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CROSS-BORDER UNION
There is a certain affiliation between businesses north 
and south of the border unique to this side of the 
world. The better our cross-border trade becomes, the 
stronger both economies will be in terms of exporting 
globally. This month we feature a powerful female duo 
at the forefront of the enterprise-trade developments 
in both the Republic and Northern Ireland. Northern 
minister for trade and employment, Arlene Foster, 

discusses the mutual cross-border benefits for small to medium-sized 
busineses, both sides of the border, and outlines how IntertradeIreland and 
Microfinance Ireland in the Republic, which coinicide with Invest NI and British 
Business Bank start-up schemes in the North, are providing financial and 
innovative support and opportunities for these smaller enterprises. 

As mentioned last month, Julie Sinnamon is proving to be quite influential 
already, only eight months into her tenure as CEO of  Enterprise Ireland. The 
positive annual results from last year means there is a strong backbone for 
Sinnamon to work off  and in the focus interview this month, she outlines her 
ideas for creating sustainable and profitable markets for the Irish agricultural 
and food sectors and also how she wants to continue focusing on attracting 
international entrepreneurs to Ireland. Working closely with Foster on trade 
schemes and initiatives, Sinnamon (who is from Co Down) is promoting 
entrepreneurship across all levels of  society, and ensuring Enterprise Ireland 
keeps the solid economic relationship it is consistently building with the North.

On the back of  Rory McIlroy recently winning the recent 2014 Open 
Championship in golf, we thought it apt to feature Padraig Harrington, the 
popular Irish golfer and former twice-winner of  the Open Championship, and PGA 
Championship winner. Harrington is also an ACCA member and he shares his 
different reasons for pursuing golf  as a professional career. 

Shauna Rahman, Ireland editor, shaunarahman@ifpmedia.com
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▼ CASH-POOR
According to the Central Statistics 
Office, gross disposable income of Irish 
households was €22.2bn in the first 
quarter of this year, a fall of €1.1bn on 
the previous quarter

► CONFLICT  
OF INTEREST 
Protests take 
place all over the 
island of Ireland for 
peace in Gaza

► ALL-CONSUMING 
Minister for jobs, enterprise and innovation 
Richard Bruton announces the merger of 
the National Consumer Agency and the 
Competition Authority on 31 October to create 
‘a powerful consumer watchdog’
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▲ NO FAKE ID HERE
Irish female entrepreneur Dee O’Leary, is founder of IDME, which 
produces identity wristbands for children. A panel of top US 
businesswomen at the recent Cork Foundation networking event, 
selected O’Leary to travel to the US this December, where she will 
meet industry leaders to help her expand her business

▲ GOOGLE PAYS UP
Google Ireland paid €27.7m in Irish 
corporation tax in 2013, up from €17m in 
2012, according to financial accounts filed 
at the Companies Registration Office

▼ AIRLINE MEANS BUSINESS
Ryanair aims to take 75% of all 
business travel from other airlines 
operating between Ireland and the 
UK over the next five years, it stated, 
after delivering successful first-
quarter results
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to lend to SMEs at the 
present time. The Joint 
Committee on Jobs, 
Enterprise and Innovation 
called on lenders not to 
put otherwise viable SMEs 
into liquidation because of  
legacy loans. It proposed a 
mentoring programme of  
small firms by experienced 
entrepreneurs.

RSA CHIEF APPOINTED
Steve Lewis FCCA has 
been appointed CEO of  the 
RSA Group for the UK and 
Western Europe, joining 
from Zurich Insurance, 
where he was CEO for UK 
general insurance and 
shared services. Lewis 
will have responsibility for 
the RSA and MORE TH>N 
brands as a member of  
the group executive team. 
RSA has been rocked by 
disclosures of  accounting 
irregularities in its Irish 
division, which were 
associated with losses 
of  around £200m. RSA 
has warned of  potential 

TULLOW LOSES CASE
Irish-based energy explorer 
Tullow Oil has lost a legal 
case in Uganda, which 
could generate a US$407m 
tax bill for the company. A 
Ugandan court has ruled 
arrangements under which 
Tullow avoided a capital 
gains tax liability after 
it sold stakes in local oil 
fields to Total in 2012, as 
unlawful. An exemption was 
awarded at the time by the 
then minister of  energy, but 
the court has ruled that the 
minister was not empowered 
to make this decision. Tullow 
Oil intends to appeal the 
judgement.  

OIREACHTAS CALLS FOR 
LOAN EXPANSION
A committee of  
the Oireachtas has 
recommended the expansion 
of  loan finance to SMEs 
from outside the banking 
sector. It expressed concern 
at the lack of  competition 
for lending and the weak 
capacity of  Irish banks 

regulatory action against 
the company as a result of  
its accounting failures in 
Ireland.

RSM FGS SELLS 
INSOLVENCY DIVISION
RSM Farrell Grant Spark 
has sold its restructuring 
and insolvency division to 
Duff  & Phelps as part of  a 
programme to exit non-
core activities. It will focus 
instead on expanding its 
international audit, tax and 
corporate finance practices. 
Restructuring and insolvency 
accounts for about 20% of  
RMS FGS’s turnover. The 
three partners and another 
53 professionals in the 
restructuring and insolvency 
division have transferred to 
Duff  & Phelps, which now 
comprises more than 200 
specialists worldwide. 
 
FPM JOINS PKF
Newry-based accountancy 
firm FPM has joined the 
PKF International network. 
FPM also has offices in 

Belfast, Dundalk and 
Dungannon and will be 
the only PKF member firm 
based in Northern Ireland. 
It will operate alongside 
PKF Littlejohn, PKF Cooper 
Parry and PKF Johnston 
Carmichael in the UK 
market. Feargal McCormack, 
managing director of  PKF-
FPM Accountants, said 
that it would remain an 
independent firm within 
the PKF network. PKF 
International CEO, John Sim, 
said the network is seeking 
to recruit another three or 
four firms in Ireland and the 
UK over the next year.

 
DELOITTE ACQUIRES 
KAVANAGH FENNELL
Deloitte has agreed to 
acquire Dublin-based 
restructuring specialists 
Kavanagh Fennell. All 
Kavanagh Fennell partners – 
Tom Kavanagh, Ken Fennell 
and David Van Dessel – join 
Deloitte as partners, working 
within Deloitte’s insolvency 
practices. The 53 Kavanagh 

News round-up
This month’s stories include Deloitte opening a new centre of excellence for its digital 
operations in Belfast, and a recent report shows a significant rise in FDI in Ireland

TRENDS Traditional career models may soon be a thing of the past, and many of tomorrow’s 
job titles and roles may have not even be thought of yet, according to PwC’s report 

German worker says 
best yet to come after 75 
years with same company

US$10 tablet computer 
comes onto market

Hanoi factory workers start 
wearing sensors to gauge 

concentration and work rate

US Fortune 500 chief  
performance officer leads 

combined HR/finance

2015 2016 2017 2018

8 NEWS | ROUND-UP

ACCOUNTING AND BUSINESS



Fennell staff  will also 
transfer to Deloitte, creating 
an insolvency team of  more 
than 150 professionals. 
Deloitte’s managing partner 
Brendan Jennings said: ‘As 
Ireland’s recovery continues 
we anticipate a continuing 
demand for restructuring 
services and this acquisition 
more closely aligns our 
forensics and restructuring 
offerings to meet our 
evolving client needs.’

WHITE-COLLAR CRIME
The Central Bank has 
revealed that while 689 
reports were forwarded to 
the Garda Bureau of  Fraud 
Investigation, just two led 
to criminal prosecutions 
– a rate of  0.29%. One of  
those two cases led to a 
conviction, while the court is 
still considering the second 
case. Reform Alliance TD 
Lucinda Creighton said the 
low prosecution rate raised 
‘significant questions about 
[the] willingness to tackle 
white-collar crime’.

 
FDI JUMPS 42% 
More than 100 new foreign 
direct investments were 
generated in the first half  of  
2014, a rise of  42% over the 
rate in the same period of  
2013, reports the Industrial 

Development Agency (IDA). 
It says that 40% of  the 
additional investments came 
from new investors. IDA 
Ireland chief  executive Barry 
O’Leary said: ‘The value 
proposition Ireland offers 
global corporations, which 
rests on a complex blend 
of  a strong talent pool, a 
proven track record, strong 
technology infrastructure 
and a 12.5% corporate tax 
rate, continues to resonate 
with investors.’

US CONGRESS REPORT 
REVEALS INVERSIONS
A report from a US 
Congress committee has 
concluded that several 
major US corporations 
moved their domiciles to 
Ireland to avoid paying 
higher rates of  corporation 
tax in the US. Companies 
listed by the Congressional 
investigation of  having 
undertaken ‘inversions’ – 
buying smaller companies 
and then using their 
domicile for tax purposes – 
in Ireland include Medtronic 
(which has bought 
Covidien), Perrigo (which 
merged with Elan), Activis 
(which acquired Warner 
Chilcott) and Mallinckrodt 
(which redomiciled Questcor 
in an acquisition).

EY APPOINTS 675 
PARTNERS
EY has appointed 675 
staff  members as partners 
across its global network. 
This is a 33% increase over 
the number of  partners 
admitted in 2013 and 
marks the highest intake 
of  partners in EY’s history. 
Overall headcount in the 
firm is now 190,000. There 
were 295 new partners 
appointed in the Americas, 
237 in Europe, the Middle 
East, India and Africa 
(EMEIA), 115 in the Asia 
Pacific region and 28 in 
Japan.

GLENCORE ENDS ALL-
MALE STATUS
Glencore has lost its pariah 
status as the only FTSE 100 
company without a female 
director. Patrice Merrin 
has been appointed to the 
board as an independent 
non-executive director 
with immediate effect. 
With extensive experience 
in the mining and natural 
resources sector, Merrin 
was also a member of  the 
Canadian advisory panel on 
sustainable energy science 
and technology. According 
to the latest BoardWatch 
analysis, published in May, 
women occupy 26.9% of  

non-executive positions on 
FTSE 100 companies. They 
hold 6.9% of  executive 
directorships.

LLPs MAKE CASH CALLS
Many accountancy firms 
have been forced to make 
cash calls on their partners 
in response to new tax 
laws, a survey conducted 
by Accountancy Age has 
revealed. The survey found 
that 21 of  the 49 LLPs in 
its survey of  top firms have 
made cash calls. Many 
law firms are also making 
cash calls on partners after 
changes in tax legislation 
led to more partners being 
taxed as employees.

CCAB WANTS CLARITY 
The CCAB has called 
for improvements in 
the administration of  
anti-money laundering 
rules, including greater 
information-sharing between 
key agents. Its report, 
Coming out in the wash, 
calls for more consistent 
regulatory interpretation 
across the financial services 
sector. It also urges 
regulators to ensure that 
unqualified accountants 
are subject to the same 
professional standards as 
qualified accountants.

The future of work: a journey to 2022. The study looks at how disruptive new technologies, data analytics and social 
media will affect how people communicate, collaborate and work – and how the talent pipeline may respond.

Doctor in China carries out 
remote surgery on patient 

in Ghana

Campus riots as students 
lose patience with lack of  

job opportunities

Licences granted for 
driverless cars

Opening of  world’s first 
fully automated and 
robot-served hotel 

2019 2020 2021 2022

»
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announced. As 13 of  these 
partners are women and 
eight from ethnic minorities, 
this has added to the firm’s 
diversity profile. More than 
30% of  EY’s leadership 
team are now women. 
Deloitte has appointed 65 
new partners – its highest 
number for a decade – and 
announced it is taking on 
1,750 entry-level employees.

KPMG IN AUDIT WIN
KPMG has been appointed 
auditor of  Smith & 
Nephew following a 
competitive tender. EY 
and its predecessor firms 
had audited the company 
since its foundation in 
1937. KPMG has also won 
the audit contract for the 
Arrow Group, in place of  
Deloitte. In another audit 
loss, WH Smith replaced 
Deloitte with PwC. PwC 
withdrew as auditor of  
FTSE 250 company Dignity, 
following the company’s 

HMRC SEEKS ACCESS 
HMRC is seeking powers 
to access taxpayers’ bank 
accounts, its chief  executive 
Lin Homer told the House 
of  Commons Treasury 
Select Committee. If  the 
powers are granted, HMRC 
will examine bank accounts 
to determine if  taxpayers 
can repay outstanding 
debts without being caused 
hardship. Homer said the 
powers would be used 
sparingly, targeting ‘a small 
number of  people wilfully 
not paying their taxes’. 
ACCA and other professional 
bodies have raised concerns 
about the changes. ACCA 
head of  taxation Chas 
Roy-Chowdhury said HMRC 
was ‘knocking on the door 
of  the constitutional’ and 
called for safeguards in the 
implementation.

ROBERT WALTERS RISE 
Robert Walters has reported 
a profit rise of  5% in the 
second quarter, benefiting 
from a strong demand for 
accountants. The group 
said it had achieved seven 
successive quarters of  net 
fee income growth. 

68 PARTNERS FOR EY
EY appointed 68 partners 
to its UK business last year, 
comprising an all-time high 
of  39 new admissions and 
29 who came direct from 
competitors, the firm has 

cap of  50% on non-audit 
work. EY won the new 
audit. Research from 
Bloomsbury Professional 
found that fewer than 3,000 
– 6% – of  49,000 large 
and medium companies 
reviewed changed auditors 
in 2011/12.

PRUDENCE REVISITED
The concept of  prudence 
is likely to be reintroduced 
into the IFRS conceptual 
framework. A meeting of  
the International Accounting 
Standards Board (IASB) 
‘tentatively agreed’ to 
reintroduce prudence, 
describing it ‘as the exercise 
of  caution when making 
judgments under conditions 
of  uncertainty’. The IASB 
added: ‘The exercise of  
prudence is consistent with 
neutrality and should not 
allow the overstatement 
or understatement of  
assets, liabilities, income 
or expenses.’

IFRS 9 ISSUED 
The IASB has completed 
its revision of  key reporting 
standards that may have 
contributed to the financial 
crisis. The last stage of  
its revision response – the 
new IFRS 9 standard – 
provides what the IASB 
described as ‘a logical 
model for classification 
and measurement, a 
single, forward-looking 
‘expected loss’ impairment 
model and a substantially 
reformed approach to 
hedge accounting’. The 
new standard comes into 
effect in 2018, with early 
application permitted. A 
survey by Deloitte found that 
banks expect the IFRS 9 loss 
accounting rules to require 
as much as 50% higher loan 
loss provisions, requiring 
greater capitalisation. More 
at www.ifrs.org ■

Compiled by Paul Gosling, 
journalist

DELOITTE OPENS BELFAST HUB 
Deloitte has opened an analytics and digital hub 
in Belfast as a centre of excellence for its digital 
operations. The office is part of a programme to create 
500 UK jobs focusing on digital analytics, of which 177 
will be based in Belfast with the rest in London. Dr 
Danny McConnell, partner at Deloitte, said: ‘[The hub] 
represents a fantastic investment in Northern Ireland, 
in Belfast and in the skills developed in our colleges. 
It’s a huge vote of confidence in Northern Ireland.’
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EYES ON THE ‘PRISE’
Enterprise Ireland’s CEO Julie Sinnamon is enthusiastic about the future of Irish 
entrepreneurs and start-ups expanding on a global scale

2014
Enterprise Ireland 2001-2014: 

Appointed CEO in 2013

2010
Executive director, global business 

development

2007
Executive director, entrepreneurship, 
regional development, human resources

2004
Head of corporate development and HR

2003
Head of strategic change unit

2001
Manager, investment services

1999
Forbairt 1994-2001: Manager, food and 
natural resources division

1997
Manager, commercial evaluation 
department

1994
Manager, enterprise and regional 
development

1982
IDA 1982-1994: Development adviser

S
ince taking over the role of CEO from Frank Ryan 
at Enterprise Ireland in November 2013, Julie 
Sinnamon is relishing the ongoing challenges she 
faces every day while overseeing the development 

and growth of Irish enterprises in both local and 
international markets. 

‘In IDA I was responsible for a business portfolio at both 
national and multinational levels. However, when IDA split 
into two agencies I realised I got more of  a “buzz” from 
working with indigenous and start-up companies. This 
meant that when this role in Enterprise Ireland came up, it 
was an easy decision for me to go for it.’

Importance of  the mid-tier level
‘In 2013, Enterprise Ireland supported 104 new high-
potential start-ups and 80 smaller start-ups. This shows our 
dedication to the new lifeblood going forward for the future. 
You then have the more established middle-sized companies 
which have, in my opinion, extensive future potential. 

‘These are mid-sized engineering companies, who have 
developed excellent products with their own IP, and we 
need to help scale them. They have developed a position 
already in the export markets and it is our responsibility 
to help them increase in size and productivity at a fast-
developing rate. 

‘Take the likes of  Combilift in Co Monaghan, which 
manufactures forklift trucks and is now the global leader in 
the long-material handling sector; Dairymaster in Tralee, 
which has stayed focused on our strong Irish-agricultural 
history, while developing equipment which can be used 
globally – they have already put a ‘dent’ in the exports 
industry; and McHale in Mayo, who are manufacturing 
agricultural machinery using their own unique technology 
for local farmers, international agri contractors, and 
custom managers. 

‘These are just the cusp of  the mid-tier market, where 
they employ hundreds of  people and are already well-known 
on a global scale. We want to support them to ensure 
sustainability on an international level. 

‘We are focused on helping those in more remote 
regional areas. Our experience and funding needs to filter 
down to these areas in addition to our bigger cities. Once 
we can help the smaller companies achieve medium-sized 
status, we can focus on helping the larger ones become 
more self-sufficient.’

CV

Irish agri-food potential
Food is the largest sector of  Irish enterprise. Sinnamon 
says Enterprise Ireland is consistently working with Irish 
food companies to help fund their growth. ‘We have helped 
the CEOs and management teams in this industry to help 
accelerate their expansion plans through a three-week 
programme provided by the IMD school in Switzerland, » 
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including the Kerry R&D investment from the Kerry Group 
and Glanbia’s €157m development scheme for the Belview 
plant in Kilkenny, are major achievements for the growth of  
this sector. To go forward in this industry, we can be proud 
of  our Food Harvest 2020 blueprint, another “first” from 
Ireland, and a first in the world; we are leading success in 
food and will continue to do so,’ she concluded.

Entrepreneurship: female strategies
Sinnamon has taken a specific interest in Enterprise 
Ireland’s Strategy for Female Entrepreneurship since 
beginning her tenure as CEO. Having the guidance of  expert 
mentors, and also female business role models in Ireland, 
can provide women in Irish start-up companies with the 
support and confidence they need to develop their skills 
and expand their knowledge of  how they can grow their 
companies and be successful, says Sinnamon. 

‘I regard highly the job of  “role model” for women in 
business in Ireland. Recently we announced the out-turn for 
2013 and this showed how we helped more than 40 female 
entrepreneurs to get started and to avail of  Enterprise 
Ireland support programmes. 

‘Our programmes are designed to respond to the needs 
of  business women, as highlighted by our research findings. 
This includes female-only calls for funding and appropriate 
networking events for those looking to meet like-minded 

fellow female entrepreneurs. 
‘We sponsor a Going for Growth 

programme running also, where 
established female businesswomen act 
as mentors to start-up companies and 
help advise and guide them to grow 
their businesses. 

‘We also encourage women to get 
involved in the DCU Ryan Academy’s Propeller Venture 
Accelerator, which is a leading start-up accelerator investor 
in Ireland run for entrepreneurs, who have qualified access 
to the expertise and networks of  experienced entrepreneurs 
and C-level mentors.

‘A key priority for us is to promote Ireland as an excellent 
location in which to start a new business, targeting 
internationally mobile entrepreneurs to come to Ireland to 
set up. Last year we supported 17 new start-ups under this 
initiative. It continues to be a priority for us to attract the 
brightest minds to work in Ireland, as well as optimising on 
the talent we have here. 

‘We are working with the government and third level 
institutions around Ireland to encourage entrepreneurship 
among graduates as a career option by launching the 
Competitive Start-up Fund (CSF) in tandem with the 
government’s Youth Entrerpreneurship Fund, which was a 
key part of  the Action Plan for Jobs 2014. We want anyone 
who may have an idea for a new business to know that there 
are facilities and funding available in Ireland and to come 
forward for assistance.’

under the Leadership 4 Growth Programme, which was 
launched in 2011. In relation to research and innovation, 
we have expert advisers on hand to help our clients develop 
a competitive edge and to guide these companies towards 
future growth.

