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Accountants’ role in the online revolution

There’s little doubt that 
nowadays we would be lost 
without the internet and, 
more especially, without our 
smartphones. There’s the 

prospect of being lost in the literal sense, without access 
to the Google maps facility which knows exactly where we 
are even if we don’t, and there’s also the fact that we’ve 
become used to instant and easy access to a vast store of 
online information. 

That trend to reach for the online answer fi rst is having a 
major impact on the corporate world, as we explore in this 
month’s Accounting and Business. 

Our focus interview (page 12) analyses how Littlewoods 
has successfully revitalised the traditional doorstep catalogue 
business by moving completely online, producing a year-on-year 
story of growth in turnover and profi tability for the last fi ve years. 
John Goodwin FCCA, the company’s FD, explains that takeup 
of technology has been extremely rapid, with 50% of the online 
traffi c now coming via mobile, and predicts that wearable tech 
could well be the next big thing. 

As we examine in a feature on page 28, as technology 
becomes all pervasive, so companies are increasingly looking 
for help in creating a digital strategy and are turning to trusted 
advisers such as ACCA-qualifi ed accountants for help. The other 
area that needs close attention is ensuring that vital corporate 
and customer data is kept safe and secure. You can read more 
about how best to tackle the threat from online criminals in our 
cyber security feature on page 24.

Finally, AB is committed to using new technology to give you 
more in-depth information. Why not take a look at the latest in 
our series of exclusive videos, in which we interview global fi nance 
leaders about their careers. Taiwo Oyedele FCCA, PwC partner in 
Nigeria, explains why life was diffi cult as he grew up, and how his 
positivity led to his career in accountancy and fundraising. You can 
fi nd out more on page 10 and via our hub at www.accaglobal.
com/ab. If you haven’t yet explored our digital offering, you might 
be interested to see the variety of video and audio content and 
the easy navigation currently being enjoyed by our 10,000-plus 
members who have already downloaded the apps.

Pat Sweet, Ireland editor, pat.sweet@accaglobal.com

Welcome

Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available in 
six different versions: China, Ireland, 
International, Malaysia, Singapore 
and UK.

There are different ways to read AB. 
Find out more at
www.accaglobal.com/ab

Also from ACCA

AB Direct
Sign up for our weekly news and 
technical bulletin at 
www.accaglobal.com/ab

Accountancy Futures
View our twice-yearly research and 
insights journal at 
www.accaglobal.com/futuresjournal

Student Accountant
Access the magazine for 
ACCA Qualifi cation and 
Foundation-level students at 
www.accaglobal.com/
studentaccountant

Member benefits
To learn more about the benefits of 
ACCA membership, turn to page 
60 or visit www.accaglobal.com/
memberbenefi ts 

ACCA Careers
Search thousands of vacancies and 
sign up for customised job alerts at 
our jobs site www.accacareers.com/
ireland

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 170,000 
members and 436,000 students 
throughout their careers, providing 
services through a network of 92 
offi ces and active centres. 
www.accaglobal.com 

Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
www.accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to www.accaglobal.com/ab

Webinars
On a raft of topical issues
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► Special delivery
A trail of Easter Rising 
sites, which include 
Dublin’s General Post 
Office, was launched 
ahead of next year’s 
centenary and aims to 
boost tourism 

▲ Tall order
A project to build a tall 
ship for Ireland, which 
would offer sail training 
trips, needs governments 
from both sides of the 
border to meet 60% of 
the £12m cost

► Time to go
Toshiba’s chief executive 
and president Hisao 
Tanaka stepped down 
after the company 
admitted that it had 
overstated its profits for 
the past six years
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▼ Pink paper to 
change hands
Publishing group 
Pearson announced it 
would sell the Financial 
Times Group to 
Japanese media firm 
Nikkei for £844m

▼ Waiting game
Customers queue 
outside the National 
Bank of Greece’s Athens 
headquarters as banks 
started to reopen after 
weeks of closure during 
crisis talks

▼ Game changer
Game of Thrones, 
filmed in Northern 
Ireland locations, has 
been nominated for 24 
Emmys and has yielded 
a £110.7m ROI for the 
Irish economy

◄ G8 venue sold
Former G8 Summit 
venue Lough Erne 
has been sold for less 
than $10 million to US 
investors who have 
pledged to develop the 
five-star resort 
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News roundup
This issue’s stories and infographics from Ireland and Northern Ireland, as well as a look 
at the latest developments affecting the fi nance profession around the world

NAMA investigated
The National Asset 
Management Agency 
(NAMA) is being investigated 
by both the Garda and the 
UK’s National Crime Agency 
following allegations in the 
Dáil from TD Mick Wallace in 
relation to the sale of Project 
Eagle, the main portfolio of its 
Northern Ireland commercial 
loans to US investment fund 
Cerberus. The National Crime 
Agency is investigating the 
same deal. The Garda is 
investigating allegations by 
Wallace of bribes paid by 
borrowers to exit NAMA. 
Cerberus and NAMA insist 
that they have acted correctly 
in all transactions. (See 
feature, p 16.)

Cowen defends guarantee
Former Taoiseach Brian 
Cowen has insisted that 
the comprehensive banking 
guarantee initiated in 
September 2008 was the 
correct response to the 
fi nancial crisis. Cowen 
was giving evidence to 
the Oireachtas banking 
inquiry. He told the inquiry 
that, contrary to rumours, 
he did not overrule then 
fi nance minister, the late 
Brian Lenihan, on the 
matter. Cowen said that 
he and Lenihan discussed 
the options and agreed 
that the blanket guarantee 
was the best. Nationalising 
the Anglo-Irish Bank was 
considered but ruled as too 
risky, said Cowen.

Irish companies grow
Ireland’s largest businesses’ 
revenues grew by an average 
of 9% last year – twice that of 
the whole European Union 

(EU) – according to analysis 
conducted by S&P Capital 
IQ. The survey looked at the 
results of the largest 35 Irish 
companies. S&P also found 
that earnings per share of 
Irish fi rms outperformed 
the EU average – reporting 
96% growth, against an 
EU average of just 8%. 
In a separate move, S&P 
upgraded its ratings of 
Irish banks.

NI sets ‘fantasy’ Budget
A draft Budget has been 
agreed by the Northern 
Ireland Assembly. It has 
been widely termed a 
‘fantasy Budget’ as it contains 
a £600m hole because 
of the lack of agreement 
between parties on welfare 
reform. Financial support 
from the UK government 

fell by 1.6% between 2014/15 
and 2015/16 and is down 
£1.5bn since 2010/11. The 
UK government’s Offi ce 
for Budget Responsibility 
expects the Northern Ireland 
fi nancial allocation to fall by a 
further 13% by 2019.

 
Ruling good for banks
Banks’ position as preferential 
creditors has been confi rmed 
in a Supreme Court ruling. In 
the case of Belgard Motors, 
the court held that creditors 
with fl oating charges over 
assets did not have priority 
over preferential creditors 
in the event of liquidation. 
The appeal was brought by 
Deloitte’s Tom Kavanagh, 
the offi cial liquidator of 
Belgard Motors and related 
companies. Deloitte 
welcomed the judgment and 

said it would give greater 
comfort to banks in lending 
to businesses.

RSA appeals judgment
RSA Insurance is appealing 
the judgment of the 
Employment Appeals 
Tribunal, which awarded 
€1.25m to Philip Smith, 
the former RSA Irish CEO, 
for wrongful dismissal. 
Derek Walsh, RSA Group 
general counsel, said: ‘We 
believe the tribunal has 
reached conclusions which 
were not supported by 
the evidence and which 
demonstrate a serious 
misunderstanding of and 
a failure to grasp the key 
issues.’ The Financial 
Reporting Council has 
announced it will conduct an 
investigation into fi nancial 
irregularities at RSA Insurance 
Ireland for the 2012 year 
and earlier. 

 
Deloitte acquisition
Deloitte has acquired 
System Dynamics, one of 
Ireland’s largest technology 
consulting businesses. ‘We 
have experienced huge 
growth in demand for our 
technology consulting 
services including digital, 
analytics, FinTech and cloud 
services, as well as broad 
demand for more traditional 
IT and enterprise resource 
planning services,’ said 
Brendan Jennings, Deloitte 
managing partner in Ireland. 
‘Our plans are to expand 
our range of technology 
services to Irish-based 
clients and scale up the 
services we export through 
Deloitte’s network of offi ces in 
150 countries.’ 

Green light for Aer Lingus acquisition

The last obstacles to the International Airlines 
Group’s (IAG) acquisition of Aer Lingus were removed 
with the decisions of the European Commission and the 
UK’s Competition and Markets Authority to approve the 
deal. Both agreed to Ryanair selling its shares in Aer 
Lingus to IAG. The Irish government had already agreed 
to sell its shares to IAG, as had Etihad. IAG owns BA, 
Iberia and Vueling.
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Audit report delayed
A report by the Northern 
Ireland Audit Offi ce into 
land deals undertaken 
by the Northern Ireland 
Housing Executive (NIHE) 
has been delayed. The 
investigation followed 
concerns about disposals 
of properties by the NIHE 
and the role of some offi cials 
in the transactions, which, 
said the Audit Offi ce, 
‘brought to light serious 
failings in NIHE’s corporate 
governance’. The report 
was scheduled to have 
been presented to the 
Northern Ireland Assembly 
before the summer recess, 
but will now be published 
later this year.

Self-employment probed
The Revenue Commissioners 
are to extend their 
investigations of artifi cial 
self-employment 
arrangements. Following 
successful investigations 
into the use of contractors 
in the IT and management 
consultancy professions, 
arrangements used in 
the health, engineering 
and other sectors will 
now be scrutinised. A 
spokeswoman for the 
Revenue Commissioners 
pointed out that it 
conducted over 400 audits 
of contractor companies 
last year, generating €10.5m 
in additional taxes. More 

than 80% of audits led to 
tax settlements.

 
HMRC targets £18m
A special taskforce 
has been established 
in Northern Ireland to 
investigate wealthy 
residents whose lifestyles 

are inconsistent with their 
declared incomes. HMRC 
aims to collect £18m from the 
crackdown on tax evasion. 
The taskforce will examine the 
Land Registry for evidence 
of property wealth, as well as 
records of sales of expensive 
cars and boats. 

New partners for firms
Deloitte has appointed eight 
new partners to its Irish 
fi rm. Sean Smith and Eileen 
Healy have been appointed 
partners in the risk advisory 
department; Niamh Geraghty 
and Darren Griffi n in audit; 
Daryl Hanberry and »

Reputation is everything

Canada

Norway

Sweden

Switzerland

Australia

Finland

New Zealand

Denmark

Netherlands

Belgium

Ireland

Ireland has been placed 11th out of 55 countries in a new survey ranking nations by their 
reputation. The republic was ranked ahead of the UK, Italy, Germany, Spain, Portugal, 
France and the US. In the Country RepTrak study, which was compiled by the Reputation 
Institute, Ireland moved up two spots from last year, improving its score from 68.5 out of 100 
in 2014 to 72 this year. ‘An increasingly globalised world with intensifi ed competition makes 
country reputation matter more than ever,’ said Niamh Boyle, managing director, of Irish PR 
consultancy The Reputations Agency. To fi nd out more, visit bit.ly/rep-2015.

78.1
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76.4

76.3

75.1

75.0

74.5

73.7

72.3

72.0

9

09/2015 Accounting and Business

Roundup | News

IE_A_newsroundup.indd   9 29/07/2015   19:14

www.frielstafford.ie


Karen Frawley in tax; and David 
Reynolds and Peter Kearney in 
consulting. PwC also appointed 
eight new partners. Brian 
Leonard becomes a partner 
in its banking and capital 
markets practice; Féilim Harvey 
has been made a partner in 
consulting; Andy Banks in risk 
assurance; Mary Ruane in asset 
management; Deirdre McGrath 
in transaction services; Paul 
Barrie in audit; John Murphy in 
tax consulting and compliance 
services; and Ronan Finn in the 
transfer pricing practice.

 
Investment success
Some 92% of CEOs of 
multinationals investing in 
Ireland have declared the 
investments to be successful, 
accordingly to the latest PwC 

CEO Pulse Survey. Critical 
factors included the 12.5% 
corporation tax rate and 
an environment favouring 
innovation and R&D. Negative 
factors were the increased 
personal tax rate for higher 
earners and a shortage of skills.

 
Graham leads EAG
Former Ulster Bank 
managing director 
Ellvena Graham has been 
appointed as the new chair 
of the Northern Ireland 
Economic Advisory Group 
(EAG). She replaces Kate 
Barker, a former member 
of the Bank of England 
Monetary Policy Committee. 
The EAG was established fi ve 
years ago to provide advice 
to ministers on economic 

members want auditors 
to be more proactive in 
responding to changing 
expectations of audit 
reports, according to 
a survey conducted by 
Deloitte. All groups 
responding to Deloitte’s 
Audit of the Future survey 
said they believe expanded 
assurance would be valuable 
to capital markets. Some 
59% of fi nancial statement 
users and 46% of audit 
committee members want 
auditors to be more proactive. 
The survey also found support  
for greater engagement 
between auditors and users of 
fi nancial statements. ■

Compiled by Paul Gosling, 
journalist

policy. Graham is also senior 
independent non-executive 
director of ESB.

