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Economy, emigration and employment

New research is showing 
that, although Ireland’s 
national debt grew at the 
highest rate in the world 
after the economic crash, the 

rate at which the economy is now expanding is suffi cient to 
ease the debt burden.

The Debt and (Not Much) Deleveraging study by consulting 
fi rm McKinsey also concludes that the rate at which Irish 
households have cut debts as a proportion of disposable income 
eclipses all other countries, with only the US coming close. As 
debt continues to grow in other countries, McKinsey says the 
forecast reduction in Ireland’s public debt ‘is the result of strong 
projected GDP growth backed by a strong rise in business 
investment and exports’. This positive outlook has infl uenced 
employment opportunities across Ireland and in this issue we 
look at recruitment and employment trends across the business 
and fi nancial sector. 

In this month’s economy focus, we look at the Big Four and 
how they are investing heavily in accountant recruitment and 
expansion in both Ireland and Northern Ireland. Firms of all 

sizes are expanding in NI and, in Belfast specifi cally, a number of 
business hubs have been established.

One of these fi rms, Grant Thornton Ireland, has taken 
over the UK offi ce in Belfast, adding 45 new staff to their 
growing team. Incoming ACCA Ireland chairman Fergus 
Condon FCCA and head of fi nancial accounting and advisory 
services at Grant Thornton discusses this expansion and how 
the business is hiring specialist industry experts to directly 
recruit accountants from abroad, many of whom may have 
emigrated during the recession. With the lack of experienced 
and qualifi ed accountants, a void is being felt across the 
fi nancial sector in Ireland. 

Condon says fl exibility in 2015 is key where recruitment is 
concerned and ‘Grant Thornton’s global mobility programme, 
which is not only trying to recruit people but also outsource 
skilled accountants to the relevant fi rms in the network, is one 
employment initiative proving to be successful’. 

Condon begins his offi cial tenure as ACCA Ireland’s chairman 
on 27 March.

Shauna Rahman, Ireland editor, shaunarahman@ifpmedia.com
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▲ New recruits
Accenture’s Ashling 
Quaile and Alastair 
Blair, pictured above, 
announce the firm is 
creating 200 new senior 
roles and 50 graduate 
jobs in Ireland

▲ Mail bank
The UK’s Post Office, 
which partners with Bank 
of Ireland, announces 
plans to become one  
of the UK’s biggest 
financial services 
providers by 2020

▲ Flying away
Aer Lingus, Ireland’s 
national airline, is 
expected to be sold for 
€1.4bn to International 
Airlines Group, the owner 
of British Airways, in this 
latest twist in the tale

▼ Charging ahead
The deadline for 
registration with Irish 
Water has passed – as 
well as arrests – and 
countrywide protests 
against the looming 
water charges continue

6 News | Pictures
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▼ Back to school
Eleven start-ups 
(including Herdwatch, 
pictured below) will 
undergo intensive 
business training 
through The Irish Times/
AIB Start-up Academy

▼ Trading up
Medtronic (whose CEO, 
Omar Ishrak, is pictured)
has become Ireland’s 
largest business after 
acquiring Dublin-
domicile Covidien in a 
US$42.9bn deal

▼ Under the 
influence
Ian O’Sullivan and Eimear 
Murphy won this year's 
BT Young Scientist and 
Technology Exhibition 
with their study on 
the effects of parental 
alcohol consumption
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News round-up
Dublin ranks second in terms of property investment in Europe; Ireland’s debt has fallen 
more than any other EU state last year; and there is a jobs boost in Northern Ireland

Banking inquiry
Central Bank governor 
Patrick Honohan has told the 
Oireachtas banking inquiry 
that late fi nance minister, 
Brian Lenihan, had wanted to 
nationalise Anglo Irish Bank 
and the Irish Nationwide during 
the banking crisis and refused 
to provide guarantees on their 
subordinate debt. But, said 
Honohan, Lenihan claimed he 
was ‘overruled’. The inquiry 
intends to question the then 
taoiseach, Brian Cowen, later 
this year. The International 
Monetary Fund has now 
criticised that government 
for the bail-in of unsecured 
creditors, at a cost of €64bn.

EY’s health-tech start-up
EY is sponsoring an early-
stage start-up programme for 
health-tech enterprises. The 
programme, FutureTech, will 
be run by university incubator 
NDRC and University College 
Dublin. Ten places are 
available on the intensive, 
eight-week course, which 
aims to mentor exciting 
new Irish health technology 
businesses. Aidan Meagher, 
EY’s head of life sciences, said: 
‘The business of healthcare 
is changing dramatically and 
digital health is recognised 
globally as one of the key 
focus areas that will impact the 
future evolution of healthcare.’

Dublin comes second
Dublin is Europe’s second 
most buoyant city for property 
investment, behind only Berlin, 
according to PwC’s report, 
Emerging Trends in Real 
Estate Europe 2015. Dublin 
has attracted substantial real 
estate investment and strong 
returns as the property sector 

bounces back. According to 
analysis undertaken by PwC 
and the Urban Land Institute, 
€2.2bn fl owed into Dublin real 
estate in the fi rst nine months 
of last year. But, adds the 
report, offi ce rents and values 
remain some way below their 
pre-recession highs.

Irish competitiveness
Irish competitiveness is 
at risk, the president of 
Ireland’s American Chamber 
of Commerce has warned. 
Incoming president Eamonn 
Sinnott said that above-
infl ation cost increases on 
certain items were eroding 
Ireland’s competitive position. 
He quoted rises in healthcare 
costs over the last 10 years of 
more than 200% and a 15% 
increase in residential property 
prices. He added that Ireland’s 
R&D spend, as a proportion of 
GDP, is below the EU average.

Mortgage rules eased
The Central Bank has modifi ed 
proposals to introduce 
a minimum 20% deposit 
requirement for all mortgage 
lending. Instead, customers will 
be able to borrow up to 90% 
for home purchases on values 
up to €220k, avoiding fi rst-time 
buyers being pushed out of the 
market. For home purchases 
above €220k, buyers will be 
required to provide a deposit 
of 10% on the fi rst €220k and 
20% on the balance.

Repossessions on rise
The European Commission 
has observed what it refers 
to as the ‘accelerated pace’ 
of mortgage repossessions 
in Ireland. It had previously 
expressed concern that 
mortgage lenders were not 

doing more to deal with 
the high levels of mortgage 
arrears. Some 80% of 
mortgage borrowers with 
arrears of more than 90 days 
have now been contacted by 
their lenders with proposals on 
how to deal with arrears.

Action plan for jobs
The government’s latest Action 
Plan for Jobs contains the 
ambitious target of generating 
100,000 additional jobs by 
2016. It also wants to achieve 
full employment by 2018, with 
2.1 million people in jobs. The 
plan also aims to have Ireland 
holding a top-fi ve position 
in tables of international 
competitiveness, a revived 
domestic economy, expanded 
indigenous businesses that 
increase exports, and the 
establishment and expansion 
of world-class clusters in 
key sectors.

Ireland debt reduction
Irish government debt fell by 
more, proportionately, than 
that of any other EU member 
state last year. Ireland cut 
its sovereign debt by 9.4% 
between the third quarters 
of 2013 and 2014. However, 
Ireland remains one of 
the most heavily indebted 
EU nations, with a debt of 
124.2% of GDP, according 
to the latest fi gures from 
Eurostat. The worst debt-to-
GDP ratios are held by Greece, 
at 176.0%, Italy, 131.8%, and 
Portugal, 131.4%.

IMF pushes cuts
Ireland has been warned 
by the IMF that it needs to 
make further budget cuts 
and raise revenue to get its 
public fi nances under control. 

The warning followed the 
completion of the latest IMF 
inspection visit to Dublin. 
The government has been 
told to eliminate its structural 
defi cit over the next three 
years, requiring spending 
cuts of 0.5% of GDP a year. 
In a statement, the IMF said: 
‘The mission sees scope for 
both the expenditure and 
revenue sides to support 
adjustment, which could 
help create room to rebuild 
capital spending over time.’ 
The IMF warned that tax 
reforms being developed 
by the OECD could damage 
government revenues.

Irish GDP figures
The IMF has suggested 
that Irish GDP fi gures look 
better than they really are 
because of the high levels 
of contract manufacturing in 
the pharmaceuticals industry. 
Overseas-owned pharma 
companies that conduct 
R&D in other countries have 
manufactured fi nal products 
in Ireland, leading to what 
the IMF regards as artifi cially 
infl ated output in Ireland.

NI Assembly approval 
The Northern Ireland Assembly 
has approved an amended 
draft budget, which protects 
spending on health and 
schools but cuts most other 
departments’ spending. 
Approval of the revised budget 
was assisted by an additional 
£150m becoming available 
following the Stormont House 
Agreement. The budget 
provides £204m of additional 
funding for health and £20m for 
the police. Some 20,000 posts 
are expected to be deleted 
over the next four years as a 
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result of a voluntary redundancy 
package, which is being 
fi nanced from capital budgets.

Minister calls for 10% CT
NI enterprise minister Arlene 
Foster has called for a 
corporation tax rate in NI to 
be lower than that in Ireland. 
Foster favours a 10% rate for 
NI, compared with the 12.5% 
basic rate in the South. ‘I 
would like to see it reduced 
to 10%,’ she said. ‘I believe it 
would give us a competitive 
advantage.’ Legislation is 

now proceeding in Parliament 
to devolve the setting of 
corporation tax to the NI 
Assembly. This will involve a 
loss of around £330m a year in 
grant from the UK government 
in order to comply with EU 
state aid rules.

Jobs boost for NI
More than half of NI 
employers expect to take on 
more staff this year, according 
to the latest CBI/Accenture 
Employment Trends Survey. 
Many employers are looking 

to recruit graduates or 
apprentices. Some 43% of 
employers expect to take on 
additional permanent staff, 
while 33% intend to increase 
temporary employment. In 
total, 51% of employers plan 
to increase their staffi ng.  

ECB launches QE
The European Central Bank 
will inject more than €1 trillion 
into the eurozone with a 
quantitative easing programme 
in which €60bn of assets will 
be purchased monthly. The 

programme is unfunded and so 
will increase money supply and 
stimulate economic activity. 
Purchases will continue until at 
least September next year, but 
will continue after that if the 2% 
infl ation target is not achieved 
by then. The value of the euro 
fell from almost US$1.22 at 
the turn of the year to US$1.13 
after the announcement. 
Analysts expect the value of 
the euro to continue to fall, 
with Barclays predicting it to be 
valued at US$1.07 by the end 
of this year. »

Cream of the crop

Almost a third (31%) of the 
world’s top companies are 
led by MBA graduates. 
According to this year’s 
Financial Times global 
MBA rankings, elite 
business schools account 
for 104 chief executives 
in FT500 companies, with 
nine highly ranked schools 
accounting for 74 of them.

1 23 schools
2 Four schools
3 NYU: Stern
3 University of Virginia: Darden
4 Columbia Business School
6 University of Pennsylvania: Wharton
6 University of Chicago: Booth
6 Northwestern University: Kellogg
8 Stanford GSB
9 Insead
28 Harvard Business School

1

2

3

3

4

6

6

6

8

9

28

Number of MBA graduates who are CEOs of an FT500 company
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World Bank forecast
The World Bank has cut its 
global growth projections 
for 2015 from 3.4% to 3.0%. 
It has cut its growth forecast 
for 2016 from 3.5% to 3.3%. 
Growth last year was less than 
forecast, it added, at 2.6%. In 
its Global Economic Prospects 
report the World Bank said 
that while there was economic 
momentum in the US and the 
UK, there was little recovery 
in the eurozone and Japan, 
while growth was slowing 
in China. ‘Soft’ commodity 
prices, low interest rates, weak 
global trade and divergent 
monetary policies in the major 
economies are all damaging 
the recovery, it said.

Deloitte appeals victory
Deloitte won a partial victory 
in the Financial Reporting 

Council’s Appeal Tribunal. The 
tribunal upheld the appeal 
by Deloitte and its former 
partner Maghsoud Einollahi 
against fi ndings of misconduct 
regarding ‘Project Aircraft’, on 
work to realise MG Rover tax 
losses. However, these fi ndings 
were upheld in relation to 
the MG Rover’s ‘Project 
Platinum’ to dispose of the car 
company’s loan book.

EY ‘armed services’
EY is to actively recruit from 
the armed services, after 
signing the Armed Forces 
Military Covenant. Under the 
agreement, EY is committed to 
supporting the employment of 
veterans and their families and 
assisting existing employees 
who become members of the 
Reserve Forces. EY currently 
employs more than 40 former 

military personnel in the UK 
and Ireland. The fi rm will 
help candidates translate 
their military experience 
into transferrable skills 
for the private sector and 
provide support through a 
mentoring scheme.

Audit group diversity
Audit committees are 
vulnerable to ‘groupthink’ and 
would benefi t from greater 
diversity of membership, 
according to a UK study 
forming part of KPMG’s 2015 
Global Audit Committee 
Survey. ‘Gender, ethnicity 
and other “observable” 
elements of diversity are 
hugely important, but if UK Plc 
is really serious about having 
truly diverse boards then 
diversity of thinking must be 
right up there on the board’s 

agenda,’ said Tim Copnell, 
chairman of KPMG’s UK Audit 
Committee Institute. 

Logistics insolvencies
Insolvencies in the delivery 
and logistics sector rose 
by 20% last year and have 
been rising every year 
since 2010, according to 
analysis conducted by 
Moore Stephens. Some 221 
companies in the sector went 
out of business in 2014, up 
from 184 in 2013. The fi rm said 
that increased e-commerce 
trading has created a gulf 
between the ‘haves’ and the 
‘have-nots’ in the sector, with 
many small companies having 
insuffi cient fl exibility and reach 
to compete.  

Unlock barriers to CFO
Senior managers working 
in shared services and 
transformation roles are 
facing barriers in moving 
up to CFO positions, warns 
an ACCA report, Finance 
Transformation Roles: 
Pathways to CFO. Report co-
author Jamie Lyon said: ‘CFOs 
today need to be able to bring 
real strength in areas such as 
transformational leadership 
and change, the ability to run 
fi nance operations effi ciently 
and understand the value 
and use of technology. 
Career moves here need 
to be planned carefully if 
the ultimate ambition is to 
be CFO.’

Financial recruitment
Almost half of businesses 
in the banking and fi nancial 
services sector expect to 
recruit this year, according to 
Michael Page’s 2015 annual 
salary survey of the sector. 
While 45% of respondents 
expected some increase 
in personnel, nearly 20% 
predicted headcount to rise 
‘signifi cantly’. Some 58% 
expect salaries to rise. ■

Compiled by Paul Gosling, 
journalist 

World’s richest 1% earn more than the rest

The combined wealth of the richest 1% will overtake that of the other 99% next year on 
current trends, according to a new report from Oxfam. Or, put another way, 80 billionaires 
have the same wealth as the bottom half of the world’s population. Launched at Davos, 
Wealth: Having it all and wanting more, urges action against inequality.  

‘Global wealth is increasingly concentrated in the hands of a small wealthy elite’ says the 
report. ‘These wealthy individuals have generated and sustained their vast riches through 
their interests and activities in a few important economic sectors, including fi nance and 
insurance, and pharmaceuticals and healthcare.’
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‘One of my 
objectives is to 

create awareness 
of ACCA Ireland 

members in 
senior finance 

positions’
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New beginnings
Incoming ACCA Ireland chairman Fergus Condon FCCA discusses his role as a partner in 
the financial accounting and advisory services team at Grant Thornton Ireland

team help organisations to deal with changes in accounting 
regulation and its impact on related business processes and KPIs. 
The upcoming change to revenue recognition accounting is a 
good example of this.
GAAP conversion This work ranges from US GAAP, local GAAP 
and IFRS conversions for statutory reporting requirements across a 
range of jurisdictions, to processes where consolidated US GAAP 
to IFRS (or vice versa) conversion across an international group 
is required. ‘Our team is experienced in structuring and working 
through such projects. High on our ‘watch list’ currently is getting 
companies ready for FRS100 and FRS102. We are active in this 
area, where we lead and manage the conversion itself; review and 
point out areas where change is required; and train internal teams 
to prepare for the implementation in-house,’ Condon says.
Complex financial instrument accounting Financing methodology 
for organisations is constantly evolving, and accounting correctly for 
these instruments has become quite specialised. ‘To avoid surprises 
at audit time, we’re seeing growth in advisory requests around 
derivatives, futures, options and swaps.’ 
Transaction accounting In recent years, a considerable amount 
of this work has been driven by companies’ restructuring 
requirements and, more recently, there have been perceptible 
increases in mergers and acquisitions, Condon says. The one-
off nature of these transactions and the amount of finance 
operations work already going on may mean the expertise or 
bandwidth isn’t on hand in-house to research the accounting » 

Born in Dublin before relocating as an infant to Offaly, 
Fergus Condon grew up watching his father and 
mother set up their own business, which initially 

fuelled Condon’s early interest in business, finance and 
accounting. Today, Condon is a partner in Grant Thornton’s 
Financial Accounting and Advisory Services (FAAS) team, 
with responsibility for growing Grant Thornton’s market 
share of the large corporate, multinational and financial 
services sector. 

He joined Grant Thornton two years ago as partner, to team 
up with Sinead Donovan and Tony Thornbury. ‘We recently 
welcomed another partner, Tim Lohan, on board, so with four 
partners and 50-plus people working within FAAS, it is a positive 
time for us,’ he says. ‘Our business unit goes to market on three 
propositions: global compliance and reporting, accounting 
advisory and effective financial reporting.’ 

Global compliance and reporting
Global compliance and reporting is aimed at the shared services 
sector within both Ireland and around the world. The major 
benefit for the client is to have a single point of contact within 
Grant Thornton. This single point of contact manages the service 
provision for all finance function compliance requirements across 
the company’s European and global markets, which is what 
international companies want.

‘As large corporates and multinational organisations expand 
into new markets or undertake finance function transformations, 
an opportunity arises to reconsider how the entity deals with 
the need for local expertise and an increasingly complex 
regulatory environment,’ Condon says. ‘Our global compliance 
and reporting proposition provides a model to reflect these 
requirements. Through a single point of contact, enabled by 
technology, we can assist with statutory accounts preparation, 
centralised statutory audits, tax compliance, international payroll 
and local country filings on a centrally managed basis through 
our global organisation of member firms.’ 

Advisory role
Condon divides the services of the accounting advisory 
business into five different areas: accounting concepts 
to practical implementation; GAAP conversion; complex 
financial instrument accounting; transaction accounting; and 
legal entity simplification.
Accounting concepts to practical implementation The world 
may be aspiring to a single set of global accounting standards, 
but they are not becoming any less complex. Condon and his 

2012-2015
Grant Thornton
Condon is a partner in Grant 
Thornton’s Financial Accounting and 
Advisory Services Group. He is also 
vice-chair of ACCA’s Global Forum 
for Corporate Reporting; a member 
of the Consultative Committee of Accounting Bodies in 
Ireland (CCAB-I) and of Grant Thornton’s International 
Interpretations Group (IIG) – the network’s global IFRS 
policy committee

1998-2012
EY
Condon held a number of roles in EY from audit senior 
within the entrepreneurial services group, to director of 
financial accounting advisory services
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responsibilities that are not necessarily in my job description 
but involve me with other areas of the firm; for example, I am 
on the firm’s sales and marketing committee and am the head 
of Grant Thornton’s technology group.’

Filling the accountant void 
Today, much like other major businesses in Ireland, Grant 
Thornton has difficulty sourcing qualified graduates. Like most 
professional services firms, it has a dedicated recruitment team, 
which hires for the firm both here and abroad. 

‘Our recruitment manager is a “black belt” in LinkedIn 
recruitment practices and is specifically recruiting staff from 
abroad including mainland Europe and Asia. We have a 
global mobility programme, which is not only trying to recruit 
people but also place skilled accountants in relevant member 
firms in the network. 

‘In the last seven years all firms in Ireland reduced their 
graduate intake, so in 2010, when graduates’ training contracts 
were finished, the number of qualified accountants was less and 
there was also a mass emigration of these skilled individuals, 
as many continued to want to travel abroad. Compounding 
the problem is the multinational factor. Although it was great 
economically to have these companies come to Ireland, it means 
the professional services firms are competing with them to try 
and attract graduates and qualified accountants,’ says Condon. 

Both of these factors mean it is still quite difficult to find 
enough accountants to fill roles in Ireland. ‘There is always a 
race in September to try and reach prospective accountants,’ 
says Condon. ‘But we have a positive reputation in the market 
and we offer flexibility for graduates, in terms of the areas they 
want to work in.’