‘The main areas we are focusing on in this industry are 
research and innovation – helping companies use R&D to 
further develop their products. We are working collaboratively 
to progress relationships between the third level sector and 
companies through research programmes such as Food 
Health Ireland, involving UCD, UCC and Teagasc, where they 
are helping to put together a research plan to make sure 
we are clued into what our food industry priorities are for 
the future. We are working really closely with Bord Bia also 
to implement the Food Harvest 2020 agenda, as this is a 
blueprint available for all agencies to follow.

‘But what does Ireland have as a unique standpoint in 
the global agri sector? We have a grass-based production 
system for our milk and that means we have a competitively 
priced, good quality, natural raw material. If  you take Bord 
Bia’s Origin Green agenda, the voluntary sustainability 
programme for the Irish food and drink industry, which was 
introduced in 2012, it has committed to a new sustainability 
plan for 2013–17 focused around three pillars of  activity 
– environmental, ethical procurement and community 
initiatives – and is a global first for any country to follow. We 

have so much expertise and skill in this sector as we have 
such a history of  agri food. It really is ingrained in us and 
is the real essence of  the country to be close to nature and 
produce high-quality products.

‘Of  all our sectors in Ireland, agri food is where we have 
global players in both the dairy and beef  industries, which 
are capable of  demanding a premium in other countries. 
The reason I have a strong interest in food – and I will step 
on every platform and say this – is not because I worked for 
so many years in Enterprise Ireland’s food division, or that I 
grew up one of  13 children, in a rural area in Co Down, with 
a family in farming and food production – it is because it is 
such an essentially important industry to Ireland. 

‘If  the food industry does well abroad it has a massive 
impact on other industries in Ireland. The level of  
purchasing is like no other and it impacts every town and 
village in Ireland, not just the bigger cities. I have been 
working within the food industry for 30 years now and I 
have been hearing a level of  confidence and optimism that 
is stronger than I have ever heard at any time throughout 
my career. The fact that we won key mobile investments 

▌▌▌’WE WANT ANYONE WHO MAY HAVE AN 
IDEA FOR A NEW BUSINESS TO KNOW THERE ARE 
FACILITIES AND FUNDING AVAILABLE IN IRELAND’

14 FOCUS | INTERVIEW

ACCOUNTING AND BUSINESS



North-South symbiotic relationship
Sinnamon is keen to stress the importance of  Enterprise 
Ireland’s positive relationship with Northern Ireland as it 
works closely with Invest Northern Ireland on programmes 
beneficial to companies both north and south of  the border.

‘Invest NI companies would be involved with our 
Leadership 4 Growth programme for CFOs and we also 
have an Accelerated Growth programme with Cambridge, 
where many of  our companies would participate alongside 
UK and NI companies. There is a very close collaborative 
relationship since the Queen’s visit and the Irish president’s 
visit to the UK. We had our first joint trade mission this 
year in February with minister for jobs Richard Bruton, NI 
minister for enterprise Arlene Foster and the UK minister 
for transport Stephen Hammond attending together, with 
the aim of  improving the relationship between the aviation 
sector on these islands and abroad.’

Business family ties
An important influence and constant support to Sinnamon is  
her husband, Clive, who is director of  corporate banking at 

Scotia Bank (Ireland). ‘Our life experiences have shaped us 
into an effective partnership! 

‘We have established a modus operandi between us 
as equal partners – equally ambitious for ourselves and 
each other.’ 

So, are Sinnamon’s children following her lead into the 
entreprenuerial world? ‘Well, my daughter Rebecca is an 
accomplished jazz singer, who is focused on making singing 
her career – a brave, ambitious step, so in essence a creative 
entrepreneur! 

‘My son Conor is studying for his Leaving Cert and he 
wants to explore the business side of  life also, so yes, I 
suppose they both are following in my footsteps in some 
ways. I really feel it is so important to love your job as you 
spend most of  your life doing it. 

‘If  there was ever any piece of  advice I would give to a 
budding graduate, it would be to find something you love to 
do, because you are far more likely to be good at something 
if  you enjoy doing it. The rest will fall into place.’ ■

Shauna Rahman, editor, AB.IE
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IRELAND’S CROSS-
BORDER ECONOMY
Cross-border trade in Ireland in manufactured goods alone is worth about E3bn a year 
and growing by 10% a year; so what are the economic benefits?

Unified trade interests across the board
The economic benefits of  cross-border trade outweigh 
any political difficulties between the two governments that 
might continue to exist. Arlene Foster is Northern Ireland’s 
minister for enterprise, trade and investment and a leading 
member of  the Democratic Unionist Party (she is tipped, 
from time to time, as the most likely next first minister of  
Northern Ireland – a role she has previously filled on an 
interim basis).

Foster insists that doing business with the Republic of  
Ireland creates no problem for a loyal unionist. ‘Cross-
border trade is to the benefit of  the people on both sides of  
the border,’ she says. 

‘We want to do business with our nearest neighbour. It 
is the first export destination for companies here. That was 
part of  the problem when the recession hit and companies 
here had difficulty getting paid.’

What is more, stresses Foster, she works very well with 
her counterpart in the Republic, the jobs, enterprise and 
investment minister Richard Bruton. She explains: ‘The 
minister and I have a very good relationship. We went on 
a joint trade delegation in February to Singapore, which 
worked very well. While we are competing in some areas, we 
also have companies that complement each other. That is 
the secret, to concentrate on where we can help each other, 
rather than on competing against each other.’

A spokeswoman for Bruton agrees, saying that cross-
border trade is also a recognised priority for the Republic’s 
government. ‘North-South economic cooperation is a priority 
of  Bruton and the Department of  Enterprise as well as other 
departments and ministers across government,” she says. 
‘To this effect, there is ongoing dialogue between relevant 
ministers and officials, North and South, to promote 
economic development, job creation and innovation on 
a cross-border basis. The development of  an all-island 
economy will play a key part in driving economic recovery 
for Ireland, particularly in the border region.’

But, at least as far as the South is concerned, cross-
border trade is also very important for political reasons. 
Bruton’s spokeswoman explains: ‘The level of  trading 

T
rue, the financial meltdown had a serious impact 
on North-South trade, with most of that pain felt by 
northern firms, which lost exports to the Republic. 
Indeed, some large northern companies went bust 

because of their over-dependence on a previously booming 
southern market, particularly in the construction sector.

However, the overall picture is clearly positive, with cross-
border trade rising significantly in recent years. Despite the 
border, the reality is that Ireland is operating more as a single 
economy today than at any time since partition – albeit one 
economy with two currencies and two legal systems.

► MUTUAL BENEFIT 
Arlene Foster: Unionists 
have no problem doing 
business with the Republic
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between the two jurisdictions has wider significance in 
that it helps build North-South links in a tangible way 
on the ground between companies and has a knock-on 
positive economic effect on communities on both sides of  
the border. 

‘Such cooperation helps implement and build on what 
has already been achieved in developing North-South 
relations on the island of  Ireland. The minister and the 
department will continue to work diligently with our 
counterparts in Northern Ireland to increase the economic 
benefits – especially on trade development and job creation 
– which can accrue from practical cross-border cooperation.’

InterTradeIreland opportunities
The lead role for the promotion of  cross-border trade 
is undertaken by the agency InterTradeIreland, which is 
funded by the two governments. It wants more firms in both 
jurisdictions to recognise the benefits that can be obtained 
by looking across the border. 

Strategy and policy director Aidan Gough explains: ‘The 
cross-border market offers immense opportunities for 
businesses, particularly small ambitious businesses, to grow 
their markets and their businesses through exporting. It can 
be the first step in an export strategy that can lead to export 
success in more international markets. Many businesses 
have followed this pathway to growth and InterTradeIreland 
through its programmes is encouraging and supporting 
more businesses to start this journey.

‘Innovation is another characteristic of  ambitious growing 
businesses. Our research has shown that many small 
businesses, in particular, have the ambition to innovate, 
but not necessarily the capabilities and connections to 
do so successfully and consistently. InterTradeIreland’s’ 
range of  cross-border supports for innovation will help 
such businesses get the capabilities they need and the 
connections to maximise their potential.

‘The benefits from increased trade can be seen in 
increased investment, increased jobs and a growing 
economy.  Exporting companies are three times more 
likely to be growing, and therefore creating jobs. However, 
the benefits aren’t limited to increased trade solely, as 
innovation is also vital for growth. 

‘InterTradeIreland aims to develop a system of  open 
innovation across the island with the firm at the centre, 
connecting these firms to key innovative partners such as 
research institutes, other firms, financial service providers, 
business service organisations and innovation support 
agencies no matter where they are located on the island. 
To date, InterTradeIreland has advised nearly 25,000 
businesses – 6,000 businesses have taken part in our 
programmes, generating about €1bn of  additional business 
and sustaining 3,000 jobs.’

Both enterprise ministers strongly praise the work of  
InterTradeIreland. Bruton’s spokeswoman says: ‘The work 
of  InterTradeIreland plays a significant role in helping SMEs 
to overcome uncertainty about taking that first step towards 
engaging in cross-border trade, a step that can ultimately 
lead firms to trade successfully off  the island. 

‘This is a very welcome benefit of  cross-border 
trading, particularly at a time when the government is 
focusing on every opportunity to increase Irish exports and 
create jobs.’

Foster is also a strong advocate. ‘InterTradeIreland helps 
with trade both ways,’ she says. ‘It is often seen as helping 
businesses in the North to trade with the South, but it 
also helps businesses in the Republic to trade in Northern 
Ireland. That is to the benefit of  everybody. I like the way 
InterTradeIreland helps companies to deal with government 
procurement, which, heaven knows is complicated enough. 
That gives companies the confidence to deal with that 
process. We want InterTradeIreland to add value to what the 
companies already do.’ »
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have no property overhang, people are finding banks are 
willing to talk to them. Those businesses with property 
overhang and with debt arrears are in big difficulty. We are 
trying to ensure that SMEs do have access to finance.’ She 
points to the Invest NI Loan Fund and the UK government’s 
new British Business Bank start-up scheme as examples of  
the support available. 

Meanwhile, Bruton’s office quotes 28 projects, which his 
department co-funds with the EU, that promote cross-border 
trade, including projects that address barriers to trade faced 
by micro-enterprises in border counties. Other projects 
assist with market entry support, developing cross-border 
linkages, business support mentoring, capacity building for 
SMEs, schemes for assisting specific enterprise sectors, the 
provision of  two enterprise centres and a new cross-border 
science park, part-located in Derry-Londonderry and part-
located in Letterkenny in Donegal.

Despite this array of  schemes, InterTradeIreland 
recognises that finance remains a barrier to increased cross-
border trade. Its research indicates that many small firms 
are unaware of  the support that is available for cross-border 
trade. Consequently, it is developing alternative finance 
sources including an angel investor community across the 
island that can inject equity finance into growing businesses. 
InterTradeIreland is asking accountants to make themselves 
fully aware of  all the available sources of  finance and to 
refer clients to them for support. 

While some barriers do exist to 
cross-border trade, it is the easiest and 
cheapest way to get into exporting and 
it often provides the best opportunity 
for a business to expand its market. 
The message is clear: more firms 
should consider it. ■

Paul Gosling, journalist

Regulator harmonisation and 
ethical trade
Regulatory harmonisation is 
important, and is, to a large extent, 
resolved through the EU’s single 
market rules. However, regulatory 
barriers do exist – different 
financial regulators, different 
VAT and other tax systems, and 
different cultures and systems 
regarding credit terms. There 
are also differences in company 
registration North and South and 
different legal systems if  disputes 
go to court. InterTradeIreland 
encourages small firms to be aware 
of  these differences before they 
begin to trade cross-border and 
has published the Simple Guide to 
Cross-Border Business to provide an overview of  the different 
regulatory frameworks.

‘We want to make sure we have as little red tape 
as possible,’ says Foster. However, she warns the Irish 
government not to promote home products at the expense 
of  those from the North. Foster is thinking here specifically 
of  Ireland’s National Dairy Council’s role in providing a 
brand mark to provide ‘reassurance’ to consumers in 
the South that milk and cream has been produced in the 
Republic. This has been so successful in driving consumer 
behaviour that some retailers now refuse to take milk 
produced in Northern Ireland – leading to unhappiness in 
the North’s government.

‘I am disappointed,’ says the North’s enterprise minister. 
‘I think that is a very retrograde step that is damaging to 
Northern Ireland trade. That sort of  protectionism might 
work in the short term, but it won’t in the long term. I have 
reminded the Republic’s government that the UK is an 
important market for them and reciprocated protectionism 
would hurt businesses in the Republic.’

Both governments, though, are united on the need to 
ensure financial support is available to small firms to assist 
them with cross-border, international and domestic trade. 
The Republic’s Microenterprise Loan Fund delivered by 
Microfinance Ireland is one avenue for support. The North 
has similar schemes in place. Foster explains: ‘Access to 
finance is one of  our most pressing issues. As long as they 

Cross-border goods trade has been 
on a long-term upward trend since 
the mid-1990s, despite blips during 
the downturn from 2000 to 2003 and 
in the global recession from 2007.

It has been growing significantly 
since 2011. The total value of  cross-
border goods trade in 2012 was 
€2.83 (£2.29bn), an increase of  10% 
on 2011. InterTradeIreland reports 
that nearly two-thirds of  the exports 
by small firms in Northern Ireland 
go to the Republic and almost a sixth 
of  the exports by small firms in the 

Republic go to Northern Ireland.
InterTradeIreland says the 

greatest potential for increased 
cross-border trade lies with the SME 
business community. It argues that 
the economies of  both the South 
and the North need to export more. 
Its research found that 71% of  
businesses which now export beyond 
Ireland had positive experiences 
with cross-border trade, using it as 
an important stepping stone which 
strengthened their confidence to 
export globally.

TRADE ON LONG-TERM UPWARD TREND

▌▌▌‘THE CROSS-BORDER MARKET OFFERS 
IMMENSE OPPORTUNITIES FOR BUSINESSES… 
TO GROW THEIR MARKETS AND THEIR 
BUSINESSES THROUGH EXPORTING’
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Taking it to the top
Unqualified accountants hurt the profession and business at large, and we must convince 
government to give the issue the weight it deserves, says ACCA president Martin Turner

This is my last column as your president and I wanted to take this 
opportunity to record what a privilege and pleasure the past 
12 months have been.

One of  the great joys of  being president is having an 
opportunity to speak to members, hear your views 
and take those issues to a wider audience. ACCA 
is your body and I have been delighted to have 
had the opportunity to speak with a wide range 
of  influencers, policy-makers and other key 
stakeholders on your behalf.  

One issue which has arisen regularly among 
members in the UK and Ireland is that of  
unqualified accountants and the damage that 
they do to business and the wider economy, 
as well as the detrimental impact they have on 
our profession.

ACCA has campaigned on the issue for many 
years. Despite our lobbying efforts and those of  
other professional bodies, a legal definition of  
the term ‘accountant’ is unlikely to be formulated 
any time soon. 

We understand that governments are concerned 
that any definition may create problems for parts 
of  the profession. We were told some years ago that 
the use of  the word ‘chartered’ in our designation 
should be enough of  a differentiator for the public 
and businesses. I think we all know from experience 
that this is not the case. As long as anyone can legally call 
themselves an accountant – without training, qualifications 
or experience – the public will continue to be confused and 
unqualifieds continue to inflict damage on businesses, which 
ACCA practitioners will have to continue to rectify.

We also continue to argue the case – and ACCA is working on 
marketing collateral to highlight the benefits of  using a qualified 
accountant over that of  an unqualified. Practitioners have 
been closely involved in the process to tailor the design 
and messaging to your requirements. This material 
will soon be available online to download so 
accountancy practices can print it off  and 
use it as part of  their sales material.  

We will also continue to push the 
issue at every possible opportunity 
and work to get the subject to 
the top of  the political agenda. 
If  politicians claim they are 
business-friendly, they need to 
understand how unfriendly the 
situation with unqualifieds 
continues to be. ■

Martin Turner FCCA is a 
management consultant 
in the UK health sector
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A better pill to swallow?
This looks like it will be a record year for mergers and acquisitions in the Irish 
pharmaceutical and medical devices sectors, says Ian Guider

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

Days later the pharmaceutical firm 
Shire, which also has its official HQ 
in Dublin, announced it had received 
– and quickly rejected – a US$46.5bn 
(€33.9bn) offer from America’s AbbVie. 
While Shire said it wouldn’t agree 
to a bid at that price, it’s expected 
that AbbVie will continue to stalk the 
company until it’s successful.

These deals come off  the back of  a 
wave of  smaller takeovers of  Irish-
headquartered companies Warner 
Chilcott, Elan, Vidara Therapeutics and 
Paladin Labs in the last year or so.

In the past, the ‘mega-mergers’ in 
the pharma sector were driven by the 
desire to get access to potential new 
areas of  drug development. Now it 
appears to be driven by the need to 
find the lowest corporation tax rate by 
shifting head offices outside of  the US.

With the exception of  the failed 
Pfizer/AstraZeneca takeover, tax 
inversion has been mostly confined to 
Ireland. 

It appears we are the perfect place 
for the ‘so-called’ tax inversion. US 
companies can dramatically cut their 
corporate tax bills. At a time when 
pharma companies are looking to slash 
costs, as new drug pipelines dry up 
and generic pharmaceutical firms eat 
away at their core business, tax savings 
are providing significant synergies. 

Last year when Actavis snapped up 
Warner Chilcott it was estimated that 
its tax rate would fall to about 17% 
from 37%.

How many of  these companies have 
major and substantial operation or how 
many are brass-plaque offices where 
the odd board meeting is held?

Some of  these companies – 
Covidien, for example, with more than 
1,000 employees across multiple 
sites in Ireland – do have substantial 
operations here. But, there are also 
those who have moved in the last 
few years to take advantage of  the 

corporation tax regime.
All of  which will, once again, focus 

attention on Ireland in an area that it 
is desperately seeking to avoid. While 
pharma and med-tech companies 
may be paying the headline rate, the 
recent frenzy of  activity will, no 
doubt, fuel those in the US 
who see Ireland as the 
ultimate tax haven. 

And, of  course, 
all of  this is taking 
place against the 
backdrop of  the 
formal European 
Commission 
investigation 
into whether 
Apple secured 
a sweetheart 
tax deal from 
the Revenue 
Commissioners in 
breach of  state aid 
rules.

The mania for tax 
inversion has so far been 
confined mostly to the 
pharma industry and, 
while it is getting plenty of  
attention in Washington 
and the international 
media, it has yet to 
generate any official action 
to prevent it.

That said, if  other 
US companies were to 
go overseas shopping for 
a lower tax rate, there is 
no doubt, in the current 
environment and given the 
country’s image abroad, that 
Ireland could once again be 
in the spotlight. 

This might force the 
Irish authorities to examine 
just how much the drugs 
industry is contributing to the 
economy. ■
Ian Guider is business editor 
and business presenter on 
Ireland’s Newstalk 106-108fm 
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Glanbia is a global 
performance nutrition and 
ingredients group. Our 
products are sold in over 
130 countries worldwide 
employing 5,200 people 
across 32 countries. My 
current role is financial 
controller with the Glanbia 
Ingredient Technologies 
business unit based in 
South Dakota, US. I am 
responsible for management accounts, 
finance controls, implementation of  
business policies and general business 
activities of  our business unit.   
I received my ACCA Qualification 
through the Glanbia Graduate 
Development Programme and 
progressed quickly to the role of  
financial controller from there. The 
programme helped me expand my 
technical and commercial skillsets 
as well as providing me with 
international experience. 

Glanbia is a dynamic and ambitious 
organisation. I have been involved in 
a number of exciting projects such 
as the acquisition and set-up of new 
business units. These projects have 
afforded me the opportunity to really 
learn how the business operates on a 
number of  levels. 

On a personal level, I have learned 
the importance of  working hard and 
constantly striving to meet one’s goals. 
The difference between success and 
failure is the decision to keep trying 
even if, at first, you don’t succeed. I 
know that Glanbia will provide ample 
opportunities for me to advance and 
prosper if  I show the energy and 
commitment for the projects and 
roles I am given. 