 
ACCA suspends Glynn
Galway accountant Paul 
Glynn has been suspended 
from ACCA membership 
for two years following a 
disciplinary hearing. He was 
found to have practised 
without a practice certifi cate 
and to have failed to co-
operate with the investigation. 
Glynn was ordered to pay 
costs of €6,939. An interim 
suspension was imposed 
last year ‘in order to protect 
the public’.

Looking to the future
Many investors, analysts 
and audit committee 

Overmatter:

Early life was diffi cult for Taiwo Oyedele, who was brought 
up in a village in Nigeria with no electricity and few 
aspirations. But his uncle’s advice – to do what fulfi lled him 

– led him to embark on a career in accountancy with the 
support of ACCA. Today, his positivity extends beyond the 
profession to his hopes for the African continent.  

Take one
The latest in the series of video interviews with high-profi le members features Taiwo Oyedele 
FCCA, PwC partner in Nigeria, where he heads tax and regulatory services

You can fi nd 
out more 
about Taiwo 

Oyedele’s views on 
the profession and his 
ACCA Qualifi cation 
at www.accaglobal.
com/ab/videos 

His fast 
track to 

partnership broke 
PwC records, 
taking only seven 
years

His ‘Impact 
Africa 

Foundation’ 
raises funds 
and offers 
mentoring for the 
underprivileged 
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‘The website’s 
content element 

is a long-term 
play to get people 

to really engage. 
It’s about a lot 

more than a few 
likes on Facebook’
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Catalogue of change
With the hefty catalogue left on the doorstep having given way to a different kind of 
home shopping, John Goodwin FCCA is helping Ireland’s largest e-tailer to deliver

From a shopping point of view, however, trends and tastes are 
very similar between the two countries. ‘Irish consumers tend to 
buy fewer electrical goods and furniture through us, but that is 
largely because credit limits are lower here than in the UK, as we 
are hindered by the lack of a credit bureau that’s fit for purpose.’ 

The online focus has also helped Littlewoods Ireland buck 
the trend of decline most Irish retailers experienced during the 
recession, with a year-on-year story of growth in turnover and 
profitability over the last five years. The weakness of the euro 
against sterling will temper that picture in 2015 but Goodwin is 
confident that the long-term proposition remains very strong. 
‘We have evolved as a company over the last few years. If you 
look at where we are now compared to even a year ago, we have 
developed so much. For us, success has been about embracing 
different ways to improve the customer journey.’

Mobile switch
One of the more recent challenges on that journey, which has 
taken all online retailers by surprise, is the move from desktop 
to mobile shopping. ‘Currently 50% of all our traffic is coming 
through mobile and, like every online retailer, we have to 
facilitate that and make it as easy as possible for the consumer to 
shop through their smartphone.’

As part of its response to these changing patterns, the 
company is investing in content that engages with people 
through social media, blogs and other channels. ‘The content 
element of the website is more and more important, but it is not 
a quick win. It’s a long-term play to get people to really engage 
with the brand, to comment on it and share it. It’s about a lot 
more than getting a few likes on Facebook.’ »

Littlewoods Ireland dates back to what might be thought 
of as simpler times, the late 1970s when the arrival of 
the Family Album catalogue brought home shopping 

to choice-starved Irish consumers for the first time. The 
emergence of the internet in the 1990s, among a host of 
other changes, triggered a sharp decline in shopping by 
catalogue, although leaving in its wake a customer base well 
versed in receiving, and returning, goods through the post. 

That decline might have been terminal for the business 
had not a change of ownership and a process of consolidation 
brought Family Album and one-time rival Kays together – they 
rebranded in 2007 as Littlewoods Ireland. While there was clear 
recognition that the future was in the online space, the catalogue 
element of the business remained steadfast in the years that 
followed. Indeed, it is only in the second half of 2015 that the final 
break has been made and the business has become 100% web-
based. Littlewoods Ireland is unique among the country’s online 
retailers in offering a credit proposition and being regulated by 
the Central Bank of Ireland. 

Double bubble
By any reckoning, both the rebranding and the move online have 
proved successful. Enjoying annual turnover of more than €60m 
and with 60% of its customers in the key female demographic 
of 25 to 45-year-olds, Littlewoods Ireland has succeeded in 
reinventing itself without alienating its original base. Processing 
1.6 million parcels a year, the company offers up to 50,000 
product lines, with clothing and footwear its mainstay in Ireland. 
It has offered free delivery for several years, and its introduction 
of free returns in late 2013 resulted in a 30% increase in sales 
during the period. 

That market dominance is maintained by a team of just 
22 staff, among them finance director John Goodwin FCCA, 
from the company’s offices in Blanchardstown, County Dublin. 
The team run the Irish business with some services outsourced 
and are central to growth in Ireland. Goodwin explains: ‘A lot of 
what we do is outsourced, which allows us, as a team, to stand 
back and plan for how we want the business to grow. We don’t 
have the headaches that come with having a large workforce, 
while, at the same time, we are part of a large UK parent 
company, which lets us do things that we couldn’t do otherwise 
in terms of warehousing, logistics and customer service.’

Working with a much larger parent company is a process 
that Goodwin says requires ‘building relationships, developing 
influencing skills and sometimes jumping and shouting a little 
louder than everyone else’.

2010
Appointed FD of Shop Direct Ireland 
(trading as Littlewoods Ireland)

1998
Joins Creative Labs, becoming 
European financial controller

1997
Qualifies as member of ACCA

1992
Graduates in business studies from University of Limerick
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Basics

Tips

boutique shop, where the owner knows the preferences of every 
longstanding customer and will introduce them to brands, styles 
and colours the owner feels they will like.

So what about trends further down the line? ‘From a 
technology point of view, wearable and home tech will 
become more relevant, and there is a future for virtual reality 
technologies. We will also see a lot more voice-activated 
technology and interaction. Things are evolving rapidly and 
disruptive technologies are always likely to emerge.’ 

None of these advances will come without challenges, and 
a key one for online retailing is meeting the needs of an ever 
more demanding, and empowered, consumer. Goodwin says: 
‘Everyone is trying to get into the online space, so you need to 
have a really good proposition that differentiates you from others 
and gives your customers a really good shopping experience.’ 

With an offer focused on clothing and footwear, return rates 
are naturally high for the company, and more than 250,00 parcels 
flow annually between Irish customers and the company’s returns 
centre in the UK. With such high volumes, there will always be 
issues, and Littlewoods Ireland has worked hard to address 
these, improving its customer service ratings significantly over 
the last few years, according to Goodwin. ‘One of the themes 
we stress in our management team is not just excellence but 
customer excellence, drilling into ourselves that the customer is 
the focus of everything. We are fully aware of the impact on the 
customer experience when something goes wrong and we spend 
a huge amount of time working to improve that. In that regard, 
customer satisfaction is so important to us and is measured 
through net promoter scores, and linked to our management 
bonus strategy.’

Track record
Born and raised in Limerick, Goodwin was drawn to accountancy 
as a career choice from secondary school and went on to earn a 
business studies degree from the University of Limerick before 
taking the path to becoming a qualified accountant. ‘I knew I 
wanted to work in industry, rather than practice, so there were 
a few choices. Thanks to my work experience in a number of 
companies as part of the degree programme, I decided to go 

Digital marketing also requires serious investment, with digital 
advertising, pay-per-click and search engine optimisation all vying 
for attention. The great difference from traditional marketing is 
its measurability. ‘You can more scientifically assess the return 
on investment on your marketing spend and apportion this over 
the various touch points. We are currently investing in a new 
attribution reporting tool that will give us an even better handle 
on the data and allow us to react more quickly,’ Goodwin says.

Such developments are profoundly changing the marketing 
function, he adds. ‘Today’s digital marketers are not the people 
who traditionally got into marketing. They are often data 
scientists coming from a maths background.’ The benefit for a 
business is that ‘when marketing and finance have common data, 
then at least they know they are going in the right direction’.

Although the marketing emphasis is mostly online, 
conventional channels are not entirely ignored. ‘We have 
a comprehensive above-the-line strategy including TV and 
radio, which drives a really good ROI for the business and is a 
significant portion of our spend. However, digital is becoming 
more important and taking a greater proportion of our marketing 
spend on a yearly basis.’

Trending
On the question of how online shopping itself will evolve, 
Goodwin stresses that the only guarantee is that change will be 
driven by the consumer. ‘Internet shopping has been around 
for almost 20 years now, but it has really only taken off in the 
last few years. As far as the customer is concerned, online isn’t 
going to take over the world, and bricks and mortar aren’t 
going to disappear. People want their shopping to be easy and 
convenient for them. Retailers need to embrace online, not 
necessarily to increase sales but to hold on to what they have 
and remain relevant to the customer base.’ 

To facilitate that convenience, Littlewoods Ireland is looking 
at creating a network of drop-off and collection points around 
the country through local convenience stores. It is also working 
on personalising the website, so that customers are served 
content that’s relevant to them. Goodwin uses the analogy of the 

1923
Littlewoods is founded in Liverpool

2005 
Littlewoods Shop Direct Group (now 
Shop Direct Group) is created

2007
Family Album and Kays amalgamate in Ireland to become 
Littlewoods Ireland

2015
Littlewoods Ireland discontinues printed catalogues to 
focus on online retailing

* ‘Retailers need to embrace 
online, not necessarily to increase 
their sales but to hold on to what 
they have and remain relevant to 
the customer base.’

* ‘From a technology point of view, 
wearable and home tech will become more relevant.’

* ‘Everyone is trying to get into the online space, 
so you need to have a really good proposition 
that differentiates you from others and gives your 
customers a really good shopping experience.’ 
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He is clear about the value that ACCA membership has 
brought to his career. ‘No matter what organisation you are in, if 
you are a member of ACCA you come in knowing the principles 
and fundamentals are the same: it’s about maintaining costs and 
maximising shareholder return. When I moved into retail and 
online, I was going into a business I’d never been in before, and 
one with a financial services proposition. ACCA gave me that 
grounding, experience and skillset to get my foot in the door.’

Goodwin’s focus at the moment is to help steer the company 
to further growth. ‘We are the leading online retailer in Ireland 
and we want to maintain that. We want to be more relevant to 
more people, to give a better service and to give people what 
they want. Of course, we want to grow the usual metrics like 
profitability, but what’s really important to us is to make things 
more and more customer-oriented and to keep the customer at 
the forefront of everything we do.’ ■

Donal Nugent, journalist

with ACCA. Once I became a member, I knew I could take the 
Qualification anywhere.’

Goodwin’s first role was with Intel, which he describes as ‘a 
truly world-class organisation and, in the mid-90s, the Google 
of its day. I learned a huge amount about discipline, “right first 
time”, and always striving for excellence from working there.’

Wanting to work in a smaller organisation, where he could 
get more involved in the day-to-day running of the business, 
he joined Creative Labs, which had its European HQ in Dublin. 
Dominating the market for PC sound cards in the 1990s, the 
Singapore-based company also had success in the early 2000s 
with its Zen MP3 players. Goodwin had a number of managerial 
roles in the company, culminating in European financial 
controller. The emergence of the Apple iPod transformed 
the MP3 market, though, and Goodwin found himself in a 
downsizing company. ‘I had wanted a new challenge and I 
learned a huge amount about every aspect of finance through 
the company. But Steve Jobs of Apple had done a really good 
job and Creative was always number two in the MP3 market.’

Joining Littlewoods took him to the coalface of retail and, he 
says, the appeal was multifaceted.

‘It was not only getting into retail, but getting into online 
retailing which I saw as a really exciting opportunity. It was also 
doing so as a big player in the Irish market, which meant the 
decisions I would make would affect things locally.’ 

Get the app!

Visit www.accaglobal.com/ab to download app versions of 
Accounting and Business
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back and allow the company to service the loan as per the original 
loan contract, but as there are no future business opportunities for 
the US fund, they will want to recover their money on the single 
current loan rather than building a longer-term relationship.

‘It is important to get out the loan agreement and read the 
contract terms and conditions, especially the loan covenants. It 
is common for a business lender to overlook breaches of loan 
covenants, but a vulture fund will not, and a breach usually 
renders the loan repayable immediately. Covenants might be as 
simple as the production of audited fi nancial statements within a 
set time frame or certain fi nancial ratios.  

‘The second thing is to immediately speak to a corporate 
insolvency practitioner. There are ways to protect your business, 
but the directors may need to make their move prior to the 
vulture fund making theirs.’

Deloitte’s Padraic Whelan, head of its real estate and 
infrastructure group, makes similar points. ‘The fi nance director 
will have a new lender, so should proactively engage post the 
transaction, as indeed should the new lender.  Both parties will 
have a strategy and, depending on circumstances, it will be a 
matter of working out solutions. 

‘If there is a level of equity underlying the secured debt, 
it might be acceptable to refi nance the loan with a bank. 
A stressed situation will still require the cooperation of the 

 Ireland is rapidly being sold to the US. Thousands of the 
‘bubble’ property loans that brought down the Irish banks 
are now in the hands of US investment funds. In some 

instances the properties themselves are owned by these 
funds following administration proceedings against the 
borrowers. NAMA (the National Asset Management Agency) 
had sold €18bn of assets – including €13bn of nominal value 
loans – by the end of last year. The overwhelmingly majority 
of buyers were US funds (see box).

Discounts on the face value of the loan portfolios are large 
– and sometimes massive. In the case of the sale of the main 
portfolio of NAMA’s Northern Ireland portfolio, the buyer paid 
just 27.3% of the face value of the loans. Ulster Bank sold its NI 
portfolio for a mere 15% of its nominal worth.