Investment and expansion
When Condon joined Grant Thornton in 2012 there were 428 
employees; today there are nearly 700, which he says reflects the 
positive economic landscape. On 1 April 2014, Grant Thornton 

implications. ‘Our accounting advisory team is very experienced 
in this area, which gives increased speed and security in terms of 
accounting treatment used,’ Condon says.
Legal entity simplification The group structure of companies 
within large organisations is often complex and over time can 
become very inefficient from a maintenance perspective. There 
are many benefits from simplifying a complex structure such 
as simpler treasury management, reducing ‘trapped funds’, 
achieving an optimal tax structure and reducing the compliance 
risk and cost.

Condon is involved with the Grant Thornton International 
network, which is equipped to support this work. He is a member 
of Grant Thornton International’s IFRS Interpretations Group, 
a role that complements his work as the vice chair of ACCA’s 
Global Corporate Reporting Forum. Condon spends most of  
his time dealing with accounting advisory services, working on 
complex projects – such as supply chain finance – and working 
with banks to secure the best financial structure for the client. At 
the moment, Condon and his team are dealing with two aircraft 
leasing companies that are merging. Grant Thornton is helping 
them with the accounting, which will form part of the investor 
presentations used to raise funding.

All-round finance function service
‘Effective finance functions make the most of people, process 
and technology, and finding that optimal state can be challenged 
by increased regulation and control, not to mention a surge in 
activity caused by high-priority corporate projects, and month 
and year-end close processes. Through our effective financial 
reporting (EFR) proposition, we work with our clients to review 
the finance function to create efficiencies in the processes used 
and provide interim staffing solutions at points in the year when 
additional capacity is required.’ 

According to Condon, EFR is best described as helping 
companies achieve a cheaper, faster or better way to manage 
their finance functions. For example, the team recently helped a 
leading technology and services company, move some of their 
operations and finance processes from South Africa to its shared 
services location in Cork. ‘On high-priority projects, our FAAS 
team provides the project management skills required to see the 
assignment through from start to finish, in addition to providing 
the expertise required to make those projects a success. We 
work with numerous multinational corporations to deliver real 
value and give actionable advice,’ he says.

Role in Grant Thornton
‘My role consists of four parts. Firstly, business development. 
For everyone working in advisory services of any kind, the 
clock starts at zero each year. We have annuity relationships 
with clients, rather than annuity engagements that occur each 
year. The second part of my role is people; they deliver our 
service, so our people strategy has a direct impact on our 
clients. The third part is, of course, accounting, which is what 
I’m primarily known for in the marketplace. The fourth part of 
my role is being a partner in the firm, which means I have other 

ACCA Ireland

* Increase student recruitment: 
‘Children (of all ages) are our 
future, at least metaphorically 
speaking. I want to encourage 
employers to take ACCA trainees 
into their business. Hopefully, we are leading by 
example here at the firm.’

* Highlight the success of ACCA members in senior roles 
in Ireland: ‘We need to emphasise their achievements.’

* Continue to build on the mentoring programme that 
Anne Keogh has put in place: ‘It’s up and running, 
but I want to help ensure it is sustainable by moving it 
from an ongoing project, to an established behaviour 
of the ACCA family in Ireland.’
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educate yourself about new trends in business.’
There were major changes to ACCA Ireland’s constitution 

in 2012. On 27 March, Condon becomes the organisation’s first 
chairman, replacing the title of president. Condon’s predecessor, 
Anne Keogh FCCA, implemented a formal mentoring strategy 
for new members during her tenure and has already put the 
foundations for this in place within the ACCA organisation. Is this 
something that Condon feels should be continued? 

‘One hundred per cent. I completely back this initiative and 
the objectives behind it. This will be an important part of my role 
as ACCA chairman – to ensure the mentors and mentees are 
following the particular process that has been put in place. 

‘I also need to be a point of contact for ACCA members 
to ask the important questions and field queries about 
their particular industries. And lastly, the role of the finance 
professional in Ireland is changing, and one of my objectives is 
to create awareness of ACCA Ireland members in senior finance 
positions in Ireland,’ he says.

Family values 
The dedicated work ethic instilled in Condon was introduced to 
him at an early age from his hardworking family background. ‘My 
father was a mechanic on a Thursday night and a greengrocer 
on a Friday morning. My mother got out of bed at 5am every 
day to turn the ovens on in the bakery. We were open 364-and-
a-half days of the year! I grew up in that business, so I am quite 
empathic with start-ups and my brother and sister are both 
involved in running businesses. 

‘Watching my parents experience the positive and negative 
sides of owning a business was a major influencer on my decision 
to pursue accounting as a career choice. I am looking forward to 
a new journey as ACCA chairman in 2015 and bringing both my 
professional and personal attributes to the role.’ ■

Shauna Rahman, editor, AB.IE

Ireland merged with the the Belfast office, which had been part 
of the UK firm, creating an all-island practice and adding 45 staff 
to the firm. There is a particular strategy within Grant Thornton, 
according to Condon, to compete against the Big Four but not 
to replicate. 

‘We are seeking to grow, particulary by scale, and enter 
into markets and services where we feel we can be market 
leaders. For example, in the last 12 months we have established 
cyber security services and media teams. There is a perception 
that the firm’s growth is from the recovery services part of the 
business, and up until I joined Grant Thornton in 2012, I would 
have thought that also. However, the majority of insolvency 
practitioners report that recovery services have peaked and are 
actually now in decline. Our new hires are looking to work in 
areas of opportunity which are reflective of the positive turn in 
the economy.’

Importance of network establishment
Condon chose to qualify with ACCA after leaving school 
because he didn’t want to have to enter into a three-year 
contract with a firm or company. As it happens, he stayed in his 
first job for 14 years. 

‘I went to college in Waterford and completed my ACCA 
exams before beginning work in Dublin. I noticed that my 
colleagues tended either to have their own networking group, 
or knew of groups that they could join. ACCA provided me with 
those opportunities, and I put myself forward for the ACCA 
Leinster Panel. This instilled in me how important it was to have a 
wide network within the accounting industry. As an international 
brand, ACCA is expanding rapidly, and it is essential for 
members to attend networking and CPD events, and link up 
with other ACCA local and international members. When the 
economy took a nosedive, suddenly everyone realised how 
important it was to have an established network as a platform 
from which you could voice your concerns, seek advice, or 
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Big Four spread their net
In the strengthening economies of Ireland and Northern Ireland, demand for qualified and 
trainee accountants alike is rising, and the Big Four are busy scouring the talent pool

A spokeswoman for PwC says: ‘We haven’t changed our 
recruitment approach. We held our graduate recruitment 
numbers right through the recession. If we had stopped 
recruiting graduates we would have damaged ourselves for the 
future. We are recruiting 250 graduates each year in Ireland, plus 
some 50 or so who are professionally qualified.’

Graduate recruitment begins in late August when the firm 
goes out to colleges, interviews people and assigns presentations 
to them. The spokeswoman explains: ‘It is a long process 
of getting to know them. It is based on their qualifications, 
background, and how well they present themselves at interview. 
Their presentation skills are especially important at the 
moment. We don’t just recruit business graduates – science and 
engineering graduates are also very important to us.’

PwC is the only one of the Big Four that does not operate 
on an all-Ireland basis, with NI integrated as part of the UK 
rather than the Irish operation. Lynne Rainey, a director with 
PwC’s forensic consulting team in NI, who has responsibility 
for managing graduate recruitment, says: ‘PwC in NI is one 
of the region’s biggest graduate recruiters, both for aspiring 
accountants and those seeking a career in consulting and our 
new technology and related businesses. Over the past year, 
we’ve recruited over 200 new staff and will recruit around a 
further 900 over the next 36 months. The majority of these are 
graduates or recent graduates with some work experience.’ 

One of the consequences of the spate of investments and 
expansions in NI’s business and financial services sector has been 
a tightening in the graduate labour market. So while there is still 

no shortage of graduates, there is now 
greater competition for them in the 
recruitment market. 

‘Our profession is changing,’ 
says Rainey. ‘It’s no longer just 
about becoming an accountant; 
we are developing people who 
will become trusted advisers, will 
work internationally, and will enjoy 
exciting, rewarding and varied careers. 
Communicating those opportunities 
to an increasingly selective graduate 
market is the challenge.’ 

Rainey adds that PwC’s experience 
suggests that the best recruiters for 
those new career opportunities are its 
own staff. The firm goes into schools, 
colleges and universities, participates 

According to specialist accounting recruitment practice 
Barden, demand rose by a third last year as both 
foreign direct investors and SMEs sought experienced 

professionals. The Big Four are also recruiting heavily, 
especially since Deloitte, EY and PwC established new hubs 
in Belfast to support global activities.

KPMG
Paul Vance, head of recruitment at KPMG in Ireland, which has 
1,900 people north and south of the border, says: ‘In both Ireland 
and Northern Ireland we’re seeing the improving economy result 
in increased demand for our services, and that’s reflected in our 
own recruitment plans. We’re the largest private sector recruiter 
of graduates in Ireland, so in many ways we act as a bellwether 
for the wider economy.

‘We’re not under any illusions – good candidates have 
choices as to specialisms within the accounting profession and 
where in the world they go, so firms have to be as attractive 
as possible. For most hires this ends up being a combination 
of remuneration, the range of client opportunities, training 
and career progression. For graduates, a firm’s track record of 
success in professional exams is also a major consideration. Our 
recruitment model at all levels is a mixture of direct application 
and some agency engagement. It varies widely depending on 
the role and the type of candidate we’re looking for.’

KPMG is also targeting qualified accountants who left the 
country during the recession but are now interested in returning 
home. Vance explains: ‘The good news is that Ireland is seen as 
an attractive place to live and work. 
We’re certainly meeting some people 
who have worked and travelled abroad 
and who see that the economy, in both 
NI and in the south, is providing better 
opportunities, and we aim to tap into 
that vastly improved sentiment.’

PwC
PwC is the Big Four firm with easily the 
largest presence in Ireland. Its staffing 
is 2,843, up slightly from 2,806 last 
year. About 1,200 of these are based in 
NI, following a substantial expansion. 
PwC is currently undertaking a big 
recruitment process for its Belfast 
operations, while also continuing its 
steady recruitment in Ireland. 

‘We’re not under 
any illusions. 

Good candidates 
have choices, 

so firms have to 
be as attractive 

as possible’
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in recruitment fairs and runs its own open days and recruitment 
evenings, with partners and staff talking to peers, alumni groups, 
schools and universities. 

PwC increasingly makes use of social media to share its 
publications, research and insights, which helps create curiosity 
about career opportunities in the firm. It’s targeting students 
from NI who are at universities in the UK, and has developed 
a number of higher apprenticeship programmes aimed at 
school-leavers. In the context of soaring university fees, these 
programmes are popular.

‘We conduct face-to-face recruitment fairs in colleges, 
universities, our offices, social media and the web,’ says Rainey. 
‘For experienced hires, our experience suggests that publishing 
research and thought leadership in the professional journals and 
media that are read by recruitment target groups – such as on 
cyber, data analytics and technology – creates curiosity, and we 
can generate a surprising number of direct applications. We’re 

also looking to existing staff and inviting them to move into more 
specialised and experienced roles.’

Deloitte
Deloitte has just under 2,000 staff across Ireland and NI. Rose 
Hogan, Deloitte’s resourcing manager, says: ‘Deloitte in Ireland 
has achieved significant growth in recent years, and we expect 
all areas of our business to grow in the coming years. In order 
to support that growth, attracting and developing exceptional 
talent locally and globally is vital. We work together with clients 
on their most complex business issues to create an impact 
that really matters for them. We foster a high-performance 
environment and so offer challenging and rewarding career 
opportunities.’ 

Deloitte is currently recruiting for over 100 positions across 
all areas. ‘We are looking for motivated individuals to pursue an 
exciting and challenging career at Deloitte,’ says Hogan. » 
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‘The breadth of services we offer means we are looking for 
professionals from diverse backgrounds and at all levels in 
audit, tax, compliance and regulatory consulting, data analytics, 
information security and advisory, technology consulting, 
strategy and operations, and financial services consulting.’

EY
Of the Big Four, EY has the smallest presence in Ireland. It 
employs 1,527, including 147 in NI. But the figure for its Belfast 
operation is set to soar, with nearly 500 staff being taken on. 

Mike McKerr, managing partner for EY in Ireland, says: ‘We 
achieved market-leading growth in the 2014 financial year of 
17.3%, growing all four of our service lines. But EY’s success 

Belfast burgeons

PwC is creating 807 new jobs over 
the next five years in its Belfast and 
Dungannon bases, focusing on two 
activities. One of these is a cloud-based 
management information service called 
My Financepartner, which provides 
clients with much improved financial 
data so they can make key business 
decisions. For this operation, PwC is 
recruiting qualified accountants and 
graduates for training. Another business 
centre, PwC Augment, will provide 
specialist project management support 
to the firm’s clients globally.

Stephanie Hyde, PwC head of 
regions, says: ‘Our decision to invest in 
NI reflects our confidence in the high 
standard of the local graduate pool. 
We’ve benefited from strong local 
talent, recruiting accountancy graduates 
and graduates from other disciplines.’

Meanwhile EY is creating 486 jobs 
in a new business unit based in Belfast, 
offering advisory and assurance services 

to clients outside NI. Recruitment is 
taking place over four years, and the 
firm is seeking qualified professionals, 
graduates and school leavers. 

Mike McKerr, managing partner for 
EY in Ireland, explains: ‘These jobs are 
high-quality posts across our audit and 
consultancy services. The successful 
candidates, on the consultancy side 
of the business, could find themselves 
working on major infrastructure projects 
across the UK, Ireland and even as far as 
the Middle East. 

‘Given the global nature of the firm, 
EY is continuously looking for new 
talent to work with its international 
clients. On the audit side, the  
Belfast-based team members will be 
a mix of mobile and static workforce, 
alternating between face-to-face 
interaction with clients and remote work 
across several areas of the business, 
including data analytics.’

The other Big Four firm in NI, 
Deloitte, has opened an analytics and 
digital hub in Belfast, expected to 

employ 177 people by the end of next 
year, plus another 338 by 2019. The 
firm is recruiting qualified accountants, 
graduates and other suitable 
candidates. Those appointed will attend 
Deloitte’s analytics training academy. 

The firm is also expanding in other 
service areas provided from Belfast, 
including tax, finance, pensions and 
actuarial consulting. In support of this, 
Deloitte has entered into a partnership 
with Queen’s University Belfast on its 
actuarial degree course, supporting this 
through careers development and work 
experience for students.

Jackie Henry, Deloitte’s senior 
partner in Belfast, says: ‘The choice of 
Belfast for this investment is significant 
and was made in the face of strong 
international competition. 

‘The excellent performance of the 
Belfast Technology Studio since it 
was set up in 2011, together with the 
support from government, made NI 
stand out as the best place to grow this 
aspect of our business.’

is about much more than financial results, it is also about the 
people who enable us to deliver exceptional client service. 
Last year, EY appointed eight new partners and increased its 
graduate intake to 200. 

‘As the economy recovers, we have a responsibility to create 
opportunities for young people in our profession in order to 
reverse the recent migration and ensure sufficient talent exists to 
meet future market demand. 

‘We aim to attract local talent, but we are also reaching out 
to those who have emigrated to come home and build a future 
with EY.’ ■

Paul Gosling, journalist
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Performance at a plod
Standards-setters are finally getting a move-on with performance reporting, but the current 
disclosure project could stretch out the long wait still further, says Jane Fuller

A Wall Street Journal article last month 
had the wonderful intro: ‘Zoe’s Kitchen 
Inc is serving up profits – but only after 
leaving some of its expenses off the 
menu.’ The chain of Mediterranean-
themed restaurants has had its 
knuckles rapped by the Securities 
and Exchange Commission for giving 
‘undue prominence’ to non-standard 
earnings measures in regulatory filings.

I have long complained about the 
anarchy of ‘alternative’ performance 
measures, so it is good to see regulators 
on both sides of the Atlantic tackling 
them. It would be far easier to clamp down 
on such abuses if common performance 
measures, from EBITDA (earnings 
before interest, tax, depreciation and 
amortisation) to earnings per share, were 
better defined in accounting standards. 

The good news is that the International 
Accounting Standards Board (IASB) 
has revived its performance reporting 
project. The bad news is that it is only 
now appointing a dedicated staff member 
to get stuck into it. It will be some time 
before proposals emerge on the everyday 
concerns of users of accounts, notably the 
imposition of discipline on the essential 
ingredients of operating performance. 

For revaluations of assets and 
liabilities, we remain stuck with the 
back-to-front approach of defining what 
goes into ‘other comprehensive income’ 
(OCI). This implies that everything else 
is just as good a performance measure 
as the operating information, which few 
believe. If the business of disaggregating 
different types of gains and losses had 
been treated with more urgency by the 

IASB, there would be less need for a DIY 
approach to measuring performance and, 
arguably, no need for OCI. 

Meanwhile, we are being fed the 
thinner gruel of the Disclosure Initiative, 
with the structure of the income 
statement scoped out. Proposals for a set 
of disclosure principles look sensible, but 
it is not rocket science to say that financial 
reporting should be clear, balanced 
and understandable, aid comparability 
and avoid duplication. Oh yes, and be 
‘concise’ – my heart sinks when I read 
the wordy disclosure requirements that 
accompany new standards. 

Standard-setters get pulled in different 
directions. First, there are the mixed 
messages. The UK, for instance, loves 
its net debt reconciliations, but others 
are (rightly) concerned about what is 
netted out. Cash and cash equivalents 
cover various deposits and instruments 
that may or may not be readily available, 
gross of tax. So we are getting two 
projects: on movements in gross debt, 
and on the definition of cash in the 
cashflow statement. The first is worthy but 
unambitious; the second likely to overlap 
with the performance reporting agenda.

The second pull is that when a simple 
principle is laid down, everyone clamours 
for more guidance. Take materiality: the 
IASB is right to focus on whether the 
information would influence an investor’s 
decision to invest. Sadly the pressure 
is on for a clearer definition and more 
explanation. The danger is that it will read 
like a checklist rather than a litmus test.

Standard-setters also tie themselves 
in knots with some unhelpful concepts 
and language, such as ‘cohesiveness’. 
Colloquially, it is obvious that similar items 
should be grouped together and that links 
between the financial statements should 
be easy to follow, where possible. But the 
differences between the statements are 
just as important as the similarities. 

While we are waiting for the clarion 
call to reform performance reporting, 
let’s hope that too much breath will not 
be wasted on clearing the windpipe on 
disclosure. ■

Jane Fuller is a journalist and 
also serves on the Audit and 

Assurance Council of the UK’s 
Financial Reporting Council
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Will we have lift-off?
With a bid in the pipeline for Aer Lingus – and from IAG rather than Ryanair this time 
round – Ian Guider looks at whether Ireland’s national airline might finally be taken over

For much of its short life as a public 
company, Aer Lingus has been under 
siege from Ryanair, which has made 
three attempts to take its smaller rival 
over. Up to now it has proved easy 
to fend off the budget airline and 
its colourful chief executive Michael 
O’Leary, as the Irish government has no 
intention of selling its 25.1% stake in 
Aer Lingus to Ryanair.

However, the approach to Aer Lingus 
by International Airlines Group (IAG), 
the parent company of British Airways 
(BA) and Iberia, is much more difficult for 
the government to dismiss – and it’s the 
government that will have the final say if a 
takeover ever happens. 

It is worthwhile looking at the proposal 
in the light of the international aviation 
environment. Airlines in Europe and the 
US have been consolidating since 2008, 
as recession forced many into bankruptcy 
and then mergers. 

In Europe it has become clear that 
there will be three major groups – IAG, 
Air France-KLM and Lufthansa. This is 
happening because the centre of aviation 
is shifting eastwards as the Middle Eastern 
carriers emerge as the dominant players. 

Aer Lingus has managed to survive and 
grow under its outgoing CEO Christoph 
Mueller. Costs have come down through 
redundancies, changes to work practices 
and finally capping the airline’s pension 
fund deficit. It has also benefited from 
a huge boost to transatlantic passenger 
numbers generated by the opening up of 
new routes to Canada and the west coast 
of the US. 

Yet the company isn’t immune to 
what is happening around it. Passenger 
numbers may have hit a record 11 million 
last year but that is still a fraction of what 
the major airlines carry. 