Glanbia has transformed over the last 
decade. In 2013, Glanbia refocused 

‘ THE DIFFERENCE BETWEEN SUCCESS AND 
FAILURE IS THE DECISION TO KEEP TRYING’ 
MARCUS KENNEDY ACCA, FINANCIAL CONTROLLER, 
GLANBIA INGREDIENT TECHNOLOGIES, US

its business structure into 
four segments; namely 
Global Performance 
Nutrition, Global 
Ingredients, Dairy Ireland 
and Joint Ventures and 
Associates. 

Global Performance 
Nutrition and Global 
Ingredients are our 
primary growth platforms 
and represent in excess of  

75% of  total EBITA. 
There are specific global trends in 

nutritional and ingredients markets 
that are driving demand and structural 
change in consumer needs and, as a 
consequence, markets. 

Glanbia’s current business portfolio 
is uniquely positioned at the centre 
of  these trends. And as a result 
there is a robust market backdrop to 
support growth in our sector. For me 
in my role it’s about supporting the 
business growth strategy – which is 
part of  Global Ingredients, one of  the 
Glanbia key growth platforms. Within 
Glanbia, the development and growth 
of  existing and new markets through 
both organic growth and acquisition 
will be important.  

I have learnt that if you are ambitious 
and embrace challenges as 
opportunities to develop, then your 
career will continue to grow. My advice 
to graduates starting off  their career 
now would be to:

* be committed to and actively work 
on continuously improving yourself

* know how your business works – 
be knowledgeable in current and 
possible future policies, practices, 
trends and technology affecting the 
business

* take opportunities for international 
mobility and global business 
experience. ■

SNAPSHOT:
WORLD CUP OF 
START-UPS
With a prize fund of 
US$100,000, Startup Ireland 
is calling on Ireland’s best 
tech start-ups to compete for 
a presence in the ‘start-up 
World Cup’ taking place in 
Seoul, South Korea, on 24 
November 2014.

Run by Korea’s Dream 
Bank Foundation for Young 
Entrepreneurs in conjunction 
with the Startup Nations 
Summit, the competition is 
one of  the largest of  its kind 
in the world. Startup Ireland 
is inviting Irish tech start-
ups to compete for a chance 
to represent Ireland in their 
own competition, where the 
winner will represent Ireland 
and have their flight and 
accommodation, paid for. 
Entrants to the Irish leg will be 
judged on the areas involved 
in running a successful tech 
business, including having 
an understanding of  market 
needs, a strong business 
model, the ability to offer 
solutions to problems, and 
developing a competitive 
advantage over their 
biggest rivals.

Aside from having the 
chance to win US$100,000 
worth of  prizes in South 
Korea, participants in the 
world event could also win 
US$50,000 worth of  perks 
spread across the five best 
start-ups, including private 
investor pitch opportunities 
and mentoring sessions.

The view from
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THINGS 
work 

beTTer 
wHeN 

THey are 
compleTe

This applies to accountants too. ACCA 
accountants are complete finance professionals 
– thoroughly trained in all areas of business 
and finance including strategy and innovation, 
leadership and management, reporting, 
professionalism and ethics, taxation and audit. 
ACCA develops ‘business ready’ finance 
professionals who can help grow your business.

Find out more at 
accaglobal.com/complete

The global body for  
professional accountants 
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Payroll data analysis
Compliance and risk management when choosing the right payroll software and system 
for your business, are important writes Marc Whitney

the SME area. This however, doesn’t 
always mean it is the right software 
for your future payroll processing 
needs and one concern is that as your 
business grows, so do your payroll 
requirements. A flexible workaround 
needs to be put in place to process 
payroll correctly. 

HR payroll integration
For larger organisations (including 
multinationals) integration of  HR and 
payroll is becoming more and more 
popular. Enterprise HR systems such 
as SAP, Workday, Oracle, etc, don’t 
always have a payroll module to suit 
multiple tax jurisdictions so using 
in-country local payroll software that 
has the flexibility to capture some, or 
all of  the payroll data entered, is a 
significant advantage. If  companies 
choose a single HR payroll system 
they have automatic integration, 
which is hugely beneficial but if  your 
need in one of  the systems changes 
significantly you could be looking at a 
higher cost to maintain both.

More multinational companies 
may be looking at standardising 
the payroll process across their 
organisations and across tax 
jurisdictions where possible 
through single 
providers that 
use in-country-
providers to 
do the local 
processing. 
These projects 
may have the 
challenges of  
local requirements 
and diverse 

The phrase Big Data has been around 
for a while now and questions are 
always asked about what data is 
useful data.

Payroll captures of  lot of  critical 
data but has been the poor relation 
in terms of  data analysis. Companies 
can analyse payroll data, eg on a 
global level, and this top-level view of  
payroll can help to reveal patterns in 
labour costs at a country or continent 
level. This can help business owners/
stakeholders make better decisions 
on their cost-saving strategies and 
deployment of  resources.

Likewise for local payroll teams, 
post-payroll reports or files often 
produce large amounts of  data. The 
tools to organise and consolidate this 
data (for example across multiple 
payrolls under one PAYE number 
[entity]), provides an overall picture to 
the payroll, HR and finance teams.

Flexibility and integration
With so many different HR and 
finance systems, modern payroll 
software requires the flexibility to link 
or interface with other systems to 
facilitate functions such as employee 
self-service, online pay slips, time 
recording, (T&A) HR information and 
direct submission of  payroll journals. 
In addition, changes to banking 
payments process, national budgetary 
updates, and other legislation, eg 
local property tax (LPT), now means 
payroll software has to handle different 
requirements seamlessly. 

Similarly, the capture and collation 
of  data for processing requires 
flexibility as input can be submitted 
in many ways from many different 
sources. The tools needed to map data 
from other systems as well as provide 
‘out-of-the-box’ simplistic data capture 
tools are important. I don’t think 
there is one ‘most popular’ system 
and certainly one system does not fit 
all. Software companies that heavily 
advertise and brand ‘off-the-shelf’ 
products will most likely be the 
market leaders, particularly in 

software/hardware systems but the 
benefits are sufficiently known for 
some to have already taken the steps 
to centralise.

Expertise essential
For both local and international 
companies, compliance and risk 
management of  the payroll is of  major 
importance. Local legislation changes, 
updates to banking services, pension 
and share option plan requirements 
means many companies now need to 
ensure they have significant expertise 
in their payroll department to meet 
these requirements. 

There can be substantial financial 
penalties for failing to implement key 
points of  law, so these risks need 
to be mitigated for. High levels of  
security including audit trail logging, 
segregation of  duties (between 
processor and payer), and payroll 
approval/authorisation procedures 
are, and will be, of  significant 
importance for companies that use 

payroll software in-house or 
outsource. We can possibly 
see a wider adoption of  bill 
paying through payroll 
systems or increased use 
of  pay cards, as in the US. 

Real-time links
Finally, like our neighbours in the 

UK, real-time information (RTI) 
may be coming down the line. 
Providing RTI to Revenue 
automatically from payroll 
systems keeps records in sync 
and ensures more up to date 
taxpayer records under PAYE. 

With Revenue and social welfare 
now linking more and more, 

RTI could be used to ensure the 
correct and timely PAYE treatment 
of  social welfare disability and 

maternity benefits in addition 
to employer-paid incomes. ■

Marc Whitney is sales 
and marketing director at 

Jefferson Payroll, Dublin
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Pension contributions
Pension contribution is one of the most tax-efficient ways of extracting cash from your 
company. Sinead Cullen discusses the best ways to contribute

€540 – a 0.27% return. This may be 
considerably less than inflation.

Tax is only charged on exit from the 
life investment policy at 25%*** and 
the close company surcharge does not 
apply as the return is not considered 
income*. For companies, the current 
tax on the return (exit tax) is charged 
at 25% of  the gain. This is deducted by 
the life assurance provider and is the 
company’s final tax liability.

By choosing a life investment policy 
with a broad range of  investment 
options the company can diversify 
within the one policy rather than 
holding several different investments. 
Switching between investment options 
within the policy does not trigger a 
tax transaction or have to be reflected 
within the accounts. 

Attractive to all industries
Companies that invested with us are 
spread across various industries and 
can be new or long established family 
businesses. Each has its own approach 
with different levels of  risk and reward, 
so it’s important they choose funds 
with a level of  risk that’s right for them. 
The most popular investment choice 
we have seen is the synergy global 
absolute return strategy (GARS) fund. 
This may be because GARS has a target 
return of  cash^ plus 5% per annum 
(gross of  fees) over rolling three-year 

The recent reductions in standard 
fund threshold (SFT) have triggered 
a reduction in the monetary amounts 
some individuals (or a company on 
their behalf) are contributing to their 
executive and personal pensions. 
Today’s SFT is capped at €2m. At 
retirement the maximum value you 
should have across all your pensions 
is €2m (unless Revenue has approved 
a personal fund threshold for you). 
Any amount over this may be taxable. 
Owners of SME companies who 
fear they may be overfunding their 
pension often look to complementary 
financial strategies such as availing 
of retirement relief, ensuring there is 
cash in the company for future buy-
back of their shares, or contributing 
to a pension of a family member that 
works in the business. 

While the money remains in the 
company, they are faced with the 
challenge of  what to do with it, and 
how to get a potential return while 
considering the close company 
surcharge on investment income. 

Opportunities for companies
On this front we have seen a marked 
increase in the number of  companies 
investing in life investment policies. 
The reason is twofold. By choosing 
to invest long-term money in a life 
investment policy, close companies 
have the opportunity:
1 to achieve potentially higher returns 

than deposits
2 to make a tax-efficient investment, 

as the close company surcharge 
does not apply*.

Potential for better return 
The average interest rate for a new 
corporate term deposit is 0.45%** 
according to Central Bank figures. If  a 
company is a close company and does 
not distribute the deposit return, it 
will be subject to a 20% surcharge 18 
months after the accounting period in 
which it arose. This brings the effective 
tax rate up to 40%. So after deposit 
tax, returns on €200k are around 

periods. The property fund is also 
quite popular. There have been more 
pensions and tax changes in recent 
years than ever before so it is important 
to have an adviser that is worth their 
salt or has access to experts in this 
area. It is worth checking if  directors or 
employees could be overfunding their 
pension and that long-term surplus 
company money is working for them. 
I have seen over €50m of  companies’ 
money invested in recent years and 
expect this to continue in the current 
low interest rate environment.

When considering investing via 
life investment policies, I would 
recommend that you seek professional 
tax and legal advice as the information 
given here is a guideline only and does 
not take into account your particular 
circumstances. ■

Sinead Cullen is head of product 
development at Standard Life 
Assurance, Dublin

* As advised by external tax advisers. 

** Source: Central Bank of Ireland, Money and Banking 

statistics, May 2014 2012.

*** A deemed exit tax charge is only applied on any 

gain accumulated on each eighth year anniversary 

or deducted from any gain realised on withdrawal, 

death, assignment or maturity. 
^ As measured by the six-month European Interbank 

Offer Rate (EURIBOR).
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Irish Pensions Authority
With a greater emphasis on governance in all sectors of Irish society, and pensions being 
no different, Jerry Moriarty discusses how trustees need to be monitored

recent consultation looks to set out 
the steps the trustees should be taking 
to manage the financial risk of  a 
scheme. The DC consultation 
issued last year also had 
a lot of  focus on 
ensuring trustees 
were more 
professional 
in their 
approach and had 
the necessary skills to carry out 
their duties. 

In a recent court case, successfully 
defended by the trustees of  the 
Element Six scheme, the Court outlined 
the expectations it had of  trustees. 
The members of  the scheme sued the 
trustees for not demanding that the 
employer pay the full cost required 
to ensure the members received their 
benefit entitlement and for accepting 
the offer of  a lesser amount made by 
the employer. The court ruled that it 
could not take issue with the trustee 
decision not to issue a full contribution 
demand and to accept the offer made. 
In coming to this conclusion the court 
said that the trustees:

* were not influenced by conflict of  

duty or interest

* made a fair appraisal of  the 
situation as they saw it after making 
all reasonable inquiries

* acted honestly and in good faith

* later knowledge of  court is 
irrelevant 

* obtained best possible advice from 
expert sources

* did not take any irrelevant factor 
into account, and did not ignore any 
relevant factor

* weighting they gave to factors was 
not unreasonable.

The trustees appeared to be helped by 

A couple of consultation papers from 
the regulator, the Pensions Authority, 
on both defined benefit (DB) and 
defined contribution (DC)  
occupational pension schemes, as 
well as a draft European directive, 
is putting the running of schemes 
in the spotlight. As well as that, a 
number of court cases have been 
taken which have also highlighted the 
responsibilities of trustees.

the fact that they had obtained 
lots of  advice and, even more so, 
that they had evidence of  this. Trustees 
are always going to need advice, 
whether it is actuarial, investment or 
legal. They do, however, need to ensure 
they know the right questions to ask 
and how to evaluate the advice they 
get and act on it. They need to ensure 
they keep up to date with pensions 
legislation and practice and that they 
have good processes in place to record 
their decisions. There are minimum 
training requirements laid down by the 
regulator but diligent trustees will want 
to do more than that. 

The draft European Directive 
contains a provision that all trustees 
be professionally qualified. While it 
doesn’t specify what qualifications 
would be required, it may preclude the 
model we currently have of  employee 
and employer representatives. This 
model is also common in the UK and 
the Netherlands so it remains to be 
seen if  it remains in the directive. 

In the meantime, trustees do 
need to ensure they know what 
they are taking on and that they 
have the skillset to carry out their 
responsibilities and don’t fall foul of  
the regulator or the courts. ■

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

In the traditional model an employer 
set up a scheme for its employees and 
often the employer acted as trustee. 
It is now much more usual for a group 
of  individuals to make up a trustee 
board. This group usually comprises 
representatives of  the employer and 
the employees. 

Because of  the greater complexity, 
and particularly the difficulties around 
funding of  DB schemes, there is 
now much greater involvement of  
professional trustees. The Pensions 
Authority has been critical of  trustees 
for not properly managing risk and its 

▌▌▌THE DRAFT EUROPEAN DIRECTIVE 
CONTAINS A PROVISION THAT ALL TRUSTEES BE 
PROFESSIONALLY QUALIFIED
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At Russell Brennan 
Keane we provide 
taxation services to a 
wide range of SMEs and 
large companies as well 
as private clients. My 
role focuses primarily on 
ensuring that our client’s 
tax filings are kept up-
to-date. In addition, I am 
involved in assisting in 
considering and advising 
on the tax implications of  restructuring 
of  companies and providing ongoing 
taxation advice.

What attracted me initially to 
ACCA was its global reputation and 
also the flexibility that the ACCA 
Qualification afforded me. Pursuing 
accountancy with ACCA also provided 
me with a fundamental foundation 
in taxation which has enabled me 
to succeed in my professional taxation 
exams.

At the moment, it is noticeable that 
there are increasing numbers of 
companies from abroad setting up in 
Ireland. In this regard, it is important 
that we continue to invest time and 

‘ IT IS IMPORTANT THAT YOU ARE CONSISTENTLY 
EXPOSED TO NEW AREAS OF WORK OR STUDY’ 
DENIS FINN, TAX SENIOR, RUSSELL BRENNAN 
KEANE, DUBLIN

resources in continuing to 
attract foreign companies 
in order to boost job 
growth and recovery. 
In relation to SMEs, a 
big issue is ultimately 
cashflow and finance 
availability. 

I believe that the 
challenge that businesses 
face is to retain and 

grow their client base. However, 
Russell Brennan Keane is ideally 
placed to continue to provide advisory 
services. We understand local needs 
and markets, whilst also being able 
to provide relevant knowledge and 
expertise nationally.

Ironically, what I have learned over 
the past couple of years is to ensure 
that you are progressively learning. It 
is important that you are consistently 
exposed to new areas, whether you’re 
at work or studying for exams. In terms 
of  the ACCA Qualification, I would 
advise students to keep on top of  
studying from the beginning of  the 
course, as it will make life easier when 
preparing for each examination. ■

SNAPSHOT: 
CHARITY ACT

Although there is no official 
date for the Charities Act, 
enacted in 2009, to come 
into effect, the following are 
the 10 ‘musts’ that charities 
should complete before its 
commencement:
1 Ensure that you are 

registered with Revenue 
and have a CHY number 
– you can check at www.
revenue.ie/en/business/
charities.html 

2 Update the books. Make 
a formal record of  all 
assets and liabilities of  
the charity.  

3 Update your membership 
list. 

4 Update the company 
secretarial or trustee list. 

5 Do the sums. How much 
are you paying and for 
what? 

6 Consider your fundraising 
methods. See www.ictr.ie 
for examples.  

7 Put accounting controls 
in place. See www.
accaglobal.com/
irishcharity

8 Consider all options. See 
www.wheel.ie 

9 Refocus your charitable 
aims.

10 Start now. See www.
governancecode.ie for 
more information.

The view from
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Sponsor power
Accountancy firms – both large and small – have much to gain from sports sponsorship, 
from developing leadership programmes to supporting charitable causes

has been fully used to get the message 
of  leadership across.

‘Paul came to a workshop held at 
Gleneagles and was part of  a panel, 
alongside CEOs of  our biggest clients 
and HR experts, discussing high-
performance management. He’s also 
been involved in a Q&A session with 100 
of  our staff, and in breakfasts  
and dinners with major clients. He’s very 
versatile and extremely informative, even 
talking about how he intends to tackle 
the Ryder Cup this year,’ says Kingsley.

Fellow Big Four firm KPMG has 
also harnessed the importance of  
leadership through golf  by partnering 

▲ EYES ON THE PRIZE
Paul McGinley, European captain for 
the 2014 Ryder Cup (centre), with vice 
captains Des Smyth (left) and Sam Torrance 

the importance of  high-performing 
teams and leadership,’ insists Tom 
Kingsley, EY’s global director of  brand, 
marketing and communications. 

Exceptional team
A central plank of  EY’s Vision 2020 
strategy to build a better working world  
is providing exceptional client service 
through high-performing teams. ‘We 
wanted to bring that to life and the 
Ryder Cup was the perfect fit. It brings 
a selection of  talented individual 
sportsmen from different geographies 
together to perform as an exceptional 
team,’ adds Kingsley.

As part of  the sponsorship package, 
EY is working closely with European 
team captain Paul McGinley, now an 
ambassador for the firm. The Ryder 
Cup winner and former businessman 

On 23 September, millions worldwide 
will tune in to watch Europe’s finest 
golfers tee off against the best of the 
US in the hotly contested Ryder Cup 
at Gleneagles, Scotland. All eyes will 
be on the cream of the profession, but 
also clearly visible will be the EY logo. 

From Deloitte setting up the 
gruelling Ride Across Britain (RAB) 
challenge to Lentells sponsoring the 
local Taunton rugby club, accountancy 
firms of  all sizes have found ways of  
gaining a presence through sport. 
However, these are not simply branding 
exercises, but rather strategic efforts to 
align the firm with a social, business, 
environment or community cause.

‘It will appear to the world that we 
are sponsoring the Ryder Cup. But 
it is not about “EY does golf”. It is 
using the tournament to articulate 
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with the PGA of  America and the LPGA 
to create the KPMG Women’s PGA 
Championship. The major annual event, 
which will take place from 2015, will 
also incorporate a women’s leadership 
summit and an ongoing community 
initiative to inspire and develop new 
generations of  female leaders.

‘KPMG is proud to take on this 
ground-breaking sponsorship to 
inspire today’s and tomorrow’s women 
leaders,’ said John Veihmeyer, global 
chairman of  KPMG. ‘This collaboration 
will not only bring women’s golf  
to new audiences; it also creates 
opportunities to expand women’s 
leadership on and off  the course, 
empowering today’s women leaders 
and cultivating the next generation of  
female leaders.’

Both the Ryder Cup and the 
Women’s PGA championship also have 
the advantage of  being the perfect 
relaxed settings for networking with 
clients and partners, while enjoying the 
golf. By contrast, Deloitte RAB – which 
takes place this month – involves staff  
and clients cycling from Land’s End to 
John O’Groats but is no less effective. 

