presented on 14 October 
2014. Some measures may 
apply from this date.

Tax diary
Important tax dates and deadlines for fi nancial professionals working in Ireland, supplied 
by the Irish Tax Institute
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Northern Ireland tax update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly 
round-up of the latest developments, focusing on Northern Ireland

AUTUMN STATEMENT
The Autumn Statement will take place on Wednesday 
3 December 2014. You can see comments and 
analysis online and in electronic newsletters at www.
accaglobal.com/advisory

If  you would like to make representations on 
what you want to see in the Autumn Statement you 
can do so until 17 October. These should be submitted 
to autumnstatementrepresentations@hmtreasury.
gsi.gov.uk. You can find guidance on how to make 
representations at http://tinyurl.com/budget-rep

The government has already stated that it will 
comment on the responses to the employee benefit  
consultations in the Autumn Statement.

▲ ALL TOGETHER
The Autumn Statement, which will be unveiled by 
chancellor George Osborne on 3 December, will comment 
on responses to the employee benefit consultations

INTERMEDIARIES AND 
WORKERS
Updates have been issued 
on when an intermediary 
must treat a worker they 
provide to a UK-based client 
as an employee for income 
tax and national insurance 
purposes. From 6 April 
2015, intermediaries must 
send to HMRC details of  
workers they place with 
clients who are neither:

* direct employees or

* being treated as 
employees.

The reports to HMRC are 
required to contain details 
of  all workers and their 
payments where PAYE 
wasn’t operated and the 
intermediary ‘that has the 
contract with the end user 
(client) of  the worker’s 
services is responsible for 
sending the report’. 

Announcements on 
penalties are expected soon. 

You can find more at 
www.accaglobal.com/
advisory

NOTICE AND GUIDANCE 
UPDATES
VAT Notice 700/2: Forward 
Group and divisional 
registration cancels and 
replaces the notice of  the 
same name from September 
2011. It provides general 
background information 

about group and divisional 
registration and explains 
which forms you need to 
use to apply for group or 
divisional registration. It 
applies to the UK and the 
Isle of  Man.

The notice also includes 
changes to the way that 
businesses apply for VAT 
registration and guidance 
on how to value supplies 
on which the intra-group 
reverse charge is due. 
VAT Notice 708: Buildings 
and Construction cancels 
and replaces the notice 
of  the same name from 
April 2014. It explains 
when building works and 
materials can be zero-rated 
or reduced rated at 5%, 
when input tax recovery is 
blocked, the requirements 
for certificates of  use, zero-
rated applicability on sale 
or long lease and supply 
and self-supply rules. 

The notice includes:

* VAT liability of  works of  
approved alteration; 

* instances where the work 
of  subcontractors cannot 
be zero-rated;

* removal of  intelligent 
lighting systems and 
mirrors from the list of  
articles not ordinarily 
incorporated in dwellings;

* information on charities 
and the requirement for 
suppliers to make sure 
that their customers 
possess charitable status.

You can find links and 
guidance on notices and 
briefs at www.accaglobal.
com/advisory

SHAREHOLDINGS 
EXEMPTION
The substantial 
shareholdings exemption 

exempts the disposal 
of certain shares in 
subsidiaries from 
corporation tax on any 
capital gain.

There are a number of  
conditions that must be 
satisfied for the exemption 
to apply. 

Broadly speaking, the 
exemption applies where the 
gain arises when:

* The investor company 
making the disposal is 
a trading company or 
a member of  a trading 
group

* The investee company 
is a trading company 

or the holding company 
of  a trading group (or 
subgroup)

* the investing company 
holds a ‘substantial 
shareholding’ (broadly, at 
least a 10% interest) in 
the investee company

* the shares were part 
of  a total holding of  at 
least 10% held for a 
continuous 12-month 
period beginning not 
more than two years 
before the disposal. 

You can find worked 
examples and links to 
the legislation at www.
accaglobal.com/advisory ■
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particularly challenging 
when fair valuing derivatives 
as the valuation techniques 
are more complex than for 
basic loans. 

How to reflect  
credit risk
When determining the fair 
value of  a financial liability 
it is common to derive a 
starting value based on 
forecast-discounted expected 
cashflows. In order to 
capture credit risk in the 
valuation it is then necessary 
to adjust this value. 

When there is an 
adjustment to capture 
counterparty credit risk it is 
referred to as credit value 
adjustment (CVA). When the 
adjustment is to capture own 
credit risk it is called a debit 
value adjustment (DVA).