Clearly, the US investors are confi dent that property values 
will rise again over the medium term – as indeed they have 
already begun to in Dublin. But some funds may have a more 
short-term agenda. 

For hundreds of Irish businesses – both in the Republic and 
the north – their creditor is no longer the Irish bank they borrowed 
from but the US investment fund that has bought the bank’s loan 
book. Aidan Clifford, technical director of ACCA Ireland, suggests 
the FDs of these debtors should assess the business model of 
their new creditors. He explains: ‘Some US funds are happy to sit 

The sale of substantial portfolios of distressed property loans to US investment funds is 
raising some tough questions for fi nance directors and politicians alike

Greenback buy-up
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borrower, and it may well be necessary to work toward right-
sizing the debt to the best extent possible through a level of 
asset realisations, timed appropriately.’

Damien Murran, EY’s associate director for restructuring, 
transaction advisory services, agrees. He says: ‘Whether loans 
are performing or non-performing, I would advise the FD to 
engage immediately with the new lender. The relationship » 

Deal or no deal?

The UK’s National Crime Agency has been brought in to 
investigate NAMA’s sale of Project Eagle, the main portfolio 
of its Northern Ireland commercial loans. The loans had a 
face value of £4.5bn, but were sold for £1.2bn to US fund 
Cerberus. Irish TD Mick Wallace claimed in the Dáil on 2 July 
2015 that £7m from the deal ended up in an offshore bank 
account, in part, he alleged, to pay NI politicians and parties. 

It subsequently emerged that Ian Coulter, former 
managing partner of Belfast law fi rm Tughans, had 
opened a bank account in the Isle of Man, holding £7.5m, 
which Tughans claims was done without approval from 
the other partners; that money is now held by Tughans.  
Coulter said: ‘The reason for the transfer is a complex, 
commercially – and legally – sensitive issue and has been 
explained to my former partners at Tughans.’ He added 
that no money had gone, or would go, to any politician.  

In a statement, Cerberus said: ‘Cerberus has not been 
accused of any wrongdoing… We have made it clear to all 
parties that we welcome any investigation into these concerns 
and will fully cooperate with any legal or regulatory authority… 
To Cerberus’ best knowledge, no improper or illegal fees were 
paid by Cerberus or on its behalf by the fi rm’s advisers.’ 

A NAMA spokesman said: ‘NAMA is fully satisfi ed that the 
Project Eagle sales process delivered the best possible return 
that could have been achieved for Irish taxpayers.’ NAMA told 
the Dail’s Public Accounts Committee on 9 July that an earlier 
bid from Pimco for the portfolio had been disqualifi ed when 
Pimco disclosed it was to pay ‘fi xers’ fees’ of £15m, to be 
split three ways between Cerberus’ law fi rm Brown Rudnick, 
Ian Coulter and Frank Cushnahan – a former member of 
NAMA’s Northern Ireland advisory committee. Pimco said it 
had voluntarily withdrawn from bidding. Cushnahan’s lawyer 
said his client ‘fi rmly denies any wrongdoing and will fully co-
operate with any police investigation’.
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for both parties remains governed by the loan and mortgage 
documentation in place, so in this respect neither party’s rights 
have changed. Where loans are performing it will be business 
as usual, so it will be important for the FD to build a working 
relationship with the new lender, as they would have prior to their 
loans being sold.’

Murran argues that the engagement of US funds in Irish 
property ownership is good for the Irish economy. ‘I believe 
it is positive for capital cycles that US investors have acquired 
assets in Ireland as it will provide a natural cycle of exit and asset 
replenishment,’ he says. 

Whelan takes the same view. ‘US funds have invested for 
many years in European countries and are now contributing 
significantly to Ireland’s return to growth,’ he points out. ‘It’s a 
vote of confidence in the country, which is regarded as one of the 
best in the world to do business.’

In the national interest?
But anxieties have been expressed about whether this process 
is in the interests of the Irish economy. Following the sale of vast 
quantities of property debt in Northern Ireland to US investment 
fund Cerberus Capital Management, the House of Commons 
Northern Ireland Affairs Committee suggested earlier this year 
that ‘the Northern Ireland Executive should keep a close eye 
on the relationship between Cerberus, the partial successor to 
NAMA, and businesses in Northern Ireland’. Noting that the 
Northern Ireland first minister, Peter Robinson, had described the 
Cerberus acquisition of the NAMA portfolio of northern loans 
as ‘excellent news’, the MPs declared ‘it is still too early to say 
whether this was indeed excellent news for the NI economy’.

AB asked two of the largest fund investors for answers to 
key questions about their intentions regarding Irish assets. Lone 
Star did not respond. Cerberus issued a detailed statement 
explaining its business model. It said: ‘The firm’s preferred 
outcome is to keep the owners and tenants in place, establish a 
true value for the property, stabilise the asset and deliver value 
for shareholders, owners and tenants. Cerberus’ team has a deep 
understanding of the property market 
and how to operate assets in order 
to increase their value… The majority 
of the Project Eagle properties and 
loans are now performing significantly 
better because of the careful, case-
by-case approach that Cerberus has 
taken. The feedback from borrowers 
and tenants regarding their working 
relationship with Cerberus has been 
overwhelmingly positive.’

Despite this, it is understandable 
that debtors will be nervous when their 
major creditor changes. Engagement 
and cooperation seem to be the best 
way to keep the borrowings going. ■

Paul Gosling, journalist

The great sell-off

NAMA had generated receipts of €17.9bn on disposals of 
property-based loans and other assets by late 2014. It has 
another €1.6bn of loan portfolios on sale at present.

The Project Aspen portfolio of Bank of Ireland loans 
(par value €800m) was reportedly sold by NAMA for €200m 
to a US consortium of Starwood Capital, Catalyst Capital 
and Key Capital, with NAMA retaining a 20% stake. The 
loans were mostly to companies connected to property 
developers David Courtney and Jerry O’Reilly. 

The Project Club portfolio (par value €250m) was 
reportedly sold by NAMA for €70m to CarVal, a US-based 
distressed investment fund. Properties underpinning the 
loans include the Navan and Fairgreen shopping centres. 

Project Holly (par value €373m) was reportedly bought 
from NAMA by US-based distressed investment fund Lone 
Star for €220m. The loan portfolio includes offices, hotels 
and land linked to developer McGarrell Reilly Group. 

Project Tower (par value €1.75bn) was bought from 
NAMA by US private equity firm Blackstone for €1.1bn. 
The loan portfolio includes properties linked to companies 
run by developer Michael O’Flynn. 

Project Eagle (par value £4.5bn) was bought by US firm 
Cerberus for £1.2bn. The loan portfolio includes properties 
in Northern Ireland, Great Britain and the Republic.

Hypothekenbank Frankfurt sold its Project Opera 
portfolio of Irish loans to US investment companies 
Kennedy Wilson and Varde. The underlying properties 
include the Dublin HQs of KPMG and Bank of Ireland. 

Kieran Wallace and Eamonn Richardson, KPMG’s 
liquidators of IBRC, sold the former Irish Nationwide 
portfolio of residential loans (Project Sand) with a €1.8bn 
face value to Lone Star, Oaktree and others. They sold 
tranches of the Project Stone portfolio of Anglo Irish 
commercial property loans to funds including Deutsche 

Bank, Goldman Sachs, Lone Star 
and CarVal. The Project Evergreen 
portfolio of Anglo Irish corporate 
loans was sold to Lone Star. 

Lloyds Bank sold its Ulysses 
portfolio to the US-based Pimco 
fund, its Project Phoenix (home 
loans) to US fund Apollo Global 
Management and a corporate 
property-based portfolio to 
Cerberus. Lloyds and IBRC have 
both sold loan portfolios to Lone 
Star. Ulster Bank has sold loan 
portfolios to Cerberus, Lone Star 
and Bain Capital, and its portfolio 
of NI loans (face value €1.4bn) to 
Cerberus for €200m.

‘It is common 
for a business 

lender to overlook 
breaches of loan 

covenants, but 
a vulture fund 

will not’
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Rotation twists and turns 
Warnings of increased switching costs and higher risk during the learning curve should 
be heeded even by hardcore advocates of mandatory auditor rotation, says Jane Fuller

You would think that the debate on 
auditor rotation had been settled 
in Europe by the compromise 
hammered out between 2012 and 
2014, via changes in the UK corporate 
governance code and competition 
regime, and in EU legislation. Broadly, 
audits should be put out to tender at 
least every 10 years and the maximum 
tenure for an auditor in the UK is 20 
years. These stretches are longer than 
many investors wanted but considerably 
shorter than the average for large 
quoted companies before the reforms.

Yet the anti-rotation arguments still 
resurface, most recently in the form of a 
paper in the July edition of The Accounting 
Review, published by the American 
Accounting Association, which suggests 
that rotation may inhibit scepticism. 

The article harks back to an 
experiment involving 226 undergraduates 
in a game between managers and 
auditors. Top points were gained by the 
managers who smuggled aggressive 
accounting past the auditors and by 
auditors who applied ‘low audit effort’ to 
companies that had no misstatements in 
their financial reports. Hardly a recipe for 
professional excellence. 

But the nagging behavioural point is 
that when an auditor has little experience 
of a client, it will be less comfortable in 
the sceptical mindset necessary to believe 
that the managers are making false 
statements. Conversely, a predisposition 
to trust a client’s integrity will also be 
weakened – but that is not the mindset 
regulators or investors want these days. 
The authors see value in scepticism 
but say it is more likely to be diligently 
applied in a lengthy tenure.

Then there is the awkward case of Italy, 
which has required auditor rotation since 
1975. Bocconi University has long been 
the home of academics who question 
the impact of auditor rotation on audit 
quality. Mara Cameran, Antonio Marra 
and Angela Pettinicchio, with Jere Francis 
of the University of Missouri, had an 
article published in Auditing: A Journal of 
Practice & Theory in February 2015. They 

say rotation reduces incentives to perform 
high-quality audits, incurs switching 
costs and presents a particular risk in the 
‘learning curve’ period. Again this ignores 
professional standards, a firm’s fear of 
reputational damage and the potential 
benefits of a new auditing broom.

The appearance of these articles could 
be dismissed as part of the lobbying 
against change in the US. But advocates 
of rotation, like myself, should pay 
attention to a couple of points. One is 
the ‘lack of experience’ argument. This 
could be countered by pointing out that 
the new auditors will have highly relevant 
experience of the sector and its audit 
risks. To cover set-up costs and maximise 
the ‘new broom’ effect, maybe the audit 
fee should be higher in the first year. 
Indeed, the US academics suggest new 

auditors should focus on ‘falsifying, rather 
than verifying, management assertions’.

The second is that while auditor 
rotation renews independence, it cannot 
guarantee either professional scepticism 
or a high-quality audit. Other measures, 
such as audit committees’ efforts to curb 
non-audit fees and improved auditors’ 
reports to shareholders, are at least as 
important in managing conflicts of interest 
and refocusing the auditor on the external 
beneficiaries of its assurance.

The goal of all the reforms to audit 
practice and the audit market is to ensure 
that the world feared by the US academics 
– in which low-effort audits meet 
aggressive financial reporting – remains 
simply the outcome of a game. But it 
never hurts to be warned of potential 
unintended consequences. ■

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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Grexit could justify Brexit
Some may be tempted to leave Greece to its own devices, but the ailing country needs 
all the help it can get to stay in the euro – the alternative is far worse, argues Ian Guider

Have we seen the end of the seemingly 
endless Greek economic saga? Don’t 
bank on it. Rest assured, there will be 
another round of panics in the crisis 
soon enough. Even if there is another 
bailout agreement for Greece (its third), 
it has all the hallmarks of a temporary 
peace between the struggling nation 
and its creditors.

The agreement hammered out in early 
July after a calamitous referendum called 
by the prime minister, Alexis Tsipras, is 
simply a short-term fix and adds about 
€80bn to the €240bn it already owes the 
IMF and Europe – an amount of money 
that is simply unsustainable.

The economy in Greece has taken a 
battering since Tsipras and his left-wing 
Syriza party came to power at the start of 
the year, promising an end to the austerity 

that has decimated the country. Greece 
had shown some signs of coming off 
life support towards the end of last year, 
but has been plunged back into chaos, 
not just by Tsipras, but by the failure of 
Europe to deal with the cause of the crisis.

I spent some time in Greece during the 
referendum. The vote may have been an 
expression of anger at the austerity that 
has left Greece with 25% employment, 
but the uncertainty caused by it has left 
the country reeling. Its economy has 
crumbled under the capital controls 
imposed as banks shut for three weeks, 
leaving queues outside cash machines 
and bringing businesses to their knees. 
(Ironically, its tourism industry is enjoying 
its best season for years.)

There is contempt in Greece for the 
leaders of Germany and the European 

Union for what is seen as punishment, 
along with a sense of hopelessness that 
there is no way back from the abyss. 
And while Tsipras may be popular in 
his own country for the gamble on 
the referendum, it has left Greece in a 
worse position. It was naïve politics and 
shocking economics.

Yet, what has been equally appalling 
has been the reaction of Europe’s 
senior political figures. Never, since the 
crisis began in Greece and spread to 
half a dozen other countries, has the 
single currency come quite so close to 
disintegration. 