Real leveller
‘Cycling close to 1,000 miles in nine 
days and sleeping in camps together is 
a real leveller,’ says Catherine Bayley, 
Deloitte relationship management 
lead. ‘Whether you’re a CEO or a new 
graduate, you’ve got to get from A to B 
on a bike and put up with saddle sores. 
This is no ordinary sports hospitality 
event, but the competitors really work 
together and enjoy the challenge.’

Now in its fifth year, Deloitte RAB 
requires nine months of  intense 
training. But the rewards have 
attracted major corporate teams such 
as Coke, Adidas, Dulux and UPS.

‘We can deliver multiple business 
objectives, such as employee 
engagement, charity fundraising, 
employee health and wellbeing and 
client entertainment,’ says Bayley. 
‘Plus packages can be tailored to suit 
the needs of  the company.’

Deloitte RAB’s benefiting charity 
is the British Paralympic Association 
(BPA); the firm has a strong affiliation 
with disability sport, launching Deloitte 
Parasport, a signposting service, with 
the BPA in 2007. Deloitte’s interest 
in challenging sports also stretches 
to sponsorship of  the Royal Parks 

Foundation Half  and Ultra Marathons, 
which take place on 12 October. 

‘We recognise the value of  these 
challenges for corporate entrants 
in generating healthy competition 
between colleagues while fundraising 
for some fantastic charitable causes,’ 
says David Barnes, managing partner 
for public policy and corporate 
responsibility at Deloitte. 

Meanwhile, PwC supports the 
Invictus Games, a challenging, 
charitable event involving wounded, 

injured and sick service personnel 
competing in nine sports set up by the 
Royal Foundation. As well as having 
perimeter branding at the Queen 
Elizabeth Olympic Park where the 
games take place this month, PwC is 
providing support in kind. This includes 
seconding a staff  member to The 
Royal Foundation’s CFO and providing 
support on VAT issues.

‘We are trying to get involved in 
projects, activities and events where 
we can measure the social and/or 
environmental impact,’ explains Vicki 
Boaden, marketing director at PwC. 
‘Backing the Invictus Games is part of  
our drive to help injured soldiers make 
the transition into employment.’

Local identity
Meanwhile, for the smaller accountancy 
firm, sponsorship is often more about 
cultivating business and identity 
locally. For example, Lentells chose to 
sponsor Taunton Rugby Football Club, 
home of  the Taunton Titans, because it 
is considered a focal point in town.

‘The club is the fabric of  local 
business and a place where people 
go,’ explains Nicki Reid, marketing 
coordinator at Lentells.  

The firm also holds seminars at the 
club and gets invited to local business 
networking events. ‘The club is great 
at hospitality, even hosting weddings, 
which is why we placed our banner in 
the car park,’ Reid adds. ‘They also run 
Sunday rugby clubs for kids so when 
the parents watch their children play, 
they see us advertised everywhere.’

Lentells’ decision to sponsor the 
Somerset Disabled Cricket Club, 
including providing players’ kit, also 
proved to be a master stroke. Not only 
was it beneficial to support a worthy 
team which performs well, but the 
coverage the firm has had as a result 
has been phenomenal. 

‘Last year Sky did a documentary 
about them, which was shown in the 
lunchtime interval during an England 
Test Match, so millions of  people 
got to see our logo on the players’ 

shirts,’ says Reid. ‘Plus, they also won 
the cup for disabled cricket in 2013 
and paraded the trophy around the 
Somerset cricket ground in front of  
thousands of  people.’

Another clever move was to support 
the Centre of  Cricketing Excellence 
at King’s College in Taunton. ‘It’s a 
local private school with parents who 
probably own businesses who could 
be good clients for us. They’re also the 
sort of  parents who take their boys 
to the rugby club on Sunday, so it’s a 
double advantage,’ explains Reid.

Meanwhile, in Peterborough, 
Stephenson Smart & Co is Peterborough 
United Football Club’s auditor and 
website sponsor. The League One club 
won the Johnstone’s Paint Trophy at 
Wembley Stadium in March, beating 
Chesterfield 3-1 in the Wembley final.

‘We had an advert clearly displayed 
in the match programme that day, so 
more than 20,000 people got to see 
our name, which was great publicity,’ 
says Garry Wiles, a partner at 
Stephenson Smart. 

Being attached to such a high-profile 
sports club also brings challenges, 
especially on the auditing side. Wiles 
admits it is one of  their more complex 
assignments because of  the specialised 
nature of  the business. ‘The high profile 
of  the club brings with it interest in the 
accounts from local papers and the 
football league, so there is pressure, but 
we really enjoy our close relationship 
with such a great club.’ ■

Chris Evans, journalist

▌▌▌’CYCLING CLOSE TO 1,000 MILES IN  
NINE DAYS AND SLEEPING IN CAMPS  
TOGETHER IS A REAL LEVELLER’
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IRONS IN THE FIRE
While ACCA-qualified Padraig Harrington may have forsaken accountancy for a glittering 
career as a professional golfer, the skills he learned in the classroom have served him well 

stuff  they’re not so good at. This was the same problem 
with exam management. Everyone who’s gone through the 
ACCA Qualification will know there are certain subjects that 
everybody hates and doesn’t want to spend time on, and all 
of  a sudden everything slips. This is why it’s vital to make 
sure every aspect of  your game or studies are working well 
to succeed,’ he stresses.

Furthermore, the financial side of  golf  comes a lot easier 
to Harrington than it does to most of  his fellow golfers, 

I
rish professional golfer Padraig Harrington is rightly 
considered one of the greats of the game, having 
won numerous tournaments, including three major 
championships and four Ryder Cups as part of the 

European team. But what few people know is that he’s 
also a qualified ACCA accountant and proud of it.

‘Like most kids, I left school at 18 and really didn’t 
know what I wanted to do with my life,’ explains 
Harrington. ‘I was a successful amateur golfer, but with 
no pretensions of  becoming a professional. Instead I 
wanted to get into the golf  industry as a resort manager 
or something like that, and so knew I needed a business 
qualification.’

Harrington’s older brother was already an accountant 
and suggested that the ACCA Qualification was the perfect 
route as it would allow him to play golf  during the day and 
study for his exams at night.

‘It was ideal as it meant I had the best of  both  
worlds,’ he recalls. ‘Some young sportsmen put all their 
eggs in one basket, but I was able to say: “If  it doesn’t 
work out with the Qualification, I’ve always got the golf, 
and vice versa”.’

He also knew that golf  course and resort management 
would involve a great deal of  travelling, and that ACCA was 
a recognised qualification globally.

Four-and-a-half  years later, having studied a variety of  
subjects and learned some invaluable skills through his 
ACCA studies, Harrington had a tricky career decision 
to make. A little over a year later, 
at the age of  24, he chose to turn 
professional as a golfer.

‘Easy transition’
Fortunately, success came quickly. In 
his first year on the European Tour 
in 1996 he won the Peugeot Spanish 
Open, following that with several second-placed finishes. 
‘It was an easy transition and I exceeded all mine and 
everybody else’s expectations,’ says Harrington.

But his ACCA training wasn’t forgotten or in vain, 
proving to be extremely useful throughout his golfing 
career, particularly when it comes to time management. 
‘One of  the common faults of  sportsmen is they put 
a lot of  time and effort into the parts of  their game 
they’re good at, but won’t spend enough time with the 

▌▌▌HARRINGTON’S CALM APPROACH AND ABILITY  
TO HANDLE PRESSURISED SITUATIONS IN GOLF 
ALSO STEM PARTLY FROM HIS ACCA EXAM DAYS

RYDER CUP
‘We are a selfish, individualistic sport, but 
for one week every two years we unite as 
one team with a common goal – to defeat 
the Americans in the Ryder Cup.’ So says 
Padraig Harrington, a four-time Ryder Cup 
winner as a player. 

Europe has enjoyed great success in 
recent years, winning seven of  the last 
nine Ryder Cups, including a thriller at the 
Medinah Country Club in 2012 when Europe 
recovered a 10-6 deficit on the last day by 
winning eight of  the 12 singles matches to 
seal a 14½-13½ victory.

‘We have different languages, cultural 
backgrounds, interests, food habits 
and choices, as well as a variety of  golf  
preparation methods,’ says Harrington. 
‘Some guys take 30 minutes to warm up 
for a round, others take three hours or go 
to the gym, but for the Ryder Cup we have to 
just do what’s best for the team. 

‘Fortunately, so far, we have really bonded 
and play better than the individual parts. 
Long may that continue.’
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SI

CS

32 FOCUS | INTERVIEW

ACCOUNTING AND BUSINESS



including understanding the problematic issue of  paying 
tax in different jurisdictions.

‘There is very little my accountant explains to me that 
I don’t understand,’ Harrington admits. ‘Filing tax returns 
in all the countries I play in is extremely complex, but 
very important, and my accountancy base certainly helps. 
There’s one European country that I go to once a year and 
my accountant and I always baulk at the prospect because 
its tax system is a nightmare.’

Level head
Furthermore, his calm approach and 
ability to handle pressurised situations 
in golf  also stem partly from his 
ACCA exam days. In both situations, 
he concedes, you’re going to feel 
uncomfortable and judged by your 
results, but keeping a level head will 
certainly help.

In 2007, Harrington finished 
The Open, one of  golf’s four major 
tournaments, joint leader with the 
Spaniard Sergio Garcia. The two 
players went into a play-off  to decide 
the overall winner. The pressure was 
intense. 

‘Sure, I was nervous, but I had a 
little mental note in my head saying 
“I’m where I want to be”,’ he says. 
Harrington won the play-off  by one 
stroke and lifted his first major trophy. 
Impressively, a year later, he retained 
the title – the first European player to 
do so in more than 100 years.

Just three weeks later, he won the 
PGA Championship over the South 
Course of  Oakland Hills Country Club 
for his third major. 

There have been low points, too. 
In 2009, he failed to make the cut on 
several occasions and didn’t win a 
single tournament. 

2005 also proved tough. After 
winning the Honda Classic in March, 
Harrington was able to celebrate 
with his father, Patrick, who enjoyed 
watching him play. ‘But when I won my 
second tournament a few months later 
at the Barclays Classic, he didn’t know 
much about it.’ His father’s condition 
had deteriorated from oesophageal 
cancer and he died on the eve of  the 
2005 Open at St Andrews.

Nearly 10 years on, Harrington 
announced a few years ago that he was 
undergoing treatment for skin cancer: 

‘My father had symptoms but didn’t do anything about it. 
It’s the nature of  men in Ireland and certainly older men.’

Harrington continues to play professional golf  at the age 
of  43 and still hungers for more major titles. Conceding that 
golfers are vastly overpaid for doing something they love, he 
gives back through his charity work, including as patron of  
the Oesophageal Cancer Fund, a cause close to his heart. ■

Chris Evans, journalist

▲ IN CONTROL
Padraig Harrington at the 
2014 Irish Open at Fota 
Island, County Cork
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SME OPTIONS
ManagementWorks, the Skillnets-funded network, has recently launched its 
Finance4Growth programme. Dr Lórcan Ó hObáin outlines the programme benefits

the view of  a lot of  small business owners that bank lending 
is the only option open to them. Irish businesses are much 
more reliant on the banks than businesses in many other 
countries. A key challenge facing Irish businesses is to think 
about what other sources of  finance might be available to 
them and to consider if  those options would be a better fit 
for the needs of  the business. 

Free mentoring meeting
The Finance4Growth programme offers a free, ‘no obligation’ 
meeting with an experienced financial adviser as a first step. 
This allows the business owner to review their situation in a 
confidential manner and to explore what options might be 
available. Early feedback from participants is that this two-
hour meeting brings considerable clarity in their thinking 
about the challenges they face. It has also helped the owners 
to face up to sometimes unpalatable choices and to realise 
that there are options open to them.

Progression
Where the participant finds it worthwhile, an extended 
engagement is possible which includes a full-day training 
workshop with 10-15 other business owners to discuss 
the issues in more depth. This includes reviewing the 
application process required for bank funding and, critically, 

works through the methodologies employed by 
banks and other providers of  finance in terms 
of  what they require and how they assess if  the 
owners’ proposal delivers on those requirements. 
The cost of  the extended programme is only 

€200 plus VAT. Many owners find the dialogue 
with other owners to be very helpful in clarifying 
their own issues and in realising that many others 
face similar challenges. ■

Dr Lórcan Ó hObáin is senior programme 
manager at ManagementWorks, Dublin

T
he Finance4Growth programme is designed to assist 
SMEs in sourcing the right type of funding for their 
business and to better understand the process 
required to secure funding.

Understanding the needs of  small business
ManagementWorks works with the owner managers of  small 
and medium-sized Irish businesses every day. Two-thirds of  
the participating firms have fewer than 10 employees and 
come from all sectors of  the economy. Having previously 
managed businesses themselves, the team understands the 
pressures, and often the isolation, felt by owner managers in 
smaller businesses. Having worked with over 1,000 owners 
or senior staff  from Irish businesses in the last two years, 
ManagementWorks has a strong sense of  the challenges 
facing ordinary but resilient Irish businesses.

Banks are not the only option
A central problem for many Irish businesses 
is securing the appropriate level of  finance.  
Many believe the dialogue in the media about 
the banks ‘not being open for lending’. In 
my experience there are two problems with 
this commentary. The first is that banks 
can be open for lending for proposals that are 
well prepared and present a good 
business proposition. It is not easy, 
but well positioned proposals have 
a reasonable chance of  success. 
The second problem with the 
commentary is that it reinforces 
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EIGHT ‘NARRATIVES’ ACCOUNT FOR BULK OF REGIONAL VARIANCE
The survey identifies eight significant patterns that have driven the changing 
fortunes of  businesses around the world. Together they account for two-thirds of  
all observed quarter-on-quarter variance in regional economic conditions.

THE SURVEY
Together with the 
Institute of  Management 
Accountants (IMA), ACCA 
publishes the GECS 
four times a year. It has 
become a trusted, widely 
followed barometer for 
the state of  the global 
economy, generating 
extensive media coverage 
– GECS has made it into 
the press 6,300 times 
so far (about once for 
every six responses from 
members). As of  Q1 
2014, GECS provides 
year-on-year comparisons 
over five consecutive 
years. To view the 
latest survey, visit www.
accaglobal.com/ab102

FIVE YEARS ON
The latest ACCA/IMA 
Global Economic Conditions 
Survey (GECS) marks the 
survey’s fifth anniversary by 
exploring the major trends 
that have driven the global 
economy between the 
financial crash in 2009 and 
2014, and considering what 
they might mean for the 
future of the recovery. 

UNRESOLVED ISSUES
The impact of  
unconventional monetary 
policy in developed 
economies has been critical. 
It has caused dramatic 
spillovers into emerging 
markets, fuelled dangerous 
asset price growth, and 
given more of  a boost to the 
financial sector than to the 
real economy.

INFLATION
The report raises questions 
about whether inflation is 
really dead at the global 
level, with operating 
costs on the rise again in 
emerging markets. Inflation 
has never really fallen in 
Africa and the Middle East 
in this period, while in Asia 
Pacific input prices have 
rebounded since late 2012.
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GECS CONFIDENCE INDICES FOR MAJOR SECTORS

INFLATION PROXIES IN SELECTED EMERGING MARKETS

Crisis response

Currency wars and asset bubbles

Global capacity constraints

Asian supply consolidation

Middle East peace dividend

Caribbean financial crisis

Middle East big project cycle

African monetary disruption
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WHERE WE STAND
How did the concept of accountability develop in the context of world history and why 
has accountancy become so divorced from society and culture, asks author Jacob Soll 

governments accountable seems incomprehensible. And yet 
our predicament follows a historical pattern: no sooner is an 
accounting reform made than we find a way to resist it. Indeed, 
the rise of  technology has made the task of  accountability 
even more daunting, as regulators and even auditors come 
up against labyrinthine big numbers and financial logarithms, 
high-speed trading, and complex financial products.

National accountability
As governments struggle with the paradox of  the power and 
frailty of  the Big Four accounting firms, their own account 
books are in greater disarray. Risky mortgage bundles are 
still difficult to value and pose a threat to banking and the 
stock market. American municipalities have gone bankrupt, 
and parts of  Europe teeter on the brink of  insolvency. The 
International Accounting Standards Board has characterised 
municipal and government accounting as being in a stage 
of  ‘primitive anarchy’. All countries, rich and poor, hide 
the true costs of  their pension benefits and healthcare, 
as well as infrastructure, off  their balance sheets. Credit-
rating agencies (Moody’s, Fitch and Standard & Poor’s) have 

A
ccountants have not had an easy time lately. In every 
financial crisis – from Enron to the 2008 meltdown 
– they have been portrayed as criminal, incompetent 
or inconsequential. Indeed, in 2008 accountants 

were nowhere to be seen, except hauling boxes of files out 
of Bear Stearns and Lehman Brothers. 

Despite being involved in almost every financial 
transaction, few political and financial commentators 
discuss accountants or accounting. Yet even as they have 
disappeared from cultural awareness and imagination, 
accountants have become ever more numerous and ever 
more skilled in the large-scale number crunching necessary 
to make and untangle financial operations, and ever more 
essential to the process of  accountability. Looking at our 
own financial challenges in the context of  the history of  
accounting, it becomes clear that if  we want a world with 
financial accountability – something essential to democracy 
and sustainable capitalism alike – we will need to bring 
accountants into clearer view, and accountants themselves 
must play a larger role in financial and civil society.

The fact the Big Four accounting firms employ hundreds 
of  thousands of  accountants and yet they remain hidden 
in the shadows is not a new phenomenon. It is part of  a 
dangerous historical pattern. Considering there have been 
centuries of  struggles over financial accountability, our own 
recent inability to effectively audit and hold companies and 

▲ 2008 MELTDOWN
New York, 15 September 2008: an employee of Lehman 
Brothers Holdings hands a box of his personal property to a 
waiting cab driver in front of the company’s headquarters 
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downgraded leading industrial nations – the 
United States, France, and, more dramatically, 
Italy, Spain, and Greece – not without scandal 
or error. In a vicious cycle of  mistrust, many 
critics in turn cast doubt on the integrity 
and skill of  rating agencies as well as on 
the Big Four. And yet, we need the skills of  
accountants and auditors as never before.

Why, one may ask, don’t democratic 
governments do more to stabilise the world 
of  finance, from the most sophisticated 
leveraging of  Wall Street to the dime-a-dozen 
mortgages of  Main Street? One reason is 
the public is as disengaged from these hard 
questions as it is unknowledgeable in even 
the most basic principles of  accounting 
or political economy. Another is that government and the 
auditing companies cannot keep up with the ever-mutating 
financial tools and tricks of  banking. 

Call for transparency
Citizens and investors, in turn, cannot have confidence in 
multinational businesses or, indeed, their governments, 
when their own auditing firms and public agencies seem 
so powerless to obtain accurate numbers. To foster serious 
and constructive policy debate, the International Monetary 
Fund’s Timothy Irwin has suggested that governments 
publish balance sheets with their net worth, revealing their 
assets, liabilities and budgets up to 50 years into the future. 

Others have simply called for corporations to publish 
clearer balance sheets. These seem to be simple 
prescriptions, but are they possible? None addresses the 
historical difficulties of  transparent accounting. Beyond 
economic cycles, then, failure seems to be built into a 
world financial system that is opaque not at all by 
accident, but rather by multiple designs and by passive 
and dangerous ignorance. 

If  there is any historical lesson to be learned, here, it is 
that those societies that managed to harness accounting as 
part of  their general cultures flourished. Republican Italian 
city-states like Genoa and Florence, Golden Age Holland, and 
18th- and 19th-century Britain and America all integrated 
accounting into their educational curriculum, religious and 
moral thought, art, philosophy and political theory. 

In Holland, for example, accountability was not simply 
an idea one learned or the work ethic of  one religious or 
ethnic group. It was embedded into all facets of  culture. 
One would learn accounting at school and practise it in 
business, civil and domestic life and, at the same time, read 
religious texts about accountability and view masterworks 
of  art that placed warnings about accounting and financial 
hubris in the backdrop of  scenes or messages from the 
Bible. Politicians discussed the importance of  accounting 
and accountability, and political pamphlets called for audits 
using religious language. Among educated citizens, there 

was an expectation that those in power, from municipal 
administrators to educators to princes, knew accounting 
and had a sense of  just how essential financial 
accountability was to their republican system.