There are a variety of  
ways to determine CVA or 

IFRS 13, Fair Value 
Measurement, establishes 
a single source of guidance 
for fair value measurement 
where fair value is required 
or permitted under 
International Financial 
Reporting Standards (IFRS). 
The term ‘fair value’ under 
IFRS 13 is defined as: ‘The 
price that would be received 
to sell an asset or paid to 
transfer a liability in an 
orderly transaction between 
market participants at the 
measurement date.’   

IFRS 13 also clarifies that 
the fair value of  a financial 
liability is based on the 
assumption that the liability 
would remain outstanding 
after the transfer, and 
the credit risk before and 
after the transfer would 
remain the same. (It is 
assumed that the financial 
liability is transferred to 
a counterparty with the 
same own credit risk.) The 
standard further states that 
where the other side of  a 
liability is held as an asset, 
the fair value of  liability 
from the perspective of  the 
issuer would be the same, 
in absolute amount, as the 
fair value of  asset from the 
perspective of  the holder. 

Given that the revised 
definition of  fair value of  
financial liability is based 
on transfer notion (rather 
than a settlement as was 
in previous guidance inIAS 
39), the argument for not 
including own credit risk in 
financial liability fair values 
no longer holds. 

This then leaves the 
challenge of  determining 
the fair value of  the financial 
liability that includes 
own credit risk. This is 

DVA. The calculation can 
range from basic to complex 
and vary depending on the 
type of  instrument involved. 
Judgment is required to 
assess the appropriateness 
of  the method used to 
calculate the CVA or DVA. 
Some of  the commonly used 
models to determine CVA or 
DVA include:

* credit default SWAP 
spreads (also called 
CDS spreads)

* probability of  default 
method 

* shifting interest rate 
curve.

What are the 
consequences? 
Below are the three key  
area risks when adjusting 
fair value:

* Credit risk is one of  
the key inputs into the 
valuation and as such 

significantly impacts 
the fair value as well as 
the profit and loss for 
the period.

* For a derivative 
designated in a hedging 
relationship, the changes 
in credit risk affecting 
the fair value of  the 
derivative would typically 
be a source of  hedge 
effectiveness because 
that change in value 
would not be replicated in 
the hedged item.

* Where a valuation 
technique is used to 
determine fair value, 
the inclusion of  CVA 
or DVA in the fair value 
of  financial liability 
could, in some cases, 
cause the fair value to 
move from level 2 to 
level 3 of  the fair value 
hierarchy if  the credit 
adjustment is regarded 
as an unobservable 
input significant to the 
fair value of  the liability. 
A shift from level 2 to 
level 3 would prompt 
additional disclosures 
under IFRS 13, including 
a disclosure of  sensitivity 
analysis showing the 
effect of  reasonably 
possible changes to 
unobservable inputs that 
would change the fair 
value significantly.   
Since the introduction of  

IFRS 13, the rules regarding 
fair value of  financial 
liabilities have become clearer 
but there is still a greater 
degree of  judgement involved, 
particularly in the case of  
calculating CVA or DVA. ■

Goind Ram Khatri FCCA  
is senior manager at 
Deloitte Dublin

Fair value measurement
The term ‘fair value’ has been the subject of a lot of debate since the financial crisis 
and in response to this criticism the IASB issued IFRS 13, writes Goind Ram Khatri
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she explains. ‘The crowds 
were overwhelming. The 
parade was an opportunity 
for Team Scotland to thank 
Glasgow and Scotland for 
their support. But when 
we were out there on the 
buses going through the 
streets of  Glasgow, people 
were shouting thank you 
to us! It’s been quoted 
as the best games ever 
and it certainly was in 
terms of  Team Scotland’s 
performance. To be part of  
that was phenomenal.’

Ranked 11th in the 
world before the games, 
Scotland’s netball squad 
were targeting a top-eight 
finish, but managed ninth.

‘That’s two places above 
our world ranking so is 
an achievement in itself,’ 
McElveen says. ‘It was 
disappointing to lose out 
to Northern Ireland, who 
we’d beaten a couple of  
months previously, but we 
bounced back and delivered 
a fantastic performance 

against another top-10 team 
in Trinidad and Tobago, so 
we finished on a high.’

Every game was sold 
out, with more than 3,000 
spectators at the Scottish 
Exhibition and Conference 
Centre, part of  the largest 
venue for Glasgow 2014.

‘That’s unheard of  for our 
sport in Scotland,’ McElveen 
says. ‘And for the Hydro 
[a new arena designed by 
internationally renowned 

Being part of the Glasgow 
2014 Commonwealth Games 
is an experience Karen 
McElveen will never forget.

‘It was amazing,’ she 
says. ‘Not only to be 
part of  the games but 
to be effectively creating 
history. It was the first 
time Scotland had 
been represented in the 
sport of  netball in the 
Commonwealth Games, so it 
was a double whammy.’