The board of Aer Lingus says it’s willing 
to recommend the IAG bid as long as the 
government and Ryanair (which owns 29% 
of its rival) do and there are some other 
commitments. Ryanair will probably sell 
out, taking the opportunity to exit Aer 
Lingus at a decent price. It has already 
been ordered by UK regulators to reduce 

its stake to less than 5%. That leaves 
the government. It wants guarantees on 
two issues: jobs and a commitment to 
continue flying from Dublin, Cork and 
Shannon to London Heathrow.

Aer Lingus is no stranger to job cuts. 
IAG CEO Willie Walsh spent much of his 
tenure at the helm of Aer Lingus, cutting 
costs – and 2,500 jobs. He’s loved by many 
in the aviation industry, but few at Dublin 
Airport will want to see him return. Unions 
estimate that 1,000 of the near-4,000 Aer 
Lingus staff could go if there is a takeover. 
That number is based on the job cull at 
Iberia when it merged with BA. 

But these fears don’t take into account 
the potential that Walsh sees in growing 
Aer Lingus. Dublin Airport is one of the 
few places in the world where outbound 
passengers can clear US customs and 

immigration. That is hugely attractive to 
IAG, which has little capacity to expand 
out of Heathrow.

Instead of seeing the prospect of 
cuts, staff at Aer Lingus should see the 
potential for BA to route some of its 
passengers through Dublin and Shannon 
to the US. This would mean more workers, 
not fewer. It’s probably legally impossible 
for IAG to commit to flying to Heathrow, 
but as Dublin-London is such a profitable 
route it’s hard to see why IAG would 
change the slots. It’s less clear that Cork 
and Shannon fit into the same category, 
but it wouldn’t be a huge burden to 
subsidise them.

A takeover of Aer Lingus has its merits. 
The bid should go through, but given the 
concerns raised by the government and  
opposition parties, it probably won’t fly. ■

Ian Guider is markets 
editor at the Sunday 

Business Post
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Step away from the list!
Finance professionals have a central role to play in making their organisations’ risk 
reporting more meaningful for users, says ACCA president Anthony Harbinson

It’s clear that, in these changing and 
challenging times, the pressures 
on finance professionals have never 
been greater.

Taking on more strategic and 
leadership roles means that we must 
also play an increasingly vigilant role in 
business operations. Part of that entails 
helping to develop a risk challenge 
culture, enabling our organisations to 
anticipate risks and manage them. 

Finance professionals must have their 
radar tuned for a whole range of potential 
risks – both internal and external – and 
ensure that, where there is a suspicion 
of wrongdoing, a system is in place to 
enable an employee, a customer or client 
to blow the whistle.

We believe that whistleblowing laws 
and policies must be promoted by finance 
professionals, working in both the public 
and private sector around the world. 

Wherever they work, finance 
professionals have a critical role to play 
in building public trust by championing 
the development of anti-corruption 
procedures and cultures. That will help 
to build a healthy organisational culture, 
which is a prerequisite of good governance 
and risk management and, by extension, 
long-term business performance. 

As financial professionals, we also have 
a central role in reporting the risks our 
organisations or clients face.

A recent ACCA report, Risk Reporting 
(see page 42), concluded that there was a 

need for risk reports to move away from 
being ‘too bland, too generic, too wordy 
and too biased on the positive’.

The overwhelming view expressed by 
users was that risk reporting took a ‘tick-
box’ approach and was process-driven, 
with little or no challenge emerging from 
boards, auditors or investors about the 
potentially damaging what-ifs that could 
destroy businesses. 

Users want risk reports to clearly 
identify the key risks faced, with an 
explanation of why management believes 
these risks to be critical and what it is 
doing to mitigate them. A good risk 

report should identify new and emerging 
risks and explain how management 
assesses risk throughout the year. 

 Good risk reporting gives investors 
greater confidence – a greater disclosure 
of risk provides an opportunity to 
demonstrate the strength of an 
organisation’s controls and management 
– and we as finance professionals must be 
the key driver in improving risk reporting 
and, therefore, risk management. ■

Anthony Harbinson FCCA is director of 
safer communities in Northern Ireland’s 
Department of Justice
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Snapshot: construction

Accountants working in the 
construction industry are seeing 
continuing cost pressures. The 
reduction in capacity brought 
about by the economic downturn 
continues to result in supply 
shortages and long lead times 
for certain materials. Meanwhile, 
demand in the industry is rising, 
so contractors in some sectors 
are now able to be more risk 
averse. Whereas in recent years a 
contractor may have been willing 
to take on onerous contract and 
payment terms to secure work, they 
are now seeking to share more of 
the risk of cost infl ation with clients. 

The issue of rising costs could 
also be detrimental to land values. 
Although construction costs often 
represent a reasonably small part 
of a development appraisal, recent 
rises have been signifi cant, and 
could therefore materially impact 
on the price that a developer is 
willing to pay for a development 
site. Equally, for developers already 
holding sites, a higher cost to 
develop them could, all other things 
being equal, reduce their value.

Construction cost pressures won’t 
continue to rise unabated forever 
but, in the short term at least, 
they have to be worked around. 
Developers may start to simplify 
their projects, increase the use of 
quicker prefabrication technologies 
and look to markets with suppliers 
that have lower cost bases. 

Will Matthews, senior research 
manager, Deloitte Real Estate

View from
Deirdre Spillane ACCA, commercial costs accountant, 
Three Ireland, Dublin, on growth and learning to listen

I work in the commercial fi nance team 
and manage the reporting, forecasting 
and analysis for upgraded handset 
subsidies, channels and related costs. 
In 2014, Three completed the purchase 
of O2 in Ireland and, as a result, we are 
currently going through a restructuring 
of the organisation as we integrate the 
two companies. My role will change over 
the next few months to refl ect this new 
structure, so different challenges will be 
coming everyone’s way.

Three has undergone extensive 
development since entering the Irish 
market in 2005. It was the fi rst to launch 
mobile broadband in Ireland and, since 
our recent acquisition of the O2 business 
in Ireland, Three’s market share has grown 
from 10% to 37%. The subscriber numbers 

have also increased, to over two million 
active users. 

With regard to the industry, the 
telecoms sector is one of the 
largest, in employment terms, in 
the world and it is in a constant 
state of change, with merger 
activity ongoing, especially in 
Europe. There are some really 
interesting trends happening in our 
industry. Every Irish network is focusing 
on rolling out a 4G network, which 
brings much faster data speeds, more 
security and better coverage. 

There is also the continuing 
change – from networks being solely 
mobile service providers to being 
total communications partners. We 
also have a wide range of digital 
solutions for businesses to enhance 
productivity and create effi ciencies, 
from cloud storage and security to 
web hosting. 

I am really looking forward to seeing 
the Three brand grow in 2015. We’re 
already seeing this with the rebrand 
of the 3Arena (formerly the O2 and 
The Point Theatre). Our logo is also 
now displayed on the offi cial Irish 
rugby jersey as well as the Irish soccer 
jersey. I feel I am now working for a 
company that is willing to invest in 
Ireland long-term. 

One of the most important business 
lessons I have learned over the 
last few years is to listen. The 
best manager I ever had was one 
that taught me something new in 
every conversation. There are always  
colleagues with more expertise than 
you, so you should take advantage and 
learn from listening to them.  

I also always keep in mind that my 
career is not a sprint; it’s a marathon. I 
have two small children, so I have had 
to take some of the focus off my career. 
I will be working for the next 30-odd 
years, so I take every day as it comes 
and focus on the present. ■
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Controlled expansion
With the imminent abolition of the milk quota triggering an expansion in production, 
Matt O’Keeffe stresses the importance of keeping track of farm accounts 

Accountants regularly advise their 
farmer customers to make the best 
possible use of their annual accounts. 
Many farmers view accounts as a 
necessary nuisance for calculating 
taxation payments or complying with a 
banker’s loan requirements. However, 
farm accounts can fulfil many other 
roles, just as important as satisfying the 
Revenue about the amount of tax paid 
in any year.

The abolition of milk quotas from 
March should already have been a central 
focus in every dairy farmer’s accounting 
strategy. Many producers have been 
building up their livestock numbers over 
the past couple of years in anticipation of 
expanding output from this April onwards. 
Farmers and their accountants should 
be aware of the tax allowances that are 
available for building those herds. Very 
few, however, maximise the allowances 
that are available to expanding herd 
owners by managing their entire business 
to best effect. 

The Irish Farm Accounts Cooperative 
(IFAC) is among the leading accountancy 
businesses providing services to farmers. 
Because of its specialist nature, IFAC can 
use farm profile comparisons to ensure 
that the best farm-management practices, 
in terms of business and taxation 
planning, are used to maximum effect for 
its customers. 

Profitable expansion
Expansion in the post-milk-quota era will 
not be cheap. And that is not the only 
problem. If expansion is not planned 
properly over a period of years, there can 
be very poor results from the exercise, 
and in worst case scenarios it has the 
potential to destroy an existing profitable 
farm business. 

Cashflow is the ultimate measure of 
the well-being of a farm business (or 
any other business) on a day-to-day 
basis. Last year, when milk prices were at 
historic highs, many milk producers used 
their cashflow to develop their farms for 
future expansion. Provided prices stay 
high, this doesn’t necessarily impact 

adversely on the business. However, when 
prices fall, as is now the case, the impact 
of such a strategy can be serious. 

The best approach is to plan 
expansion over a period, understanding 
that each aspect of the development must 
stand up to scrutiny in terms of delivering 
a return over the longer term. If it doesn’t 
work on paper, then it will certainly not 
work in practice. 

E110m super-fine
This year, there are other considerations 
to be taken into account. One of these is 
a non-recurring expense that will deplete 
many producers’ cash reserves. Because 
of dairy cattle numbers expanding on 
farms in preparation for the opportunity 
to grow production after April 2015, 
many milk producers have ended up with 
more milk in the 2014/15 quota season 
than they had quota to fill. A very benign 
milk-production season last year, with 
ample grass growth through the summer, 
also increased milk output on farms. The 
consequence of this is that Ireland is 
almost 5.5% over its allocated milk quota 
as we head into the last month of EU-
regulated milk production. 

Because the Irish herd mostly calves in 
February and March – so it can maximise 
the cost-effectiveness of a grass-based 
milk production system – there are few 
practical means of lowering milk output 
at this time without impacting on the 
rest of the year’s production or adversely 

affecting the cow’s health and subsequent 
fertility. Milking the herd only once a day 
up to the end of March is one strategy 
that lowers milk output with some impact 
on subsequent production but no adverse 
effect on cow health. It is anticipated as a 
result of the overproduction that Irish milk 
producers will face a super-levy fine in 
excess of E110m at the end of March. 

Theoretically, this fine must be paid 
in the months after 1 April. This has the 
potential to do some serious damage 
to cashflow. There is some hope that 
the fines can be paid off over a more 
protracted period, possibly into 2016, with 
the active assistance of the cooperative 
milk processors. Either way, producers 
need to plan their way through what will 
be a period of reduced cashflow because 
of low milk prices, super-levy fines and 
cash tied up in younger, unproductive 
stock that will not enter the milk herd until 
next season. This is where the advice and 
direction of a good accountant will be of 
great importance.

No income in 2015
Looking at the reality of a cut in milk 
prices of at least 25% in 2015 compared 
with last year, it is clear that many dairy 
farmers will produce milk this season at 
break-even or a loss. If prices do not fall 
below 27 cents a litre, the most efficient 
will not lose money on the milk they 
produce, but will have little or no personal 
income while farm-gate prices remain at 
that level. While this is a bleak scenario, 
it can and must be managed so that the 
business survives until prices improve. 
This may be either a short-term six-month 
process or may drag on for 12, 18 or even 
24 months depending on dairy output 
and consumption across the globe. 

Without a management strategy based 
on cashflow planning, cost reduction and, 
in some instances, strategic borrowings, 
the business and, more importantly, 
the family well-being may be badly 
damaged. Again, the importance 
of regularly updated 
farm accounts cannot be 
overestimated. 
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Income averaging
Finally, every silver lining seems to have 
some cloud attached. Last year’s strong 
milk prices mean that milk producers 
will potentially face a high tax bill next 
November as their 2014 tax returns come 
due. Previously, farmers have been able to 
flatten out their incomes over a three-year 
period to take account of the income 
fluctuations that are part and parcel of 
agricultural production. In the last Budget, 
this averaging allowance was extended 
to five years to reflect the ongoing and 
increasing price and income volatility. 
This is a worthwhile concession that 
must be fully utilised in the years ahead. 
A competent accountancy service will 
ensure that happens. 

The extension of concessions on long-
term land leasing will encourage more 
retiring land owners to consider leasing 
their lands over extended periods. The 
lessee, however, must ensure that leasing 
will deliver increased profitability to the 
existing business and not just increased 

production. A well-planned expansion 
strategy, incorporating extra land costs, 
extra livestock costs and 
increased labour and 
infrastructural costs, is the 
only means of ensuring 
that expansion delivers 
higher net profits. None of 
it can happen without a firm 
knowledge of production costs based 
on ongoing analysis of up-to-date 
farm accounts. ■

Matt O’Keeffe is editor of Irish Farmers 
Monthly
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Family business or SME?
Kieran McCarthy discusses the role of SMEs in Ireland and asks  
whether the term is holding family businesses back in the long run

It is interesting that the phrase small 
and medium-sized enterprise (SME) has 
become so widely and casually used. 
This is curious for two reasons: first, 
there is no single, worldwide definition 
of SME to make this phrase useful for 
global purposes and, secondly, the 
majority of SMEs are family businesses, 
which would seem an apt description. 
For example, in Ireland 75% of SMEs 
are family-owned businesses, while over 
60% of all firms in most nations are 
classified as family businesses. 

The move from family business to 
SME, reflects the need for governments 
to base employment and business-related 
policies on quantifiable entities. But family 
businesses also adopt the term SME.

Shouldering the burden
On the face of it, the SME sector plays a 
very important role in the Irish economy. 
It accounts for a large percentage of 
the country’s economic return, through 
employment, export and use of local 
suppliers and materials. The SME sector 
is vitally important to the economic 
wellbeing of Ireland, especially given that 
it employs seven out of every 10 people 
in the private sector. In Ireland, there are 
139,370 SMEs, comprising a 99.7% share 
of the business market, which is a fairly 
astonishing level of participation. Of these 
139,370 businesses, 75% are family-owned 
enterprises. This means 111,496 family 
businesses are creating jobs, earning 
market share and shouldering the burden 
of economic recession.

It may surprise people that we don’t 
know much more about this sector. There 
isn’t a huge body of research on it. Its 
size, significance and influence would 
lead one to think there would be a wide 
and growing body of knowledge on the 
SME; but, in fact, that knowledge is only 
beginning to be accumulated, and the 
necessity and ongoing importance of that 
knowledge is only now being measured. 
It’s hard to give a single definitive answer 
as to why there are so few statistics on 
the Irish SME, but it may be related to the 
prominence of family businesses in this 

sector. There is still a parochial view of 
the family business as old-fashioned and 
out of step with the times, and limited 
resources in government departments 
have prevented keeping the statistics of 
these businesses up to date. 

Whatever the reasons, the family 
business/SME is becoming the focus of 
ongoing, interesting research across a 
wide range of topics, such as economic 
contribution, business psychology, 
consumer perceptions and so on. The 
new approach to the sector is illustrated 
by the opening in 2014 of the DCU Family 
Business Centre, with its promised aim 
of a ‘focused research agenda’. This is 
to be welcomed, along with government 
initiatives being spearheaded by various 
departments and by Ireland’s SME envoy 
to Europe, minister of state Gerald Nash. 

Family business or SME?
So, why do the general public and 
businesses adopt the term SME? 

One of the reasons why the figures 
for the number of family businesses 
operating in Ireland are so astonishing 
is that so many of these firms do not 
promote their family-owned status. The 
public are not really aware that so many 
of the businesses they engage with are, 
in fact, owned and run by family members 
working together. Could this in turn be 
related to the media’s and businesses’ 
widescale adoption of the term SME? Are 
they hiding their family roots behind the 

anonymous banner of small to medium-
sized enterprise? A survey by Family 
Business United found that 63.6% of 
respondents believed that family firms do 
not ‘make sufficient use of their heritage 
and history in the way they promote 
themselves’. There are, of course, very 
high-profile and successful companies 
who trade on their family background, 
which suggests that there is significant 
advantage to promoting the family 
business as exactly that. So, why are many 
family firms slow to do this?

Although economic times are 
changing, the traditional narrow view 
of family business continues to exert 
some control over the thinking of owners 
and consumers. Family Business Ireland 
lists the top challenges facing family 
enterprises as: family feuding, nepotism, 
letting emotions run the business, losing 
non-family employees and lack of a 
succession plan. These factors dovetail 
with research showing consumers’ 
negative perceptions of family businesses, 
in which they report notions of ‘keeping it 
in the family’ at the expense of staff and 
customers, bickering and rivalry affecting 
the business and ‘smallness’ that is 
uncompetitive and generally uninspiring. 
It is not surprising that modern, forward-
looking, innovative family businesses 
would wish to distance themselves from 
such notions, which may account for 
the rush to embrace the term SME. The 
results of these unique challenges can be 
destructive: it is estimated that less than 
30% of family firms pass into the second 
generation, with only 10% passing to third 
and subsequent generations. 

SME as an umbrella term
Are family businesses right to stand under 
the umbrella of SME? In my opinion, the 
answer is no. There is much to celebrate 
and promote under the family business 
banner, and family entrepreneurs must 
reclaim their rightful title and stand 
proudly, holding it aloft for all to see. 
It is time to turn family business into a 
vital business concept and marketing 
buzzword, to use it to enhance the 
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business and secure its success. In 
truth, small to medium doesn’t reflect 
the scope and ambition of the modern 
family business owner, who works hard 
to compete on the international as well 
as national stage. The family business is 
streamlined towards success, viability and 
sustainability and is not governed by a 
desire to remain ‘small’ in any sense of 
the word. 

Benefits of the family business
The benefits of being a family business 
should not be underestimated. The family 
enterprise is a tightly run unit, with a huge 
bond of trust between staff, suppliers 
and customers. It is hallmarked by 
owners, managers and staff who know the 
products inside-out and are passionate 
about informing their customers and 
selling to them. The make-up of the 
family business means that, under 
pressure, it can quickly adopt, adapt 
and survive in aggressive or recessionary 
environments. The entrepreneurial spirit 
imbues and informs the family business, 
creating pride in the process and the 
product. There is a strong sense of shared 

history, shared vision, shared values and 
shared future, which again imbues and 
informs the business’s structures and 
ambitions. There is a focus on doing 
the job as well as possible, and not 
falling for the shimmering promises of 
risky diversification. Family business is 
synonymous with loyalty, top customer 
service, reliability, quality across the 
board and a sense of community that 
creates social responsibility. When a 
family business is run well and operates 
effectively, it can achieve its dreams and 
ambitions: ‘A good family name is a 
powerful brand and can communicate 
strong values such as trust, integrity, 
honesty and reliability to the consumer; 
for many customers, it is a choice-editing 
tool in a crowded market.’

The success of Irish family businesses 
speaks for itself, showing how, from 
modest beginnings, families can create 
thriving businesses that generate wealth 
for shareholders. Listed among Ireland’s 
top companies are many family-owned 
groups, including the Musgrave Group, 
Dunnes Stores, Kilkenny Group, Dawn 
Meats, Sisk Holdings, Maxol and 

Keelings. These modern, progressive 
companies illustrate the look of the new 
family business, which is a far cry from 
the one-shop, modest-earning, safe 
business of old. These enterprises are 
competing at the top of their game, 
constantly seeking to consolidate their 
position nationally and internationally, 
providing a guiding light, a beacon 
to entrepreneurs and family start-
ups everywhere: we did it as a family 
business; you can do it, too. ■

Kieran McCarthy is partner, Hughes Blake 
Chartered Accountants

For more information:

International Journal of Consumer 
Studies is at tinyurl.com/wiley-ijcs

The European Commission’s 
Enterprise and Industry 2013 SBA 

Fact Sheet: Ireland is at  
tinyurl.com/ec-fact

Family Business United’s survey is at 
tinyurl.com/survey-fbu
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Charity compliance
It is all change for charities in Ireland with the new Charities Regulatory Authority, 
Companies Act and financial reporting standards, writes Noelle Joyce

Changing regulations, laws and 
compliance rules are all revolutionising 
existing standards and legislation to 
create a more transparent environment 
for financial reporting and users of 
this information.

The Charities Regulatory Authority 
(CRA) has set up a register of charities 
by transferring the list of charities from 
the Revenue Commissioners. These 
charities will be contacted by letter 
and asked to activate their secure 
login to the CRA website at www.
charitiesregulatoryauthority.ie, update 
their Revenue details and input all 
required information within a six-month 
time frame. 