Today, economics has too often been reduced to complex 
number crunching and theories about human behavioural 
patterns or economic cycles. And yet, it was born as not 
just a mathematical field of  inquiry but a historical study 
of  culture. The French economist Jean-Baptiste Say called 
economics the ‘simple exposition of  the every day life of  
wealth’, and Max Weber insisted on studying both ‘economy 
and society’. Indeed, societies that avoided disastrous 
financial reckonings did so by putting finances in a 
meaningful cultural context.

Perhaps the salvation of  our stumbling, hyper-financial 
societies lies not only in the personal, disciplined accounting 
of  the famed porcelain-maker and pioneering industrialist, 
Josiah Wedgwood, or in the historical and moral approaches 
of  economic thinkers like Adam Smith or, indeed, in the 
analysis of  modern-day number crunchers, but also in the 
old lessons of  Dutch paintings which illustrate so powerfully 
the importance of  bookkeeping and financial management 
by grounding it in piety, ethics, civic politics and art. 

By putting finance into its own sphere, we have lowered 
our financial and political aspirations. Once, we asked those 
who practised finance to consider accounting as an integral 
part of  society and culture, even elevating the mundane 
numbers of  account books to the analysis of  religion and 
great literature. It is this cultural ambition we need to 
recapture if  we are to face down our future reckonings. It is 
time not only for politicians and the public to engage with 
accountants, but for accounting to become a much more 
ambitious field and for it to insist on a leading role. This 
means not just balancing the books, but also debating what 
that means in daily life and government. ■

Jacob Soll is the author of The Reckoning: Financial 
Accountability and the Making and Breaking of Nations, 
published by Allen Lane

▲ HISTORICAL PERSPECTIVE
In his book, Jacob Soll examines the changing 
role that accountancy and book-keeping has 
played in various eras and within different nations
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THE RETURN OF 
             PILLAGE

The increasing complexity of supply chains means that a corporate association with 
pillaged goods could bring a risk of money-laundering charges, warns Jason Piper

between appropriations for military necessity (permissible 
within ‘the rules of  war’) and simple commercial theft. 
Historically the roots of  pillage were small-scale, and limited 
to such goods as could easily be carried. But with the advent 
of  industrialised warfare in the 20th century, the scale and 
parameters of  pillage changed, and many of  the war crimes 
trials after the second world war were of  the individuals 
who controlled the mines and factories which processed raw 
materials taken by force from occupied territories.

More recently, prosecutions for pillage have been more 
rare, despite more of  the raw materials on which modern 
supply chains rely being in areas where armed conflict is 
common. But all that may be changing, and the crime itself  
is adapting to the realities of  modern international trade. 
Perhaps most significantly for business, theft (and with it 
pillage) has become a predicate crime for money-laundering 
offences. In other words, the simple act of  handling pillaged 
goods in your supply chain can constitute money laundering.

Crucially, there are indications that courts will consider 
direct prosecution for pillage of  corporate bodies 
themselves, rather than the individuals who control them. 
While the International Criminal Court (ICC) restricts its 

P
illage is a little like a hippopotamus. Almost 
everyone thinks they know what one is and that they 
could recognise it. Some people even know where 
they live, and where the name comes from. But far 

fewer people know enough about them to understand just 
how dangerous they really are – they kill more people each 
year than any other mammal on the planet, man excluded.

Recent developments in litigation and legislation have 
raised the risk to corporates from pillage. Direct prosecutions 
of  limited liability corporations, not just their officers or 
managers, may now be on the cards, and liability for money-
laundering offences can attach indirectly, simply as a result 
of  handling goods that were pillaged by a supplier or their 
associates. Detailed knowledge of  your supply chains is more 
than just a matter of  profit margins, it can be a defining 
element in your corporate reputation. Identification of  your 
brand with war crimes could be disastrous for customer 
relations, while a conviction for money laundering would be 
fatal to public procurement in most jurisdictions. 

Pillage is the crime of  theft in the context of  an armed 
conflict. There are strict legal definitions around what 
constitutes ‘armed conflict’ here, along with a distinction 

▲ SHINING A LIGHT
The electronic goods sector is one that needs 

to carefully manage its supply chain
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FOR MORE INFORMATION:

Jason Piper’s paper, Pillage: A new threat to global 
supply chains, is at www.accaglobal.com/ab100 

jurisdiction to natural persons, almost every national 
legal system on the planet has also incorporated a triable 
domestic offence of  pillage. Because of  this, the definitions 
of  which legal persons can be charged with pillage will 
also follow local rules. In many jurisdictions, this means 
that companies, with their separate legal personality, 
can in theory be charged with the offence. There is by no 
means universal academic support for the proposition that 
liability for pillage can be attributed to a corporate body. 
Yet there are strong indications that the concept of  pillage 
is developing so as to encompass this wider application, 
with clear implications for companies in both financial and 
reputational terms. 

The different national crimes of  
pillage all incorporate the same key 
elements of  the ICC definition. As a 
war crime, pillage is treated with the 
utmost seriousness, and the offence 
need not have been committed within 
the borders of  the nation entertaining 
the charges. The gravity of  war crimes is such that several 
countries have a ‘universal jurisdiction’ to deal with pillage, 
and will entertain charges against any person regardless 
of  where it took place. Remote though management 
may consider the risk of  such an action, the potential 
consequences are so great that it must be managed.

Supply chain due diligence 
The length and complexity of  modern supply chains almost 
defy comprehension. The difficulties of  fully understanding 
your own business were highlighted in the EU recently when 
horse meat was found to have made its way, unidentified, 
into the food chain. Major supermarket chains were faced 
with the embarrassment of  publicly admitting that they 
did not know what was going into their own-label foods. 
With manufactured goods, the scope for incorporation of  
untraced components and materials is even greater. Cotton 
and palm oil both have ‘high-risk’ supply chains, while 
the risks to electronic goods manufacturers posed by the 
prevalence of  raw materials from the Democratic Republic 
of  the Congo is well known in the industry, and has been 
publicised by non-governmental organisations (NGOs). 

Depending on where in the world you operate, and what 
sector you trade in, your potential exposure to legislative 
controls designed to impose some level of  supply chain due 
diligence on businesses will vary. 

While the main areas of  defence for a business will relate 
to the knowledge of  circumstances and intention to commit 
pillage, a ‘win’ based on ignorance of  its own supply 
chains is unlikely to be satisfactory for most multinational 
corporations. In addition to involvement in highly emotive 
criminal conduct, they will have been shown not to have 
fully understood their own supply chains, albeit not to a 
criminally irresponsible level. The only fully satisfactory 
outcome for a business will be to prove that it has no 

involvement in pillage, whether intentional or otherwise. The 
reporting regimes proposed around the world all rely on 
detailed knowledge not only of  the business’s own activities, 
but of  its relationships with others and their activities. 

The administrative burden of  maintaining a consistent 
paper trail of  accountability at every production stage for 
every individual shipment of  materials is, however, unlikely 
to be an attractive prospect. The levels of  due diligence 
required at each stage of  the production cycle will vary 
according to the perceived risk, and the resources available 
to the business. After all, lack of  resource to confirm the 
status of  goods does not constitute a legal defence. 

Businesses may need to find proxies for direct assurance. 
For example, suppliers’ membership of  recognised 
trade bodies or submission to certain levels of  audit will 
demonstrate a commitment to good practice. Whether this 
can be judged adequate will involve a considered appraisal 
of  the circumstances, a process ideally suited to the skills 
of  the modern accountant. 

Increasingly, though, businesses are opting for voluntary 
transparency initiatives – both Intel and Apple have 
committed to programmes of  smelter verification as part 
of  their efforts to ensure conflict-free minerals are used. 
Assurance of  this nature has many benefits; it is subject 
to objectively verifiable criteria, and it builds on existing 
economic processes and management measures. But 
whether your business is compelled to maintain records 
or simply wants to manage its reputational risk properly, 
supply chain due diligence will be an integral part of  any 
defence against charges of  involvement in financial war 
crimes, whether those charges are laid in a court of  law or 
the court of  public opinion. 

Notwithstanding the abhorrent nature of  the underlying 
crimes, a business must, in managing risk, focus on the 
economic realities of  staying in business. If  the costs of  
effective supply chain assurance become too great, then 
competition from less scrupulous rivals may well render the 
best efforts of  a responsible business counterproductive as 
its goods are priced out of  the market. ■

Jason Piper is a technical manager, tax and business law, 
in ACCA’s technical department

▌▌▌THERE ARE INDICATIONS THAT COURTS WILL 
CONSIDER DIRECT PROSECUTION FOR PILLAGE 
OF CORPORATE BODIES THEMSELVES
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TALENT DOCTOR: 
REACHING YOUR GOAL 
Suppose at the start of the year that your boss had set 
you a stretching target of bringing £100,000 of revenue 
into the business by the end of the financial year, which 
happens to be December. It’s September now and 
you’ve already banked £80,000, so you’re well ahead of 
schedule. How would you feel?

Would you celebrate your accomplishment and the 
fact that you’re already 80% of  the way there? Or would 
you focus on the 20% that you’ve yet to bring in to hit 
your goal?

This isn’t just an intellectual exercise. Allow me to 
explain, as research tells us that your focus may have 
important consequences on your ability to get the rest of  
the way to where you want to be.

A team of  investigative psychologists led by Joyce 
Ehrlinger at the University of  Waterloo in Canada recently 
tracked 109 overweight individuals over the course of  
a 12-week weight loss programme. Participants were 
randomly assigned to one of  three groups.

One group was encouraged to adopt an 
accomplishment focus – ie to track the weight that they 
successfully managed to lose each week. A second group 
was encouraged to adopt a goal focus by thinking about 
how much weight they still needed to lose in order to 
achieve their overall weight loss goals. A third control 
group was encouraged to lose weight but given no 
specific instructions on how to measure their progress.

So which set of  instructions would you guess was 
more effective in helping people to lose weight? The focus 
on what they had already achieved or the focus on what 
they had yet to do?

The researchers carefully measured everybody’s 
actual weight losses and found that the participants who 
had been instructed to focus on their accomplishment 
on average lost 2.66% of  their body weight over the 12 
weeks. But the participants who had been told to adopt 
the goal focus – to think about how far they still had to 
go – lost 4.6% of  their body weight. That’s nearly twice 
as much weight loss.

The control group that had been given no special 
instructions ended up losing around 2.21% of  their 
weight. That suggests that unless they have special 
instruction most people tend to focus on what they have 
achieved rather than what they still need to do.

Ehrlinger and her research collaborators concluded 
in their write-up of  the experiment that ‘focusing on 
one’s accomplishments might inspire progress-induced 
coasting and, consequently, decrease motivation’. 

In other words, having an accomplishment focus may 
encourage us to bask in the contented feelings of  what 
we’ve achieved so far, which may inadvertently lead us to 
slacken off.

So the implication is clear. If  a goal is important 
to you, then adopting a goal focus by concentrating 
on what you have yet to do may be the better route to 
success. Having that goal focus may fuel our ambition 
and give us just that little extra boost towards achieving 
what we want.

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
Is a glass-half-full or half-empty mindset better in achieving work targets? Talent doctor 
Rob Yeung reports. Plus, how to beat the office blues when you return from holiday
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Is it possible to feel good about returning to work after a vacation? Perhaps. If, 
say, it rained in Dubai while you were there, the kids were all stung by jellyfish, 

or the ski resort had no snow, you may even be buoyed by the prospect of work.
But for most, it means an overflowing inbox, colleagues who 
seem to go out of  their way to present you with emergencies 

to deal with, a computer that has forgotten who you are, an 
end to parading everywhere in flip-flops and shorts, and a 

big corporate frown at any attempt to open a bottle of  wine at 
noon. So how can you soften the blow of  re-entry? 

First, leave nothing to chance before you go on vacation. Do 
a thorough hand-over to colleagues, predict what may come 
up while you’re away to limit prospective damage, and turn on 
your out-of-office with alternative contacts. 

Then, when you get back, just concentrate on getting 
through the first week. Arrange meetings out of  the office if  
possible, and book a short holiday the following weekend to 

limit the impact. Most important of  all: channel your 
relaxed, revitalised aura into your work and workplace – 
it just may bring some happiness to the office at large.

‘I got a call from a recruitment 
agency after they saw my 
LinkedIn profile suited the 
lead accountant role at Marina 
Bay Services, Singapore,’ says 
Htet Htet Win Aye. ‘It seemed a 
great opportunity to grow in a 
leading finance role for a newly 
set up group of companies.’ 

MBS is targeting offshore oil 
and gas companies, especially 
in the Gulf  of  Mexico. It provides brokerage services for 
offshore vessels and platforms, and vessel construction 
and maintenance supervision services. 

She says: ‘I really enjoy adding value to the 
company as the main finance and accounting person, 
implementing accounting policies, setting up accounting 
software and liaising with all stakeholders.’

Tips for a successful job interview 

* Be yourself. Companies look for integrity and honesty. 
Everybody has weaknesses – that’s OK. Always tell 
interviewers what you’ve learnt from situations and 
how you overcame weaknesses. This shows you’re 
learning every day. Companies are looking for people 
who want to continually improve, so show a willingness 
to learn. 

* Never say anything negative or critical about past 
employers. You can say the office was understaffed 
and you were pressured, or unable to maintain a 
healthy work-life balance, but saying that your boss 
bullied you will unfortunately make you look worse 
than your old company.

* Interviews are a two-way process. Ask good questions 
about the role, responsibilities, department structure, 
opportunity for progression, company attitudes 
towards training etc.

Each round saw the 
competitor nations battling 
it out to quieten the job 
market – Brazil (-63%) vs 
Colombia (-69%), Belgium 
(–26%) vs USA (-7%), 
Netherlands (-32%) vs 
Argentina (-57%). 

Interestingly, mobile 
job-searching fell far less 
than for desktop during the 
tournament – so fans were 
waving flags in one hand 
and job-hunting in the other.

FOOTBALL FEVER LAYS 
JOB HUNTERS LOW
During the World Cup final, 
there was a 72% decrease 
in Argentinians searching 
online for jobs and a 55% 
fall in Germany, according 
to job board Indeed. And 
while you might expect this 
from the two finalists, they 
weren’t the only countries to 
see huge slumps in activity 
on the job markets during 
the tournament. 

RECRUITERS TURN TO 
THE ALGORITHM
According to an article in 
the FT (‘Forget the CV, data 
decide careers’), companies 
are turning to the mountains 
of  personal data online 
and on their servers to 
determine the best possible 
candidates. 

By overlaying screening 
responses from candidates 
with employee behavioural 
research and social media 

statistics, companies get 
a whole lot of  big data to 
crunch in the hope that 
trends and patterns will 
steer recruitment. And to 
think, we’ve all spent years 
agonising over our CVs… ■

This page is compiled and 
edited by Neil Johnson

FOR MORE INFORMATION:

www.accacareers.com

THE BIG BREAK: HTET HTET WIN AYE ACCA

THE PERFECT: RETURN FROM VACATION 
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PARTNER POWER
An ACCA report has identified what finance functions struggling to deliver business insight in 
a fast-changing environment need to do to be truly effective. Teuta Bakalli FCCA explains

The research identifies three kinds of  impediment for the 
finance function: 

* Leadership and strategy. Does finance have the business 
understanding and sponsorship to have its value creation 
ideas taken seriously? This is arguably the hardest 
problem to fix because it may be the one that finance is 
least equipped to recognise as a problem.

* Technology. Does finance have the technological 
capability to deliver recommendations based on timely 
and accurate information? This ought to be the easiest 
problem to fix, although board approval for investment 
can never be a foregone conclusion – the business case 
for ‘better information’ always needs to be made.

* Human capital. Does finance have people with the 
right mix of  knowledge and capabilities to support the 
business continuously, and a mindset that will let them 

D
espite all the talk 
about the role of 
finance as a partner to 
the business, this is by 

no means a new concept. It has 
been talked about and, indeed, put 
into practice for many years. Finance has long 
provided CEOs and the rest of the business with 
more than just ‘rearview mirror’ financial results. And 
finance’s role in providing insight and analysis, in helping 
the business formulate strategy and make decisions, is well 
recognised by boards and senior management teams.

Yet the topic, quite rightly, refuses to go away. One 
reason for this is that while technology is driving changes 
in business models, reducing barriers to entry and pushing 
the pace of  new product development (and ‘not quite so 
new’ product obsolescence), it is by no means certain that 
finance is keeping up.

ACCA in partnership with IMA (Institute of  Management 
Accountants) has undertaken research as global as our 
membership. Roundtables with finance leaders were held in 
New York, Toronto, Vancouver, London, Singapore and Hong 
Kong, while two surveys involved 750 CFOs around the world 
and over 1,200 respondents from ACCA and IMA members. 

The results tell us a lot about how the demands on 
business create demands on finance. The best finance 
functions are adopting an entrepreneurial approach. Others 
are struggling with the challenge and risk losing credibility 
within the organisation as to their ability to provide the 
insight that the business requires. They will, therefore, carry 
a huge burden of  responsibility should their organisations 
be unable to create growth.
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deliver effectively? Finance needs to recognise where 
missing skills or inappropriate attitudes can be dealt with 
by training and development or if  resources need to be 
brought into the business (and other resources rotated 
out), and to know what skills will be required in future.

The research made clear that all these challenges are 
surmountable; finance can deliver on the partnering skills 
required for effective decision-making in an increasingly 
competitive, fast-moving and entrepreneurial climate. To do 
so, it needs to do three things: create the mandate, fix the 
information and deploy the right talent. 

Creating the mandate 
This is a two-way street. Finance needs the culture to be able 
to deliver commercial insight – indeed, to take a leadership 
stance in doing so, by being proactive, not reactive. The 
problem for many is that this can be at odds with the deeply 
embedded stewardship and controllership functions of  
finance. CFOs need to set the tone at the top to position the 

whole finance function to support the business. ‘It’s a way 
of  setting an example to the finance fraternity to become 
as essential to whoever they are partnering as the CFO is to 
the rest of  the management team,’ as one of  the London 
roundtable participants put it. 

The CFO also has to get buy-in from the board and the 
business to win the trust and mandate that finance needs 
to be an effective partner. As another London roundtable 
attendee put it: ‘If  you work for a traditional organisation or 
sector, their view and perception of  finance is likely to be as 
the department that keeps the business out of  jail. Finding a 
space or a seat at the table that allows finance to contribute 
insights as a partner can be incredibly difficult.’

To get the ‘pull’ from the rest of  the business, finance 
needs to empower itself  to deliver. ‘Part of  the success 
here is the strength and quality of  personal relationships 
with the rest of  the business, and the perception they have 
of  what finance can bring to the table,’ another roundtable 
participant suggested.

Fixing the information 
If  it takes too long for systems to churn out information, or 
manual workrounds are needed to verify untrustworthy data 
or hammer conflicting spreadsheets together, then finance 
is ill equipped to do its job in the 21st century business 
world. Similarly, if  the finance machine cranks out numbers 
that make little sense, provide no insight, few analytics and 
not much forward-looking guidance for decision-making, 

then it’s failing. Calling a piece of  data a key performance 
indicator (KPI) doesn’t make it so. 

Finance is often led by technology, the roundtables 
concluded, and so finance needs to ‘step back and 
understand what the organisation needs in terms of  its 
reporting and its insight and analysis’. Then the task is to 
find and adapt the right technology solution to achieve this.

Deploying the right talent 
This requires getting two principal issues right. First, should 
finance skills be embedded across the business, but risk 
‘going native’ and losing their professional independence 
by doing so? Or should they remain tightly within finance, 
but sacrifice the visibility and deep level of  understanding 
of  what’s happening in the business? A hybrid model 
arguably addresses that dilemma. A roundtable participant 
in Singapore said: ‘The most successful organisations where 
finance is a true business partner is where they have the 
ability to balance governance with value-add.’ 

The second issue is having staff  
with the right skills. Finance staff  need 
the technical accounting skills but also 
communication and relationship skills. 
They also need the right attitude, the 
right mindset. ‘The business actually 
really wants finance to challenge it, but 
unless you speak the same language 

and phrase the questions carefully you can get pushback,’ 
one of  our panellists said. It’s all about finding people who 
are willing and able to do this effectively.