As team manager for 
Scotland’s national netball 
squad, McElveen’s role 
during the games was to 
help create a ‘one-team’ 
ethos, ensuring that her 
athletes and coaches 
had everything they 
needed to enable them to 
focus on performance.

‘It was hard work,’ she 
continues. ‘But the athletes 
were heard saying it was 
the best two weeks of  their 
lives, so it shows the behind-
the-scenes organisation 
was working!’ 

Back at work in her day 
job as operations director 
in the asset services division 
of  global property agent 
CBRE, McElveen is still 
relishing the buzz – and 
reflecting on the scale of  
what just happened.

‘It wasn’t really until we 
had the athletes’ parade 
around Glasgow that I 
appreciated how much the 
games meant to the city 
and what impact it had,’ 

architect Sir Norman Foster 
and opened in 2013] to 
host the final for our sport 
with a 9,000 sell-out crowd 
was amazing. So we want 
to use the games as a 
springboard to create a 
legacy for our sport.’ 

The focus is now on 
preparations for the 2015 
Netball World Cup in Sydney, 
and building on the success 
of  the games. 

Shock to the system
McElveen admits that her 
first day back at work after 
a month in the ‘bubble’ of  
the athletes’ village was 
a shock to the system, 
although she had left things 
in capable hands.

A Fortune 500 company 
headquartered in Los 
Angeles, CBRE is the 
world’s largest commercial 
real estate services and 
investment firm by revenue 
and employs 37,000 people 
across more than 300 
offices worldwide.

McElveen manages 
a team of  80 people in 
the group’s real estate 
accounting services 
department, which delivers 
a range of  services from 
accounts payable and 
receivable to financial 
reporting. This is part of  
CBRE’s Glasgow-based UK 
asset services division, 
where 160 staff  administer 
£2bn a year of  rent and 
service charge payments.

McElveen says she 
loves the challenge of  
keeping the plates spinning 
in ‘business as usual’ 
while also thinking about 
business development.

‘I enjoy the day-to-day 
management but also the 
strategic decision-making 
around how we can make 
things slicker and more 
efficient to really add value 
to our service offering.’

Before joining CBRE two 
years ago McElveen spent 
three years as operations 
director at investment bank 
Morgan Stanley.

‘We were part of  a central 
team based in Glasgow but 
looking after New York trade 
desks. So on a daily basis 
we were responsible for 
reporting to the Financial 
Services Authority, the 
Federal Reserve and the US 
regulators on the various 
positions held in derivatives 
– cash instruments and 
equity instruments.’

The first 18 years of  
her career were at Royal 
Bank of  Scotland, where 
she progressed from 
banking teller to finance 
manager and business 
support manager. McElveen 
qualified with ACCA in 
2008 and became an FCCA 
last year.

‘I joined RBS straight 
from school after a decent 
set of  O-Grades and 
Highers,’ McElveen says. 
‘I spent the first four years 
in the branch network 
and then went on to work 
in a subsidiary company 
where my career started 
to develop. It was at this 
point I started looking 
at opportunities for 
career progression.

A sporting chance
After managing Scotland’s netball team at this summer’s Commonwealth Games, Karen 
McElveen FCCA is back in her day job – but with one eye on her next sporting challenge

▌▌▌‘I Enjoy thE MAnAGEMEnt rolE And worKInG 
wIth thE AthlEtES And CoAChES. It’S A trEMEndouS 
prIvIlEGE to rEprESEnt your Country’
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‘I chose ACCA because it 
was what my two mentors 
at RBS had both done and 
they guided me. It is so far-
reaching in terms of  being 
a global qualification with 
huge career opportunities, 
so it was the best route to 
go down.’

McElveen didn’t start 
seriously studying until 
the year after she retired 
from international netball 
at the age of  28. By that 
point she had been capped 
39 times for Scotland 
and had competed in two 
Netball World Cups in 1995 
and 1999.

‘In Scotland netball 
is not a professional 
sport, as it is in countries 
like Australia and New 
Zealand,’ she explains. ‘This 

means that every athlete 
in our programme is still 
in full-time employment 
or education. The only  
full-time position is the 
head coach.’

This means fitting in 
training around a normal 
working day. ‘It was really 
tough,’ McElveen says 
of  the regime she had to 
follow. ‘You’d do a full day’s 
work and then six days out 
of  seven you’d be training 
at night. Some weeks it 
would be every day, doing 
individual training and club 
competitions during the 
week and then national 
training at the weekend.’ 