In 2012, European Central Bank 
president Mario Draghi promised to do 
whatever it took to prevent the euro from 
breaking apart. Yet here were people 
at the top, from German chancellor 
Angela Merkel to European Commission 
president Jean-Claude Juncker, openly 
contemplating a Grexit, and in the case 
of German finance minister Wolfgang 
Schäuble, actively encouraging it.

There are those who say a return to 
the drachma would be the best thing for 
Greece. That argument ignores the real 
dangers that holds for Greece and the 
rest of Europe. The euro was meant to be 
irreversible, not optional. 

Despite many blaming the single 
currency for the woes not just of Greece, 
but of Ireland too, I would argue that the 
benefits of it far outweigh the downside 
of membership. The European movement 
has had a defining influence on Ireland. 
How much of the infrastructure, from 
roads to bridges, has the EU funded? 

If we are prepared to accept Greece 
leaving the euro, then we are also signalling 
that the far more important Brexit is a 
possibility, something we really should fear.

Greece deserves a better deal than the 
one it is getting now. And that requires 
its creditors in the IMF and Europe to 
accept that its debt mountain needs to be 
reduced and it needs to stay in the euro. 

We in Ireland may not like Greece 
getting a seemingly easier deal than us, 
but piqued feelings are far preferable to 
the alternative. ■ 

Ian Guider is markets 
editor at the Sunday 

Business Post
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Moving forward
After 12 months as ACCA president, Anthony Harbinson looks back over his term  
of office and pays tribute to the commitment of students, members and staff

I have thoroughly 
enjoyed the 

chance to really 
discuss public 
value and the 

public interest on 
the world stage

of all that we do, particularly in terms 
of espousing our commitment to ethics 
and doing the right thing, no matter how 
difficult that may be.

I have many special memories of my 
presidential year – not least being made a 
‘chief’ while visiting Uganda in November 
last year. I want to conclude by thanking 
you once again for the opportunity to serve 
ACCA at the highest level and to wish you 
all future success in your careers. ■

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

It is with a great sense of pride and 
some very fond memories that I look 
back on my year as ACCA president. It 
has been a huge honour and privilege 
to have served the members and 
students that make up our fantastic 
body and to be an ambassador for you 
and ACCA in so many forums.

Among the many highlights was 
leading the ACCA delegation to the 
World Congress of Accountants in Rome 
last year. We were, I believe, able to 
demonstrate how ACCA is helping to lead 
and develop the accountancy profession 
globally while making a valuable 
contribution to debates and presentations.

Travelling around the world has given 
me the opportunity to meet so many of our 
students and members, and to recognise 
that we are indeed one very large family, 
with shared values and commitments. 
That has also enabled me to see how 
they engage with ACCA within their local 
markets and to understand how they help 
develop our communities and economies.

It has also been a privilege to meet 
with the staff teams that deliver so much 
for us as members and students – the 
individuals who make ACCA work and 
help us all to get the most from our 
Qualification and our careers. They are the 
true heroes of ACCA!

At the start of my presidential year, 
I said I wanted to put the public sector 
at the forefront of the profession and 
to highlight the strengths, threats and 

opportunities that this sector faces.
As someone who works in this vital 

sector, it has been a source of pride that 
I had the opportunity not only to have 
met with and influenced so many key 
stakeholders but also to have launched 
ACCA’s Certificate in International Public 
Sector Accounting Standards, which will 
help many thousands of public servants 
around the world.

I have also thoroughly enjoyed the 
chance the last year has given to me to 
really discuss public value and the public 
interest on the world stage, and explain 
how ACCA puts this at the very heart 
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The view from
Deirdre Burke ACCA, financial accountant, 
US multinational, Galway

I made a career change from 
consulting engineering to 
accountancy in 2009. I chose 
accountancy because I was always 
good at maths and problem solving, 
and I knew I had an aptitude, having 
completed a part-time diploma in 
business studies with the Institute 
of Public Administration in 2004, 
where I achieved fi rst place in the 
fi nal exams. I chose ACCA because 
of the opportunities for professional 
development it offered and started 
with two subjects by distance learning. 

I got a training contract in the 
SME department of Deloitte where 
I got a mix of auditing and accounts 
preparation experience. This gave 
me practical examples to back-up 
my answers and the discipline to 
answer exactly the question asked with 
reference to case studies. I have no 
doubt that it helped me in being the 
fi rst-placed affi liate in the June 2011 
exam sitting.

In audit, I found I was able to draw on 
what I learned in engineering. On an 
engineering site, you must confi rm that 
work has been done in accordance with 
specifi cations. Similarly, in auditing, you 
have to see the evidence to confi rm that 
a set of accounts are fairly presented. 
In comparing tenders and bills, it is 
important to identify the main reasons 

for the price variations. Similarly, 
in comparing the current-year and 
prior-year fi nancial statements, it is 
important to be able to explain the 
main reason for the variations. 

Change is a constant in accountancy, 
whether it is in systems used or 
accounting standards. I have been 
involved in bringing in-house work 
that was previously outsourced, the 
implementation of new procurement 
systems and the change of external 
tax advisers.

My current role centres on 
sales invoicing and accounts 
receivable reconciliation. I also 
prepare multi-currency bank 
reconciliations. I analyse monthly 
trends in expenditure by cost 
centre and input comments for 
fi nancial review meetings. I also 
prepare month-end journals and 
balance sheet reconciliations and 
assist with the quarterly reporting 
to the corporate US offi ce. I provide 
the support required to the auditors 
for their quarterly and year-end 
audit requests, and assist with SOX 
controls and documentation.

One of the best pieces of advice 
I’ve been given harks back to my 
engineering years. On the fi rst day 
on site, I was told: ‘If it looks wrong, it 
is wrong’. This advice has rung true so 
many times since, in both engineering 
and accountancy. If it looks wrong, it 
is wrong, no matter how strongly you 
are convinced that the software could 
not have made a mistake. ■

Snapshot: automotive

The automotive sector is heavily 
affected by regulation. The need 
to design engines emitting less 
CO2 is increasing costs quickly 
and will reduce manufacturers’ 
profi ts, especially in the European 
Union, which has the most 
stringent standards.

Globalisation has progressed 
a long way into the industry and 
almost all future growth will come 
from emerging markets. While 
China has been strong in this sector 
so far, the industry must respond 
to today’s downward pressure on 
prices following the government 
crackdown on corruption and the 
slowing Chinese economy.  

In addition, this is an industry 
where a great deal of technological 
change and innovation is taking 
place. Vehicles are becoming 
internet-connected and 
customised, and there is also the 
switch to electric models. All of this 
will happen over a generation.  

From a career point of view, a 
global outlook and a thirst to learn 
about how consumers around the 
world look at motor vehicles are 
imperative. Commercial expertise 
is essential. Around one-third 
of profi ts typically come from 
consumer fi nance products, while 
the connectivity of today’s vehicles, 
and widening customer product 
and design preferences make 
big data and predictive analytics 
increasingly important.

John Leech, UK head of automotive 
at KPMG

Expert view

Watch the video on the 
challenges and opportunities 
that new technology offers the 
profession at www.accaglobal.
com/ab/videos
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Turn the tables
Cybercriminals have shown what it takes to operate effectively, so let’s turn their 
weapons of technology, cooperation and agility against them, says Alister Shepherd

Almost £1bn a day is spent online. 
In a hyper-connected world that has 
more mobile devices than people, 
it should come as no surprise that 
online crime is intensifying. Yet we 
continue to leave ourselves vulnerable 
in cyberspace because of a collective 
failure of information sharing. If we 
want to create a properly protected 
digital environment, a fundamental 
shift is required in our approach to 
cybersecurity threat intelligence, with 
governments, corporates and small 
businesses all playing their part.

The Hatton Garden heist, in the heart 
of London’s jewellery quarter, where 
enterprising thieves tunnelled into the 
vault of Hatton Garden Safe Deposit, 
netted the robbers an estimated £200m 
in valuables earlier this year. This was an 
audacious and well-planned robbery. 
The incident garnered massive media 
attention and captured the public 

imagination until the alleged burglars 
were arrested six weeks after the theft. 

Compare this to Carbanak – an 
online hacking campaign that reportedly 
generated US$1bn from around 100 banks 
worldwide. The highly sophisticated 
theft required a network of criminals with 
specialist digital skills, with each attack 
taking up to four months to execute. No 
arrests have yet been made and coverage 
of the attack has been extremely limited. 
Which brings us to our fi rst problem: the 
poor visibility of cybercrime.

Don’t dodge it
There are several interconnecting factors 
at play here. First is the perception that 
cybercrime is too technical and diffi cult 
to understand for non-IT staff. However, 
IT is now a pervasive and critical part of 
our lives, massively improving connectivity 
and thus productivity. Given that 
employees themselves make extensive 

use of a constantly evolving array of 
gadgets and methods of communication, 
all staff have a responsibility to 
understand the risks and to use such 
devices securely. 

This is not diffi cult: short awareness 
sessions of one to two hours should 
be suffi cient to give employees the 
rudiments of cybersecurity and how to 
counter social engineering attacks and 
phishing emails. Given these techniques 
have cost companies dearly, with one 
attack alone thought to have cost a US 
retailer US$500m, such learning is surely a 
reasonable investment.

Victims are also often reluctant to 
report cybercrime to law enforcement 
agencies. Businesses may be concerned 
about the interruption and loss of control 
caused by an investigation, believe 
there is little chance of recovering 
stolen assets, and hope to minimise 
reputational damage by restricting 
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reporting to outside 
entities. However, in a 
world where breaches are 
increasingly commonplace, 
reputations can be more 
tarnished by efforts to 
suppress the reporting of 
an incident than through 
an early declaration; the 
positive media coverage of 
US health insurer Anthem’s 
prompt response to a 
cyber attack earlier this 
year demonstrates this. 

Enforcement 
authorities are also gaining 
experience of investigating 
cybercrime, and doing so 
effectively with corporates. 
This usually involves 
collaboration with incident 
response businesses that 
seek to minimise disruption 
within the corporate 
estate. More organisations 
need to follow this model: 
enforcement authorities require visibility 
to provide a proper response but until 
they have more scope to disrupt the 
activities of cybercriminals, the rate of 
attacks is unlikely to diminish.

Cyber threat actors are constantly 
evolving and, more worryingly, 
cooperating. Malware and infrastructure 
are shared, recycled and reused at an 
alarming rate, with a recent banking 
malware campaign reportedly lasting 
just five hours. Criminals are also 
adopting and adapting the sophisticated 
techniques used by government agencies 
as these leak into the public domain.

Stovepiped
Some of this should make it easier to 
defend against attacks, except that 
defenders are not cooperating in the 
same way. Even the best efforts, such as 
the ISAC knowledge sharing system in the 
US, are ‘stovepiped’ – businesses share 
information within their industry but not 
with their own supply chains, a strategy 
that seems inexplicable from a risk 
management perspective. Furthermore, 
attackers do not think primarily in terms of 
industry or sector – they consider profit, 
intellectual property or, perhaps, ideology.

Reviewing even the most sophisticated 
attacks, attributed to highly cyber-
capable nation states, there is a pattern 
of the same malware (or ‘implants’ in 
government parlance) and command and 

control infrastructure being used against 
multiple victims, across various sectors, 
including finance, energy, telecoms and 
governmental institutions.

What this tells us is our adversaries 
are constantly adapting; they are agile, 
unencumbered by regulatory or legal 
restraints, unconcerned about national 
jurisdictions, and developing attack 
techniques so quickly that it is impossible 
to keep pace without the broadest 
possible coalition working to defend 
against them. This requires a complete 
paradigm shift in the approach to sharing 
intelligence about cyber threats.

Cyber intelligence has a unique 
attribute, where its value increases the 
more widely it is shared. Of course, 
attackers can change their command 
infrastructure or obfuscate their code, 
but no-one has limitless resources. 
Recent reporting on cybercriminal groups 
has shown their operations can be 

severely damaged by sharing 
information about their tools 
and infrastructure.

While governments 
should lead the way, they 
are no longer the main 
owners of intelligence in this 
space. Commercial entities 
almost certainly top the 
charts for cyber-attacks by 
volume, including the most 
sophisticated malware. 

In the hyper-connected 
world, the private sector 
often has defensive tools 
or capabilities that rival or 
exceed those in the public 
sector. Many organisations 
also have the capacity 
to share information and 
initiate investigations across 
international borders far more 
quickly than government 
agencies, an area where 
change is also required to 
redress the balance.

Real collaboration between the 
public and private sectors is required 
to make this work. This is not about the 
sort of sharing envisaged in proposed 
EU and US legislation, intended largely 
as a data privacy measure. Nor are 
closed systems such as ISAC sufficient. 
Instead, there needs to be a new model 
of willing cooperation that expands 
existing relationships. Government should 
build on its links with critical national 
infrastructure to engender exchanges that 
go into greater depth. That infrastructure 
should in turn share with its supply 
chain, creating a trickle-down effect 
for capability, and a two-way flow of 
intelligence on the cyber threat.