The clear goal for finance is to be a truly effective, 
supportive and proactive partner for the business in an 
increasingly fast-moving world where decision-making 
can no longer be put off  until a complete and perfect 
suite of  information has been compiled by finance. In 
measuring finance’s performance against that goal it is hard 
to think of  a more appropriate or more simple metric than 
the one suggested by one of  our Singapore finance leaders: 
‘One of  the ways I see success is where leaders from the 
business come to you when they have a big decision to 
make, rather than me having to go to them. You’re top of  
mind for them because they know you will add value to the 
decision-making process.’ ■

Teuta Bakalli is CEO of Extol Solutions and a member of 
the ACCA/IMA Accountants for Business Global Forum

▌▌▌‘THE BUSINESS ACTUALLY WANTS FINANCE 
TO CHALLENGE IT, BUT UNLESS YOU SPEAK THE 
SAME LANGUAGE YOU CAN GET PUSHBACK’

FOR MORE INFORMATION:

More at www.accaglobal.com/smart

Financial insight – challenges and opportunities is one 
of  a series of  reports looking at how finance functions 

can improve their business partnering practices. 
You can find it at www.accaglobal.com/ab101
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There are lots of definitions out there. 
However, Grundy defines strategy as: 
‘How you get from where you are now 
to where you want to be – and with real 
competitive advantage.’

This is something he expands on, with 
real-life examples from the workplace 
and everyday life, in his earlier book 
Demystifying strategy, before going on 
to explore the more mysterious concept 

of  ‘strategic thinking’, which he defines 
as: ‘The thinking process that looks at 
any complex situation from a variety 
of  angles, and seeks out options and 
evaluates them and their implications 
from differing perspectives in a novel way.’

This is less enlightening in isolation 
than it is when supported by all of  the 
CEO input and Grundy’s analysis of  this 
in Demystifying Strategic Thinking.

DEFINING STRATEGY AND STRATEGIC THINKING

THE NEXT STEP
Today’s accountants are expected to be strategists as well as finance specialists, but not 
all are comfortable in this role. Strategy consultant Tony Grundy offers some advice

S
tepping outside your comfort zone is always a 
challenge – it goes with the territory. However, 
some accountants will feel more challenged than 
others by the increasing pressure for them to be 

more ‘strategic’. ‘Sometimes, you can see accountants 
stiffen when you start talking about strategic thinking,’ 
says Tony Grundy, who used to be one, before he morphed 
into an independent strategy consultant. ‘The world of 
strategy seems remote from the more cut and dried world 
of figures,’ he says, and many accountants are unsure what 
their role in strategy formulation might be.

Should they wait until the strategy is sufficiently well 
formed that they can put some numbers on it, or should 
they be getting stuck into the actual forming and shaping 
of  the raw ideas? Does strategy formulation require special 
tools or concepts? How much time should be spent on it? 
Does it add value and, if  so, how can you measure this? If  
these and other unanswered questions and uncertainties 
aren’t enough to make you ‘stiffen’, there’s always the 
mystery surrounding what ‘being strategic’ or ‘thinking 
strategically’ actually involves.

In Grundy’s latest book, Demystifying Strategic Thinking, 
the born-again strategy guru attempts to provide some 
much-needed clarification on what it entails, when one 
should do it, and on which topics. He says: ‘When you 
Google “strategic thinking” it brings up lots of  general 
material on strategic management. But this tends to 
be thick with concepts and theory and thin on cognitive 
processes.’ Instead, Grundy takes you inside the heads 

of  some strategic thinkers, by 
sharing the thoughts, words 
and deeds of  selected chief  
executives (CEOs) – and then 
analysing them.

This could be an interesting 
place for finance chiefs who 
want to ‘think strategically’ so 
that they can better support 
the CEO – or take a few steps 
in the direction of  their shoes. 
Grundy provides illumination 
through a series of  case 
studies with high-profile CEOs 
of  commercial organisations 
and non-profits.
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At 300-plus pages it’s not a short book, but reading 
it could give you some genuine insight into the thought 
processes, feelings, motivations and preoccupations of  these 
particular CEOs – and Grundy – despite them all having a 
different take on strategic thinking. One CEO describes it 
as ‘an everyday event’ and something they do ‘24-hours a 
day’ (even while sleeping, presumably); a second says ‘it 
is not something that just happens – strategic thinking is 
something that you must consciously do’; while a third sees 
it as ‘a long-winded way of  expressing common sense’.

They all seem to agree on its value, even if  none of  them 
can put a figure on it, which shouldn’t diminish the appeal 
of  strategic thinking among finance chiefs. ‘The trouble with 
being just an accountant is that it is very much like having 
one eye, rather than two – the second being strategic,’ 

says Grundy. ‘Not only does this mean you don’t get high 
definition, you don’t get to see things in 3D either. To act 
as the strategic foil to the CEO, you need this just to get 
started,’ he explains, urging accountants to take a helicopter 
view, rather than cling to the more linear approach.

Strategic mindfulness
Grundy suggests various ways to develop the softer skills 
such as ‘intuition, imagination and visioning’ that this 
brave new view of  the world requires. Options range from 
hurtling to the top of  the Burj Khalifa in Dubai – with the 
determination of  Tom Cruise and the music from the 
Mission: Impossible film playing in your head – to practising 
yoga (you’ll need to read the book), to more mundane 
activities, such as visiting a shopping mall. ‘One should look 
at all everyday life experiences as opportunities to practice 
strategic mindfulness,’ says Grundy, alluding to Zen.

If  you don’t fancy extreme yoga or extreme shopping 
you’ll be relieved to find there are less drastic ways to 
broaden your horizons. ‘Accountants could read books on 
management which deal with successes and failures,’ says 
Grundy. ‘They can study “scenario story telling” and learn a 
bit about how the human brain works and different thinking 
styles. Studying a little about Dr Meredith Belbin’s team role 
theory would be useful,’ he adds. If  that seems too much 
like hard work, there are more ‘playful’ activities to pursue.

By way of  example, Grundy suggests practising the 
art of  mindset dumping. Perceptions, expectations and 
assumptions all help to shape the ways in which an 
individual, team or company views their strategy and what 
they are trying to achieve; mindset dumping is a way of  

▌▌▌’THE TROUBLE WITH BEING JUST AN 
ACCOUNTANT IS THAT IT IS VERY MUCH LIKE 
HAVING ONE EYE, RATHER THAN TWO’

Dr Tony Grundy is a 
professional accountant, 
MBA and has a PhD in 
strategy. He worked with 
EY, KPMG, ICI, BP and 
PA Strategy Consultants 
before becoming an 
independent strategy 
consultant, business 
school academic and 
writer. He also lectures 
in strategy and corporate 
finance at Henley 
Business School. 

Over the past 20 years, he has had 19 books 
published, including Demystifying Strategy (published 
by Kogan Page in 2012) and his recent follow-up 
Demystifying Strategic Thinking – lessons from leading 
CEOs. Grundy works with clients of  all industries 
and globally. He also runs ‘mini MBA’ courses with 
Euromoney and is a regular contributor to Accounting 
and Business. tony.grundy1@virginmedia.com

waving farewell to those preconceptions – if  only temporarily. 
‘Imagine you are a strategy consultant,’ he quips, ‘and if  
this is beyond you, try imagining that you are an alien, or a 
competitor, or a customer, or a CFO who wants to be a CEO’. 

Another way to become a more strategic thinker is 
specialist education. ‘In an ideal world you would do an MBA 
or mini-MBA in strategic finance of  the kind that I do,’ says 
Grundy. Training courses such as this can help to transform 
your thinking and justifiably boost your self-confidence: 
armed with an understanding of  the principles of  strategy 
and leadership and the tools and techniques used by other 
members of  a management team, you can better influence 
their thinking and proposals, and better articulate your own.

You could change the demands to be more strategic 
– and look beyond the finance function to the rest of  the 

business and the environment around 
it. Although automation is  
diminishing the need for the traditional 
skills and mindset of  accountants, 
CFOs are in pole position to take 
the next step and transition from 
compliance CFO, via strategic CFO, to 
strategic CEO. ‘The more exposure you 
can get to strategic thinking the better,’ 

says Grundy, even if  you do this by reading, imagining 
and visioning. ‘It’ll help you to understand how CEOs are 
thinking,’ he says. ‘Just open your second eye and get  
inside their heads.’ ■

Lesley Meall, journalist
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information gap about 
what you are buying but 
also an understanding 
gap – what does that data 
say about the strategic and 
financial health of  what you 
are buying? There is also 
typically a competency gap 
in that you may not know 
how to run a business that is 
different in subtle as well as 
more obvious ways.

In-fill acquisitions are 
generally lower risk as 
you are dealing with the 
relatively familiar.

Absorption acquisitions 
are virtually always low 
risk as they entail fully 
integrating operations. 
Exceptions are when a new 
customer base is being 
put through the acquirer’s 
own operations, with the 
attendant risk of  alienating 
customers.

This article looks at 
the different types of 
acquisition, their objectives, 
their value, the acquisition 
process and acquisition 
skills. We then finish with a 
classic case study – BMW’s 
acquisition of Rover Group. 

Types
Acquisitions can be broken 
down into three main types:

* ‘Step-out’ acquisitions 
involve diversification 
and take you into a new 
business domain.

* ‘In-fill’ acquisitions add 
another business unit to 
existing domains.

* ‘Absorption’ acquisitions 
involve integrating new 
operations within the 
existing business.

Step-out acquisitions are 
generally the riskiest as 
there is often not just an 

Objectives
Acquisitions can be made 
for quite different reasons: 
to achieve cost savings, 
to acquire competences, 
to grow market share, to 
just grow generally, to 
grow internationally, to 
gain a position in future 
high-growth markets, to 
defend the business or 
protect industry structure, 
to add shareholder value, to 
generate exciting new career 
opportunities, or to send a 
message to shareholders 

that the company is a 
dynamic one.

Potentially poor 
objectives here are: to 
just grow generally, to 
protect the business, to 
generate exciting career 
opportunities, and to send 
a message to shareholders 
that the company is 
dynamic. Each of  these is 
associated with shareholder 
value destruction. A classic 
case was the RBS takeover 

of  ABN Amro Bank just 
before the credit crunch to 
expand its presence in the 
sub-prime market. 

Better objectives might 
be acquiring competences, 
cost cutting, and generating 
shareholder value.

Absorption acquisitions 
tend to be made to reduce 
costs, to increase market 
share etc. 

In-fill acquisitions are 
typically to defend position, 
to grow generally and to 
increase market share – 
provided that the acquisition 
actually serves whatever 
market that is. 

Step-out acquisitions 
are usually more about 
positioning for future high-
growth markets, acquiring 
competences and growing 
internationally. 

Value
Acquisitions are not only 
of  different types and have 
different objectives but also 
add value in different ways 
– what’s known as value 
segmentation’. Put simply, 
‘value’ comes in different 
pots and ought not to be 
collapsed to a single number 
(eg a net present value). In 
the most general terms we 
can distinguish between 
value added at different 
stages of  the process as:

* V1: the value inherent in 
the existing strategy

* V2: the value added (or 
destroyed) by the deal

* V3: the value added 
(or destroyed) through 
integration (and further 
strategy development).

The idea here is that each 
one of  V1, V2, and V3 is 
positive – although, all too 
often, one, two or even three 

Acquisitions without tears
In the third article in his series on international business, 
Tony Grundy explains how to make effective acquisitions

▲ MAY THE FOURS BE WITH YOU…
Rover’s four-wheel-drive Land Rover division was one of the big 
lures for BMW in its ill-judged takeover of the ailing UK car maker
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of  these value segments are 
actually negative.

In addition to these 
aspects, value can be added 
in different ways, such as 
cost savings and gaining 
market share (‘sweat value’), 
or positioning in markets 
expected to be high growth 
in the future (‘opportunity/
speculative value’).

Being very, very clear not 
only about the objectives but 
also the targeted value of  
an acquisition means going 

a lot deeper than just doing 
a set of  numbers for future 
sales, margins and costs.

Value segmentation 
can be made very specific 
indeed. For instance, Rolls-
Royce many years ago 
acquired Allison Engine in 
the US. The value segments 
identified here were ‘core 
value’ (the value of  existing 
products), ‘spares value’ 
(the value of  the spares 
stream) and ‘capability 
value’ (the value that could 
be generated through its 
skills as applied either in the 
Allison business, or to the 
Rolls-Royce business). 
So the business case was 
based on three, and not one, 
present values.

Process 
Commonly the acquisition 
process is thought of  as:

* searching for targets

* evaluating the targets 

* doing the deal. 
And, perhaps, if  you are 
lucky, you get an integration 
stage too.

This model is, however, 
very limited as it fails to 
nest the acquisition within 
the strategic context – and 
also in the latter stages 
of  implementation and 

learning. A better model 
might be:

* Goals: define corporate 
goals, position and do gap 
analysis (linked to V1)

* Role and criteria: define 
the possible role of  
acquisitions and set 
criteria (linked to V1) 
in relation to others eg 
organic development and 
alliances

* Options: identify and 
evaluate options (linked 
to V1)

*  Doing the deal (V2 stage)

* Integration and learning 
(the V3 stage).

This model does a number 
of  things over and above a 
mere search process. 

It anchors the process 
to corporate strategies 
and the wider opportunity 
stream (acquisitions are 
not a strategy in their own 
right but a means towards a 
corporate strategy). 

It sets clear acquisition 
criteria – which can be set 
up as a series of  strategic 
dos, don’ts and might-dos.

And learning is crucial – 
for any further acquisitions 
and to steer the integration.

Skills 
A wide range of  skills are 
needed to manage the 
acquisition process. First, 
there are the strategic, 
organisational and financial 
analytical skills for 
pinpointing your current 
strategic position and 
needs. There are also the 
investigative skills on top 
of  these for identifying and 
evaluating targets.

In addition there are the 
imaginative, creative and 
visionary skills sometimes 
needed to come up with 

▌▌▌INTEGRATION IS A TALL ORDER THAT CRIES OUT 
FOR RESOURCES, A DETAILED PLAN, AND PEOPLE WITH 
ALMOST PSYCHIC SENSORS FOR WHERE THE RISKS LIE

an unusual but cunning 
idea and the insight that 
a particular company may 
really fit in well (or not) to 
your business portfolio. This 
may need the support of  
culture diagnosis skills as 
well as astute judgment of  
leadership capability.

Negotiation requires 
another skill set and also 
more technical skills 
associated with due 
diligence such as legal, tax 
and financial.

Integration entails 
change management and 
communications skills as 
well as excellent project 
management, speed and 
tenacity. To combine this 
with the learning process 
demands considerable 
objectivity. 

Last but not least is 
the need for outstanding 
leadership capability.

It’s a tall order that cries 
out for adequate training, 
the right team, sufficient 
resources, a detailed and 
thorough plan, and the right 
people – who need to have 
almost psychic sensors 
for where the risks and 
uncertainties lie.

BMW and Rover 
In 1994 BMW decided to 
buy Rover to expand its 
model range (smaller cars 
and four-wheel drives in 
particular) and to build its 
mass for competing globally. 

Unfortunately, its strategy 
(V1) was flawed. With the 

exception of  its four-wheel 
drive, Rover had an ailing 
product range in very 
competitive markets. Much 
more investment was needed 
to turn it around than the 
£3bn actually spent. 

BMW never really 
understood what it was 
getting. It overlooked Rover’s 
reliance on Unipart for parts 
and did not appreciate 
the enormous engineering 
input required to replace 
Rover’s Honda technology. 
Even Rover’s four-wheel-
drive model wasn’t in as 
good a strategic shape as 
BMW assumed, while the 
Mini needed redesigning 
from scratch. And finally, 
BMW’s hands-off  approach 
following the first two years 
of  acquisition was a poor 
integration strategy.

Huge currency losses 
helped take Rover’s total 
losses in 1999 to £0.9bn, 
threatening BMW’s 
independence. In 2000 
BMW sold the four-wheel-
drive business to Ford for 
£1.7bn and got rid of  the 
rest to a consortium led 
by John Towers, Rover ex-
CEO, recouping the £0.7bn 
original purchase price it 
had paid for Rover. By then 
BMW had invested £3bn – 
and had to develop its own 
four-wheel drive. £3bn is a 
lot to pay for the Mini.

Did BMW follow the 
acquisition process well? 
No. Did it have the requisite 
skills? Probably another 
no. Did Towers? No – Rover 
burnt up its £1bn dowry and 
finally went bust in 2005. ■

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

FOR MORE INFORMATION:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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(set only one quarter 
ahead)

* update annual forecast

* give a view of  the next 
financial year.

The recommended elapsed 
time spent on the four 
quarterly forecasts during 
any given year is no more 
than five weeks. It is quick 
because each quarter’s 
forecast is never a cold start 
and a planning tool is used. 

The diagram above shows 
how the quarterly rolling 
process works for a June 
year-end. The dark-shaded 
zone is the forecast for the 
next quarter and the most 
important part to get right. 
The unshaded zone is the 
second quarter, which is 
also forecast monthly. The 
mid-shaded zone is only 
forecast in quarterly breaks.

As a guide, budget 
holders should spend 
60% of  their time on 
the first quarter because 
first quarter numbers will 
become targets, 20% on the 
second quarter and 20% on 
the remaining four quarters.

Second week of December 
This is when budget holders 
forecast to the end of  the 
year, with monthly numbers, 
and the remaining period 
in quarterly breaks. The 
funding and reporting 

We all know that our annual 
plan will be wrong as soon 
as the ink is dried, so let’s 
get it wrong quicker, albeit 
more closer to the truth.

The first writers to put 
annual planning to the sword 
were Jeremy Hope and 
Robin Fraser in their classic 
book Beyond budgeting. The 
reasons why the annual 
planning process should be 
replaced are because it:

* takes too long

* costs too much

* leads to dysfunctional 
behaviour (padding out 
of  budgets as you know 
there will be cutbacks)

* undermines monthly 
reporting

* is not designed for a 
dynamic organisation.

Quarterly rolling forecasts
In this process management 
determines the likely 
revenue and expenditure 
for the next 18 months. 
The focus is on what 
is happening in the 
forthcoming quarter, but 
with an eye to the bigger 
picture six quarters out. The 
quarterly forecast is used to:

* fund budget holders, on 
a quarterly rolling basis, 
once their forecast has 
been approved

* set the monthly budgets 
for month-end reporting 

Time to get rolling
They take far too long, cost too much and lack dynamism, so why not ditch your  
annual plan and embrace quarterly rolling forecasting, suggests David Parmenter

FOR MORE INFORMATION:

www.davidparmenter.com

targets are set for the 
January to March numbers. 
At the same time, they 
forecast next year’s numbers 
for the first time. Budget 
holders are aware of  the 
expected numbers and the 
first cut is reasonably close. 
This is a precursor to the 
annual plan. This forecast is 
stored in the planning tool.

Second week of March
This is when budget holders 
re-forecast to year-end 
and the first quarter of  
next year with monthly 
numbers, and the remaining 
period in quarterly breaks. 

Budget holders obtain 
approval to spend April 
to June numbers. The 
budget holders at the same 
time revisit the December 
forecast (the last forecast) 
of  next year’s numbers 
and fine-tune them for the 
annual plan. Budget holders 
know they will not be getting 
an annual lump sum funding 
for their annual plan. The 
numbers they supply are for 
guidance only. ■

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

1 Become a disciple of  Jeremy Hope, the thought 
leader for corporate accountants.

2 Prepare your elevator speech about the woes of  
annual planning (see earlier article).

3 Send me an email (parmenter@waymark.co.nz) 
and I will send you a draft sales pitch to eradicate 
annual planning.

NEXT STEPS

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

18 months

18 months

18 months

18 monthsAnnual plan finalised

First look at annual plan

Quarterly update of  rolling forecast (during 2nd week)
Forecast monthly in detail (60% of  available time) 
Forecast monthly (20% of  available time)
Forecast in quarterly spells (20% of  available time)

X
X

X
X

X

X

HOW THE ROLLING FORECAST WORKS FOR AN ORGANISATION WITH A JUNE YEAR-END
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There has been significant 
divergence in practice 
over recognition of 
revenue, mainly because 
International Financial 
Reporting Standards (IFRS) 
have contained limited 
guidance in certain areas. 
The original standard, IAS 
18, Revenue, was issued 
in 1982 with a significant 
revision in 1993. IAS 18 
was not fit for purpose in 
today’s corporate world 
as the guidance available 
was difficult to apply to 
many transactions, with the 
result that some companies 
applied US GAAP when it 
suited their needs. 