Talent spotted
This was McElveen’s routine 
since the age of  16, when 

she was first selected to play 
at age group international 
level. McElveen’s talent was 
spotted by two teachers at 
the tender age of  13, when 
she took up the sport at 
club level.

‘Unfortunately it was 
the time of  school strikes 
and extra-curricular 
activity wasn’t really on 
the timetable,’ she recalls. 
‘But they identified me 
and a couple of  friends 
as particularly having the 
potential to be good at the 
sport and advised us to go 
to a local club. That’s where 
it really took off.’

McElveen still plays 
netball and coaches one of  
Scotland’s top clubs, the 
Glasgow South Saltires, who 
play in the netball premier 

league. Being part of  a team 
environment is what she 
loves most.

‘For a lot of  people who 
are involved in the sport it’s 
a genuine love for the team 
ethos and spirit – and I’ve 
met some of  my best friends 
through that environment,’ 
McElveen says. 

‘I enjoy the management 
role and working with the 
athletes and coaches. It’s 
a tremendous privilege to 
be out there representing 
your country, and singing 
your national anthem 
loud and proud. Not 
many people get that 
opportunity, and it’s just 
such a honour.’ ■

 
Victoria Masterson, 
journalist
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CONSOLIDATED 
STATEMENTS UNDER 
FRS 102
22 October
09.30–16.30
Corporate Sector Training
Robert Kirk, University of  
Ulster
Gibson Hotel, Point Village
Seven CPD units

FINANCIAL SERVICES

CHAIRMAN’S 
BREAKFAST
23 October
07.30–09.00
Financial Services Network
Joan Burton, Tánaiste
Westin Hotel
Two CPD units

BELFAST

BREAKFAST EVENT
9 October
07.30–09.00
Business Leaders’ Forum
David Ford, Minister for 
Justice, leader of  the 
Alliance Party, MLA for 
South Antrim
Merchant Hotel
Two CPD units

CORK

TECHNICAL UPDATE
8 October
18.00–20.00
Munster Members’ Network
Aidan Clifford
Clarion Hotel, Lapps Quay
Two CPD units

BREAKFAST EVENT
31 October
07.30–09.00
Business Leaders’ Forum
Patrick Coveney, Group CEO, 
Greencore Group 
Clarion Hotel, Lapps Quay
Two CPD units

DUBLIN

BUDGET BRIEFING
15 October
18.15–20.15
Leinster Members’ Network
David Giles and Mark Hynes, 
BDO
Royal College of  Surgeons in 
Ireland, St Stephen’s Green
Two CPD units

US GAAP UPDATE
16 October
09.30–16.30
Corporate Sector Training
Chris Nobes, University of  
London
Gibson Hotel, Point Village
Seven CPD units

Upcoming events
ACCA Ireland runs an exciting programme of events across the country featuring 
high-profi le speakers, and offering networking and CPD opportunities

CONSIDERING 
DIVESTMENT 
4 November
18.15–20.15
Leinster Members’ Network
Gareth McNaboe, PwC 
Hilton Hotel, Charlemont 
Place
Two CPD units

DEVELOPMENT IN IFRS: 
REVENUE RECOGNITION, 
LEASE ACCOUNTING 
AND IMPAIRMENT OF 
RECEIVABLES
12 November
09.30–16.30 
Corporate Sector Training
Chris Nobes, University of  
Ulster
Gibson Hotel, Point Village
Seven CPD units

BREAKFAST EVENT
13 November
07.30–09.00
Business Leaders’ Forum
Richie Boucher, group chief  
executive, Bank of  Ireland
Westbury
Two CPD units

GALWAY

BUDGET BRIEFING
15 October
18.15–20.15
Connaught Members’ 
Network
Paul Macken, KPMG
Clayton Hotel, Ballybrit
Two CPD units

LIMERICK

PRACTITIONERS 
CONFERENCE 3 
1 October
09.00–17.00
Practitioners’ Network in 
partnership with Mercia 
Ireland
Various speakers
Carlton Castletroy Park 
Hotel
Seven CPD units ■▼ MINISTER DAVID 

FORD ADDRESSES 
THE MEDIA
Belfast, Northern 
Ireland
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▲ mandatory audit rotation
From left: Helen Hall, IAASA; Stewart Dunne, BDO; Anne Keogh, president of ACCA Ireland; and 
Sue Almond, ACCA, at BDO offices in Beaux Lane House, Dublin, for ACCA’s recent seminar on 
mandatory audit rotation

ACCA member events
ACCA Ireland presented key member events throughout the summer months that were 
open to all ACCA members to attend

The global economic 
recovery has once again 
run out of steam, according 
to the latest findings from 
the largest regular global 
economic survey of finance 
professionals.