All other charities operating in Ireland 
are asked to contact the CRA directly and 
register before 16 April 2015. The CRA 
requires registered charities to provide 
annual activity reports within 10 months 
of their financial year-end. The format 
and content of these annual reports are 
not yet prescribed. The CRA website also 
allows charities to upload their reports.

When the Companies Act 2014 
comes into force, it will amend, reform 
and consolidate all existing Companies 
Acts between 1963 and 2013. Charities 
in Ireland that use the ‘company limited 
by guarantee’ type will have a new CLG 
designation, which will replace Ltd. Action 
by all companies will be required within 
18 months of the act coming into force – 
expected to be 1 June 2015. 

FRS 102 
FRS 102 – the financial reporting standard 
in the UK and Ireland – is accompanied by 
two other standards, FRS 100 and FRS 101. 

FRS 100 offers companies an 
opportunity to take advantage of reduced 
disclosures, and identifies whether entities 
need to produce their consolidated 
or individual financial statements in 
accordance with EU International Financial 
Reporting Standards (IFRS), FRS 102 or 
the Financial Reporting Standard for 
Smaller Entities (FRSSE). 

FRS 101 is the reduced disclosure 
framework – disclosure exemptions from 
EU-adopted IFRS for qualifying entities 
(those included in a publicly available 
consolidated account) – applicable to the 
individual accounts of qualifying entities.

Taken together, the three provide a 
full understanding of the application of 
FRS 102. There are also changes to certain 
terminology – debtors and creditors are 
now receivables and payables. Other 
changes include cashflow statements 
being required for all (no exemption for 
small charities), and making prior-year 
adjustments for material errors as well as 
fundamental errors. 

A new statement of recommended 
practice (SORP) to complement FRS 
102 has been developed and includes 
submissions from Ireland. 

The Financial Reporting Council has 
concluded that the SORP has been 
developed in accordance with its policy 
and code of practice on SORPs. The new 
SORP provides charities with guidelines 
to prepare their financial statements 
with more transparency and disclosures 
relevant to their sector.

Timeline

* 16 October 2014, CRA formally set up

* 1 January 2015, FRS 102 becomes the 
new UK and Irish GAAP

* 1 January 2015, SORP applicable to 
charities preparing their accounts 
according to FRS 102 made effective

* 1 June 2015, Companies Act 2014 
expected to come into force.

What should charities do now?

* Put a project group in place to manage 
these changes.

* Train staff if available, or outsource to 
create the plan of action.

* Review and adapt existing processes 
and procedures to collect data from 
operations and functions in the 
formats required.

Charities will have the support of their 
own CRA to ensure compliance. ■

Noelle Joyce FCCA is senior accountant 
at BackRoom Team, Co Dublin
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Snapshot: indirect tax

The work involved in indirect 
tax can be fun, challenging and 
fascinating. It’s international, as 
the rules are very similar globally, 
but you have to spot the crucial 
differences between the systems 
– it’s all in the detail. It’s also 
interesting to work with people 
from all over the world.

 Indirect tax work often requires 
an in-depth knowledge of a 
company – who does what with 
whom, and the products; so you 
really need to get to know the 
business thoroughly.  

 Indirect taxes interact with so 
many other taxes and processes 
– including IT systems, property, 
M&A deals, expense claims, 
international travel, internal 
restructuring, movements of 
people or goods, pensions, 
litigation, personal assets of high 
net worth individuals, and many 
more. Indirect taxes are prolifi c 
and apply to all industries in 
different ways.  

Global companies often look 
at the amount of indirect taxes 
they have to manage; every 
transaction or physical movement 
needs recording, documenting, 
determining. Get it wrong and 
there is a potential exposure, which 
could be costly. Indirect taxes are 
often an unexpected cost.  

There is a lot of variety, 
challenge and interaction. 
Everything is constantly changing 
with case law and new legislation. 

 
Jo Bello, indirect tax partner, PwC

View from
Gareth Murphy ACCA, assistant manager, industry, 
commercial and technology department, EY, Dublin

I work with multinational, large 
private and fast-growth businesses 
in Ireland and overseas. I advise them 
on International Financial Reporting 
Standards and issues they face with 
Irish/UK and US generally accepted 
accounting principles (GAAP). I also work 
very closely with our fi nance function 
improvement specialists.

My focus is on the technology, 
software and communication 
industries. I believe that the increased 
investment in technology is improving 
the quality of audit insights and is a trend 
that can only accelerate. I am currently 
working on two audit projects; one in the 
technology sector and the other in the 
travel tech sector. Both of these clients are 
leaders in their respective fi elds, giving 

me the opportunity to work with some of 
the most prominent players in industry. 

EY Ireland’s assurance practice is 
experiencing market-leading growth 
and, overall, the fi rm grew by 17.3% 
last year. The addition of our largest 
number of graduates yet, with 200 new 
recruits joining the fi rm in September 
2014 and the appointment of eight new 
partners, gives a fl avour of the momentum 
and opportunity within our business. 
Audit regulatory change, coupled with 
signifi cant changes in GAAP, both 
against the backdrop of re-emergence 
of economic growth and increased levels 
of transaction activity from our clients, 
makes it a very exciting time to work with 
some of the largest and fastest growing 
companies in the country.

I would like to become more 
involved with the ACCA ambassador 
programme and seek a nomination 
for the Leinster Panel. I have a strong 
affi liation with the ACCA brand and 
the ACCA Qualifi cation. First, the 
ACCA lecturers and, in particular, those 
at Independent College Dublin, are 
unquestionably among the best I have 
ever had. Second, the networking events 
for ACCA members and ambassadors 
provide great opportunities to learn 
from and interact with fellow members 
and students. As EY actively encourages 
employees to develop a global mindset, 
the ACCA Qualifi cation fi ts very well 
with this.

I fi nd in life, both personally and 
professionally, you must pick yourself 
up after failing. Winning is great, but 
if you are going to achieve something 
worthwhile in life, the secret is learning 
how to lose. If you can pick yourself up 
after a defeat, and go on to win again, 
you are going to succeed. Despite 
some diffi culties in pursuing the ACA 
qualifi cation route before moving to 
ACCA, I went on to be placed in both 
P1 (11th out of 24,500) and P7 (15th out 
of 17,600). ■
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Insolvencies
Companies Act 2014 will bring changes to 
insolvency procedures, writes Tom Murray

The Companies Bill 2012 was signed 
by the president on 23 December 
2014, and has been enacted as 
the Companies Act 2014. The 
act is expected to commence, by 
statutory instrument, with effect from 
1 June 2015. 

One welcome change is that 
liquidators must be qualified to act as 
liquidator. In order to act as a liquidator, 
one must be:

* a member of a prescribed accountancy 
body – such as ACCA or another 
professional body recognised by 
the Irish Auditing and Accounting 
Supervisory Authority – holding a 
current practising certificate issued by 
that body, and not prohibited by virtue 
of rules or disciplinary proceedings of 
that body from acting as a liquidator

* a solicitor holding a current practising 
certificate issued by the Law Society of 
Ireland under the Solicitors Acts 1954 
to 2002, and not prohibited by virtue of 
regulations made by the Law Society 
of Ireland, or a decision or order made 
by the Solicitors Disciplinary Tribunal 
or the court under those acts, from 
acting as a liquidator

* a person qualified under the laws of 
another European economic area 
(EEA) state (not being the state) 
to act as a liquidator in insolvency 
proceedings; and the qualifications 
held by, or the circumstances 
otherwise relating to the person, that 
entitle him or her to act are ones 
that, by virtue of any community act, 
entitle him or her to act as a liquidator 
in the state

* a person who has, prior to the 
commencement of this section, 
obtained adequate relevant 
experience of the winding-up of 
companies and knowledge of the 
applicable law by virtue of the 
person’s either having been employed 
in relevant work by a person, or 
engaged on his or her own account 
in relevant work, or having practised 
in an EEA state (not being the state) 
as a liquidator; and that the person 

is, in the opinion of the supervisory 
authority, after consultation with the 
director, a fit and proper person to act 
as a liquidator.

Such a person must have made an 
application to the supervisory authority 
in the prescribed form within two years 
of the commencement of this section of 
the act.

Notice of creditors’ meeting
Another key change with regard to a 
creditors’ voluntary liquidation is that 
notice of a creditors’ meeting, which must 
be sent to all creditors at least 10 days 
before the meeting, must as before state 
the time and location of the creditors’ 
meeting. However, in addition it must 
state the name and address of the person 
at that time proposed for appointment as 
liquidator, if any; and either attach a list 
of the creditors of the company, or notify 
the recipient of his or her rights together 
with details of the location at which the 

list of creditors of the company may 
be inspected. 

In terms of High Court liquidations – 
the act seeks to reduce court involvement 
in official liquidations. One key step 
is to increase the minimum level of 
indebtedness that needs to be proved 
from €1,270 to €10k. If two or more 
creditors wish to petition for the winding 
up, the amount increases to €20k.

To avoid restriction, directors of 
insolvent companies will need to 
demonstrate they have not only acted 
honestly and responsibly in relation to the 
conduct of the affairs of the company in 
question, but have also cooperated as far 
as they could. It will be possible to avoid 
a court appearance by undertaking not 
to act in a way that would be prohibited 
if they were subject of a restriction (or 
indeed disqualification) order. ■

Tom Murray FCCA is a partner at Friel 
Stafford, Dublin
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Robot wars
Are rumours about the demise of auditors in the face of smarter technology to be 
believed? The human ‘value-add’ may be to interpret the computer’s output

Has your computer stolen your job? 
Yes, according to a recent academic 
study. No, according to those at the 
sharp end of audit and accountancy – 
but you need to make sure your skills 
are adapting.

In The Future of Employment, two 
academics make a bold claim: auditing and 
accountancy are among the professions 
that are ripe for automation, say the 
report’s authors Carl Benedikt Frey and 
Michael Osborne of the University of 
Oxford. And you are not alone. Frey and 
Osborne reckon that in the US, which was 
the main target of their study, nearly half of 

all jobs could be at risk of computerisation 
over the next two decades. 

The study found that jobs in 
transportation and logistics, as well as 
office and administrative support, are 
at high risk of automation. But, more 
surprisingly, occupations within the service 
industry are also highly susceptible, 
despite recent job growth in this sector. 

As Osborne says: ‘We identified 
several key bottlenecks currently 
preventing occupations being automated 
[but] as big data helps to overcome these 
obstacles, a great number of jobs will be 
put at risk.’

And, as we know, what happens in the 
US is often soon reflected in the other 
parts of the world. ‘While our analysis 
was based on detailed datasets relating 
to US occupations, the implications are 
likely to extend to employment in other 
developed countries,’ argues Frey.

The implication is clear. As 
technology races ahead, workers will 
move to tasks that are not susceptible 
to computerisation, tasks that require 
creative and social intelligence, the paper 
states. ‘For workers to win the race, 
however, they will have to acquire creative 
and social skills,’ the authors argue.
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For more information:

The Future of Employment is 
available at tinyurl.com/future-emp

Future-proof your skills
‘There is an increasing understanding that 
you need to develop skills that can’t be 
replicated by a computer,’ says Geraldine 
Gallacher, founder of the Executive 
Coaching Consultancy. ‘These will be 
human skills, not so-called “soft” skills. 
You need to differentiate yourself, and be 
able to use your judgment.’

To future-proof themselves, Gallacher 
urges accountants to become more 
creative, though of course not in the 
unethical sense of the word. ‘It is a case 
of EQ versus IQ, where more emotional 
intelligence is required,’ she says.

It is an area on which the big 
accountancy firms are increasingly focused. 
‘There has been a change,’ says Maggie 
Stilwell, EY partner and head of talent for 
the firm’s assurance practice in the UK 
and Ireland. ‘If you go back, say, 10 years, 
there was a time when people seeking 
promotion to director or partner might 
have been surprised that it was based on 
more than technical competence, and 
that then you suddenly needed a new 
set of skills. But now, this more rounded 
expectation happens right from training, 
where we help trainees understand they 
need to be the complete package.’

‘This isn’t new to us, but it has been a 
focus recently,’ says Louise Brownhill, chief 
learning officer at PwC. Brownhill says that 
the training programme at the firm offers 
a broad-based curriculum, with a focus 
on soft skills, so that as well as technical 
training, the firm’s staff will be taught 
relationship skills, business acumen, 
global acumen and leadership skills. 
These four attributes have been brought 
together with technical skills under one 
banner to create the ‘PwC professional’.

When members of staff are faced 
with ‘transition events’, where they are 

moving up the firm through promotion, 
PwC ensures that these ‘professional’ 
skills are reinforced. Members of staff 
are also provided with a wide range of 
experience across the firm. ‘People like 
variety and constant challenge,’ says PwC 
audit partner Carl Sizer. ‘We all have our 
strengths and weaknesses but we should 
play to our strengths. You will always need 
technical expertise, but a well-rounded 
individual will be of huge value.’

So how has this shift affected the 
recruitment process? What are the big 
firms looking for when they take on new 
members of staff, whether at the trainee 
or experienced level?

Differentiation is key
‘There is always a great choice of people 
who meet the basic academic criteria,’ 
says Stilwell. ‘This is very important as the 
first part of becoming a professional at 
EY, but there were roughly 25,000 people 
applying for up to 900 trainee places 
this year, so we have to find a way of 
differentiating in that market. We look for 
people who have got something different 
to offer, someone who can show some 

leadership, who has been ambitious 
outside their formal education.’

Stilwell adds that her firm is absolutely 
committed to diversity. ‘That is also a 
lens through which we are looking at 
candidates,’ she says. ‘We want to get 
the best people, and the ones that meet 
the more complex and international 
needs of our clients.’

But ultimately, the firms are looking 
for people with the ability to understand 
and interpret what is produced by 
technology. As Stilwell says: ‘We are 
incorporating greater amounts of 
technology into the audit process so 
that we get better quality audits, but 
fundamentally we need humans to look 
at the output of that technology to draw 
safe conclusions.’

So rumours about the demise 
of auditors and the rise of the robo-
accountant could be greatly exaggerated, 
but it is clear that technical knowledge is 
not enough to survive in the digital age. 
‘So much is about understanding the 
human dimension and client relationship,’ 
say Gallacher. ‘There will still be room for 
technical skill, but it needs to be coupled 
with the ability to be innovative. The 
human skill is to come up with pioneering 
ways of looking at a problem, to think 
outside the box. But if you keep doing 
things the same way, then you will be the 
one that’s under threat.’

And that is the key. The more human 
you are, the less likely you are going to 
be replaced by an app. ■

Phil Smith, journalist

‘There is an 
increasing 

understanding 
that you need to 

develop skills that 
can’t be replicated 

by a computer’
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CEO survey
Confi dence in global growth wanes but 
remains high in companies’ own prospects

Growth, red tape and competition
Fewer CEOs than last year think global economic 
growth will improve over the next 12 months, though 
confi dence in their ability to achieve revenue growth 
in their own companies remains stable, according to 
PwC’s 18th Global CEO survey results.

Regulatory bear-hug
Over-regulation again tops the list of concerns, named by 
78% of CEOs worldwide. This is up six points from last year 
and is now at the highest level ever seen in the survey. The 
six countries where concern is greatest are:

Indian CEOs are bursting with confi dence about the prospects for revenue growth over the next 12 months while Russian CEOs 
have gone from most confi dent 12 months ago to least confi dent now. The fi gures here are for ‘very confi dent’ respondents.

For more information:

PwC’s 18th Annual global CEO survey is based on 1,322 
CEO interviews in 77 countries during the last quarter of 

2014. The full report is at www.pwc.com/ceosurvey

37%
are very 

confi dent of 
global GDP 

growth

39%
are very 

confi dent 
of business 

growth

78%
are 

concerned 
about over-
regulation

56%
think 

cross-sector 
competition 
is on the rise

The upbeat 
league

India 62%
Mexico 50%

US 46% 
Middle East 44% 

Australia 43% 
UK 39% 

South Africa 39% 
China and Hong Kong 36% 

Canada 36% 
Spain 35% 

Germany 35% 
Brazil 30% 

France 23% 
Venezuela 22% 

Italy 20% 
Argentina  17% 

Russia 16% 

98% Argentina96% Venezuela90% US90% Germany87% UK85% China
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The right track
New research looks at how boards can anticipate potential drawbacks of organisational 
culture and offers advice on how to address them, as ACCA’s Pauline Schu explains
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In 2014 ACCA and the UK’s Economic and Social Research 
Council (ESRC) completed an international research 
project that examined the infl uence of corporate culture, 

regulation and compliance systems in driving either functional 
or dysfunctional behaviour in organisations. The conclusions, 
outlined in the report Culture and channelling corporate 
behaviour, aim to provide business leaders with innovative 
guidance on the path to cultural assessment and change.

Effective channelling
If you have ever used the London Underground, the following 
will all sound familiar to you: please mind the gap; please stand 
behind the yellow line; please stand on the right; please keep 
left – in other words, please go with the crowd and do not ever 
interrupt the fl ow of movement. 

On the Tube system, around a million commuters are trying 
to make it to work on time every weekday morning. Securing 
a smooth and uninterrupted fl ow of trains and passengers is 
therefore the main priority of Transport for London (TfL) as an 
organisation. Effective traffi c regulation is needed to channel 
users’ behaviour, and constant reminders are displayed and 
broadcasted all over TfL’s routes. At peak times, staff are on the 
platform, tirelessly repeating that customers should stand behind 
the yellow line and let passengers off the train fi rst. 

London is a particularly cosmopolitan city, bringing together 
people of various cultural mindsets, yet nearly everyone 
eventually comes to conform to the ‘herded- sheep’ behaviour 
that makes the Tube as effi cient as it can be, even at peak hours. 

The behaviour of others signifi cantly infl uences the behaviour 
of individuals. On the Tube, standing on the wrong side of the 
escalator or blocking opened train doors by standing right in front 
of them causes remonstration. Generally, though, people will 
comply with TfL’s exhortations. 

Taking the Tube reveals an extraordinary journey into British 
culture (or at least its clichés). While some cities experience 
chaos during peak traffi c jams, or when workers go on strike, in 
London people grumble in line. The culture at the heart of the »

London 
Underground 

shows that 
regulation 

is critical to 
functional 

organisations

Points for consideration by 
the board

* Align and embed core values at the 
very top.

* Watch out for the trickle-down 
effect and dynamics in groups.

* Track how decisions are being 
made.

* Be honest about the value of 
regulation and codes.

* Beware of unintended consequences 
attached to any incentive structure.

* Find out what motivates people.

*  Anticipate trends.
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extensive rules, procedures and compliance 
systems failed to create the conditions for 
ensuring appropriate conduct in some of the 
largest fi nancial institutions. The sub-prime 
crisis and the mis-selling of fi nancial products to 
businesses and individuals likewise showed how 
rules and procedures did not protect customers 
and certainly failed to regulate ethics in fi nance. 

Implementing ethical practices in business 
is diffi cult. The defi nition of ethics is subjective 
and often works on a case-by-case scenario. Yet 
sound corporate governance and internal control 
can help promote ethical behaviour – as long as 
that is what the organisation wants. During the 
inquiry into the Libor scandal, it was argued that 
misconduct was not solely characteristic of a small 
number of traders but more deeply entrenched. 
Investigations into banks’ business practices also 
concluded that both their incentive structures 
and control systems were ‘so defective that they 
incentivised traders to benefi t their own book’ – 
behaviour made possible because management 

‘turned a blind eye to the culture of the 
trading fl oor’.

In the UK, the Financial Stability 
Board now expects boards of fi nancial 
institutions to assess their risk culture, 
and boards in other sectors might soon 
be required to do so too. In Culture 
and channelling corporate behaviour, 
ACCA proposes a framework to help 
organisations understand the drivers of 
behaviour (in terms of risk, challenge or 
reward), and explains how to go about 
assessing their own culture. 

The report lists a number of trade-
offs that need to be balanced by the 
boardroom and by staff. For example, is 
there openness to mistakes or is there 
zero tolerance and a blame culture? Is 
the organisation innovative or tightly 

controlled? Does profi t rule or does public value matter more?
The model is a fi rst step towards developing other tools 

for behavioural analysis. It is hoped that both businesses and 
academia will contribute to advancing this new and important 
area of research. ■

Pauline Schu, policy and research offi cer, ACCA

Underground system has been passed 
on to its users through the effective 
enforcement of its norms and practices. 
Rules and procedures are critical in 
ensuring appropriate  conduct, and 
the constant reminders of the staff 
on platforms prove effective tools in 
channelling passengers functionally.  