Users often found it 
difficult to understand the 
judgments and estimates 
made by an entity in 
recognising revenue, partly 
because of  the ‘boilerplate’ 
nature of  the disclosures. 
As a result of  the varying 
recognition practices, the 
nature and extent of  the 
impact of  the new standard 
will vary between entities 
and industries. For many 
transactions, such as those 
in retail, the new standard 
will have little effect but 
there could be significant 
change to current practice in 
accounting for long-term and 
multiple-element contracts.

On 28 May 2014, the 
International Accounting 
Standards Board (IASB), 
as a result of  the joint 
project with the US Financial 
Accounting Standards Board 
(FASB), issued IFRS 15, 
Revenue from Contracts with 
Customers. Application of  
the standard is mandatory 
for annual reporting periods 
starting from 1 January 
2017 onward and earlier 

application is permitted. 
IFRS 15 replaces the 
following standards and 
interpretations:

*  IAS 11, Construction 
Contracts

*  IAS 18, Revenue

*  IFRIC 13, Customer 
Loyalty Programmes

* IFRIC 15, Agreements for 
the Construction of  Real 
Estate

*  IFRIC 18, Transfer of  
Assets from Customers 

*  SIC-31, Revenue – Barter 
Transactions Involving 
Advertising Services.

This article looks at some 
of  the issues surrounding 
the definition and nature of  
a contract under IFRS 15. 
It also looks at the criteria 
that must be met before an 
entity can apply the revenue 
recognition model to  
that contract. 

The definition of  what 
constitutes a contract for 
the purpose of  

applying the standard is 
critical. The definition of  
contract is based on the 
definition of  a contract in 
the US and is similar to 
that in IAS 32, Financial 
Instruments: Presentation. 
A contract exists when an 
agreement between two 
or more parties creates 
enforceable rights and 
obligations between those 
parties. The agreement 
does not need to be in 
writing to be a contract, 
but the decision as to 
whether a contractual right 
or obligation is enforceable 
is considered within the 
context of  the relevant legal 
framework of  a jurisdiction. 
Thus, whether a contract 
is enforceable will vary 
across jurisdictions. The 
performance obligation 
could include 
promises 

that result in a valid 
expectation that the entity 
will transfer goods or 
services to the customer 
even though those promises 
are not legally enforceable.

The criteria that must 
be met before an entity 
can apply the revenue 
recognition model to that 
contract have been derived 
from previous revenue 
recognition and other 
standards. If  some or all 
of  these criteria are not 
met, then it is unlikely that 
the contract establishes 
enforceable rights and 
obligations. The criteria are 
assessed at the beginning 
of  the contract and are not 
reassessed unless there has 
been a significant 
change in 

Step change
In the first of two articles on IFRS 15, Graham Holt looks at issues 
surrounding the definition and nature of a contract under IFRS 15 

»
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circumstances, which make 
the remaining contractual 
rights and obligations 
unenforceable.

The first criteria set out 
in IFRS 15 is that the parties 
should have approved the 
contract and are committed 
to perform their respective 
obligations. In the case of  
oral or implied contracts, 
this may be difficult, but 
all relevant facts and 
circumstances should be 
considered in assessing the 
parties’ commitment. The 
parties need not always be 
committed to fulfilling all 
of  the obligations under a 
contract.

IFRS 15 gives the 
example where a customer 
is required to purchase a 
minimum quantity of  goods, 
but past experience shows 
that the customer does not 
always do this and the other 
party does not enforce their 
contract rights. There needs 
to be evidence, however, that 
the parties are substantially 
committed to the contract. 
If  IFRS 15 had required 
all of  the obligations to 
be fulfilled, there would 
have been circumstances, 
as set out above, where 
revenue would not have been 
recognised, even though the 
parties were substantially 
committed to the contract.

It is essential that 
each party’s rights and 
the payment terms can 
be identified regarding 
the goods or services to 
be transferred. This latter 
requirement is the key to 
determining the transaction 
price. The construction 
industry was concerned as 
to whether it was possible 
to identify the payment 
terms for orders where the 
scope of  work had been 
determined but the price 
of  the work may not be 
decided for a period of  
time. These transactions 
are referred to as unpriced 
change orders or claims. 

contract. The standard 
defines the term ‘customer’ 
as a ‘party that has 
contracted with an entity 
to obtain goods or services 
that are an output of  the 
entity’s ordinary activities in 
exchange for consideration’. 
This is to distinguish 
contracts that should be 
accounted for under IFRS 15 
from under other IFRSs. 

Some respondents 
asked for a clarification of  
the meaning of  ordinary 
activities, but none was 
given. Instead reference was 
made to the description 
of  revenue in the IASB’s 
Conceptual Framework 
and the FASB Concepts 
Statement No 6. An 
entity needs to consider 
all relevant facts and 
circumstances, such as the 
purpose of  the activities 
undertaken by the other 
party, to determine whether 
that party is a customer. 

At first sight this 
definition may seem 
relatively straightforward 
to apply; however, there 
are circumstances where 
an appropriate assessment 
is needed. For example, 
in cases where there is 

IFRS 15 includes the need 
to determine whether the 
unpriced change order 
or contract claim should 
be accounted for on a 
prospective basis or a 
cumulative catch-up basis. 
If  the scope of  the work 
has been approved and 
the entity expects that the 
price will be approved, then 
revenue may be recognised. 

The contract must have 
commercial substance 
before revenue can be 
recognised as without this 
requirement, entities might 
artificially inflate their 
revenue and it would be 
questionable whether the 
transaction has economic 
consequences. 

Further, it should be 
probable that the entity will 
collect the consideration 
due under the contract. An 
assessment of  a customer’s 
credit risk is an important 
element in deciding whether 
a contract has validity, but 
customer credit risk does 

not affect the measurement 
or presentation of  revenue. 
The consideration may be 
different to the contract 
price because of  discounts 
and bonus offerings. 

The entity should 
assess the ability of  the 
customer to pay and the 
customer’s intention to pay 
the consideration. In cases 
where the contract does 
not meet the criteria for 
recognition as a contract in 
IFRS 15, the consideration 
received should only be 
recognised as revenue 
when the contract is either 
complete or cancelled, or 
until the contract meets 
all of  the criteria for 
recognition. 

IFRS 15 does not apply 
to wholly unperformed 
contracts where all parties 
have the enforceable right 
to end the contract without 
penalty. These contracts 
do not affect an entity’s 
financial position until either 
party performs under the 
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collaborative research 
and development between 
biotechnology and 
pharmaceutical entities, or 
grants received for research 
activity where the grantor 
specifies how the output 
from the research activity 
will be used. Additionally, 
it is possible that a joint 
arrangement accounted for 
under IFRS 11 could fall 
within the scope of  IFRS 
15 if  the partner meets the 
definition of  a customer.

In the case of  the transfer 
of  non-financial assets that 
are not an output of  an 
entity’s ordinary activities, 
it is now required that an 
entity applies IFRS 15 in 
order to determine when to 
derecognise the asset and to 
determine the gain or loss 
on derecognition. This is 
because these transactions 
are more like transfers 
of  assets to customers, 
rather than other asset 
disposals. IAS 18 did not 
provide specific guidance 
for variable consideration 
in these circumstances, but 
IFRS 15 does. 

IFRS 15 excludes 
transactions involving 
non-monetary exchanges 

Some contracts with 
customers will fall partially 
under IFRS 15 and partially 
under other standards.

An example of  this would 
be a lease arrangement with 
a service contract. If  other 
IFRSs specify how to account 
for the contract, then the 
entity should first apply 
those IFRSs. The specific 
subject standard would take 
precedence in accounting 
for a part of  a contract and 
any residual consideration 
should be accounted for 
under IFRS 15. Essentially, 
the transaction price will be 
reduced by the amounts that 
have been measured by the 
other standard.

The second article will 
deal with the five-step model 
of  IFRS 15. ■

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

FOR MORE INFORMATION:

www.ifrs.org

www.fasb.org

between entities in the same 
industry to facilitate sales 
to customers or to potential 
customers. It is common 
in the oil industry to swap 
inventory with another oil 
supplier to reduce transport 
costs and facilitate the sale 
of  oil to the end customer. 
The party exchanging 
inventory with the entity 
meets the definition of  a 
customer, because of  the 
contractual obligation which 
results in the party obtaining 
output of  the entity’s 
ordinary activities. In this 
situation, the recognition 
of  revenue would not be 
appropriate as there would 
be an overstatement of  
revenue and costs.

Leases, insurance 
contracts, and financial 
instruments and other 
contractual rights or 
obligations within the 
scope of  IFRS 9, Financial 
Instruments, IFRS 10, 
Consolidated Financial 
Statements, IFRS 11, 
Joint Arrangements, IAS 
27, Separate Financial 
Statements, and IAS 28, 
Investments in Associates 
and Joint Ventures, are also 
scoped out in the standard.  
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currently on the Live 
Register. More details on 
Springboard, Momentum, 
JobBridge, JobsPlus and 
Skillnets are at www.
skillstowork.ie 

3 AUDIT MONITORING: 
CONTINGENT FEE TAX
Auditors who provide 
tax services based on a 
contingent fee where the 
outcome is dependent on 
the proposed application of  
tax law, which is uncertain, 
must cease such work 
shortly. The ethical standard 
was changed in 2010 but 
a transition period was 
included allowing tax 
assignments completed 
by 31 December 2014 to 
continue.  

4 REVENUE 
RECOGNITION 
A new International 
Financial Reporting 
Standards (IFRS) and 
US generally accepted 
accounting principles 
(GAAP) converged 
standard on revenue 

1 SAR REPORTS TO THE 
LAW SOCIETY
Some practical issues and 
wording anomalies have 
arisen in respect of  SAR 
audits. The key issues 
identified are:

* rule changes mid-
reporting period

* the requirements for 
balancing statements and 
accounting records

* debit balances on 
controlled trust and 
insolvency arrangement 
ledger accounts.
The CCABI has issued 

a guidance document on 
how to deal with the issues 
and it is available on the 
technical library part of  
www.accaglobal.com or at 
http://bit.ly/U5pi18

2 SKILLS TO WORK 
This is a new Irish 
government jobs campaign, 
aimed at making it easier for 
jobseekers and employers 
to know what government 
skills initiatives are available 
to them and to encourage 
businesses to employ people 

recognition has been issued. 
It will result in substantial 
changes to the timing of  
the recognition of  revenue 
in many companies, 
particularly ITC, telecoms 

and service companies 
or companies that 

provide ‘bundled’ 
products. 

The standard 
should improve 
comparability 
of  the top line 
in financial 
statements 
globally, but 
it is likely to 
accelerate the 
recognition 
of  revenue in 
many US GAAP 

companies 
and have an 

unpredictable, but 
potentially dramatic 

effect on IFRS 
companies. 

The previous 
requirements of  both 
IFRS and US GAAP were 
different and often resulted 
in different accounting for 
transactions that were 
economically similar. 
To assist preparers, the 
International Accounting 
Standards Board (IASB) 
and the Financial 
Accounting Standards 
Board (FASB) have 
announced the formation 
of  joint transition 
resource group for 
revenue recognition. The 
group will inform the 
IASB and the FASB about 
potential implementation 
issues that could arise 
when companies and 
organisations implement 
the new standard. 

The group will comprise 

Technically speaking
Aidan Clifford outlines changes that accountants need to be aware of including the new 
revenue recognition scheme and the publication of the FRC’s ‘true and fair’ statement

IN THIS ARTICLE
1 Solicitors Accounts (Amendment) Regulations 

2013 Uncertainty over SAR report
2 Skills to work initiative Job scheme launched by 

Irish government
3 Contingent fee tax assignments Auditors banned
4 New accounting standard Revenue recognition 
5 ‘True and fair’ FRC publication Confirmed as still 

important in accounting
6 ACCA Ireland Growing technical resources
7 IFRS enforcement Accounting standards for most 

quoted European companies
8 Charity governing documents NI charity regulator 

issues documents to support charities
9 Supply chain finance UK report shows positive 

future potential
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auditors, preparers, 
and users from various 
industries and geographical 
locations as well as from 
both private and public 
companies.

  
5 FRC PUBLISHES ‘TRUE 
AND FAIR’ STATEMENT
The Financial Reporting 
Council has reconfirmed 
that ‘true and fair’ is still 
important in financial 
reporting. An updated 
statement on the application 
of  the ‘true and fair’ 
requirement under IFRS 
and UK GAAP has been 
published. The statement 
confirms that in the vast 

majority of  cases, a ‘true 
and fair’ view will be 
achieved by compliance with 
accounting standards and by 
additional disclosure. 

However, it also notes 
that where compliance with 
an accounting standard 
would result in accounts 
being so misleading that 
they would conflict with 
the objectives of  financial 
statements, the standard 
should be overridden.

6 ACCA IRELAND 
TECHNICAL RESOURCES
ACCA Ireland’s technical 
resources continue to 
grow the number of  ‘self-
help’ sections on the Irish 
technical library. These 
resources can be found at 
www.accaglobal.com 

Short links have also 
been set up for resources 
such as: www.accaglobal.
com/cu (credit union 
resource) or www.
accaglobal.com/irishcharity 
(charity sector resource).

Other resources available 
include incorporating your 

practice; statements of  
insolvency practice; FRS 
102, including an example 
set of  financial statements 
for FRS 102; sundry audit 
resources; a comprehensive 
section on multi-unit 
developments; anti-money 
laundering guidance and the 
ACCA blog specifically for 
ACCA advisers.

This blog is available at 
http://accaadvisor.blog.
com and is used to provide 
technical information to 
members immediately. As 
the members’ magazine 
has an finite size, some 
technical articles are posted 
to the blog instead. The blog 

also serves as a searchable 
resource of  past articles.
External blogs are not 
subject to ACCA’s editorial 
policy.   

7 IFRS ENFORCEMENT:
NEW STANDARDS
The European Securities 
and Markets Authority 
(ESMA) has the role 
of  coordinating the 
enforcement of  accounting 
standards for most quoted 
companies in Europe. The 
IAASA is the local ‘arm’ of  
this enforcement. ESMA 
has issued a number of  
documents recently that will 
be of  interest to members 
in the public interest entity 
sector: preparers, auditors 
and educators. 

Of  note are the guidelines 
for enforcement and the 
document summarising 
enforcement actions 
by topic. The latter is 
a veritable textbook of  
appropriate treatments in 
key areas of  IFRS. See www.
esma.europa.eu/it/page/
IFRS-Enforcement-0 

▌▌▌WITH THE VAST MAJORITY OF CASES, A ‘TRUE AND 
FAIR’ VIEW WILL BE ACHIEVED BY COMPLIANCE WITH 
ACCOUNTING STANDARDS AND ...DISCLOSURE

8 NEW GOVERNING 
CHARITIES DOCUMENTS
Northern Ireland’s charity 
regulator has launched a 
series of  model governing 
documents to support 
charities in NI. 

The model governing 
document templates are: 
a model trust deed for 
charitable trusts; a model 
constitution for charitable 
associations; a model 
constitution for small 
charitable associations; 
and a model memorandum 
and articles for charitable 
companies. See www.
charitycommissionni.org.uk 
for more information. 

9 UNTAPPED SUPPLY 
CHAIN FINANCE
A recent report on supply 
chain finance in the UK 
could influence the Irish 
supply chain industry to 
follow suit. In November 
2011, the UK government 
announced the creation of  
an industry taskforce to 
examine the potential for 
creating better access to 
alternative credit channels 
for SMEs and mid-market 
companies. 

Supply chain finance 
is broadly defined as 
the use of  financial 
instruments, practices and 
technologies for optimising 
the management of  the 
working capital and liquidity 
tied up in supply chain 
processes between business 
partners. The taskforce 
published its report the 
following March, naming 
professional accountancy 
bodies, including ACCA, as 
the UK government’s natural 
partners in accelerating 
the adoption of  supply 
chain finance. In February 

2014, ACCA’s Global Forum 
for SMEs cited reverse 
factoring in particular as 
one of  the most promising 
tools for financing small 
businesses around the 
world, and noted the growth 
potential in the sector, which 
currently makes up only 4% 
of  the global receivables 
financing market.

This report, A study of 
the business case for supply 
chain finance, prepared 
by Aite Group, was 
commissioned as part of  
ACCA’s commitment to the 
promotion of  supply chain 
finance at the global level. It 
is aimed primarily at senior 
finance professionals and 
is meant to function as a 
learning resource and a 
reference text. But it also 
aims to add to the body of  
knowledge on supply chain 
finance in two ways. 

First, it estimates the 
global market size for 
reverse factoring, arriving 
at a global total of  between 
US$255bn and US$280bn, 
20-25% of  the typical 
industry’s value of  accounts 
payable. Second, it offers 
a first-ever breakdown of  
how the benefits from such 
facilities are distributed 
between suppliers, buyers 
and finance providers. On 
average, the researchers find 
that 80% of  the resulting 
value is shared between 
the suppliers and the buyer 
(with the buyer generally 
benefitting slightly more), 
while another 15% goes to 
the financial intermediary 
and the remaining 5% is 
for the service. See www.
accaglobal.com/gb/
en/technical-activities/
technical-resources-
search/2014/june/a-study-
of-the-business-case-for-
supply-chain-finance.html ■
Aidan Clifford is advisory 
services manager at ACCA 
Ireland. Email aidan.
clifford@accaglobal.com
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1 Government issues statement for remainder of 
term in office

2	 Department of Finance confident Ireland did not 
breach EU state aid rules 

3 Revenue guide on VAT ‘six-month rule’ released
4	 Treatment of travel expenses published
5	 Unfiled VAT returns
6 iXBRL reminder

IN THIS ARTICLE

Tax – an update
The Irish Tax Institute rounds up some of the changes that practitioners need to know about 
in order to be completely up to date

1	GOVERNMENT	STATES	
PRIORITIES	UNTIL	2016
The government issued its 
Statement of Government 
Priorities 2014-2016 in July, 
setting out its priorities for 
the remainder of  its term 
of  office. The document 
outlined the government’s 
intention to reduce the 
marginal income tax rate 
over the coming years. It 
stated that in ‘Budget 2015, 
we will announce a tax 
reform plan to be delivered 
over a number of  budgets 
to reduce the 52% tax 
rate on low- and middle-
income earners in a manner 
that maintains the highly 
progressive nature of  the 
Irish tax system’.

At the time of  writing, 
Budget 2015 is due to be 
announced on Tuesday, 14 
October 2014. 

2	EU	STATE	AID	RULES	
The European Commission 
(EC) has launched an 
investigation into whether 
rulings made by the Irish, 
Dutch and Luxembourg 
tax authorities breached 
EU state aid rules. In a 
press release responding 
to the announcement, the 
Department of  Finance 
said: ‘Ireland is confident 
that there is no state aid 

grounds’ including:

* the agreed credit terms 
exceed six months for 
genuine commercial 
reasons

* refusal to pay the 
supplier due to a genuine 
commercial dispute. 

Inability to pay a supplier, 
however, will not be 
considered a ‘reasonable 
ground’. 

It may be timely for 
taxpayers to review their 
creditors’ ledger balances 
to identify whether there are 
any outstanding debts that 
could give rise to a clawback 
in the July/August VAT 
return. Where an adjustment 
is made and the taxpayer 
subsequently pays the 
outstanding amounts to the 

supplier, a corresponding 
readjustment should be 
made in the next VAT return. 

4	NED	TRAVEL	
EXPENSES
Revenue has updated its 
operational manual on 
the tax treatment of  travel 
expenses paid to non-
executive directors (NEDs). 
Revenue’s position is that 
when a company pays 
expenses of  travel and 
subsistence for attendance 
by NEDs at board meetings, 
these expenses should be 
subject to the PAYE/USC 
regime. 

Revenue also references 
a director’s right to make 
a claim that the travel 

rule breach in this case and 
we will defend all aspects 
vigorously.’ 