Cybercriminals have demonstrated 
some of the elements required to 
operate effectively in this space: they are 
early adopters, embracing technology; 
they collaborate, sharing information, 
techniques and assets; and they are agile 
and international in approach. Defenders 
must respond accordingly, or risk being 
constantly outpaced by the attackers. ■

 
Alister Shepherd is a security and 
investigations expert at Stroz Friedberg, 
an investigations, intelligence and risk 
management company

For more information:

www.strozfriedberg.com

◄ Offline heist in the headlines
In an ‘old-style’ break-in, the gang 
that raided Hatton Garden in London 
tunnelled their way into a concrete vault 
stuffed with safety deposit boxes

▲ Blaze of publicity
The raid and the ensuing police 
investigation was a media event in a 
way that cybercriminal activity is rarely 
allowed to be
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Snapshot: financial 
services
Since 2008 the driving force 
in fi nancial services has been 
regulatory reform. The initial focus 
was prudential – restoring safety 
and soundness to the global 
system. More recently, the focus 
has been on conduct and cultural 
renewal, especially within the 
banking system. 

However, we see greater focus 
on jobs and growth. Politicians 
recognise the pivotal role fi nancial 
services play in extending credit 
to boost economic activity and 
supporting long-term infrastructure 
investment. The challenge for 
many fi nancial services players 
is generating a return in this 
environment. Regulatory reform 
has increased the level of capital 
employed, while compliance costs 
have soared; returns have dropped 
and interest rates have remained 
low. In response, we are seeing the 
return of large-scale international 
mergers and acquisitions within the 
insurance industry and national-
level consolidation of a fragmented 
banking sector in many countries. 

As the industry responds to these 
challenges, so must the profession 
in order to provide the right advice 
and assurance. With ever greater 
use of technology, integrating 
more specialist expertise alongside 
accountants is key to broadening 
the perspective and skills of the next 
generation of accountants.

 
Andy Baldwin, global fi nancial 
services leader at EY

Overmatter:The view from
Jane Mangan FCCA, managing director and one of the 
founding directors of Connacht Accountancy

Our practice consists of two fully 
qualifi ed ACCA accountants and two 
part-time accounting technicians. Our 
client base includes everything from multi-
million turnover companies and medical 
professionals to the local mechanic. We 
deliver high-quality accounting services 
and have also formed strong links with tax 
and investment providers. 

We like to describe ourselves as ‘the 
small fi rm with a great attitude’; 
that means we are enthusiastic and 
energetic. I believe in a friendly yet 
professional approach to our clients. After 
all, clients will only stay with is if there is a 
good relationship and reliable service. 

I became self-employed in 2005. It was 
a great time to start; Ireland was enjoying 

the boom, the construction industry was 
fl ush with money and this fl owed down 
through all service industries. When the 
crash happened, construction clients 
disappeared and many other small 
businesses dried up. Out of necessity, 
clients are scrutinising costs and as a result 
accountancy fees have been squeezed. On 
the other hand, there’s been little change 
in regulations and naturally clients need 
more help when times are tough. 

In recent years,we have moved away 
from once-a-year compliance service to 
a more frequent, fi nancial management 
and business adviser role. This is not 
only adding value to client fees but 
I also fi nd it rewarding to be able to 
provide clients with up-to-date fi nancial 
information benefi cial to the operation of 
their business. 

As a result of the Companies Act 2014 
we will be doing very few, if any audits. 
We provide a good mix of accounts, 
bookkeeping, tax and so on, so we will 
not suffer too much but I would imagine 
that many fi rms will fi nd it hard to replace 
this income. For many small practices 
in the west of Ireland I think there will 
be a few more tough years ahead. The 
Irish economy may be improving but the 
recovery is slower in the west.

My business goal is to run an organised, 
effi cient offi ce and grow both client and 
staff numbers. My personal dream would 
be to close the door at 5 o’clock and go 
home! As a self-confessed workaholic, 
I’ve begun to realise after 20 years in 
the profession that the desk will never 
be clear and there is always more to do. 
Work-life balance is important and with 
the right approach to work, family and 
activity we can all enjoy much longer, 
more productive and happier careers. 

Running is my stress relief. If I hadn’t 
become an accountant, I might have been 
tempted to become an aerobics teacher 
– although admittedly that’s still working 
with fi gures… ■

We have moved 
away from once-

a-year compliance 
service to a more 

frequent, financial 
management 
and  business 

adviser role
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Taking the e-plunge
As more and more companies look to conduct at least some of their business online, 
you need to be ready to help your clients make the leap into the digital economy

Internet and digital technologies are 
now affecting virtually all business 
functions and industries. James 
Chalmers, UK head of assurance at 
PwC, says: ‘Barely a week goes by 
without another reminder of how 
digital continues to disrupt the 
traditional way business is done and 
how it offers new ways of delivering 
products and services and of 
creating value.’

Going digital is now pretty much 
a necessity if a business wants to 
secure competitive advantage, and 
the speed of change is such that, put 
simply, ‘failure to embrace digital 
opportunities is not an option’, 
according to Chalmers.

Some countries are seizing the 
digital opportunity more successfully 
than others. According to Accenture’s 
ranking of the world’s 17 leading 
economies, the Netherlands is the 
top digital economy, followed by the 
US, Sweden, South Korea and the UK. 
France and Italy, on the other hand, 
are placed near the bottom, while 
India comes last.

Accenture’s research shows 
that a more effective use of digital 
technologies – such as e-commerce, 
data analytics, mobile, cloud 
computing and social media – could 
improve operational effi ciency in 
organisations by up to 74% and 
increase sales by up to 58%.

Expectancy
That isn’t the only reason for 
companies to embrace digital. 
Richard Suhr, partner and Asia 
Pacifi c digital leader at EY, 
explains: ‘Investors now look 
for growth models that embrace 
a new digital operating model 
to fi nd more effective ways to 
acquire and retain customers.’ 

What’s more, according to 
research conducted by Deloitte and 
digital consultancy OpenMatters, 
investors assign higher valuations 

to companies that embrace emerging 
technologies.

Jonathan Rees, executive director and 
leader of Deloitte Digital in Southeast 
Asia, says: ‘The most digitally mature 

companies – the “digirati” – outperform 
their industry competitors by 26% in terms 
of profi tability, and achieve signifi cantly 
higher – 12% – market valuations.’

However, adapting a business strategy 
to incorporate digital is a challenge. ‘Most 
companies lack the relevant experience 
to know how to effectively drive digital 
transformation,’ says Lyon Poh, head 
of digital and innovation at KPMG 
Singapore. In fact, Accenture’s research 
shows that up to 61% of companies will 
fi nd the change diffi cult because they 
lack the necessary skills. This is where the 
accountant adviser can be of some help.

Digital advice
First, practitioners need to fully 
understand today’s digital technologies 
to be able to assess which ones are 
appropriate to a particular client if they 
are going to use them to drive new 
revenues. In addition to social media, 
mobile, data analytics and the cloud, 
the internet of things (that is, disparate 
devices capable of communicating with 
each other because they are all internet-
connected) is now growing rapidly.

Reviewing clients’ intangible assets is 
clearly a good starting point. According 
to data gathered by international 
intellectual property specialist Ocean 
Tomo, tangible assets currently constitute 

just 20% or less of total corporate value 
compared with more than 80% in 

1975. Rees comments: ‘The value 
of companies has been shifting 
markedly from tangible assets, 
“bricks and mortar” to intangible 
assets such as intellectual capital. 
These invisible assets are the key 
drivers of shareholder value in the 
knowledge economy.’ 

Many businesses still do not 
realise the value that could be 

derived from intangible assets 
such as customers in today’s digital 

world. By using mobile technology and 
social networks, companies can create 
more detailed views of their customers, 
their attributes and their transactions. 
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This greater insight can in turn lead 
to improved customer experience, 
engagement and loyalty, and even new 
sales channels.

Nicklas Jonow, partner at Pacific 
Consulting Group in Hong Kong, says: 
‘The value of customers may be easier 
to calculate than the value of other 
intangible assets as it’s more about sales/
profitability. However, one should be 
careful not to reduce a customer merely 
to a dollar figure – the most successful 
companies build long-term partnerships 
with their clients rather than seeing them 
just as revenue.’

The online USP
Next, what is your client’s digital value 
proposition – its USP (unique selling 
point) online? What could it offer by way 
of new content, products, services and 
experiences to engage online customers? 
Why will customers click on, register with, 
buy from and return to the business’s 
website and share their experience?

To come up with an online USP, you 
and your client need to understand the 
target audience. ‘If you don’t, you are 
destined to fail,’ warns Jonow. Bear in 
mind it is a continually shifting target, too. 
‘Today’s customers expect businesses to 
be available at all times, at all places and 
across multiple channels and devices,’ 
says Poh. He adds: ‘Customer-centricity 
in the digital world is synonymous with 
understanding the changing role of 
omni-channel customers and responding 
with digital initiatives based on high-value 
insight about their behaviour.’ 

A new digital USP will demand an 
appropriate revenue model, so clients 
may need advice on converting traditional 
transaction-based revenue models 
to, for example, premium pricing, 
subscription-based pricing, user 
download or advertising- 
supported pricing. Premium 
pricing models are applied 
where there is a unique 
content or service 
offering, and an 
advertising-supported 
model in cases where the 
offering is ubiquitous.

Ultimately, though, the new 
revenue model will depend on 
what kind of business your client is 
in. For example, a merchant business 
that sells the products or services of 

other companies through its site could 
generate affiliate revenue by charging 
a commission on the purchase price. 
Also, where customers have given their 
permission, the contact details gathered 
via your client’s site can be valuable to 
third parties, who may be willing to pay 
the website owner to email and advertise 
to the site’s customer-base.

Suhr says: ‘We now also see a number 
of financial services operators, particularly in 
insurance, moving to a pay as you consume 
model, and pay as you drive in telematics-

based automotive insurance.’
Clients may also need to review 

the costs of investment in any new 
technology intended to power their 
digital strategy. Amir Sharif, professor 
of operations management and acting 
head of Brunel Business School, 
says: ‘Investments in technology are 
generally broken down into direct and 
indirect costs. Indirect costs, such as 
initial losses in productivity, patents, 
business process re-engineering, 
organisational restructuring and 
training and development, are typically 
four times that of direct costs.’

Data smart
When they take the digital road, your 
clients will be able to collect troves 
of unstructured data about their 
customers, suppliers and trends, but 
this data is only valuable if a business 
can analyse, measure and act on it. 
This means more is required than just 
an investment in, and the use of, the 
latest data analytics tools.

Chalmers says accountants can 
help ask the right questions of data 
and correctly interpret the answers. 
‘Although this may be a challenge for 
accountants who are typically used to 
structured financial data and standard- 
based reporting models, their DNA 
of control, challenge, diligence and 
integrity can help ensure the decision- 
makers have confidence in their 
management information,’ he says.

Clients may also need new metrics 
to integrate digital data with financial 
data. ‘In the publishing industry for 
example, reporting metrics like cost 
per action need to be tracked because 
advertisers are now paid by price per 

action,’ says John Low, partner 
at Roland Berger Strategy 

Consultants in Kuala Lumpur.
Opportunities for                                                                                                                                  

an accountancy firm to 
support clients in the 

digital space are 
numerous and on 
a broad spectrum. 

By coming at the 
challenge from the 

outside, the practitioner’s 
perspective will be valuable in 

a confusing world. ■

Iwona Tokc-Wilde, journalist
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Foreign exchange movements can wipe out profi ts and put SMEs in danger. In the fi rst of 
three articles in association with WorldFirst, we look at why you need an FX strategy

Time to fi x your FX

W hen the Swiss National Bank decoupled its franc 
from the euro in January, it created turmoil in 
foreign currency markets. Jeremy Cook, chief 

economist at WorldFirst, recalls: ‘I was transfi xed as the Swiss 
franc strengthened by 33% in just two hours. If you weren’t 
hedged, you’d have taken a considerable bath.’

Indeed in the days after, there were rumours of large 
companies having lost millions of euros. It is also likely that there 
were some small and medium-sized companies who found their 
bath water had dropped unexpectedly in temperature.

It all underlined the importance for companies large and 
small of mitigating their foreign exchange exposure through a 
well-founded risk strategy. But while corporates have the fi nancial 
backing to hire the experts they need to run their strategies, 
SMEs don’t usually have that luxury.

Open window
Managing an FX strategy often involves an SME business owner 
or FD taking responsibility for an area in which they will admit 
they are not experts. Robert Cullum, managing director at Pacifi c 
Produce, a £31m-turnover importer of 
fruit, is one SME owner who needs to 
keep a close watch on FX movements. 
His company imports satsumas, 
avocados, mangoes and other fruit, 
mostly from Peru, along with other 
parts of South America. Cullum’s FX 
dilemma is easy to state, less simple to 
solve. In his purchase-to-sale cycle, he 
orders product in week one, waits for 
around four weeks while it is shipped 
across the Atlantic, then sells it in week 
six, but then waits up to four more 
weeks – and sometimes longer – to get 
paid. In short, he has a 10-week window 
between buying and being paid, when 
FX movements could wipe out any 
profi t he’d hoped to make on the deal.

‘If you look at the volatility of currency rates, that can 
sometimes be the difference for me between making money and 
losing money because produce margins are very low,’ he says.

His conundrum revolves around an eternal triangle of three 
main currencies – the pound, the euro and the US dollar. He 
must pay for his produce in dollars, but gets paid by customers 
in pounds, or euros when he sells into the eurozone.

Some of the time, Cullum mitigates the risk by paying 
regularly. ‘You win some, you lose some that way,’ he says. Over 
time, the gains and losses tend to even themselves out. But if 
he’s arranged a fi xed price with the seller in dollars and with the 
buyer in pounds or euros, he will buy a forward FX contract to 
lock in the buying and selling rates.