London Underground shows that 
regulation is critical to functional 
organisations. It also reveals how 
culture infl uences behaviour, how 
groups get organised, and how norms 
get passed along to newcomers. 
Finally, it demonstrates how this is a 
day-to-day job. Signs throughout the 
stations, members of staff everywhere 
and recorded traffi c updates fl awlessly 
aired all contribute to channelling functional behaviours 
that allow the smooth and organised movement of crowds. 
Regulation, together with softer behavioural ‘nudges’, provides 
an effective system of control.

Similarly, regulations on their own will not infl uence ethical 
behaviours until governance and risk management improve. Filling 
the offi ce with ‘I love ethics’ stickers will not help, but creating an 
environment where people can comfortably discuss their concerns 
may. A safe and effective whistleblowing procedure should also be 
seen as a key safety valve for the organisation.

Limits of rules
In the UK’s banking sector, the Libor scandal, which involved 
the manipulation of interbank lending rates, highlighted how 

For more information:

Read Culture and channelling corporate behaviour at 
www.accaglobal.com/culture. The report was co-authored 

by Pauline Schu and Paul Moxey, head of corporate 
governance and risk management at ACCA

Is there a role for audit?

The Institute of Internal Auditors has built a strong case for the 
involvement of internal auditors in ethics; a recent report notes that 
the audit of cultural indicators should move beyond processes and 
controls, and combine hard data with intuition.

Culture and the role of internal audit: looking below the surface 
can be downloaded at tinyurl.com/iia-culture

Sound corporate 
governance can 

help promote 
ethical behaviour 

– if that is what 
the organisation 

wants
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Regional performance: Europe

Western Europe performed below expectations. Many 
firms report single-digit growth here, due to the economic 
slow-down, although things are on the up. Average 
growth for firms in France in 2014 was 4% compared to 
1% in 2013; in Germany and Italy, firms saw an average 
increase of 5% and 4.6%, respectively. In contrast, Eastern 
and Central Europe saw growth of over 10%.Mixed fortunes

A survey of the top 50 global accounting networks finds that, despite higher fee income 
over the past 12 months, professional services face challenges to future growth

After the Big Four, the largest mid-tier network was BDO, with 
a record US$7bn in fee income in the year to 30 September, up 
9%. After reporting the highest growth rate among the top 10 
global networks in 2013, Grant Thornton International reported 
slightly slower growth in 2014; the network earned US$4.7bn in 
fees in the year to 30 September 2014, up 5% year on year.

Audit’s tight rein
In a difficult audit environment, 
the advisory contribution to 
revenues has risen significantly 
in recent years. It continued to 
do so in 2014, with most firms 
admitting their organic growth 
was achieved on the back of tax 
and advisory.

This raises questions about 
auditor independence. Some 
regulators have been looking 
at whether firms should have 
to offer either audit or advisory 
services but not both. This is 
against a backdrop of regulatory 
changes, including the EU audit 
reform directive passed in 2014, 
which introduces mandatory 
audit firm rotation and restricts 
firms offering certain non-audit 
services to their audit clients. »

Professional services showed strong revenue growth 
overall in 2014, although they are still some way off pre-
2008 levels. Overall, the 52 networks and associations 

surveyed by International Accounting Bulletin reported 
combined fee income of US$181.7bn, up 6% year on year. 

The Big Four grew by 6% year on year, with combined fee 
income of US$120.3bn. Average 
growth among the next six was 
8%, with combined revenues of 
US$26bn. And average growth 
across all 27 networks was 6%, 
with combined fee income of 
US$159.5bn. 

Deloitte remains the largest 
global firm for the second 
year running. It beat PwC by 
US$248m, with fee income of 
US$34.2bn in the year to 31 May 
2014. PwC reported US$33.9bn 
in the year to 30 June 2014. 

EY, in third place, had 
another year of 6% growth, with 
fee income of US$27.3bn in the 
year to 30 June 2014.

Fourth-ranked KPMG had fee 
income of US$24.8bn in the year 
to 31 September 2014, breaking 
its two-year sequence of sub-5% 
year-on-year growth.

Top 10 global accounting networks 
Ranking Fee income Growth  
  (US$m)  rate (%)

1  Deloitte 34,200.0  6

2  PwC 33,952.0  6

3  EY 27,369.0 6

4  KPMG  24,820.0 6 

5  BDO  7,021.9 9  9

6  Grant Thornton  
 International  4,728.6  5 

7  RSM International  4,391.2  18

8  Baker Tilly  
 International 3,562.8  5

9  Crowe Horwath  
 International 3,435.9  8

10  Nexia International  3,072.6  5

39

03/2015 Accounting and Business

Top global networks | Insight



Advisory inroads 
Advisory services continue to eat into the territory of audit and 
accounting. Advisory now accounts for 30% of overall earned 
revenues across the top 10 networks, and 35% of all the Big 
Four’s fees.

The Big Four in particular have stepped up the advisory race 
of the previous few years, closing high-profile transactions with a 
range of consulting businesses. 

Deloitte’s decision not to move away from consulting in the 
early 2000s – unlike other firms that did so following the Enron 
scandal and Arthur Anderson collapse – appears to have paid 
off. Deloitte’s consulting practice has witnessed robust growth 
over the past eight years.

KPMG, PwC and EY continue to rebuild their advisory 
offering, and large deals have been completed in the past 
18 months – in particular, PwC’s merger with Booz (renamed 
‘Strategy&’) in April 2014, and EY’s with consultancy The 
Parthenon Group in September 2014.

Non-Big Four firms report advisory services growing. From 
risk consulting to transaction services and technology, the mid-
tier firms are increasingly focusing on building up their specialist 
expertise to attract clients.

The trend towards developing the potential of advisory 
and consulting services is matched by moves towards greater 
legal capabilities. This shift is particularly evident in the UK. 
In December, EY UK joined PwC and KPMG in securing an 
alternative business structure licence, allowing it to provide 
legal services in England and Wales. The same trend has been 

Many firms outside the Big Four see some opportunities 
arising from the EU requirements but few are hugely optimistic. 
‘It will have an effect on the business, but I don’t think it will 
be massive,’ says Jean Stephens, chief executive at RSM 
International. ‘It will throw some opportunities our way, but did it 
achieve what we had hoped? No. I think everyone agrees on that.’

The real game-changer will be how each EU state turns the 
audit reform into national law. The reform permits member states 
to choose from 83 options, so a patchwork of different laws is 
expected to be created across the EU by 17 June 2016, the date 
at which the reform must be implemented. This is expected to 
bring additional cost and complexity for the larger firms.

Fee pressure continues and is likely to stay, given the 
increase in tendering brought about by regulatory change. 
Firms are responding by focusing on audit quality, providing a 
differentiated service, and investing in technology to carry out 
the audit as efficiently as possible.

Tax in contention
Global taxation is undergoing significant changes. Last year 
saw the first deadline for action from the G20-sponsored 
Organisation for Economic Co-operation and Development’s 
Base Erosion and Profit Shifting (BEPS) action plan, and 
the growing calls for more transparency on tax issues bring 
increasing risk for multinationals. The complex international tax 
landscape has largely contributed to good tax performance for 
professional services. In contrast with audit, the market values tax 
services – there is no evidence of price compression here. 

Top 10’s market share 

Mid-tier 33.8%

Deloitte 18.8%

PwC 18.7%

EY 15%

KPMG 13.7%

40 Insight | Top global networks

Accounting and Business 03/2015



observed in the Asia-Pacific region. In October last year, EY 
added a law firm in Singapore, building on a previous legal 
addition in Shanghai and the opening of a legal practice in 
Vietnam. It has also been building its legal services across 
Australia and New Zealand.

Pass it on 
Succession planning has become a growing challenge for the 
accountancy profession. Networks and associations risk seeing 
member firms leave as partners retire with no other option than 
to sell their practice to get their equity back.

The problem might intensify in coming years, with the baby 
boomer generation, now in their 50s and 60s, posing serious 
challenges in terms of succession.

A survey by Harris Decima of Canada found that, of 1,819 
firms surveyed, only 31% have a formal or written succession plan 
in place. The figure is even lower among sole practitioners, with 
only 3% of the 1,273 IAB survey respondents in this category 
having a written or formal succession plan at their firm.

Shape of things to come
The widespread economic woes of the years following the crisis 
are slowly giving way to a much less uniform picture, where areas 
of high growth contrast with enduringly sluggish performance. 
Issues such as dwindling demand and stagnant performance are 
gradually being replaced by concerns ranging from recruitment 
and succession planning, to competition and the impact of large-
scale geopolitical events.

Geopolitical changes, including the rise of nationalism and 
protectionist policies in many countries, could have major effects 
on trade, investment, tax policy, and mergers and acquisitions, 
according to many of the firms surveyed. Another major 
challenge identified for 2015 is 
the need to restore economic 
growth through building trust.

Other trends likely to 
impact firms in future are tech 
developments, which are 
already altering how services 
are delivered; and increased 
globalisation of the marketplace, 
where different players are 
expected to emerge and 
networks to expand. However, 
on balance, firms remain 
optimistic for their businesses. 

In the balancing act of 
turning challenges into 
opportunities, while dealing with 
regulatory changes around the 
world, firm leaders face another 
challenging year. ■

This article was contributed by 
International Accounting Bulletin 

Regional performance

Europe
Western Europe performed below expectations. Many 
firms reported single-digit growth, due to the economic 
slowdown, although things are on the up. Average growth 
for firms in France in 2014 was 4%, compared with 1% in 
2013; in Germany and Italy, firms saw an average increase 
of 5% and 4.6% respectively. By contrast, Eastern and 
Central Europe saw growth of more than 10%.

North America
North America was more uniformly positive. Reflecting 
growth in the US economy of 2.9%, fee incomes rose over 
the year for most respondents. The Big Four grew by an 
average of 8%, reaching US$40bn in combined revenue.

Asia Pacific
China’s economic growth makes it a key market still for 
most global players. In 2014 the average growth rate 
among networks and associations in Greater China was 
16%. The Big Four remain challenged by an ongoing legal 
battle with the US regulator, and rivals are mounting an 
increasingly convincing challenge. In mainland China, 
KPMG has been overtaken by BDO LiXin, according to the 
Chinese Institute of Certified Public Accountants (CICPA). 

Africa 
In a continent with a 7% rate of GDP growth, Nigeria was 
the country where firms fared best, growing by 19% on 
average. Elsewhere strong performance was blighted by 

unfavourable exchange rates, 
particularly in South Africa 
(where firms nevertheless 
grew by 8.4% on average in 
2014, up from 6% in 2013). 
An example of optimism in 
Africa is HLB’s expansion, 
with new firms in Egypt, 
Kenya, Rwanda and Uganda.

Latin America
In contrast to Africa’s soaring 
popularity, the outlook 
for Latin America remains 
more mixed, although there 
is potential in Colombia, 
Panama and Brazil, which are 
experiencing some growth. 
In particular, average growth 
for firms in Brazil during 2014 
was 13% – second only to 
China and Nigeria.

Average fee split – top 10 networks 

  2008   

Audit and accounting  53  

Tax   23  

Advisory  24  

 2014

Audit and accounting   46

Tax                                   24

Advisory                            30
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Risky business
In business just about anything could happen – in theory, at least. But does that mean 
you should tell your shareholders all about it and how you intend to address it?

Opening up
The financial crisis has seen that argument bite deeper, and 
prompted a range of legislation (including IFRS 7, Financial 

Instruments: Disclosures, and the 
recommendations of the Enhanced 
Disclosure Task Force of the Financial 
Stability Board) aimed at improving risk 
disclosure in the financial sector. The 
2008 crisis certainly raised the profile of 
risk reporting and brought discussion of 
risk more into the open. According to a 
new report from ACCA, though, formal 
risk reporting by companies still has a 
long way to go.

ACCA’s Reporting risk study 
details the views of a range of senior 
risk experts representing preparers, 
users and regulators. It argues that all 
sides recognise that risk reporting needs 
to improve. The real question is how to 
make that happen.

Running a business is inherently risky – there are the small 
everyday risks (one of your suppliers goes bust, or the 
price of a commodity rises sharply), and then there are 

the risks that you think will never 
happen but sometimes do (a fire, 
a worldwide credit crisis, a ship 
loaded with your stock sinking). 

Boards (good ones, at least) 
routinely discuss what could go 
wrong and what to do about it. But 
how much of all this should they tell 
their shareholders? 

A series of high-profile corporate 
failures and incidents in recent years 
(the BP Deepwater disaster and 
Sony’s recent hacking experience, to 
name two) have given more teeth to 
the argument that companies need to 
do a better job of explaining the risks 
they face to their shareholders and 
other stakeholders. 

‘It’s precisely 
because 

something is 
sensitive that 

it should be 
reported to 

shareholders’
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For more information:

Risk Reporting is available at www.accaglobal.com/ab/161

Many of the experts consulted agree that progress has been 
made since the fi nancial crisis. But too much risk reporting today 
is unnecessarily generic, compliance-driven, bland. Or, as Eric 
Tracey, consulting partner with investment manager Governance 
for Owners, witheringly says, it covers ‘everything but the kitchen 
sink, in which case it becomes completely useless’.

Balancing interests
At the root of the problem is a fundamental difference between 
what users want and what preparers are prepared to give. To 
put it simply, users want to see more discussion of the risks a 
company faces, while preparers want to say as little as possible 
for fear of spooking the horses.

Companies fear that providing too much detail about 
risks could scare off investors or reveal sensitive information. 
The latter is an argument that analysts scoff at. ‘It’s a fantastic 
smokescreen to hide all sorts of things,’ says Tracey. ‘You ought 
to be able to describe your risks without giving away something 
you should keep secret. It’s precisely because it is sensitive that 
something should be reported to shareholders.’

So what do users want to see? The report details 
a wish list that includes a discussion of the risks that 
really matter to the company, preferably in order of 
priority. Users want to know why management believes 
that these risks are critical and what it plans to do to 
mitigate them. They also want to know of any new 
risks that have emerged since the last risk report. 
Above all, users want candour – an honest discussion 
of risk within the context of the company’s strategy 
and business model. 

Putting a price on risk
But could risk reports go further still? Journalist 
and fi nancial analyst Jane Fuller raises the more 
controversial possibility of quantifying risks. It 
would be more useful for analysts, she argues, if 

management explained that a particular event (such as the 
risk of litigation) rarely happened but put a fi gure on the 
potential fi nancial impact on the company if it did (based on, 
for example, actual litigation payouts in similar cases).  

‘This approach might cause migraines in many a 
boardroom,’ she says, ‘but it would result in a far more 
useful discussion about risk.’

The march towards better risk reporting seems to be 
gaining momentum, in some countries at least. At the end 
of last year, the UK’s governance regulator, the Financial 
Reporting Council, announced changes to the corporate 
governance code so that it recommends that directors 
include ‘a robust assessment of the principal risks 
facing the company’ in their annual report, along with 
an explanation of how these risks are being managed.

The experts consulted for Risk Reporting agree 
unanimously that better risk reporting is benefi cial 
to companies as well as users, with one contributor 
pointing out that risk reporting has now moved on 
from a focus on mitigation to a way of adding value to 
the organisation. 

Ewan Willars, director of policy at ACCA, thinks 
that good risk reporting gives investors greater 
confi dence: ‘We believe that greater disclosure 

of risk is not a threat, but a chance to 
demonstrate the strength of the company’s 
controls and management.’ ■ 

Liz Fisher, journalist

Unintended consequences

‘There has been a huge increase [in regulation faced by 
multinationals] since the fi nancial crisis, and the question is 
whether that drives better risk management or not. There 
have certainly been unintended consequences; at Shell we 
are captured by criteria that are not intended for us, simply 
because we are large. In my view that has the potential to 
distract organisations from good risk management. 

‘My main concern is that the raft of new regulatory 
requirements could result in organisations seeing risk 
reporting as just another box-ticking exercise, rather than 
driving better risk management. We have to be careful 
that we’re not reporting risk in order to satisfy a process, 
but that risk management is used effectively as a way to 
differentiate the business.’

Simon Constant-Glemas, VP corporate and UK country 
controller, Shell

No longer a four-letter word

‘I’ve seen a lot of progress in risk reporting since the 
fi nancial crisis. Risk has now become something that can 
be discussed, when previously it was a four-letter word. 
The better [risk] reporters are telling us something useful 
about risk – the levels of disclosure used to be terrible 
across the board, but now there are plenty that are not.

‘The big challenge now is the mass of companies 
whose risk reporting is inadequate at best. There are 
some shining examples, good reports that tell the story 
honestly and in the voice of the company. The trick now is 
to get the others up to speed.’ 

Frank Curtiss, head of corporate governance, RPMI 
Railpen Investments
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Talent doctor: Influencing style

Dr Rob Yeung is a 
psychologist at leadership 

consulting fi rm Talentspace

Career boost
Pushiness makes enemies, but pliancy misses out. Dr Rob Yeung explains the art of 
infl uencing people. Plus, interviews are becoming sprints rather than marathons

You can’t be successful at work – or 
indeed in life – without being able 
to infl uence and persuade others. 
But to understand your style of 
infl uence, you need to ask yourself 
two questions.

First, to what extent can you say 
no to unreasonable requests? Score 
yourself on a scale of 1 to 10, where 
1 is ‘I fi nd it really diffi cult’ and 10 is 

‘no problem whatsoever’. Second, on the 
same 1 to 10 scale, to what extent do you 
look for ways to be helpful to the people 
you work with?

These questions are taken from a 
questionnaire designed by University 
of Arkansas academics. The fi rst, about 
saying no, measures your skill at what I call 
‘push-assertion’ – the ability to speak up, 
say what you want and set the agenda. 

However, research tells us that people 
who are strong only at push-assertion 
can come across as aggressive, overly 
demanding and pushy.

The second, about how helpful 
you try to be, measures your skill at 
‘pull-respect for others’ – the ability to 
listen, empathise and cooperate rather 
than compete. I name it pull-respect 
for others as I think it’s about pulling 
information, emotions and needs out 
of people. People who are strong 
only at pull-respect for others are 
accommodating team players, but may 
miss out on opportunities because 
they don’t put themselves forward.

We can be high or low on push-
assertion as well as on pull-respect 
for others. So that implies four broad 
infl uencing styles, as shown by the 
chart below.

In the top right corner, people who 
are strong at both skills can push and 
pull in equal measure. They ask for 
what they want but also understand 
others’ needs and know when to 
compromise. The other quadrants 
represent less than ideal infl uencing. 

So where do you land in the grid? 
Are you more powerful at push-
assertion, but inadvertently brash or 
antagonistic? Or stronger at pull-
respect for others – a collaborator who 
could take charge a little more often? 
Or relatively weak at both, and feeling 
frustrated and ignored as a result?

The only way to identify your 
infl uencing style is to get feedback 
from people who know you well. Ask 
colleagues and friends. Only then can 
you fi gure out what would be most 
benefi cial to your career – and be able 
to devise a plan for improving how you 
go about persuading others. ■ 

For more information:

www.talentspace.co.uk

@robyeung

Push-assertion

Pull-respect for others

High Forceful persuasion Legitimate assertiveness

Passivity

Low High

HelpfulnessLow
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Just one shot 
Accountants need to hone 
their interview skills or risk 
missing out on the best jobs.

According to recruitment 
agency Randstad Financial 
& Professional, greater 
competition around the world 
for talent has led to employers 
shortening the interview 
process so as to beat their 
competitors and get their 
offers in first. 

Half of financial services 
professionals (52%) globally 
said they had only one 
interview before landing their 
current role, and 27% needed 
just two. The recruiter said 
these figures show the need to 
make a good first impression, 
as there may not always be an 
opportunity to make amends 
in a subsequent meeting. 

Some 61% of accountants 
said they now find interviews 
harder than they did before 
the crisis took hold; 29% said 
that, despite being good at 
job interviews in the past, 
they are now out of practice; 
and 21% said they always 
underperform in interviews.

Tara Ricks, MD of Randstad 
Financial & Professional, 
said: ‘In the time it takes to 
invite people back for third 
or fourth interviews, the best 
candidates are being snapped 
up by rivals. This is good 
news for people frustrated 
with the protracted interview 
processes of the recession, 
but it also means candidates 
aren’t getting the chance 
to show their true colours if 
they haven’t made a good 
first impression.’

Grad intake to surge 
There will be an 11% year-on-
year hike in graduate intake 
by accountancy firms in the UK 
in 2015, according to a report 
from High Fliers Research.

The report, The graduate 
market in 2015, is a study 
of graduate vacancies and 
starting salaries at the UK’s  
100 leading employers.