The Global Economic 
Conditions Survey organised 
by ACCA and IMA (the 
Institute of  Management 
Accountants)  showed that 
business confidence fell 
marginally in Q2 2014, and 
is increasingly reliant on 
financial stability. The two 
bodies believe that this is a 
sign of  mounting risks for 
the future of  the recovery. 

Although the change 
in business confidence 
between Q1 and Q2 2014 is 
statistically negligible, this 

stability is 
the result 
of  dwindling 
business opportunities 
and an improving 
investment environment 
cancelling each other out.

Manos Schizas, senior 
economic analyst at ACCA, 

said: ‘After a year of  
solid improvement, it’s 
clear that 2014 is not going 
to be anywhere near as 
benign. Many of  the sources 
of  good news in 2013 – 
including large financials 
and austerity survivors such 
as the UK and Ireland – are 
turning negative again.’

The survey shows 
growing business dynamism 
around the world, with 
North America and South 
Asia leading the charge in 
terms of  capital spending, 
new orders and headcount. 

For the Ireland 
perspective see ‘Decline in 
optimism’, page 8. ■

More on the survey at www.
accaglobal.com/ab129

▼ PLain EnGLiSH
From left: Alfie Redpath, 
facilitator with MaST Ireland; 
John O’Flynn, treasurer at 
Ryanair; with Andrea Corrigan, 
ACCA Ireland, at the recent 
Plain English writing skills 
workshop for ACCA members 
at Ryanair HQ

Recovery falters

Latest Global Economic Conditions Survey 
records dip in business confidence
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ACCA has published its integrated report for the 
2013/14 financial year. Highlights include the opening 
of a Myanmar office, Council meeting in the Middle 
East, and the successful conclusion of ACCA’s four-
year strategic plan to become the leading global 
professional body in reputation, influence and size. 

The report was compiled in accordance with the 
International Integrated Reporting Council’s framework.
http://annualreport.accaglobal.com

MOOC doors swing open

ACCA has teamed up with 
the University of Exeter 
Business School and 
online learning platform 
FutureLearn to launch 
a massive open online 
course (MOOC). 

The initiative, which is 
free and open to anyone in 
the world, helps students 
understand how to run a 
business. 

The eight-week 
Discovering Business in 
Society MOOC offers the 
opportunity to learn the 
principles of  business 
to everyone, including 
prospective undergraduates, 
working professionals and 
people looking to return to 
work after an absence. 

For those interested in 
seeking a route to ACCA 

membership, the MOOC can 
be a starting point. 

‘The whole point of  this 
MOOC is that it is all-
encompassing,’ said ACCA 
executive director – strategy 
and development Clare 
Minchington (pictured). ‘It 

can be a way for someone 
looking to begin their 
journey into the finance 
profession with ACCA, but 
equally it could be useful to 
someone seeking to start 
a business to get a better 
understanding of  what’s 
involved, or a parent looking 
to return to work with a new 
set of  skills.’

Topics covered include 
purpose and types of  
business organisation, the 
changing world of  business, 
environmental, economic 
and governance issues. 

MOOC students who pass 
the optional examinations 
can claim exemption 
from the ACCA F1 paper, 
Accountant in Business.

More at tinyurl.com/
MOOC-launch

Collaboration with FutureLearn and University of Exeter Business 
School brings free Discovering Business in Society course for all

InSIDE 
ACCA
65 Events
ACCA Ireland’s key 
member events
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22 President The 
key themes for the 
new incumbent will 
be ethics and the 
accountant, and 
improving public 
sector efficiency and 
effectiveness

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 
170,000 members 
and 436,000 
students throughout 
their careers, 
providing services 
through a network 
of  91 offices and 
active centres. 
www.accaglobal.com 

ACCA OnLInE 
COnFErEnCE

Corporate culture, 
sustainability and global 
business service models 
were among the issues 
discussed at ACCA’s sixth 
annual Accounting for 
the Future global virtual 
conference, which is now 
available online.

The four-day event, 
which took place between 
15 and 18 September, 
offered global content in 
video and audio webcasts, 
which were delivered live 
and on-demand. 

Experts shared the 
latest insights on how 
businesses need to adapt 
to meet the future needs of  
stakeholders, regulators, the 
economy and the public.

Visit www.accaglobal.
com/accountingforthefuture

8,325
In June 2014 a record 
8,325 students 
successfully completed 
their final ACCA exams. 
The sitting saw 190,000 
candidates around the 
world take more than 
330,000 papers, often 
online – an additional 
53,000 sat computer-
based exams.
www.accaglobal.com/
ab127
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