The EC’s enquiries relate 
to the application of  tax 
rules in one particular case 
in each country and not 
to their overall corporate 
tax systems. Joaquín 
Almunia, the EC’s vice 

president in charge of  
competition policy, speaking 
at the announcement of  
the enquiries, said: ‘The 
commission does not call 
into question the general 
tax regimes of  the three 
member states concerned.’ 
He also noted that the Irish 
authorities have been fully 
cooperative in providing 
comprehensive replies 
in response to the EC’s 
requests. 

This action is part of  
a wider investigation by 
the EC encompassing tax 
rulings and patent box 
regimes in a number of  
member states, which has 
been ongoing for some 
time. 

3	VAT	‘SIX-MONTH	RULE’		
Finance (No. 2) Act 2013 
introduced a provision 
to clawback input VAT 
deducted on purchases 
where the supplier is not 
paid within six months of  
the VAT period in which 
the purchase was made. If  
a part payment has been 
made, only the amount that 
remains unpaid after six 
months is subject to the 
clawback.  

The provision applies from 
1 January 2014. If  purchases 
made during the January/
February VAT period are not 
paid for by 31 August, the 
taxpayer’s July/August 2014 
VAT return may have to be 
adjusted to repay the VAT 
recovered on the purchases. 

This adjustment does not 
need to be made where a 
taxpayer can show that they 
have ‘reasonable grounds’ 
for having not paid the 
supplier. Revenue has issued 
guidance stating that it will 
accept that the taxpayer 
has reasonable grounds 
not to make an adjustment 
where there are genuine 
commercial reasons for why 
the supplier has not been 
paid. The guidance states 
that the taxpayer should 
contact Revenue to explain 
these ‘reasonable grounds’ 
before the due date for 
submission of  the VAT 
return. The guidance gives 
some examples of  what 
might constitute ‘reasonable 

▌▌▌THE DEPARTMENT OF FINANCE SAID THAT 
‘IRELAND IS CONFIDENT THERE IS NO STATE AID RULE 
BREACH’ IN REGARDS TO A NEW EC INVESTIGATION
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expenses he/she may incur 
are deductible expenses. 
Revenue highlights the case 
law on this topic and notes 
that, generally speaking, the 
expenses will not qualify for 
a deduction. 

5 UNFILED VAT 
RETURNS 
All VAT-registered businesses 
are required to complete 
and send to Revenue an 
annual return of  trader 
details (VAT RTD). 

Revenue issued an 
eBrief  (No. 51 of  2014) 
discussing the VAT RTD 
filing requirement and its 
interaction with tax refund 
claims. Where a taxpayer 
makes a claim for a tax 

refund in a year but their 
VAT RTD for the previous 
year is outstanding, the 
refund will not be issued 
until the VAT RTD is filed. 
Revenue will issue a  
‘notice of  returns 
outstanding’ to notify the 
taxpayer that a refund is 
being withheld.

Where a VAT-registered 
trader is subject to 
mandatory eFiling, the VAT 
RTD must be filed on ROS. 
Once a return is submitted 
on ROS, it can only be 
amended by Revenue. 
The eBrief  also provides 
guidance on what a  
taxpayer should do if  they 
identify an error after the 
return has been submitted.

6 IXBRL PHASE 2 
DEADLINE 
From 1 October 2014, 
the requirement to file 
accounts in iXBRL will be 
extended to more corporate 
taxpayers. From this date, 
all companies which do not 
meet the ‘audit exemption’ 
criteria will be required 
to file accounts in iXBRL 
format for tax returns in 
respect of  accounting 
periods ending on or after 
31 December 2013. 

To qualify for exemption 
from this requirement, 
a company must meet 
all three of  the following 
criteria:
1 The balance sheet value 

of  the company does not 

exceed €4.4m;
2 The amount of  the 

turnover of  the company 
does not exceed 
€8.8m; and

3 The average number of  
persons employed by 
the company does not 
exceed 50.

The requirement to 
file iXBRL accounts 
will be extended to all 
remaining corporation 
taxpayers in 2015. 

Businesses impacted by 
the changes must ensure 
they are prepared in time. ■

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

▲ TRAVEL EXPENSES
Revenue is now monitoring the travel expenses paid  
to NEDs and is enforcing the PAYE/USC tax regime
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31 October 2014. (ROS 
extension to 23 Sepember 
2014).

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

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

GENERAL

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

PAYE
14 October
P30 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 
which file corporation 
tax returns on or after 1 
October 2014 in respect of  

GENERAL

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

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

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

VAT
19 July
Four-monthly VAT3 return 
and payment for the period 
May/August 2014 (ROS 
extension to 23 September 
2014).

COMPANIES

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

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

CORPORATION TAX
21 September
Preliminary tax for 
accounting periods ending 

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).

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

CORPORATION TAX
21 October
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) 
for the tax year 2014. (ROS 
extension to 13 November 
2014).

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

DOMICILE LEVY
31 October 
Return and payment of  
€200,000 domicile levy for 
2013.

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

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 financial professionals working in Ireland, supplied 
by the Irish Tax Institute
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A good MBA fuels 
career success
‘ The global MBA offers high quality tuition, great 
flexibility and global recognition. The real workplace 
case studies alongside the theory improved my 
knowledge and widened my exposure to business 
management. This MBA is perfect for motivated  
and self-disciplined finance professionals to further 
develop their understanding of business.’

Angie Dai
assistant PRC finance manager, ExxonMobil Investment

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

www.accaglobal.com

-MBA Ads-2014.indd   2 12/02/2014   16:50
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PAYE submissions on time 
from 6 October 2014. 
It states that employers 
should ‘make sure that 
all submissions due for 
all of  your PAYE schemes 
are fully up to date by 5 
October 2014’ and that it 
‘will apply penalties: 

* where a Full Payment 
Submission (FPS) has not 
been filed on or before 
the date you paid your 
employees, or where you 
have not told us why the 
submission is legitimately 
late by using the late-
reporting reason field. 

* where we have not 
received the expected 
number of  submissions 
from you.’ 

The amounts of  the monthly 
filing penalties depend   
on the number of  employees 
in the PAYE scheme but 
range from £100 to £400. 

You can find a note 
issued by HMRC at http://
tinyurl.com/paye-late

CLASS 2 NIC 
Legislation will be 
introduced in the NICs Bill 
2014 to ensure that from 
April 2015 liability to pay 
Class 2 NICs will arise at the 
end of  each year (currently 
Class 2 NICs liability arises 
on a weekly basis). 

Class 2 NICs will then 
be collected through self-
assessment for the 2015-16 
tax year onwards. 

Changes also mean 
that only those with profits 
above a profits threshold 
will be liable; those without 
profits or with profits 
below this threshold will 
be able to pay Class 2 
NICs voluntarily. Voluntary 
payments will need to be 

TAX 

AIA
There is a short time 
remaining if  you wish to take 
advantage of  the temporary 
increase in the Annual 
Investment Allowance (AIA). 
It applies for qualifying 
expenditure incurred between 
April 2014 and December 
2015, with the maximum 
amount of  AIA being 
£500,000 for this temporary 
period. It will then, unless 
otherwise announced, revert 
back to £25,000.

If  you are taking 
advantage of  the increase, 
remember that the basic rule 
is that expenditure is incurred 
on the date on which the 
obligation to pay becomes 
unconditional. However, if  
there is a gap of  more than 
four months between the date 
on which the obligation to 
pay becomes unconditional 
and the date on which 
payment is required to be 
made, then the expenditure is 
not treated as incurred until 
the date on which payment is 
required to be made.

You can find worked 
examples at www.accaglobal.
com/advisory

PAYE PENALTIES 
HMRC will introduce in-year 
penalties for failing to file 

made at the end of  the 
year as liability will not 
automatically arise.

DEBT RECOVERY
HMRC can also take 
increased amounts from your 
pay! The changes would affect 
those who owe HMRC 
money and are earning over 
£30,000. A new graduated 
scale applies for the 2015-
16 tax year that increases 
the amount of  debt that can 
be recovered from those on 
higher incomes. HMRC states 
that ‘Debtors will be notified 
in advance of  the amounts 
which will be deducted 
from their income from 
April 2015 onwards’ and that 
an ‘over-riding limit that will 
prevent employers from 
deducting more than 50% of  
an employee’s pay, will apply 
from 6 April 2015’.

REASONABLE EXCUSE
Penalties can be successfully 
appealed where taxpayers 
can establish they acted 
in good faith and have 
grounds for not complying 
with their legal obligations. 
Establishing a defence of  
reasonable excuse is decided 
on a case-by-case basis. Most 
of  the recent cases have 
gone against the taxpayer, 
but in EJ Parkinson & Son 
Ltd the company appealed 
against a fixed penalty 
of  £250 in respect of  a 
failure to submit in time a 
monthly return for April 2013 
under the Hydrocarbon Oil 
Regulations 2002.

The company usually 
submitted the monthly 
returns by post. The normal 
procedure was that a blank 
return would be sent to the 
company two weeks before 

the due date and it would be 
completed and sent by the 
21st of  the month. Written 
evidence of  posting was never 
obtained. No return was 
received or sent for February 
and HMRC sent a warning 
letter. The return for March 
was received, and the return 
for February was submitted 
in the same envelope as 
the return for April, which 
was sent shortly before the 
end of  April. HMRC never 
received the envelope and 
the company sent duplicates, 
which were received in 
July 2013.

HMRC asserted that 
the company should have 
retained proof  of  posting 
but the tribunal said that it 
was reasonable to expect 
that the return would have 
been received and allowed 
the appeal. 

You can find summaries 
and links to the cases, 
including the one above, 
at www.accaglobal.com/
advisory

CHILDCARE PAYMENTS
Tax-free childcare – 
Childcare Payments 
(Eligibility) Regulations and 
draft Childcare Payments 
Regulations 2015 have 
been issued for comment. 
The policy aims to provide 
financial support, up to 
£2,000 per child per year, 
for the cost of  childcare  
for working families. HMRC 
has published two draft 
statutory instruments 
for external technical 
consultation, together 
with a commentary on the 
regulations, and invites 
comments by 3 October 
2014. Visit http://tinyurl.
com/hmrc-child ■

Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly  
round-up of the latest developments in financial reporting, audit, tax and law

58 TECHNICAL | UPDATE

ACCOUNTING AND BUSINESS

http://tinyurl.com/paye-late
www.accaglobal.com/advisory
www.accaglobal.com/advisory
http://tinyurl.com/hmrc-child


11

ACCOUNTING AND BUSINESS

59

www.accaglobal.com/cpd
www.accaglobal.com/subscribe


www.accacareers.com
http://bit.ly/WpzCSP


www.accacareers.com
www.careers.kpmg.ky


AGM: THURSDAY 18 SEPTEMBER
ACCA’s AGM will be held at 1pm (BST) on Thursday 18 September 2014 at 29 
Lincoln’s Inn Fields, London WC2A 3EE. The AGM will be followed by the annual 
Council meeting, at which ACCA’s officers for 2014–15 will be chosen.

valuable contribution as the 
first chairman of  the ACCA 
Regulatory Board.

A number of  other issues 
were considered in Council’s 
formal sessions:

* With regard to strategic 
issues, Council discussed 
the outcomes of  
the recent member 
satisfaction survey and 
key learning points, 
together with a summary 
of  actions taken to 
address concerns raised 
in the surveys. Council 
also broke into workshop 
groups to discuss the 
ACCA brand’s competitive 
strengths and potential 
challenges. This was in 
the context of  one of  the 
key strategic outcomes of  
the 2020 Strategy – Lead.

* Council agreed 
recommendations from 
Nominating Committee 
regarding membership 
of  boards and standing 
committees in the coming 
Council year. It also, on a 
report from Governance 
Design Committee, 
approved amendments 
to Council’s standing 
orders for adoption at the 
annual Council meeting 

Council held a scheduled 
meeting on 21 June 2014. 
The guest presenter at 
the meeting was Katrina 
Wingfield, chairman of the 
ACCA Regulatory Board, 
who presented the board’s 
annual report for 2013. 
The Regulatory Board was 
established in 2008 and 
brings together all of ACCA’s 
arrangements for regulation 
and discipline in a single 
entity. The board stands at 
arm’s length from Council 
and the majority of its 
members are lay individuals.

The report of  the 
board for 2013 focused 
on the introduction of  
legal advisers to provide 
input to disciplinary and 
regulatory committees, 
the increased number of  
hearing days in 2013, the 
successful introduction of  
a case management system 
and ACCA’s relations with 
lead regulators.

This was the last 
report to be presented by 
Wingfield, who will complete 
the maximum term of  six 
years as chairman of  the 
board in September 2014. 
Council took the opportunity 
to thank Wingfield for her 

in September, as well 
as guidelines for the 
use of  social media by 
Council members.

* Council approved the 
consolidated financial 
statements and corporate 
governance statement for 
2014, together with the 
text of  ACCA’s 2013-2014 
integrated report. It also 
approved the Notice of  
Meeting for the 2014 
AGM. The reporting 
suite of  material will 
be available on ACCA’s 
website from the end 
of  July, together with 
information relating to 

the AGM and Council 
elections. (Members are 
encouraged to engage 
with ACCA by submitting 
their votes by the closing 
date of  11 September.)

* Council considered a 
paper providing feedback 
on the Council meeting 
in Dubai and related 
events, and noted that 
the visit was successful 
in positioning ACCA as a 
strong supporter of  the 
local profession and in 
facilitating engagement 
with key stakeholders. 
Council also noted that 
successful regional visits 
had taken place to Oman, 
Bangladesh, Pakistan 
and Sri Lanka.

* Council agreed to reaffirm 
its policy of  holding an 
international Council 
meeting every two years. 
It also agreed in principle 
that the international 
Council meeting in 
2016 should be held in 
Singapore, with associated 
visits by smaller groups 
of  Council members to a 
number of  other markets 
in the region.

* Council received a 
number of  briefing papers 
updating members on 
various matters including 
the Flexible Exam Delivery 
Support programme, the 
development of  ACCA’s 
global forums and the 
implementation of  ACCA’s 
corporate IT plan. ■

WEBCAST: ACCA PRESIDENT AND CHIEF EXECUTIVE
Tune in to watch the ACCA Engage webcast from 11 September at www.accaglobal.com/engage. ACCA’s chief 
executive, Helen Brand, and president, Martin Turner, will be answering a number of questions submitted by 
members on topics such as market recognition, membership fees and the ACCA Qualification.

Council highlights
The Regulatory Board’s annual report, member satisfaction and Nominating Committee 
recommendations were on the agenda at the Council meeting held on 21 June 2014
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INVESTMENT UPDATE
17 September
18.00–20.00
Financial Services Network 
in partnership with CISI
Frank O’Brien, Investment 
Strategies
The Spencer Hotel, IFSC
Two CPD units 

INCOME, EMPLOYMENT 
TAX AND SOCIAL 
SECURITY UPDATE 2014
18 September
09.30–16.30
Practitioners Network in 
partnership with Irish Tax 
Institute
Various speakers
Hilton Hotel, Charlemont 
Place
Seven CPD units

THE R&D TAX CREDIT, 
THE INTANGIBLE ASSET 
REGIME AND OTHER 
IMPORTANT RELIEFS 
24 September
09.30–16.30
Corporate Sector Network 
in partnership with Irish Tax 
Institute
Ian Collins and Fergus 
McCormack, EY
Radisson Blu Royal, Golden 
Lane
Seven CPD units

CORK

EMPLOYMENT LAW
18 September
18.00–20.00
Munster Members’ Network
Ian O’Herlihy, Mason Hayes 
& Curran
Clarion Hotel, Lapps Quay
Two CPD units

DERRY

TAXATION UPDATE
30 September
18.00–20.00
Ulster Members’ Network
Tom Penman, EY
City Hotel
Two CPD units

DUBLIN

FRS 102
11 September
18.15–20.15
Leinster Members’ Network
Fergus Condon and Olivia 
Regan, Grant Thornton
Hilton Hotel, Charlemont 
Place
Two CPD units

EMPLOYMENT LAW
17 September
09.30–16.30
Corporate Sector Training
Deirdre McHugh
Gibson Hotel, Point Village
Seven CPD units

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

BUSINESS LEADERS’ 
BREAKFAST 
25 September
07.30–09.00
Business Leaders’ Forum
Alan Dukes 
Westbury Hotel
Two CPD units

DUNDALK

TAX UPDATE 2014 AND 
REVENUE AUDITS
25 September
18.00–20.00
Leinster Members’ Network
Rose Tierney, Tierney Tax 
Consulting
Crowne Plaza
Two CPD units

GALWAY

TECHNICAL UPDATE
23 September
18.00–20.00
Connaught Members’ 
Network
Aidan Clifford, ACCA Ireland
Menlo Park Hotel
Two CPD units

LIMERICK

HANDLING NEW 
COMPLIANCE 
INITIATIVES AND 
AUDITS BY REVENUE
10 September
18.00–20.00
Munster Members’ Network
Pat Sheehan, BDO
Clarion Hotel, Steamboat 
Quay
Two CPD units

PRACTITIONERS 
CONFERENCE 3 
1 October
09.30–16.30
Practitioners Members’ 
Network in partnership with 
Mercia Ireland
Various speakers
Carlton Castletroy Park 
Hotel
Seven CPD units

WATERFORD

CAREER ADVANCEMENT
24 September
18.00–20.00
Munster Members’ Network
Rowan Manahan, Fortify 
Services
Tower Hotel
Two CPD units ■

▲ INTO THE WEST
Dunguaire Castle near Kinvarra in Co Galway, Ireland
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Global online conference

ACCA members will be 
able to enjoy four days of  
global content delivered 
live and on-demand at the 
Accounting for the Future 
conference, which runs from 
15 to 18 September.

The free worldwide event, 
delivered via live webcasts 
and on-demand videos, 
will explore the role that 
finance professionals will 
play in building a strong and 
successful global economy. 

ACCA will harness 
the latest technology to 
bring together finance 
professionals from around 
the world to share and learn 
from their peers. 

Its experts will share 
the latest insights on how 
businesses need to adapt 
to meet the future needs of  
stakeholders, regulators, the 
economy and the public. 

Each of  the four days will 
have a different theme:

15 September Driving 
business performance: 
creating value through 
effective risk management 
and governance
16 September The role 
of  reporting: investors 
and how to increase the 
relevance in reporting
17 September Talent and 

transformation: creating 
the finance function of  
the future
18 September Future 
proofing: preparing your 
business for the changing 
future landscape

Register at www.
accaglobal.com/
accountingforthefuture 

Topics including risk, culture, investors, reporting and the finance 
function will be explored at ACCA’s Accounting for the Future event

INSIDE 
ACCA
64 Diary Events

62 Council Report

20 ACCA president 
Discussion on 
non-qualified 
accountants needs 
to be continually 
addressed

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 

▲ LIVE WEBCASTING
The free four-day event is a great opportunity to share knowledge

ACCA MEMBERSHIP HITS 170,000
An increase of almost 5% in member numbers has resulted in ACCA’s membership 
reaching 170,000. At the same time, ACCA recorded 436,000 students, of which 
384,000 – an increase of more than 12,000 on the previous year – were studying for 
the ACCA Qualification for 2013-14.

The rate of  growth among members, at 4.7%, is the highest of  any of  the 
international accounting bodies, comprising 10,377 new members and a 98.4% 
retention rate among existing members.

Fundamental to achieving growth is ACCA’s professional standing. ACCA asked 
employers for their overall perceptions – 95% said that ACCA was a respected brand 
and 89% said that ACCA was a world-class organisation. ACCA was seen as being 
the global leader among international accounting bodies by more than 50% of  those 
surveyed, with only 17% mentioning the next highest-ranked body. Learning providers 
were also asked about their views – 90% said ACCA is a world-class organisation and 
85% agreed that ACCA is a great career choice for young people.

ACCA chief  executive Helen Brand described the results as heartening, 
commenting: ‘The opinions of  employers and learning providers are critical to us, 
since they provide career and learning opportunities to all our members and students.’

She added that ACCA had achieved all the targets set for speed, efficiency and 
quality of  email and telephone service – all of  which are benchmarked against globally 
accepted service delivery measures.

FIVE
Number of  years of  
the ACCA/IMA Global 
Economic Conditions 
Survey – the largest of  
its kind in the world. 
To commemorate this, 
ACCA has published 
a health check for the 
global economy, based 
on the full five years’ 
worth of  survey data.  
www.accaglobal.com/
ab102
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units by reading  
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