The latest recruitment 

target for 2015 predicts 4,624 
vacancies for graduates at 
accountancy firms in the list. 
The report forecasts that 
salaries in 2015 for graduates 
joining accountancy and 
professional services firms 
will be between £15,000 and 
£42,500, with a median starting 
salary of £30,000.

Big Apple, big salary
If you want to make a lot 
of money as quickly as you 
possibly can, then it’s worth 
considering a move to New 
York to work in product 
control, according to a recent 
report from Robert Walters.

The recruitment agency’s 
2015 salary survey is a 

comprehensive review of 
professional salaries and 
recruitment trends all around 
the world.

While the US is the land 
of the best-paid job, hot on 
its heels in the top 15 are 
Singapore and Hong Kong.

Internal audit, product 
control and regulatory 
reporting are the most highly 
paid sectors to work in.

The research shows that 
finance careers in London 
generally pay better than most 
other European nations and 
compare well internationally. 

According to the report, 
the top five jobs are as follows:
1  SVP product control/pricing, 

New York, $175-300k
2  Internal audit, banking, 

Hong Kong, $127-230k
3  Strategic analysis and 

planning, financial services, 
Singapore, up to $225k

4  Financial and regulatory 
reporting, Hong Kong, 
$120-220k

5  Tax specialist, New York, 
$100-200k. ■

This page is compiled by Beth 
Holmes, journalist

The perfect: interview preparation

With ever growing numbers of talented professionals putting themselves up for a 
diminishing number of jobs, it’s never been more important not to fall at the first hurdle: the 
job interview. Yet a combination of nerves, pressure and bad habits often means that even 
top-quality candidates don’t get jobs they would be perfect for.

So what should you do? First, research the employer, starting with a Google search. 
Getting background information about the organisation and knowing as much about its past 
performance and future plans will show you are a committed and interested candidate. 

Then, rehearse. Once you’ve done your homework on the company, practise your 
interview technique with a friend. If you film your efforts, you can replay the interview and 

see for yourself where 
you might need to make 
improvements.

Finally, prepare two 
sets of questions. The 
first should be a list of 
questions you are likely to 
be asked, accompanied by 
your detailed responses, 
backed up with specific 
examples from your work 
and life experience. The 
second should be a list 
of questions you want to 
ask the interviewer; an 
interview is, after all, a two-
way process.

And when the day 
comes, be punctual, 
dress appropriately but 
comfortably, smile, ask for a 
glass of water, concentrate 
on breathing slowly if you 
feel anxious, and maintain 
eye contact throughout. 
Good luck!
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The John Lewis effect
In this latest article in a series on competitive advantage, Tony Grundy looks at the 
unique position that the John Lewis Partnership has in the UK retail market

(‘the group’), with its partnership structure so unusual in retail, 
seems to be fitted with some kind of antigravity device. It is 
continuing to grow and generate comfortable returns on net 
assets in both upmarket grocery retailing and in its larger, non-
food lines. Its partnership ownership – its 90,000 staff are all 
partners – means that it is less subject to the relentless pressure 
to report earnings growth; it is also freer of the short-term 
pressure to achieve results.

The group’s most competitive operating environment is 
grocery retailing, in which it operates under the name  

of Waitrose .
The Waitrose business seems to 

be defying the trends because it is 
positioned as a more niche, premium-
priced operator, with a differentiation 
strategy in terms of both products 
and service. The Waitrose customer 
experience is very much one of 
surprise (‘Oh, I just have to try some 
of that!’) and of low stress. And 
many customers are willing to pay a 
premium for those things.

But there are three questions 
here: 

*  Why is a substantial segment 
of the market still so keen on 
distinctive quality and prepared to 
find a budget for it? 

*  Why are the competitors less able 
to address this? 

*  How is the group able to seize this 
lucrative territory? 
It seems that better-off people 

with more discretionary spend are 
still prepared to pay more on certain 
occasions; they still enjoy treats, and 
they can use Waitrose as a kind of 
‘restaurant at home’. In the latter 
case, they are spending more than 
they would at other supermarkets 
but are making savings relative to the 
cost of a meal out.

There are advantages in 
specialisation. While bigger 
grocers such as Tesco have some 
premium lines, it is harder for 

British retailing is a very difficult, competitive market, 
and many companies are being squeezed between 
weak growth in UK retail sales, channel substitution 

(internet retailing), and niche or cost leadership companies. 
The established British supermarkets – Tesco, Morrisons and 
Sainsbury’s – have been caught in a vice between relatively 
recent German arrivals, Aldi and Lidl. And Marks & Spencer 
(M&S), despite 10 years of effort, still hasn’t got anywhere 
near to the operating profit margin it had back in the 1990s.

However, pre-eminent retailer the John Lewis Partnership 

▲ Moving units
John Lewis has 
become renowned 
for its heart-warming 
Christmas TV ads
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www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd 

them to create an atmosphere of 
‘spoil yourself’, as such offerings 
are surrounded by price deals on 
commoditised products and a busier 
shopping environment.

Waitrose, by contrast, combines 
clever merchandising skills, a 
distinctive, visually appealing 
store environment that is pleasant 
to walk around, and eager and 
competent staff. Its brand is envied 
across all industries.

Waitrose also exhibits multiple 
and reinforcing layers of competitive 
advantage, or a ‘resource-based 
theory’, which suggests that strategic assets are often more 
decisive in creating superior performance than having a 
favourable environment.

Price promise
The John Lewis department store has a slightly different 
business model, promising that you will not find a better 
price elsewhere. Its promise, ‘Never knowingly undersold’, 
is well known. If you spot that a product is being sold more 
cheaply, the retailer will match the price. This on the surface 
has the feel of a ‘cost-leadership’ strategy. But John Lewis’s 
main stores are full of high-quality products. These are by and 
large not commodities, so the chance of spotting an obviously 
overpriced product is much lower. 

This promise doesn’t mean that all their prices are level 
with the cheapest and that all products are sold elsewhere. But 
that promise is key in making it unnecessary to shop around. 
Also, John Lewis has a broad choice, so the average spend per 
store visit is high. That makes for a productive store and offers 
economies of scale – a different formula but with the same 
result: sales growth and good profitability. 

Underpinning both these successful models is a high-quality 
skills base and a distinctive, service-led culture. Anyone  
visiting the group’s head office will pick up a high-quality feel 
to the organisation. Getting an idea of a corporate culture is 
rather like sensing a climate; just like getting off the plane in 
Dubai, you know you’re in a warmer place. Competitors can 
imitate parts of the group’s competitive advantage, but not as 
easily as its culture. Some of this is also down to the  
partnership structure and the organisational strategy that 
supports this, which its competitors cannot adopt due to 
corporate constraints.

Know your onions
One thing that is truly distinctive and most enviable is that 
the group knows totally what it is about; it has a very clear 
strategic vision, which it has stuck to over decades, making it 

a great institution, but also one that is 
prepared to experiment – for example, 
with smaller branches of Waitrose. 

Unlike its rival M&S, which similarly 
has department stores and upmarket 
food stores, it doesn’t operate these 
under the same brand. Nor, unlike 
M&S, has it generally operated both 
outlets out of the same premises 
(could it do more of the latter?). 
While these are strategic choices, they 
can be revisited.

The results in the group’s 2014 
annual reports are remarkable for a 
retailer, especially in the extremely 
competitive UK. In addition, Waitrose 
had nearly double the profit margins of 
other supermarkets. 

So far, we have just used a few MBA ideas to understand 
the basis of this success: differentiation, resource-based theory, 
strategic vision, business models, and so on. What other ideas 
might be out there for its future development?

* more developments with both shops on the same premises 

* international expansion

* using the trusted name even more as a fully fledged bank – 
not just credit cards

* expanding its internet retailing, including to develop the 
brand internationally

* other areas of retailing (Waitrose cafes?)

* looking more generally at areas where the brand 
might stretch.

Obviously there would need to be full alignment within 
the business portfolio and with the culture, brand and skills 
base. On the edge of this might be the example of ‘John 
Lewis funerals’ (after all, the Co-operative Society is the market 
leader in the UK).

Meanwhile, you might want to ask yourself the 
following questions:

* What lessons can your business learn from John Lewis’s 
success? For example, the stability of its purpose, philosophy, 
its values and its service delivery, and finding a place in the 
competitive landscape where it has some natural advantages 
relative to the competition.

* What areas in your company’s culture truly differentiate it from 
competitors and lead to superior returns? ■

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

The group knows 
totally what it 
is about; it has 

a very clear 
strategic vision, 

which it has stuck 
to for decades
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Create a lean machine
A catch-22 is a situation characterised by absurdity or senselessness, and it’s one in which 
many finance teams find themselves. David Parmenter explains how to escape 

The annual planning process and the 
long, drawn-out annual reporting cycle 
are both perfect examples of catch-

22s. To break out of them, finance teams 
need to attack the onerous processes that are 
hangovers from the past and that they have 
mistakenly stuck with.

A company with fewer than 60 account codes 
for their P/L is as rare as hen’s teeth. There are 
simply too many charts of accounts with more than 
200 expense account codes in the general ledger. 
The chart of accounts, which determines how we 
report and set targets, sets the finance team up for 
disaster in many ways. 

Resetting the chart is a job that wise owls avoid, 
which is why the least experienced accountant 
usually ends up doing it. The CFO’s eyes glaze 
over at the subsequent chart of accounts progress 
meetings; the aim of reducing the number of 
account codes by over 40% gets lost; and, slowly 
but surely, just like the budget instructions, the 
chart of accounts takes on a life of its own. 

So here are some rules of thumb that might 
help to bring your chart of accounts to heel: 

* Impose a 1% rule for expense account 
codes. Do not break down costs into a 
separate account unless they represent at 
least 1% of total expenses. As personnel costs 
will represent between 40% and 60% in up to 
five codes, this rule will reduce your costs to 

Next steps

1 Work out revenue and expenditure code thresholds.
2 Amalgamate all sub-threshold codes into a new code.
3 Sell the need for change to the ‘oracles’ in your 

organisation – their support is critical. Email me at 
parmenter@waymark.co.nz if you need advice on how.

4 Access my How finance teams can help their 
organisations get future-ready IBM business analytics 
paper from tinyurl.com/DP-future

Streamline your systems

For more information:

www.davidparmenter.com

Onerous area

Month-end 
reports

Year-end 
accounts

Annual  
planning

Key 
performance 
indicators

Ad hoc Excel 
systems

Chart of 
accounts

Leaner practice

See my earlier articles for producing these by day three 
(of the next month) and ultimately by close of the first 
working day; aim for virtual reporting within three years.

Commit the auditors, your finance team, board and 
executive to a 15-working-day signed set of annual 
accounts. This will be covered in a future article.

Produce it in under two weeks from rolling planning. 
Eventually, drop it in favour of quarterly rolling 
planning (covered in my earlier articles).

Carefully test all KPIs to ensure they promote a positive 
outcome. Have no more than 10 KPIs and 18 non-key 
indicators. I will cover this in a future series of articles.

Replace all spreadsheets of more than 100 rows 
with a modern planning and reporting tool. Excel 
replacement has been covered in earlier articles.

Streamline your account codes: having more than 
50 for P/L is unnecessary, leads to miscoding and 
encourages a focus on unnecessary detail.

somewhere between 40 and 50 account codes.

* Have a 5% rule for revenue account codes. Do not break 
revenue into separate codes unless a revenue item represents 
over 5% of total revenue. This will reduce your revenue to 
somewhere between five and 15 account codes.

* Have larger buckets. And when you are asked a stupid 
question, ask what decision is going to be made based 
on the information requested. If they still think they need 
some analysis, a skilled management accountant can always 
investigate five weeks of expenditure and then annualise the 
number. Remember, the resulting estimate will approximate 
a true and fair view – besides, nobody else is going to follow 
you into that canyon! ■

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance
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Leasing is an important 
activity for many 
organisations with the 
majority of leases not 
currently reported on 
a lessee’s statement of 
fi nancial position. The 
existing accounting models 
for leases require lessees 
and lessors to classify their 
leases as either fi nance 
leases or operating leases 
and to account for those 
leases differently. 

The existing standards 
have been criticised for failing 
to meet the needs of users of 
fi nancial statements because 
they do not always provide 
a faithful representation of 
leasing transactions.

The exposure draft (ED), 
Leases (May 2013), attempted 
to solve the lease accounting 
problem by requiring an entity 
to classify leases into two types 
– type A and type B – and 

recognise 
both 
types on the 
statement of 
fi nancial position. 
The ED was the result 
of a joint project by the 
International Accounting 
Standards Board (IASB) and 
the US Financial Accounting 
Standards Boards (FASB) (the 
boards).This article sets out 
the current deliberations of the 
boards as at the end of 2014 
and, therefore, as such, the 
fi nal leasing standard 
may vary from the 
discussions below.

The ED 
sets out that 
type A leases 
would normally 
mean that the 
underlying asset 
is not property, 
while type B leases 
mean that the 
underlying asset is 
property. However, 
the entity classifi es a 
lease other than a property 
lease as type B if the 
lease term is for an 
insignifi cant part of 
the total economic 
life of the asset; 

or the present value of the 
lease payments is insignifi cant 
relative to the fair value of the 
underlying asset at the lease’s 
commencement date.

Conversely, the entity 
classifi es a property lease as 
type A if the lease term is for 
the major part of the remaining 
economic life of the 

underlying 
asset; or 
the present 
value of the 
lease payments 
accounts for 
substantially 
all of the fair 

value of the underlying 
asset at the 

commencement 
date. At this 
date, the lessee 
discounts the 

lease payments using 
the rate the lessor charges 

the lessee, or if that rate 
is unavailable, the lessee’s 
incremental borrowing rate. 

The lessee 
recognises the 
present value of 
lease payments 
as a liability. At 
the same time 
it recognises a 
right-of-use »

Lease accounting
As we wait for a defi nitive leasing standard, Graham Holt explores 
the original 2013 exposure draft and the current state of play
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(ROU) asset equal to the 
lease liability, plus any 
lease payments made to 
the lessor at or before the 
commencement date, less 
any lease incentives received 
from the lessor; and any 
initial direct costs incurred 
by the lessee. After the 
commencement date, the 
liability is increased by the 
unwinding of interest and 
reduced by lease payments 
made to the lessor. 

A lessee will recognise in 
profi t or loss, for type A leases, 
the unwinding of the discount 
on the lease liability as interest 
and the amortisation of the 
ROU asset and, for type B 
leases, the lease payments will 
be recognised in profi t or loss 
on a straight-line basis over 
the lease term and refl ected 
in profi t or loss as a single 
lease cost. 

Following the feedback 
received on the ED, the FASB 
still remains supportive of 
the dual-model approach 
to bringing leases on to the 
statement of fi nancial position. 

Under this approach, a 
lessee would account for 
most existing fi nance leases 

as type A leases and most 
existing operating leases 
as type B leases. Both type 
A and B leases result in the 
lessee recognising a ROU 
asset and a lease liability. 
However, the IASB has stated 
that feedback on the 2013 ED 
indicates that the dual model 
is too complex and, therefore, 
has opted currently for a 
single lessee model that is 
‘easy to understand’. The IASB 
decided on a single approach 
for lessee accounting where 
a lessee would account for all 
leases as type A leases.

The boards decided 
that a lessor should 
determine lease 
classifi cation (type 
A or type B) on the 
basis of whether 

the lease is effectively a 
fi nancing or a sale, rather 
than an operating lease. 
A lessor would make that 
determination by assessing 
whether the lease transfers 
substantially all the risks 
and rewards incidental to 
ownership of the underlying 
asset. A lessor will be required 
to apply an approach 
substantially equivalent to 
existing International Financial 
Reporting Standards (IFRS) 
fi nance lease accounting to all 
type A leases. 

A lease is currently defi ned 
by the boards as ‘a contract 
that conveys the right to use 
an asset for a period of time in 
exchange for consideration’. 
An entity would determine 
whether a contract contains 
a lease by assessing whether 
the use of the asset is either 
explicitly or implicitly specifi ed 
and the customer controls 

the use of the asset. The 
defi nition of a lease does 
not require the customer 
to have the ability to derive 
the benefi ts from directing 
the use of an asset. 

The boards have 
decided that the leases 
guidance should not include 
specifi c requirements 
on materiality and retain 
the recognition and 
measurement exemption for 
a lessee’s short-term leases 

(12 months or 
less) with the 
IASB specifi cally 
favouring a 
similar exemption 
for leases of small 
assets for lessees.

The boards 
have decided 
that, when 
determining the 
lease term, an 
entity should 
consider all 
relevant factors 

that may 
affect the 
decision 
to extend, 
or not 

The FASB remains 
supportive of 

the dual-model 
approach to 

bringing leases 
on to the 

statement of 
financial position
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to terminate, a lease. The 
lease term should only be 
reassessed when a signifi cant 
event occurs or there is 
a signifi cant change in 
circumstances that are 
within the control of the 
lessee. A lessor should not 
be required to reassess the 
lease term.

Only variable lease 
payments that depend on 
an index or a rate should 
be included in the initial 
measurement of leases and 
the IASB has determined that 
reassessment of variable lease 
payments would only occur 
when the lessee re-measures 
the lease liability for other 
reasons. A lessor will not be 
required to reassess variable 
lease payments that depend 
on an index or a rate.

The defi nition of the 
discount rate remains 
unchanged as the rate implicit 
in the lease, as does the 
requirement for a lessee to 
reassess the discount rate 
only when there is a change 
to either the lease term or the 
assessment of whether the 
lessee is (or is not) reasonably 
certain to exercise an option 
to purchase the asset.

A lease modifi cation for 
both a lessee and a lessor 
should be accounted for as a 
new lease, separate from the 
original lease, when:
1 the lease grants the lessee 

an additional right-of-use 
not included in the original 
lease, and 

2 the additional right-of-use 
is priced commensurate 

with its standalone price 
in the context of that 
particular contract. 

In terms of the initial direct 
costs for both lessors and 
lessees, they should include 
only incremental costs that 
would not have incurred if the 
lease had not been executed. 
These include commissions 
or payments made to existing 
tenants to obtain the lease. A 
lessor in a type A lease should 
include initial direct costs in 
the initial measurement of 
the lease receivable and they 
should be taken into account 
in determining the rate 
implicit in the lease.

A lessor in a type A lease 
who recognises selling profi t 
at lease commencement 
should recognise initial 
direct costs as an expense. 
A lessor in a type B lease 
should expense such costs 
over the lease term on the 
same basis as lease income. 
A lessee should include 
initial direct costs in the initial 
measurement of the right-of-
use asset and amortise those 
costs over the lease term.

The guidance in the ED 
has been retained for sale 
and leaseback transactions 
with a sale having to meet 

the requirements of a sale as 
set out in IFRS 15. A buyer-
lessor should account for the 
purchase of the underlying 
asset consistent with the 
guidance that would apply 
to the purchase of any non-
fi nancial asset.

This article sets out the 
deliberations of the IASB/
FASB as regards lease 
accounting at the end of 
December 2014. The IFRS is 
due for publication in 2015, 
but it seems that the FASB and 
IASB will have differing views 
on several recognition and 
measurement issues when the 
IFRS is fi nally published. There 
may yet however be further 
changes of opinion. ■

Graham Holt is director of 
professional studies at the 
accounting, fi nance and 
economics department at 
Manchester Metropolitan 
University Business School
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Technically speaking
Aidan Clifford outlines the new ACCA audit monitoring changes in detail and discusses 
the repercussions when performing audits for unqualifi ed practices

1 Audit changes
Although there is no change 
in the basis of assessing audit 
compliance or visit outcomes, 
ACCA has changed the way in 
which unsatisfactory audit-
monitoring outcomes will be 
dealt with. 

In summary, hot-fi le reviews 
will no longer be imposed by 
the regulatory assessor (RA) in 
most cases, but it is most likely 
that the RA’s orders will be 
published. 

Practices are strongly 
advised to read in detail the 
letter from practice monitoring 
that notifi es them that they 
are being referred to the RA. 
Refer to the updated guidance 
for regulatory orders at www.
accaglobal.com/ab/164. 

The normal process 
where a fi rm has a second 
unsatisfactory outcome – or, 
in some cases, for a fi rm on a 
fi rst visit with an unsatisfactory 
outcome – is as follows:

* The monitoring visit report 
will be issued by the 
compliance officer after 
the visit and the report will 
clearly note that the visit 
has been unsatisfactory. 

* The firm can ask for 
changes to the report, and 
the compliance officer may 
agree; otherwise the firm’s 
comments are sent to the 

RA along with the original 
report.