Ian Marsh, a professor at London’s Cass Business School 
whose research interests include FX markets, argues that each 
SME needs a foreign exchange strategy that matches the risk 
profi le of its business. ‘There’s a lot of theory that suggests 
you don’t really need to hedge FX risk if you’re diversifi ed,’ he 
says. The problem, though, is that SMEs are rarely suffi ciently 
diversifi ed either in the nature of their business or the currencies 

they use to take that chance.
Few SMEs with any signifi cant level 

of overseas business should ignore 
the need to develop a well thought 
out FX strategy, says Marsh. ‘You need 
to prioritise the deals that will bear 
the most risk and ask: what is the risk 
of a deal putting the company into 
fi nancial distress?’

Marsh points out that making 
risk judgments is not new for fi nance 
professionals and other senior 
executives. There are risks in interest 
rates, commodity prices, market 
competition and other areas. In dealing 
with FX, executives are using exactly 
the same kind of risk management 
skills they use in other areas. »

‘The volatility 
of currency 

rates can 
sometimes be the 
difference for me 
between making 

money and 
losing money’
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Ups and downs
Cook says that companies that have given a lower priority to FX 
risk in the past may need to review that decision in the future. 
Currency fl uctuations are certainly not new. He has seen major 
currencies move by 3-4% in a day and up to 8% over a month. ‘At 
that level, the movement has the potential to take a considerable 
lump out of your take-home profi t,’ he says.

Looking forward, FX fl uctuations may increase both in 
frequency and size. The global economy is about to leave a 
prolonged period of record low interest rates. That could create 
more uncertainty about whether different economies can sustain 
their growth rates. In turn, that may feed through into more 
currency volatility as strong economies continue to grow despite 
interest rate rises, while weaker economies fi nd their growth 
rates falling back.

‘We’re moving from an atmosphere where every single action 
of central banks has been aimed at stimulating growth to an 
environment now where interest rate rises may cause some 
economic contraction,’ Cook says. ‘This is something that we 
haven’t had to deal with for a while and will be a test for just how 
secure economies are.’

So what should an SME do if it decides that it needs to 
develop an FX strategy or revise its current strategy in the light 
of changing economic conditions? Cook suggests a three-step 
approach. First, he says, you need to know your ‘budget rate’ – 
the rate at which you expect to buy or sell a given currency to 
maintain your profi t margin at the desired level. ‘The budget 
rate is at the heart of an FX strategy,’ he says. ‘You must know 
exactly what your costings are. If your budget rate doesn’t help 
to protect your business strategy, it is not doing its job.’

Second, you need to explore ways to protect your budget 
rate, which in turn underpins your business strategy. This 
essentially involves deciding what the business’s appetite is for 
risk. ‘If you’re very risk-averse, you may just want to protect your 
budget rate, and there are hedging products that can do that,’ 
says Cook. On the other hand, the business may have a higher 
appetite for risk – perhaps because it has a more generous 
underlying profi t margin – and want to seek opportunities for an 
upside from its currency trading. In which case, it may choose 
to hedge away some its FX risk but leave some fl exibility to take 
advantage of favourable currency movements.

Third, you need to focus on the relationship between your 
foreign currency payments and receipts and your underlying 
liquidity. ‘Do you have a balance sheet that gives you the ability 
to pay down margin against trades that will be booked out for the 
future, depending on how far you want to hedge?’ says Cook.

Master and servant
There is a cost to hedging and it is important to build that into 
calculations about the budget rate. And, says Marsh, it is also 
important for SMEs to recognise that FX strategy should be the 
servant of the business, not its master. That is a good reason for 
keeping the FX strategy simple, he says.

‘Foreign currency trading won’t be a core competency in 
most SMEs, so don’t worry too much about making or losing 

Value of euro against Swiss franc

the odd 1-2% in foreign currency markets,’ he says. ‘Make your 
money where you know you create your value.’ 

Cook agrees: ‘Don’t rush into things you don’t understand: 
you have a budget rate to protect.’

But when it comes to foreign currency considerations, 
there is a twist in the tale. Even companies that don’t have 
FX transactions may be vulnerable to the broader economic 
impact of world currency movements, says Marsh. For example, 
movements in currencies may give overseas competitors an extra 
edge in key markets. 

‘Just because you don’t have a transaction exposure, don’t 
fall into the trap of thinking you have no risk exposure,’ he says. 
‘Don’t become complacent over it because we’re living in an 
internationally competitive world.’ ■

Peter Bartram, journalist
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Redefi ning excellence
Connectivity and automation are transforming the face of fi nance, resulting in changes to 
the kind of people needed to run the fi nance department, says PwC

For more information:

You can read and download PwC’s 2015 fi nance function benchmark study, 
Breaking away: how leading fi nance functions are redefi ning excellence, 

at bit.ly/PwC-BA

The new numbers

PwC’s annual fi nance function 
benchmark report, Breaking away: 
how leading fi nance functions are 
redefi ning excellence, shows how the 
best-performing fi nance functions have 
ditched the focus on bookkeeping 
and information gathering. Instead, 
they are producing real-time analytics 
and management information for use 
by other parts of the business. These 
changes mean that there is a demand 
for a new type of numbers professional 
– one with soft skills and able to 
navigate the new business landscape, 
and partner more meaningfully with 
the business.

Rewards for the first rank

PwC benchmark data reveals that cost 
effi ciency is improving across the board, 
though much more quickly within top-
performing fi nance teams, where average 
fi nance cost as a percentage of revenue 
is continuing to fall to below levels 
reported before the global fi nancial crisis. 

Scale and complexity still drive 
costs up, but top performers run at 
40% lower cost

Top performers spend 20% more 
time on data analysis

Function costs take a nosedive

As fewer people are needed to run fi nance, so the cost of the average 
fi nance function as a percentage of revenue has fallen since 2011/12 by 
more than 10%. A combination of automation, shared services and more 
effi cient use of capacity means that the cost of fi nance is a full 40% lower in 
the best-performing organisations.

Complexity and compliance push up costs

There are signifi cant differences between industries. Complexity and 
regulation mean that the fi nance function remains more costly within the 
fi nancial services sector than any other (1.32% of revenue for the median).

Cost of the fi nance function in selected sectors

2009 2010 2011/12 2012/13 2013/14

             Median                           Top quartile

             Top quartile                    Median

Financial services

Industrial

Technology

Power/utilities

Retail

5,600+ fi nance teams surveyed

100+ countries

400+ companies

50% The amount of time fi nance 
professionals now spend on 
analysing rather than gathering 
data (up from 36% last year)

What sets top performers apart?
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Crystal ball gazing
Rosanna Choi brings together the results of roundtables held globally that looked at 
future funding scenarios for SMEs and the role of accountants in this brave new world
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Gabriel Low, CFO, GEA Westfalia Separator Ltd 
‘The transformation of SME funding is happening 
already. It used to be based on traditional bricks and 
mortar funding from a bank. Now it’s very much based 
on intellectual property, technology, software, intangible 
assets, but banks struggle with lending in those 
situations. Because of that, crowdfunding is becoming a 
transformative way of funding SMEs. 

‘Accountants need to influence governments to 
develop good frameworks for governing this – regulatory 
systems that embrace crowdfunding. Accountants also 
need to be better trained to value intellectual property-
based business models. Stock exchanges have moved fast 
in this direction, but the accountants are behind the curve.

‘Accountants need to develop skills so they can 
support SMEs with these new business models and help 
them in accessing finance.’

Ellis Quinlan, Ellis J Quinlan & Co
‘It’s extremely difficult to value intellectual property and 
any intangible assets, but if you know there’s enough of a 
market for your product that people will fund it, then you 
know you’ve got a decent business concept. In this way 
crowdfunding has the potential to validate a business idea 
for a potential product or service.

‘Banks have seen the mistakes they made in the past 
in terms of asset-backed funding and are now more 
interested in repayment capacity. Your repayment capacity 
is about your future, not what’s happened in the last 18 
months or five years. 

‘So there are a great deal of opportunities for 
accountants to get into this space – to learn about valuing 
intellectual property and using information available 
through crowdfunding, and in doing so provide much 
better support to SMEs.’

Anne Kimari, COO, African Academy of Sciences
‘In developing countries like Kenya there has been a lot of 
innovation in business funding in the last few years, with 
financing coming from non-traditional sources. A lot of 
telecoms companies are forming alliances with financing 
institutions that are not necessarily banks and providing 
access to funding in an innovative way. We also see 
crowdfunding, which depends on internet connectivity, 
but there are some programmes that potentially will 
revolutionise access to funding.

‘But there are challenges, because funding comes with 
risk for the funder in terms of how the money will be paid 
back and around whether recipients really understand 
what happens if funders don’t get their money back. 
Accountants are key in guiding entrepreneurs to access 
these new sources, and in influencing government policy 
on how non-traditional financing can be encouraged.’ 

Considering future scenarios is an important aspect of 
running sustainable organisations. As the Economist 
Intelligence Unit identifies in its report Long-term 

macroeconomic forecasts: key trends to 2050, major 
economic changes are underway. By 2050, China’s GDP 
could exceed that of the US, while each of the largest three 
economies in the world (China, the US and India) will be 
richer than the next five put together. Asia overall could 
account for 53% of global GDP.

Other research has also attempted to see into the future. 
A report, In safe hands? The future of financial services, published 
by Long Finance with the support of the Qatar Financial Centre, 
looked at the future of financial services globally up to 2050. It 
developed four scenarios based on varying assumptions about 
the longevity of the Washington Consensus (where policies 
support liberal democracy, free markets and trade, financial codes 
and standards) and about the future of human connections. For 
example, might a future global crisis result in nation states being 
replaced by a group of dominant cities, or in the rising importance 
of global affinity groups (for example, religious or political)? What 
could happen if global market integration continues rapidly 
and disruptive technology challenges current ways of living and 
conducting business?

Inspired by such forward-thinking analysis, ACCA conducted 
a number of roundtables around the world, in conjunction with 
SAMI Consulting, specialists in strategy and scenario planning. 
The roundtables considered how a number of different future 
scenarios could affect the way that small and medium-sized 
enterprises (SMEs) access finance, how the role of accountants 
in this process might change and therefore the skills they would 
need to develop. ACCA’s Global Forum for SMEs has also 
discussed these issues, including emerging challenges around 
assessing business prospects and valuing businesses. 

Translators
Such discussions highlighted how professional accountants 
have traditionally been called on to translate financial 
information for entrepreneurs. Business owners draw on a variety 
of information sources when running their businesses, but don’t 
necessarily use their financial statements as effectively as they 
could. It is important that accountants, as SMEs’ trusted advisers, 
make sure that entrepreneurs understand and take account of 
the current financial position of their business, particularly when 
it comes to making decisions about funding.

This role is likely to become even more important in the 
future, particularly as business models become increasingly 
dependent on intangible assets. For example, Uber, the world’s 
largest taxi company, owns no vehicles; Alibaba, the world’s most 
valuable retailer, owns no inventory; and Airbnb, the world’s 
largest accommodation provider, owns no real estate. 

Traditional providers of SME finance such as banks struggle 
to lend when they can’t secure their loans against borrowers’ 
physical assets. Accountants need to develop new ways of 
evaluating the future cashflows that intangible assets will 
deliver. In this way, they can help SMEs to demonstrate their  » 

37

09/2015 Accounting and Business

SME finance | Insight

GL_I_SMEfinance_v2.indd   37 27/07/2015   17:14



repayment capacity, and so provide the necessary comfort to 
lenders.

The inability of banks to fi nance new business models is in 
part being addressed by the rise of innovative funding models 
such as crowdfunding, whose importance is only likely to 
increase. Crowdfunding models vary, but a powerful version 
involves individuals being willing to lend relatively small sums in 
return for rewards in the form of novel products or services. By 
defi nition, where crowdfunding succeeds in raising the fi nance 
an SME needs, the business has identifi ed a valid demand for 
its product or service. There are also emerging forms of supply 
chain fi nance. For example, the ability of e-commerce platforms 
to fi nance businesses based on knowledge of their past trading 
and payment activity is potentially hugely powerful.

New skills 
Both crowdfunding and e-commerce fi nance models represent a 
move away from the use of intermediaries. This has implications 
for accountants and the skills they require. Although accountants 
won’t necessarily be making approaches to lenders on behalf of 
clients, they could still have a vital role in guiding SMEs through 
the range of loan fi nance options available. They will also need 
to play a role when SMEs seek equity fi nance. This is expected 
to become more widespread, particularly among SMEs in fast-
growing Asian economies. Professional accountants will need to 
help SMEs in presenting their businesses in a way that appeals 
to investment banks, and fi nd methods (as already highlighted) 
to ensure that businesses based on intangible assets receive 
appropriate valuations.

This will require professional accountants to draw on all the 
new and extensive information being created through the use of 
modern technology – the huge reserves of ‘big data’. Business 
transactions and the actions of business owners will become 
increasingly traceable (for example, through Bitcoin transactions 
or Facebook postings). This information will be increasingly 
used by investors and lenders when making funding decisions. 
Professional accountants need to make sure they too know how 
to use this data most effectively, so maintaining their relevance to 
SMEs and funders over the coming decades.