* The report with the firm’s 
comments will be referred 
to the RA. 

* The firm’s comments on 
the report, together with 
any supporting papers or 
other evidence that it feels 
is appropriate, are sent to 
the RA.

* The RA is likely to do one 
of three things: nothing (ie 
no case to answer); issue a 
warning together with an 
early revisit and publication 
of the findings (publication 
at this stage of the process 
is the main change); or 
refer the matter to A&L 
Goodbody, if it considers 
that the firm should not 
be permitted to audit in 
the future. 

* The firm may also ask 
that the RA’s findings be 
referred to A&L. A&L has 
a number of orders that 
it can make, including 
an early revisit, licence 
removal, other restrictions, 
and in almost all cases 
publication of the findings. 

For a fi rst visit where the audit 
defi ciencies are widespread, 
the procedure above is the 
one that is followed.   

On a fi rst or second 
monitoring visit where the 

fi rm falls marginally short of 
the standard, the compliance 
offi cer may simply schedule 
an early follow-up visit with 
no referral to A&L or the RA 
– so there is no change to the 
current position. 

The principal change in 
procedure is that the RA will 
normally order publicity of the 
order that it makes against 
the fi rm. This is required 
under Irish legislation and 
derives from the EU statutory 
audit directive.

The EU statutory audit 
directive states: ‘Member 
states shall provide that 
measures taken and penalties 
imposed on statutory 
auditors and audit fi rms are 
appropriately disclosed to the 
public.’ This was transposed 
into Irish law in SI 220 S89 (13). 

Note that this change 
does not apply to satisfactory 
monitoring outcomes or 
unsatisfactory outcomes that 
are not referred to the RA. 
Currently, more than 80% of 
all fi rms (and the percentage 
is growing all the time) will not 
be affected by this change in 
monitoring arrangements. 

In other monitoring news, 
a small number of auditors 

have simply signed audit 
reports and made no attempt 
to prepare an audit fi le or 
conduct an audit. In some 
cases they attempted to hide 
the existence of the audit fi le 
(and failed), while in other 
cases they held up their hands 
and admitted to what they 
had done. 

These are serious matters 
and may result in the auditor 
facing disciplinary action and 
losing the right to audit in the 
future. 

2 Using APMs
The Irish Auditing and 
Accounting Supervisory 
Authority (IAASA) has 
published the results of 
a thematic examination 
of selected Irish equity 
issuers that use alternative 
performance measurements 
(APMs). 

This review noted an 
improvement in the use 
of APMs since 2012. The 
IAASA concluded that fi rms 
should revise the 2012 
recommendations and that 
issuers should redouble their 
efforts in this area. 

The full report is available 
at www.iaasa.ie 

3 SME code
The Central Bank 
has published a 
consultation paper,  
Review of the code 
of conduct for 
business lending 
to small and 
medium enterprises 
– consultation 
paper CP91. 

The SME code 
of conduct for 
business lending 
was introduced in 

In this article

1 Audit monitoring changes ACCA audit compliance 
2  Performance measurements review Alternative key 

performance indicators review
3 Code of conduct SME code of conduct
4  Increase in buildings’ value The two accounting policy 

choices: cost less impairment and market value 
5  Unqualifi ed practices Performing audits for unqualifi ed 

practices

Although there 
is no change in 
in the basis of 

assessing audit 
compliance, 

unsatisfactory 
audit monitoring 
will be dealt with
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2009 and sets out important 
protection for SMEs when they 
are accessing credit or are in 
fi nancial diffi culties. 

More details are available 
at www.centralbank.ie 

4 Building value
Now that buildings are 
recovering in value, the 
reversal of previous years’ 
impairments has become 
a common accounting 
issue. FRS 15 allowed two 
accounting policy choices 
for own-use property: ‘cost 
less impairment’ and ‘market 
value’. For own-use property, 
where the accounting policy 
was cost less impairment, 
there is some confusion. 

Previous years’ impairments 
were to the higher of market 
value or value-in-use. Where 
market value was the higher 
fi gure, this meant that many 
own-use properties were 
valued at market value even 
though the policy was cost less 
impairment but the impaired 
amount just happened to be 
market value. 

When the market 
value increases in these 
circumstances, some 
companies appear to have 
inadvertently changed 
their accounting policy and 
adopted a market-value 
accounting policy; this is 
neither correct nor ideal. 

As the impairment review 
is reperformed each year, the 
value in use and market values 
are recalculated and a reversal 
of the impairment happens. 
This is because either or 
both of these measures have 
increased. The reversal of the 
previous impairment in an 
own-use property valued at 
cost less impairment is a profi t 
and loss gain. 

If the business changes the 
accounting policy from cost 
less impairment to market 
value, then the increases 
in market values are to the 
statement of total recognised 
gains and losses (STRGL) 
notwithstanding that the 

reductions in value were to 
the profi t and loss account. 
Leave the policy as cost less 
impairment and the recovery 
in value will be posted to the 
profi t and loss account. This 
accounting does not need to 
change under FRS 102. 

For own-use buildings 
adopting an accounting 
policy of market value, any 
recovery in market value 
will be posted to the profi t 
and loss account until the 
property reaches depreciated 
historical cost, and thereafter 
any increases will be to STRGL 
and revaluation reserve. This 
accounting does not need to 
change under FRS 102.

With investment property, 
SSAP 19 simply required that 
you mark the property to 
market value every year and 
book the increase to STRGL 
and revaluation reserve. 
This accounting will change 
under FRS 102 from 2015, 
with recoveries in value being 
posted to the profi t and loss 
account and therefore to 
retained earnings rather than 
revaluation reserve. 

A cost model (cost less 
impairment) is available under 
FRS 102 where a reliable 
market value is unavailable. 
Where the cost model is used 
for investment property under 
FRS 102, then the accounting 
will be the same as that used 
for own-use property under 
FRS 14, as set out above. 

5 Unqualified practices
There have been a number of 
ACCA practices in the last two 
years that have surrendered 
their audit licences or had 
them removed. 

The reasons for this are 
because some of these 
practices requested that other 
qualifi ed fi rms or individuals 
sign off on their audits, 
while others have effectively 
rubberstamped audits that 
weren’t within their own fi rm. If 
found guilty of these practices, 
members’ audit licences are 
removed and ACCA will be 

forced to ask them to leave 
the organisation. 

It is possible to perform a 
compliant audit for a company 
where the fi nancial statements 
have been compiled by 
another fi rm. However, this 
needs to be completed 
properly, as the consequences 
of performing the audit 
incorrectly can be severe. 

An engagement letter 
will need to be issued by the 
auditor in their name and not 
in the name of the unqualifi ed 
fi rm. The auditor will need 
to meet the client and plan, 
control and direct the audit. 
The audit work needs to be 
either done by them or under 
their direct supervision. The 
auditor needs to own the audit 
fi le and keep possession of the 
fi le at their offi ce (and not at 
the offi ce of the unqualifi ed). 

The fi le needs the initials 
of the auditor liberally 
sprinkled throughout (to 
evidence their review). 

The audit fee needs to 
be issued by the auditor, 
although there can be 
disbursements to the 
unqualifi ed fi rm if some 
of their staff are used on 
contract to perform some of 
the audit work. 

The audited accounts will 
then be fi led in the credit 
review offi ce (CRO) under the 
auditor registration number 
(ARN). Compliance offi cers 
have a full list of all audits fi led 
in the CRO, listed by ARN, and 
will select fi les for review at the 
monitoring visit. 

As an additional 
complication, if a block 
of audits are referred by 
one unqualifi ed fi rm and 
are effectively linked, the 
auditor will need to be able 
to show that they are fully 
independent. 

Where the fee from the 
block of audits referred from 
the unqualifi ed fi rm exceeds 
10% of its practice income, or 
15% in some circumstances, 
the auditor will need to prove 
that they are independent.  

In most cases, proving 
this will be impossible, and 
this effectively puts an upper 
limit of 15% of total fees 
from any one single referred 
block of audits. There is some 
leeway on the 15% for start-
up practices and for one-off 
instances where the limit is 
exceeded in one year but 
not regularly. ■

aidan.clifford@accaglobal.com
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Tax update
Cora O’Brien outlines important government initiatives to be implemented this year, 
including the knowledge development box and the Action Plan for Jobs 2015

1 KDB introduction 
The Department of Finance 
has launched a consultation on 
the introduction of a best-in-
class knowledge development 
box (KDB) in Ireland. 

Minister for fi nance Michael 
Noonan said he will introduce 
this incentive as part of the 
Road Map for Ireland’s Tax 
Competitiveness, which was 
published last October as part 
of Budget 2015.

The consultation paper 
confi rms that the KDB will be 
based, in part, on patent box 
measures available in countries 
that compete with Ireland for 
foreign direct investment. 

Such an incentive will 
seek to provide an effective 
tax rate for intellectual 
property income that is 
below the normal headline 
rate of corporation tax. 

The aim is to encourage 
companies to locate high-
value jobs associated with the 
development of intellectual 
property in Ireland.

The EU and the 
Organisation for Economic 
Cooperation and 
Development (OECD) are 
currently fi nalising new 
rules for the design of such 
tax incentives. Noonan has 
already said that the Irish 
KDB will comply with those 
international standards.

The consultation asks for 
views on how the KDB should 
be designed to ensure that 
it meets the key objective of 
being the most competitive 
in class, within the agreed 
international parameters for 
fair tax competition. 

The consultation period 
closes on 8 April 2015. 

2 Action Plan 
for Jobs 2015
The government 
has launched its 
Action Plan for Jobs 
2015, which outlines 
its strategy for 
helping create jobs 
in the country – one 
aim is to support 
100,000 additional 
jobs by 2016. 

The action plan 
is described as ‘the 
next step in the 

multi-annual process aimed 
at delivering full employment 
by 2018’. 

The key tax actions 
outlined include: 

* progress the tax reform 
plan announced in 
Budget 2015, subject to 
the government having 
sufficient fiscal space

* introduce a KDB to ensure 
the tax environment is 
optimised for innovative 
enterprises located here

* raise awareness of 
the employment and 
investment incentive 
scheme and the seed 
capital scheme

* start the Living City 
initiative in Q2 of this year

* examine what taxation 
measures, if any, might 
be taken to penalise 
landowners who do not 
develop land that is already 
zoned and serviced

* roll out mandatory filing 
of financial statements in 
iXBRL. 

The report also confi rms the 
government’s intention to 
announce an updated overall 
macro-economic strategy 
statement in spring. 

3 Tax Appeals Bill 
The government has 
confi rmed its intention to 
publish the Finance (Tax 
Appeals Commission) Bill 
before the end of July 2015. 

The Joint Oireachtas 
Committee on Finance, Public 
Expenditure and Reform 
debated the proposed heads 
of bill (the key areas it covers). 

The bill would make 
signifi cant amendments to the 
tax appeal process. 

Concerns were raised at 
the committee about the 

A taxpayer would 
have to agree with 

the Revenue’s 
tax assessment 

or face publication 
of their private 

tax and financial 
affairs 

proposals to remove the 
‘in camera’ rule, together 
with the removal of a right 
to a rehearing at the circuit 
court. This would mean that 
a taxpayer would have to 
agree with the Revenue’s tax 
assessment or face publication 
of their private tax and 
fi nancial affairs and prohibitive 
costs for appealing a case to 
the High Court. 

Some aspects of the 
proposals in the draft heads of 
bill are welcome, including:

* improved procedures 
for appointment, tenure 
and removal of appeal 
commissioners

* streamlining of tax 
legislation, so time limits 
are consistent across taxes

* the publication of 
determinations.

4 Revenue headline 
results for 2014 
Revenue’s headline results for 
2014 show the following:

* Rates of timely tax payment 
and return filing have 
increased compared with 
2013. The compliance rate 
for large cases and medium 
cases increased by 2% to 
99% and 97% respectively. 
The compliance rate for 
smaller cases (those with an 
annual liability of less than 
€75k) has increased by 1% 
to 83%. The local property 
tax compliance rate for 
2014 is 95%.

* The number of compliance 
interventions has 
decreased by 30% on 2013 
but the yield from the 
interventions has increased. 

* The number of cases 
subject to collection 
enforcement has increased 
by 10% over 2013. 

In this article
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* 483 ‘avoidance cases’ were 
settled and 165 protective 
notifications received in 
2014. This represents a 21% 
increase on 2013.

* Home Renovation Incentive 
work to the value of €293m 
was carried out in 2014.

5 Revenue’s R&D tax 
credit guidelines 
Revenue has issued revised 
research and development 
tax credit guidelines. These 
guidelines provide an update 
of Revenue’s view and some 
further clarity on a number 
of important aspects of the 
regime.

Some of the key 
developments in the 
guidelines are: 

* Greater clarity is provided 
in determining when 
the credit is available for 
software development. 

* Guidance is given on when 
overheads, employee costs 
and other costs constitute 
qualifying expenditure.

* Clarity is provided on 
the timing of a credit 
claim where a building is 
refurbished or expenditure 
on its construction spans 
two or more accounting 
periods.

* The guidance makes clear 
that where R&D activity 
is subcontracted out, 
the company claiming 
the relief must notify the 
subcontracting party in 
writing that they may not 
make an R&D claim on 
these costs.

* Further detail is provided 
on the retention of 
contemporaneous records 
of R&D activity, and an 
outline is given of the 
types of information that 
Revenue would expect to 
be retained.

* More examples are given 
of how to calculate the 
payable credit where the 
R&D tax credit exceeds the 
corporation tax liability of 
a company’s current and 
prior period. 

6 PAYE clarification
Revenue has clarifi ed where 
PAYE must be applied or 
a PAYE exclusion order 
obtained when paying non-
resident staff who are recruited 
and do all their work abroad. 

To remove the requirement 
for a personal public service 

number and an exclusion 
order in these cases, PAYE 
need not be applied where 
the employee:

* is not resident in the state 
for tax purposes

* has been recruited abroad

* carries out all of the duties 
of employment abroad

* is not a director of the 
employer

* is outside the charge to tax 
in the state. ■

Cora O’Brien is director of 
technical services, Irish Tax 
Institute 
cobrien@taxinstitute.ie
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Tax diary
The Irish Tax Institute supplies important dates and deadlines for March and April 2015 
that fi nancial professionals working in Ireland will need to heed

General

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

PAYE
14 March
P30 return and payment for 
the calendar quarter ending 
28 February 2014 (ROS 
extension to 23 March).

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

VAT
19 March
Bi-monthly VAT3 return and 
payment for the period 
January/February 2015 (ROS 
extension 23 January).

LPT
21 March
Date for single debit authority 
deduction from bank accounts 
for LPT for 2015.

Share options
31 March
Return of information in 
relation to share options or 
rights granted in the year 
ended 31 December 2014.

Companies 

Dividend withholding 
tax
14 March
Return and payment of 
DWT for distributions in 
February 2015.

Corporation tax
21 March
Return and fi nal payment for 
accounting periods ended 
30 June 2014 (ROS extension 
to 23 March).

Corporation tax
21 March
Preliminary tax for accounting 
periods ending 30 April 2015 
(ROS extension to 23 March).

Corporation tax
21 March
First instalment of preliminary 
tax for large companies for 
accounting periods ending 
30 September 2015 (ROS 
extension to 23 March). 

Form 46G – return of 
third-party information
31 March
Form 46G for accounting 
periods ended 30 June 2014.

Individuals
31 March
Deadline for claiming separate 
assessment and nominating 
assessable spouse (or civil 
partner) for 2015.

General
8 April
Mandatory reporting. Where 
applicable, quarterly return 
of client lists for period to 
31 March 2015.

PAYE 
14 April
P30 monthly return and 
payment for March 2015 
(ROS extension to 23 April).

PAYE
14 April
P30 return and payment 
for calendar quarter ended 
31 March 2015 (ROS extension 
to 23 April).

PSWT
14 April
F30 monthly return and 
payment for March 2015 
(ROS extension to 23 April).

Payment settlers
30 April
Due date for submission to 
Revenue of returns of debit 
and credit card transactions 
(by payments settlers) for the 
year 2014.

Companies

Dividend withholding 
tax
14 April
Return and payment of DWT 
for distributions in March 2015.

Corporation tax
21 April
Return and fi nal payment for 
accounting periods ended 
31 July 2014 (ROS extension to 
23 April 2015).

Corporation tax
21 April
Preliminary tax for accounting 
periods ending 31 May 2015 
(ROS extension to 23 April 
2015).

Corporation tax
21 April
First instalment of preliminary 
tax for large companies 
for accounting periods 
ending 31 October 2015 
(ROS extension to 23 April).

Form 46G – return of 
third-party information
30 April
Form 46G for accounting 
periods ended 31 July 2014.

Information supplied by the 
Irish Tax Institute

Disclaimer: This calendar 
of the main tax compliance 
deadlines is not intended to be 
an exhaustive list. While every 
effort has been made to ensure 
the accuracy of this information, 
the Irish Tax Institute does not 
accept any responsibility for loss 
or damage occasioned by any 
person acting, or refraining from 
acting, as a result of it. ■
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NI tax update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly round-up 
of the latest developments relevant to practitioners in Northern Ireland

Updates
You can fi nd links and guidance 
on VAT notices and Revenue 
and Customs Briefs at 
www.accaglobal.com/
advisory 

Consultation: penalties
HMRC has issued HMRC 
Penalties: a Discussion 
Document, which is open for 
comment until 11 May. Chapter 
4 looks at concerns about how 
penalties are applied, while the 
following chapter highlights the 
role of penalties and how they 
may change. One comment 
and option is:
‘5.6 We currently impose a 
large number of low-value 
penalties in Income Tax Self 
Assessment and expect to 
do the same in the Real Time 
Information PAYE regime 
(known as “RTI”). We want 
to consider moving to a 
different model.’
‘5.7 One option could be a 
progressive system similar to 
penalty points for motoring 
offences, so that initial fi nancial 
penalties are avoided, but 
more substantial penalties 
then apply for more serious 
failures or for persistent non-
compliance with obligations. 
There may be advantages in 
not initially applying penalties, 
but the downside might be 
that customers fail to realise the 
importance of non-compliant 
behaviour. The role of our digital 
communications would then 
be key in ensuring there are no 
surprises for customers.’

You can fi nd out more at 
tinyurl.com/hmrc-pen

GAAR
The General Anti-Abuse 
Rule (GAAR) guidance has 
been updated for transactions 

entered into after 30 January. 
The guidance can be found at 
tinyurl.com/gaar-guide

 
Redundancy recovery 
Draft regulations, The 
Repayment of Public Sector 
Exit Payments Regulations 
2015, have been issued to allow 
the recovery of exit payments 
when high earners return to the 
same part of the public sector 
within 12 months. 

The regulations are drafted 
to come into force on 1 April 
2016 and apply to employees 
whose earnings amount to 
£100,000 per annum or more 
and to those who ‘have served 
less than 12 months in offi ce 
or employment, but whose 
earnings averaged up to an 
annual basis would have been 
over £100,000’.

Part 4 of the regulations – 
‘Repayment of exit payments’ 
– sets out the repayment terms 
calculation that applies. 
More at www.accaglobal.
com/advisory

Partnership reform
The Offi ce of Tax 
Simplifi cation (OTS) has 
published its fi nal review of 
partnership taxation, which 
contains 14 recommendations 
for reform. They include:

* ‘HMRC and BIS jointly 
to provide a checklist of 
issues that need to be 
considered in a partnership 
agreement, with 
commentary and examples. 

* Allowing partners to 
claim allowable expenses 
incurred from their share 
of the profi ts, where the 
partnership agreement is 
set out on this basis.

* Future Double Tax 
Agreement renegotiations 

to have a requirement to 
consider partnerships and 
the issues mentioned in 
our reports.

* The alignment of the tax 
rules in the area of foreign 
exchange for partnerships 
should be pursued, but if 
it is considered that such 
changes would be too 
diffi cult to effect, then at 
a minimum HMRC should 
publish clear guidance on 
the area.

* The OTS recommend clear 
guidance be included in 
the Partnership Manual 
to address the area of 
Group Relief on structures 
involving LLPs, which we 
understand HMRC have 
agreed to.

* Full clarifi cation on the 
questions raised by the 
Professional Bodies on 
entrepreneurs’ relief to 
be included within the 
Partnership Manual.

* Introduction of two 
alternative routes to 
Gift Aid to be available to 
partnerships: 

 *  The fi rm may make a 
donation and the relevant 
Gift Aid declaration 
is made by the 
representative partner. 
The donation would be 
treated as made under 
Gift Aid by the individual 
partners with the charity 
entitled to reclaim the 
basic rate income tax. 