Predicting the future is diffi cult, but ongoing developments 
in technology and innovations in funding models will change the 
business landscape. Professional accountants need to stay ahead 
of the curve and develop the skills they need to help SMEs 
access the fi nance they need. ■

Rosanna Choi, partner at professional advisory fi rm CWCC 
and chair of ACCA’s Global Forum for SMEs

For more information:

Long-term macroeconomic forecasts: key trends 
to 2050 is available at tinyurl.com/pdm9b3e

In safe hands? The future of fi nancial services is available 
at www.samiconsulting.co.uk/5insafehands.pdf

Ng Boon Yew, chair of ACCA’s Futures Academy 
‘Big data is a trend that cannot be ignored. Collected 
through devices and technologies such as credit and 
loyalty cards, the internet, social media, WiFi sensors and 
electronic tags, big data has the potential to radically 
change how businesses operate, how they are assessed 
and the roles accountants play.

‘At the moment, the analytical tools and skills required 
to make the most of big data – characterised by its 
volume, variety and velocity – are still developing. As 
professional accountants, we need to be at the forefront 
of this activity – looking for ways to use big data to 
enhance business success. SMEs seeking to raise fi nance 
will increasingly fi nd that their big data profi le infl uences 
investment and lending decisions. Accountants will need 
to advise entrepreneurs on how to manage that profi le 
in order to present their business – and themselves as 
business owners – in the best light.’

Francis Chittenden ACCA, professor of small 
business finance, Manchester Business School 
‘The traceability of money, people, assets and transactions 
will be transformed in the coming decades. For example, 
Bitcoin is a novel exchange mechanism where each Bitcoin 
has its own identity and can be traced. So the custodial roles 
of accountants – in auditing or checking that assets exist – 
are going to become largely irrelevant. Big data will hold 
huge reserves of traceability for all kinds of assets and people. 
If you want to judge how well equipped an entrepreneur is to 
conduct their affairs, you will be able to observe many things 
about their lifestyle and habits. That’s going to have a big 
infl uence on access to fi nance. 

‘Accountants need to become skilled in capturing and 
understanding this kind of information, as it will help inform 
decisions about businesses. There’s an opportunity for 
accountants here, but also a requirement to learn new skills.’

◄ New model
The role of accountants 
is changing as 
businesses
such as Uber 
become increasingly 
dependent on 
intangible assets
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Painting by numbers
The eye-watering figures that works of art are selling for at auction puts the sector  
firmly in the same asset class as equities, bonds or precious metals

executive and now chief executive of the Fine Art 
Fund Group, which manages about US$500m of 
assets. ‘For those who know what they are doing, 
the returns can be appealing. Our business has 
grown 50-fold over the past 10 years.’

Even so, opinion is divided on how art stacks 
up compared to other asset classes, such as 
equities, bonds or precious metals. ‘Most people 
still get a huge amount of pleasure from art,’ says 

Kathryn Graddy, an economics professor at Brandeis University 
who has devoted years to understanding the market for paintings 
and musical instruments. ‘But to evaluate art as an investment 
you have to take an unsentimental look at its potential for capital 
appreciation, price volatility, levels of liquidity and its degree of 
correlation to other investments.’ And since not all works of art 
will rise in value, how many pieces do investors need to buy to 
get an adequate level of diversification?

It is the price appreciation of this calculation that grabs » 

The wealthy have always spent lavishly 
on art. But many are increasingly 
seeing their wall-candy as a source of 

return too. Along with gold or hedge funds, 
paintings and sculptures have become an 
established part of the financial portfolios 
of rich investors. An industry has sprung 
up to counsel high-net-worth individuals on 
which works of art to consider, just as wealth 
managers help their clients pick stocks. 

The potential rewards of treating art as an investment were 
highlighted when Picasso’s Les Femmes d’Alger broke auction 
records by selling for US$179.4m this May – more than five times 
the US$31.9m (US$47m in current prices) it fetched when it last 
exchanged hands in 1997. That’s a return that is multiples better 
than the FTSE 100. 

‘Art has considerable appeal as part of a balanced portfolio,’ 
says Philip Hoffman, a former KPMG accountant, Christie’s 

▲ Arm and a leg 
Pablo Picasso’s painting 
Les femmes d’Alger and 
Alberto Giacometti’s 
L’homme au doigt at 
auction in Christie’s, New 
York. Both sold for record-
breaking prices
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most attention. In recent years the market for world-famous 
works of art has been going from strength to strength.

‘The ultra top end appears to be getting a boost from the 
rising number of ultra-rich individuals around the world,’ says 
Grady. As of early 2015 there were 1,826 billionaires – with 290 
individuals entering this category for the fi rst time over the past 
year, according to Forbes. Billionaires also added about US$600bn 
to their net worth over the past 12 months, with their total fortune 
rising to roughly US$7 trillion. ‘Such people usually have money in 
almost every asset class, from equities and bonds to hedge funds 
and private equity,’ says Graddy. ‘It is a small leap to put a small 
share of their wealth in art. Art seems especially tempting when 
many fi nancial professionals believe that returns on equities and 
bonds will be relatively muted over coming years.’ 

There is often a big gulf between the most celebrated works 
of Picasso and van Gogh and the broader market. While returns 
for here have been good, they have been less spectacular than at 
the highest end, according to the Mei Moses index, which tracks 
the repeat sales of around 40,000 works. The index has increased 
5.4% a year to date as of early June, swinging from being down 
4.4% as of April. That return, which modestly beats US equities, is 
relatively strong by historical standards, says Mike Moses, a New 
York University professor who co-founded the index. 

‘Over the past 60 years art has done about 1 percentage 
point per year worse than equities,’ he says. Using a longer 
timeframe, others believe art lags equities by a larger margin. 
Graddy calculates that between 1875 and 2008 the Mei Moses 
index returned an average 2.26% – slightly less than the 2.5% 
return on US government bonds and far less than the 6.1% 
from the S&P stock index. ‘You might get disappointed if you 

Accounting for art

Accounting fi rms have become major sponsors of 
art exhibitions. EY, for example, is one of the largest 
corporate sponsors of the Tate gallery in London. Most 
recently the fi rm backed an exhibition of late Turner 
paintings. In April this year KPMG sponsored a show by 
students, tutors and alumni of The Art Academy. 

The accounting industry has also been tracking what 
Deloitte calls the ‘fi nancialisation’ of the art market. In its 
third annual report on the subject, Art & Finance, Deloitte 
found that 76% of collectors now looked at art at least 
partly from an increment standpoint, up from 53% in 2012. 

The report also found that half of family offi ces 
surveyed stated that one of the most important 
motivations for including art in their service offering was 
for its role in balancing a portfolio.

expect your art to outpace your equities in terms of pure return,’ 
she says.

As with stocks or real estate, however, individual returns can 
vary massively, points out Roman Kräussl, a professor of fi nance 
specialising in art at the Luxembourg School of Finance. ‘If you 
invest in a young undiscovered artist you can achieve a 1,000% 
return in just six months when things go right,’ he says. On the 
other hand, Old Masters, where investors needn’t fear a fl ood 
of new supply or a collapse in the artist’s reputation, have lower 
levels of volatility and offer correspondingly lower returns.

► Master strokes
Van Gogh Museum in 
Amsterdam – Old Master 
paintings offer lower 
potential returns than 
undiscovered artists’ works
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The purely fi nancial drawbacks don’t end there. In terms 
of cashfl ow, art is pretty much a dud – much like gold or oil. It 
offers no coupon payments or dividends to compensate for the 
potential price fl uctuations. That said, creative minds in the art 
world have devised some ways to make art earn its keep. ‘Art can 
increasingly be used as a form of collateral against loans,’ says 
Graddy. ‘In that way it can reduce the owner’s cost of borrowing, 
which is in itself a form of return.’ Funds like Hoffman’s can also 
make money from art by underwriting auctions. Since many 
works of art fail to meet the reserve price and so are not sold, a 
dealer can guarantee to pick up the piece at a certain minimum 
in exchange for a percentage of the upside if the work fetches far 
more than expected. Such deals have become relatively routine, 
according to Graddy. 

Overall, however, the biggest returns from art are intangible, 
says Kräussl. ‘For the genuine connoisseur, there is the pleasure 
of seeing a great work of art whenever you please,’ he says. 
There is also a potential status dividend, he adds, and becoming 
a collector puts you at the centre of a vibrant global social scene.

Of course, even the most glamorous gallery openings and 
receptions won’t convince many rich individuals to invest if there 
is a substantial risk of a huge capital loss. So far most art fi nance 
experts do not believe there is yet a price bubble. ‘We have not 
seen the surge in transactions, a common sign that the market 
is overheating,’ says Kräussl. ‘That is despite pockets of mania, 
mostly at the very top end.’ 

Crashes in art valuations, however, do happen. ‘Prices of 
impressionist art suffered a sharp setback in the early 1990s after 
the Japanese property and equity bubbles burst,’ says Kräussl. 
‘And there was a downturn in 2009 too, the result of the wealth 
destruction caused by the 2008 fi nancial crisis.’

A repeat of such economic and fi nancial disruptions could 
certainly do the same again, experts warn. ‘One of the main 
drivers of art prices in recent years has been the surge in wealth 
in China – where there has always been an intense interest in art,’ 
says Hoffman. ‘This should continue to be the case. But clearly 
any setback for China would be bad news for global art prices.’ 
A sharp rise in the yield of rich-nation government bonds could 
also stop art prices in their tracks, he adds. ‘If you were to see the 
risk-free rate of return climbing to 10%-15%, that would diminish 
the relative fi nancial appeal of art.’ 

Such bleak scenarios, however, are not what most experts 
anticipate. Steady global growth combined with faster wealth 
creation at the very pinnacle of the income pyramid is expected 
to keep prices pushing higher. And even if prices do disappoint, 
it is increasingly clear that art has entered the mainstream as an 
investment class. ■

Christopher Fitzgerald and Fernando Florez, journalists

Again as with stocks, investors can benefi t from the greater 
safety of diversifi cation in several ways, explains Hoffman. 
The most obvious is to buy a broad selection of pictures from 
different artists and periods. Firms like his Fine Art Fund Group 
advise clients on how to do this for the maximum risk-adjusted 
return. They have also offered pooled investment products, by 
which purely fi nancial investors can spread a smaller amount of 
money over a larger amount of art. ‘The downside is that they 
will lose the pleasure of seeing the pieces hanging on their 
walls,’ observes Graddy.

Art versus equities
When it comes to volatility, the broad art market is very similar to 
that for equities. ‘The gyrations for the overall asset class are very 
similar to equities over the long run,’ Moses says. ‘Art has the 
added advantage that it is not correlated to other asset classes, 
so it tends to make a portfolio more stable. That’s a quality 
that good investors prize greatly.’ For example, while the world 
stock market fell sharply in 2008, art prices only started to slide 
in 2009. ‘The reason is that art is pretty much the last thing that 
a struggling investor will sell, since transaction costs are high,’ 
explains Kräussl. His research concludes: ‘By the time art prices 
fell in 2009, stock prices were already on the up again.’ 

The fl ip side of this benefi t is that art can be illiquid and 
transaction costs are relatively high. ‘A quality piece of art can 
always be sold, but not in a great rush,’ says Kräussl. ‘It’s certainly 
not like the quick liquidity you can get in stocks, bonds or gold.’ 
Meanwhile, bringing a piece to market at the wrong time can be 
a mistake. ‘If the work does not sell it can be seen as damaged 
goods, harming its long-term value,’ says Graddy. 

For more information:

Read more research by Roman Kräussl at www.art-fi nance.com

Read Deloitte’s Art & Finance report at tinyurl.com/q9qyd9d

▲ Wade in the money
Wade Guyton works, on 
display here at the White 
Cube in Bermondsey in 
2011, have sold for as 
much as £6m 
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Ruck and roll
It’s not just the teams that are preparing to do battle in the 2015 Rugby World Cup – the 
organisers have spent the last few years planning the biggest rugby tournament to date

will generate economic output of £39m, with £17m added to 
the local economy. In Newcastle, the tournament is estimated 
to generate economic output of £93m and, of this, £43m will be 
added to the local economy.

The former chief executive of England Rugby 2015, Debbie 
Jevans, says: ‘RWC 2015 is set to create a wide range of 
economic opportunities across many different sectors. Whether 
through investment in infrastructure, supporting jobs or 
generating revenue in fanzones, the economic benefits will be 
shared around the 11 host cities and beyond.’

Rugby World Cup Limited chairman Bernard Lapasset adds: 
‘RWC is one of the world’s biggest and most popular global 
sporting events that attracts sports and major event fans from 
around the world for a six-week celebration of rugby and the 
host nation.

‘The findings of the EY report outline the enormous 
economic, sporting and social benefits of RWC, reaffirming its 
low-risk, high-return attractiveness to future host unions and 
governments and just why the tournament increasingly is great 
for rugby and great for the host nation.’

The report is in stark contrast to the concern from New 
Zealand following the 2011 tournament. Steve Tew, chief 
executive of the New Zealand Rugby Union, claimed at the time 
that the whole future of the competition was under threat.

Tew revealed that competing at that RWC had cost his union 
more than £6.6m – a loss it could ill afford at a time when player 
costs were rising and the world economy was stagnating.

The losses were compounded because for the host nation 

While the world’s best players prepare for what is 
expected to be the biggest ever Rugby World 
Cup (RWC), a report by EY entitled The economic 

impact of Rugby World Cup 2015 estimates that the 
tournament in England is set to generate £982m of value to 
national GDP and £2.2bn of output into the economy.