 *  The fi rm may simply 
take a deduction for 
the donation in its 
computation of trading 
profi ts. In this case it 
would be treated as a 
gross donation with no 
eligibility for the charity 
to reclaim basic rate tax, 
in parallel to the Gift Aid 
system for companies.’

You can fi nd the report at 
tinyurl.com/ots-partner ■

Professional conduct 

The updated version of Professional Conduct in Relation 
to Taxation (PCRT), which will replace the version issued 
in February 2014, is available for comment. The update 
focuses on changes in the law and making the guidance 
more accessible. Chapters include ‘HMRC rulings and 
clearances’ and ‘Access to data by HMRC’. You can see 
the draft, on which we invite your comments, before 
9 March at www.accaglobal.com/advisory

57

03/2015 Accounting and Business

Update | Technical

www.accaglobal.com/advisory
www.accaglobal.com/advisory
www.accaglobal.com/advisory
http://tinyurl.com/hmrc-pen
www.tinyurl.com/ots-partner


www.accacareers.com
http://po.st/strategy


www.accacareers.com
http://goo.gl/H2RNzZ


Directors’ loans
Directors should proceed with caution before taking a loan from a company, as the new 
Companies Act now imposes further conditions, writes Conor Sweeney

While most of the rules 
for loans to directors and 
connected persons in the 
new Companies Act are 
much the same as those in 
part III of the Companies 
Act 1990, some extra 
conditions have been added. 
These include:

* new evidential 
procedures for loans to 
or from directors and 
connected persons

* permission to use the 
summary approval 
procedure, which does 
not require sign-off by an 
auditor, to approve loans 
in excess of 10% of the 
relevant assets

* personal liability without 
limit for the debts of a 
company being wound 
up for any person who 
benefits from a loan, quasi-
loan, credit transaction, 
guarantee or security.

Connected person
The defi nition of connected 
persons (section 220) has been 
expanded to include the civil 
partner and child of a civil 
partner of a director. 

There are new evidential 
provisions for loans to 
directors and connected 
persons. Section 236 
provides that in the event 
of civil proceedings, where 
it is claimed a company has 
made a loan or quasi-loan 
to a director or connected 
person and the terms are not 
in writing or are ambiguous 
about repayment terms, or 
where the loan or quasi-loan is 
interest-bearing, then both the 
following conditions would be 
presumed to apply: 

* the loan or quasi-loan is 
repayable on demand

* for any period before 
repayment of the amount 
of the loan or quasi-loan, 
the amount or part has 
borne interest at the 
appropriate rate.

Similar provisions also 
apply to loans given from 
a director or connected 
person to a company. 
Section 237 provides 
that in the event of 
civil proceedings, 
where it is claimed 
that a director 
or connected 
person has 
entered into 
a loan or 
quasi-
loan 
with a 

company or holding 
company and the terms 
of the transaction or 
arrangement (whether 
in writing or not) are 
ambiguous as to whether 
it constitutes a loan or 
quasi-loan, then 
until the contrary 
is proven, the 
transaction or 
arrangement 
constitutes neither a 
loan nor quasi-loan. 

Where it is 
proved that a 
loan was made to 
the company or 
holding company 
by a director or 
connected person 
and the terms of the 
loan or quasi-loan 

are in writing, partially in 
writing or wholly oral, then the 
following apply:

* If the terms are ambiguous 
as to whether the loan or 
quasi-loan bears interest, it 
is presumed that the loan 
or quasi-loan bears no 
interest.

* If the terms are 
ambiguous as to 

whether the loan 
or quasi-loan is 

secured, it is 
presumed that 

the loan or 
quasi-loan is 

not secured.

* In the 
event 

that the 
loan 

or 

quasi-loan is 
proved to be secured 
but the terms are 
ambiguous  as to the 
priority that the security 
concerned is to have 
against the indebtedness 

of the company, then it is 
presumed that the loan or 
quasi-loan is subordinate 
to all other indebtedness of 
the company.

Prohibition of loans
Section 239 of the act provides 
that a company cannot:

* make a loan or a quasi-
loan to a director of the 
company or of its holding 
company or to a person 
connected with such a 
director

* enter into a credit 
transaction as creditor for 
such a director or a person 
so connected

* enter into a guarantee 
or provide any security 
in connection with a 
loan, quasi-loan or credit 
transaction made by any 
other person for such a 
director or a person so 
connected.

However, section 239 does 
permit companies to engage 
in the following transactions 
and arrangements:

* The 10% rule. A company 
may enter into an 
arrangement if the value of 
the arrangement (or in the 
case of there being other 
arrangements entered into 
by the company, the total 
amount outstanding under 
the arrangements) is less 
than 10% of the company’s 
relevant assets (net assets).

* Reduction in relevant 
assets. Where the total 
amount outstanding under 
any arrangement exceeds 
10% of the company’s 
relevant assets for any 
reason, it is the duty of the 
company, its directors and 
any persons for whom the 
arrangements were made 

There is personal 
liability without 

limit for the debts 
of a company 

being wound up 
for anyone who 
benefits from a 

loan or quasi-loan
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to amend the terms of 
the arrangements so the 
total amount outstanding 
under the arrangements 
again falls within 10% of 
the relevant assets. This 
must be done within two 
months of the date when 
the directors have become 
aware or ought reasonably 
to have become aware of 
the situation.

* Summary approval 
procedure for loans. A 
company may make a 
loan or quasi-loan, enter 
into a credit transaction, 
or guarantee or provide 
security as long as the 
summary approval 
procedure is followed; 
this does not require an 
independent person’s 
report, which was a 
requirement in the 1990 act.

* Intra-group transactions. 
A company may make a 
loan or quasi-loan, enter 
into a credit transaction, 
or guarantee or provide 
security to its holding 
company, a subsidiary 
company or a subsidiary of 
its holding company.

* Directors’ expenses. A 
company may provide any 
directors with funds to 
meet vouched expenditure 
that has been properly 
incurred for the purposes 
of the company or that 
enable the directors to 
properly perform their 
duties. Any liability for 
such transactions must be 
discharged by the directors 

within six months from the 
date they were incurred. 

* Business transactions. 
A company may make a 
loan or quasi-loan, enter 
into a credit transaction, 
or guarantee or provide 
security if it enters into the 
transaction concerned in 
the ordinary course of its 
business, and the value 
of the transaction is not 
greater, and the terms are 
no more favourable.

Breach of section 239
If a company enters into a 
transaction or arrangement in 
breach of section 239, then it 
is voidable at the instance of 
the company unless restitution 
of the money or asset is no 
longer possible.

Personal liability 
If a company is being wound 
up and is unable to pay its 
debts, and a court considers 
that any arrangement of a 
kind described in section 
240 (2) (a) has contributed 
materially to the company’s 
inability to pay its debts or 
has substantially impeded 
the orderly winding up of the 
company, then the court may 
make a declaration that any 
person for whose benefi t the 
arrangement was made is 
personally liable.

The person who is made 
liable in this way has no 
limitation of liability for 
all or such part of the debt 
and other liabilities of the 
company as may be specifi ed 
by the court.

Indictable offence
If a company enters into a 
transaction or arrangement 
that breaches section 239 of 
the act, then any offi cer of 
the company who is in default 
is guilty of a category two 
offence, which is a reportable 
indictable offence. 

Summary
It is important that company 
directors are aware of the 
new rules and that the terms 
of company transactions are 
approved in writing, which 
should include the time for 
repayment, whether it bears 
interest and is secured, and the 
priority of the security. 

Directors need to seek 
advice before giving or taking a 
loan from a company. ■ 

Conor Sweeney is managing 
director of company secretarial 
advisory fi rm, CLS Chartered 
Secretaries, Dublin
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Where credit’s due…
James Gallagher explains how ACCA-affiliated professionals are helping Irish 
microfinance charity ILCUF shape the Ethiopian credit union landscape 

The Irish League of Credit 
Unions International 
Development Foundation 
(ILCUF) is an Irish not-for-
profit organisation that 
supports credit union 
projects across the world, 
mainly in sub-Saharan Africa. 

It is also Ireland’s leading 
microfinance development 
non-governmental 
organisation (NGO), and has 
gathered valuable knowledge 
from ACCA-affiliated 
professionals over its 25 years 
of existence. Its mission is ‘to 
alleviate poverty in developing 
countries by supporting credit 
unions, their representative 
bodies and other cooperative-
type organisations, as a 
means for socio-economic 
development, through the 
provision of financial and 
technical assistance’.

Irish credit unions and their 
members have contributed 
towards a development 
fund, administered by 
the ILCUF, as part of the 
movement’s international 
social responsibility, staying 
true to a key philosophical 
operating principle of credit 
unions: cooperation among 
cooperatives. It is with this 
backing that the ILCUF can 
provide technical assistance 
to fledgling and mature 
credit unions, building the 
capacity of local staff through 
knowledge exchange and 
training initiatives. 

In early 2014, the ILCUF 
took on an exclusive two-year 
project to develop credit 
unions in Ethiopia, which was 
awarded by the International 
Fund for Agricultural 
Development (IFAD – a UN 
agency). The project is geared 
towards reducing poverty by 

expanding financial services in 
rural areas. Ethiopia has one of 
the lowest financial inclusion 
ratios in sub-Saharan Africa, 
with only 14% of adults having 
access to credit. 

Cooperative economy
The Ethiopian government has 
identified cooperative forms 
of business as an important 
instrument of socio-economic 
change, and in the last 10 
years cooperatives have 
become a significant part of 
the economy. The country’s 
Federal Cooperative Agency 
(FCA) estimates that there are 

40,000 cooperatives operating 
in Ethiopia, with around 
seven million members. Rural 
cooperatives alone were 
mobilising around 250m 
Ethiopian birr (about €11m) as 
of June 2011.

Savings and credit 
cooperatives (SACCOs) 
and their rural counterparts 
(RuSACCOs) are owned, 
operated and governed by 
members – similar to the Irish 
credit union model. This type 
of financial service provider 
serves an important purpose 
by offering savings, credit, 

payment and risk management 
products to people with a 
wide range of needs.

Following an extensive 
study of the Ethiopian 
RuSACCO sector over a 
12-week period, some key 
strategic issues within the 
movement were highlighted. 
Operationally, there are 
significant back-office and 
front-office issues that need to 
be resolved. 

Addressing the issues
The accounting-specific 
activities that require 
additional support include 

reviewing and 
improving a simple 
bookkeeping 
handbook for credit 
union/SACCO 
bookkeepers as 
well as an audit 
manual for both 
external and 
internal auditors, 
and delivering 
accountancy 
training in Ethiopia.

There is a 
need to invest in 
processes and 
structures, and in 

upskilling both staff and board 
members, to avoid high staff 
turnover and ensure adequate 
competencies in those running 
and governing RuSACCOs. 
Developing these resources 
and delivering training will 
be an important aspect of 
capacity building in the sector.

Retired ACCA member, 
Liam Morrissey, who is 
currently implementing 
the project, says that fewer 
than one in five adults in 
the country has access to 
credit. ‘This is significantly 
lower than even other sub-

The aim is to see 
credit unions 
taking on the 

delivery of 
financial services 
using mobile and 

remote agent 
networks

Saharan African countries,’ 
he says. ‘The government 
is promoting a variety of 
financial instruments to 
increase this figure, but 
places a strong emphasis 
on cooperatives across its 
economic development 
strategy, including financial 
cooperatives, which are the 
same as credit unions. 

‘The cooperative model is 
consistent with the Ethiopian 
government’s ethos of self-
reliance and a developmental 
approach emphasising 
savings. In many remote or 
underserved areas, the credit 
union model, which is run and 
owned by local people, can be 
independently self-sustaining.’

Morrissey says the 
challenges are manifold, and 
credit union support structures 
and personnel capacities 
need to be developed. 
The country’s credit union 
legislation is outdated and 
regulatory supervision needs 
to be stepped up, which is 
by no means easy given that 
there are so many demands on 
government resources. 

Administratively, urban 
credit unions report to a 
different government agency 
from the rural credit unions, 
and this divide needs to be 
addressed in the strategy for 
the sector. 

Morrissey adds that the 
growth in the number of 
credit unions is very high, 
at around 13% a year and, 
without adequate supervision 
and supports, this presents 
risks. However, the credit 
union system is underpinned 
by community members who 
are typically hardworking, 
determined, talented and 
honest, and believe in a better 

62

Accounting and Business 03/2015

ACCA | Charity



future for themselves and 
their community. 

Morrissey says: ‘We are 
going to address these 
challenges in partnership with 
the Ethiopian government 
by upgrading regulatory 
guidelines, contributing to 
redesigning the institutional 
structures around credit 
unions, bringing their array 
of operational guidelines 
and manuals in line with 

best practices, coming up 
with improved management 
information systems, 
developing improved financial 
products and services, and 
designing a system for 
training and competency 
development.’

Progressive steps
The next steps, according 
to Morrissey, will include 
revising the credit union 
law, developing institutional 
structures, rolling out 
improved management 
information systems and 
financial services, and 

undertaking intensive 
capacity-building for the 
sector. The aim is to see credit 
unions taking on the delivery 
of financial services using 
mobile and remote agent 
networks (perhaps connected 
with a cooperative bank). 

‘We believe that the credit 
unions can leapfrog the routine 
steps in the evolution of 

financial services and deliver 
an array of financial services 
operating for members’ 
benefit and contributing to 
the country’s aspiration to 
become a middle-income 
country,’ he concludes. ■

James Gallagher is head 
of communications at the 
ILCU Foundation

▲ Birr necessities
Few shopkeepers in Ethiopia 
have access to credit facilities 
to build their business

For more information:

www.ilcufoundation.ie

For more on the Ethiopia project,  
email jgallagher@creditunion.ie 
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Upcoming events
ACCA Ireland runs an exciting programme of events across the country featuring 
high-profi le speakers, and offering networking and CPD opportunities

Antrim

Practitioners’ 
Conference 1
25 March
09.30-17.00
Practitioners’ Network in 
partnership with Mercia
Various speakers
Dunsilly Hotel, Ballymena
Seven CPD units

Belfast
 
Members’ and Guests’ 
Networking Evening  
4 March
18.00-20.00
Ulster Members’ Network
Richard Williams, 
Northern Ireland Screen
The Mac
Two CPD units

Practitioners’ 
Conference 1
24 March
09.30-17.00
Practitioners’ Network in 
partnership with Mercia
Various speakers
Ramada Plaza, Shaws Bridge
Seven CPD units

Derry

Practitioners’ 
Conference 1
23 March
09.30-17.00
Practitioners’ Network in 
partnership with Mercia
Various speakers
City Hotel
Seven CPD units

Dublin

International Women’s 
Day Breakfast
6 March
07.30-09.00
ACCA Ireland
Julie Sinnamon, chief 
executive, Enterprise Ireland
Westin Hotel, 
Westmoreland Street

Internationalising 
Your Business
10 March
18.15-20.15
Leinster Members’ Network
BDO representative
Hilton Hotel, 
Charlemont Place
Two CPD units

Corporate Finance 
for SME Companies 
11 March
09.30-16.30
Corporate sector training
Tom Murray, Friel Stafford
Gibson Hotel, Point Village 
Seven CPD units

UK and Europe – 
Implications for 
Financial Services
19 March
18.00-20.00
Financial Services Network
Ray Kinsella, UCD
Spencer Hotel, IFSC
Two CPD units

Practitioners’
Conference 1
21 March
09.30-16.30
Practitioners’ Network
Various speakers
Fitzpatrick Castle Hotel
Seven CPD units

Risk Management
26 March
09.30-16.30
Corporate sector training
Aidan Horan, IPA

Gibson Hotel, 
Point Village 
Seven CPD units

Limerick

The Companies Act
4 March
18.00-20.00
Munster Members’ Network
George Kennedy, 
Holmes O’Malley Sexton
Clarion Hotel, 
Steamboat Quay
Two CPD units

Sligo

Members’ and 
Guests’ Networking 
Evening
12 March
18.00-20.00
Connaught Members’ 
Network
Neil Walton, Voya
Glasshouse Hotel
Two CPD units

Tralee

Taxation Update
19 March
18.00-20.00
Munster Members’ Network
Pat Sheehan, BDO
Tralee IT
Two CPD units

Waterford

Tax Update 2015 and 
Revenue Audits 
12 March
18.00-20.00
Munster Members’ Network in 
partnership with 
Irish Tax Institute 
Brian Hennebry, Brian 
Hennebry & Associates
Granville Hotel 
Two CPD units ■

▼ Bridging the 
network gap
Practitioners’ Conference 1 
will take place at the City 
Hotel, Derry, this month
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Capacity for Kabul 
Agreement between ACCA and Afghanistan Ministry of Finance is 
the latest step in building up accountancy profession in the region

ACCA and the Afghanistan 
Ministry of Finance have 
signed an agreement to 
develop the accountancy 
profession in Afghanistan.

The memorandum of 
understanding (MoU) will 
see the Afghan government 
and ACCA set up an 
infrastructure for the long-term 
development of the finance 
profession in the country. 

The agreement sets out 
the objectives for building 
accountancy capacity in 
Afghanistan, with ACCA 
providing expert advice 
and guidance on a broad 
range of areas, such as the 
establishment of a national 
professional accounting 
organisation, qualification 
development, professional 
regulation and member issues.

‘ACCA is honoured and 
delighted to sign this MoU,’ 
said ACCA’s executive director 
– markets, Stephen Heathcote. 

Inside ACCA

64 Events From 
globalising your firm 
to Revenue audits – 
networking and CPD 
opportunities from 
ACCA Ireland over the 
coming months

22 President It’s time 
for us to say bye-bye 
to boilerplate and take 
risk reporting to a more 
meaningful level

ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Influence and 
representation
Members play key 
roles in representing 
and developing the 
profession, backed by 
cutting-edge research.

Knowledge and 
connections
Keep up to date with 
our publications and 
social media feeds. Our 
events let you network 
with a large peer group.

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our career portal gives 
guidance and lists job 
vacancies worldwide.

Customer care
Fast and efficient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefits

‘We share the same aims of 
working in the public interest, 
advocating the value of the 
accountancy profession 
to broader society and in 
economic development.

‘ACCA has an excellent 
knowledge of capacity building 

in emerging economies, and 
works with NGOs, regulators, 
governments and learning 
providers around the world 
to develop the profession in 
countries where there is a need 
for professionally qualified and 
regulated accountants.’ 

Rollout of CBT qualification moves online learning forward 

ACCA and Pearson VUE have teamed up to introduce computer-based testing (CBT) across 
ACCA’s Fundamentals Skills Level (F5-F9) exams.

The F5-F9 exams will begin their transition to CBT towards the end of 2016, with students 
initially having the choice of taking CBT or paper exams. ACCA has agreed with learning 
providers and employers that any changes introduced across the ACCA Qualification will be 
phased, ensuring that both they and students have time to adapt to the changes.

Pearson VUE has global experience in delivering CBT, making it an ideal partner for 
ACCA to provide secure and robust CBT for the Qualification’s exams. 

The agreement not only reflects ACCA’s commitment to leading innovation in 
professional education but also enables ACCA to customise its computer-based exams to 
ensure they retain their rigour. 

For example, the F5-F9 exams will continue to feature the longer questions in exams that 
test students’ ability to apply their knowledge. For these longer question types, the marking 
will continue to be carried out by human experts.

Helen Brand, chief executive of ACCA, said: ‘ACCA first introduced CBT for the 
Fundamental Knowledge exams in 1998, and this agreement with Pearson VUE represents 
the next stage in ACCA’s transition, ensuring the ACCA Qualification remains relevant to 
today’s business environment.’

For more information, go to www.accaglobal.com/ab/162

▲ Infrastructure initiation 
Stephen Heathcote with Naim Sadat, treasury program 
coordinator at the Afghanistan Ministry of Finance
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CPD
Get verifiable CPD units by 
reading technical articles

The magazine for fi nance professionals
ABIE Accounting and Business

Think AheadThink Ahead

Insolvency procedures
New Companies Act 2014 redefi nes the ‘liquidator’

Risk reporting 
Time to move beyond box-ticking 

In plane sight Aer Lingus takeover-bid controversy
Credit unions in Africa ILCUF shapes fi nancial landscape

Farming out Irish farmers must keep track of accounts 
Global greats Outlook for biggest accounting networks
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Big Four recruit 
Top accounting fi rms in Ireland are 
undergoing a major recruitment drive

New beginnings
Fergus Condon, partner at Grant Thornton 
Ireland and ACCA Ireland’s fi rst chairman
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