The last time the tournament was held in Europe was in 
2007. When France hosted the event, it produced a total direct 
economic impact of £800m, with domestic spectator spending 
adding a further £1.7bn to the French economy. Post-event 
study estimates found that more than £363m was produced in 
net additional economic gain to the French economy during the 
seven-week tournament.

The EY report also predicts that record numbers of 
international visitors are expected to visit England for the RWC. 
An estimated 500,000 visitors are expected to contribute up to 
£869m in direct expenditure  through travel and accommodation. 
In comparison, the last tournament held in New Zealand in 
2011 saw 133,000 visitors staying for an average 23 nights 
during the 44-day event, making an overall economic impact of 
approximately £740m.

The author of the EY report, Peter Arnold, a director at the 
firm, says: ‘Our forecasts are based on a range of direct, indirect 
and induced benefits of RWC 2015, from the investment that will 
be made in infrastructure to the ticket and tax revenues that will 
be generated. The tournament creates economic activity and 
employment throughout the supply chain, which can bolster the 
growth of the host cities as well as the UK.’

In preparation for this year’s 
tournament, £85m has been invested 
in infrastructure, including the £76m 
redevelopment of Twickenham Stadium 
by the Rugby Football Union (RFU), 
which will continue to deliver benefits 
to fans and local communities long 
after the tournament has finished.

An estimated 41,000 jobs will 
be supported around the country, 
including 16,000 employees directly 
linked to the tournament and 12,000 
along the supply chain.

With the tournament being hosted 
across 13 venues in 11 cities, the 
economic benefits will be spread 
around the country. The EY report 
estimates that in Exeter the tournament 

incoming tours were halted in World 
Cup year and competing nations were 
not allowed to have any association 
with their sponsors for the duration of 

the tournament.
These revelations preceded 

the International Rugby Board 
(IRB) undertaking a review 
of the financial model of the 

World Cup the following year. 
The IRB also undertook a full 

review of RWC commercial rules and 
money flows.

Tew was adamant that unless 
changes were made, the All Blacks 
would have considered sitting out 
this year’s tournament. Other nations 
were also clamouring for change.

World Cup 2015

* 48 matches to be played

* 18 September – 
group matches 
start (England v Fiji)

* 11 October – group 
matches conclude

* 17/18 October – 
quarter finals

* 24/25 October –  
semi finals 

* 30 October – bronze final

* 31 October – final
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However, Lapasset subsequently delivered signifi cant changes 
that have eased many of the fi nancial problems from 2011. The 
IRB Council supported an increase in the level of distributions 
from RWC revenues to international rugby associations across 
the period between the 2011 and 2015 tournaments.

In addition, by setting the 2015 RWC start date as 18 
September, the IRB has also set aside a £10m allocation to lessen 
any impact the timing may have on the Castrol Edge Rugby 
Championship and the fi nances of Australia, New Zealand, South 
Africa and Argentina. The allocation will be distributed between 
the four individual unions on the basis of any proven revenue 
shortfalls they suffer as a result of RWC timing.

Commercial rules
A further signifi cant outcome was the decision by the IRB Council 
to review and relax the commercial rules of the tournament to 
change the way commercial partners are associated with the 
national teams during the tournament. Previously sponsors only 
had limited visibility during RWC. But changes have seen a move 
more towards the FIFA World Cup model where the commercial 
partners of national unions can have association at training, on 
training kit and on media backdrops.

Earlier this year Rugby World Cup Limited announced that 
global electronics company Toshiba had remained with the family 
of offi cial tournament sponsors after successful renegotiations. 
The announcement extended Toshiba’s association with the 
event and reconfi rmed the global prestige of the event. Toshiba 
pointed out this tournament was on track to be the most viewed, 
best attended and most engaged RWC to date. Rising audience 
numbers also continue to attract and retain sponsors.

Television audiences for the tournament have grown across 
the world. The inaugural RWC was broadcasted to 17 territories 

and could have been watched by 200 million people. The 2011 
edition had a reach of 207 territories and a potential television 
audience of four billion.

Rugby World Cup Limited head of commercial, broadcast 
and marketing Murray Barnett adds: ‘With the expanded reach 
of RWC, we are working together to reach people wherever and 
whenever they are watching, talking about or playing rugby.’

The RWC fi nancial model generates revenues that are 
entirely reinvested and distributed by the board across the 117 
member unions during the four-year cycle between tournaments 
to increase competitiveness and advance the strategic goal of 
implementing development plans in order that rugby can be a 
truly global sport.

The IRB spent £150m between 2009 and 2012, with 
approximately 50% of the revenues going to the tier-one nations.

For World Cup 2015, tournament organiser England Rugby 
2015 needs to sell 2.9 million tickets to cover the £80m guarantee 
owed to the IRB for this year’s tournament. The 2007 tournament 
sold over 2.2 million tickets, with average attendance of almost 
47,000 and capacity utilisation of 94%.

The 2015 target looks set to be achieved due to the 
phenomenal demand for tickets. In the region of 950,000 tickets 
were sold last September, while another 340,000 tickets were 
sold by England Rugby 2015 to fans through rugby clubs in 
England and Wales. ■

Alex Miller, journalist

For more information:

EY’s The economic impact of Rugby World Cup 2015 
can be read at: tinyurl.com/p6ueacw

► Game on
England battle it 
out with Wales during 
the recent Six Nations 
Rugby tournament 
in Cardiff, one of the 
many UK cities that will 
benefit from the even 
more high-profile Rugby 
World Cup 2015
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Career boost
Dr Rob Yeung explains how understanding others’ perspectives is a vital business 
skill. Plus, the best Big Four fi rm to work for, and the perfect team dynamic

Dr Rob Yeung is 
an organisational 

psychologist and coach at 
consultancy Talentspace

Talent doctor: empathising

Several years ago, I worked with a 
managing director who ultimately 
sold his chilled food business in 
a multimillion-pound deal. When 
I began coaching him, he had 
been criticised for seeming not 
to care about his employees, for 
not empathising with them. Yet he 
was a brilliant business developer: 
he had a sales background and an 
almost uncanny ability to understand 
customers’ often unspoken needs.

He could seemingly empathise with 
customers, but not his own employees. 

It turns out that the ability to see 
the world from the viewpoints of others 
requires more than one skill. If you’ve 
ever been told to empathise more with 
other people – whether colleagues or 

customers – it’s worth thinking about what 
you’re actually being asked to do.

To explain, allow me to walk you 
through research conducted by Adam 
Galinsky, currently a management 
professor at Columbia Business School. 
In one study, he asked negotiators to 
bargain over the sale of a hypothetical 
business. All of the experimental 
participants were given a week to read 
materials pertaining to the business and 
to prepare their negotiation strategies.

Mere minutes before engaging in 
the negotiations, however, the would-be 
buyers were split into three groups. One 
group was given no further instruction. 
Another group was asked to ‘try to 
understand what [the sellers] are feeling, 
what emotions they may be experiencing’. 

A third group was asked to ‘try to 
understand what [the sellers] are 
thinking, what their interests and 
purposes are in selling the business’.

The research team found that the 
negotiators given no further instruction 
managed to reach an agreement only 
39% of the time; negotiators instructed 
to focus on the feelings of the seller 
reached an agreement 54% of the time; 
those focused on the thoughts of the 
seller were successful 76% of the time.

The researchers established that 
understanding others’ viewpoints 
actually consists of two related 
but separate skills. Empathy is the 
emotional ability to feel the feelings 
of another person – to experience 
their excitement, anxiety, anger and so 
on. On the other hand, perspective-
taking is the rational ability to work out 
someone else’s objectives.

Some people are naturally stronger 
at empathy; others are stronger at 
perspective-taking – but all of us can 
develop both skills.

Returning to the chilled food 
business owner, we discovered that he 
was more gifted at perspective-taking, 
at working out others’ thoughts and 
objectives. Empathy came less easily 
to him. But just because it wasn’t 
instinctive for him didn’t mean he 
couldn’t do it. With instruction and 
persistence, he improved his empathy 
considerably. The result: his team 
didn’t just feel happier; he thought 
that they became more productive and 
engaged too.

Understanding the world from 
others’ viewpoints is a vital skill. But 
remember that it is not one but two 
skills. Which one might you need to 
develop more? ■

For more information:

www.talentspace.co.uk

@robyeung
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The perfect: team dynamic

An effective team is one that in some elusive way is greater than the sum of its parts. If 
your place in the pecking order means you are more likely to be a team member rather 
than someone charged with putting a team together, you will be aware that at times your 
performance is judged by how you operate within that team environment rather than by how 
you act solo. Feeling anxious already? Worried that an assessment of your sparkling qualities 
might get downgraded by the performance of your less glittering colleagues? Chill – the 
best teams make the most of the talents they have, with the complementary nature of those 
talents filling the skill gaps and accentuating the exceptional areas. 

So what does the team leader need to do to get the team dynamic firing on all cylinders? 
First off, there’s that all-important team 

spirit. Everyone – and that includes 
you as team leader – needs to be 
contributing here. Get to know 
everyone in the team.

Second, acknowledge that you are 
all equals and make sure you can speak 

honestly with other team members. 
Ask questions, and be willing to 

fill in others’ knowledge gaps.
Third, when assessing the 

tasks at hand, put your own 
ego to one side, decide who 

is best placed to lead and 
how everyone else can 
contribute. Stamp out 
(as tactfully as you can) 
any tendency of any 

one person to dominate. 
And finally, get to grips 

with Skype, Facetime or your 
colleagues’ favoured meet-up 
technology. The chances are that, 

in today’s environment, you’re 
going to be a virtual team. 

Strong Singapore
Singapore is showing positive 
hiring signs for talent in 2015, 
according to a report by 
recruitment company Hays. 

The race to secure top 
talent is getting hotter given 
rising demand for candidates 
and government rules on how 
long an employer must search 
for local talent before looking 
outside Singapore. 

The Hays report also 
expects the extensive use of 
contractors and temporary 
staff to continue. Singaporeans 
now view temporary 
assignments as an attractive 
employment option given 
the higher pay rates and the 
quality of assignments on 
offer. The trend has sharpened 
the competition for those 
candidates who are available 
to fill permanent jobs. 

In the Singaporean 
professional services market, 
the downward pressures on 
mainstream audit fee income 
have encouraged firms to 
diversify, with salaries for 
roles in the new areas on the 
rise. The report also noted 
strong demand for candidates 
specialising in corporate 
governance, internal audit and 
regulatory control.

Best firm to work for
US ranking and review site 
Vault has ranked PwC as 
the top accountancy firm to 
work for in the US. The Vault 
Accounting 50 is compiled 
to reflect the issues that 
accountancy professionals care 
most about. The algorithm 
combines quality-of-life 
rankings (such as culture, 
satisfaction, work-life balance, 
and compensation) with 
overall prestige. 

EY was ranked second 
in the Vault Accounting 50, 
followed by Deloitte, KPMG 
and Grant Thornton. 

Confidence in the UK 
A survey by APSCo, the 
Association for Professional 
Staffing Companies, has found 

that UK recruitment firms 
have 13% more permanent 
vacancies on their books than 
this time last year. 

While the IT jobs sector 
leads the way with 14% more 
vacancies, accountancy 
vacancies were up 11%. 
Median salaries across all 
professional sectors have risen 
by 5.7% year-on-year. 

APSCo chief executive Ann 
Swain said: ‘Wages jumping 
so significantly across the 
professional sectors is a sure 
sign that market confidence 
is soaring. Organisations are 
scrambling to get their hands 
on the brightest talent, and 
those that can offer attractive 
remuneration packages stand 
a fighting chance.’ 

Temporary and contract 
vacancies remain resilient 
across the professional market, 
with opportunities up by 2% 
across the board year-on-year.  

Big Four hopping
Figures from salary 
benchmarking company 
Emolument contrasting relative 
pay for partners across the Big 
Four in the UK put Deloitte at 
the top on average, followed 
by EY, PwC and KPMG. 

A consideration of wider 
pay grades across the 2,650 
Big Four salaries analysed 
suggests you might want to 

start and end your career at 
EY. The firm pays its juniors the 
most – an average of £37,000. 
After five years in the industry, 
according to Emolument’s 
figures, you might want to 
work for Deloitte. After 10 
years, you might want to work 
for KPMG. However, for the 
first 10 years of a Big Four 
career, most firms pay much 
the same, although PwC trails 
the pack. ■

Compiled by Adam Akbar, 
MD, Bronzegate – finance 
leadership search
adamakbar@bronzegate.co.uk
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Through a lens
Opticians in the UK are enjoying favourable competitive forces, but they should beware 
of potential new entrants who could do them some real damage, says Tony Grundy

rest: bargaining power of suppliers; 
bargaining power of customers; intensity 
of competitive rivalry; and threat of 
substitute products or services.

Bargaining power
While customers have an apparently 
wide choice of optician and there are 
lots of deals around, buying spectacles 

is an emotional decision: glasses are part of a person’s look and 
identity, and this offers opportunities for opticians to reduce and 
maybe manipulate buyers’ bargaining power. 

There is a lot of discussion on the internet around pricing 
and cost behaviour in the sector and the dynamics between 
the chains and the independents. But there’s no substitute for 
real-life experience. The buy-one-get-another-pair-half-price 
offers abound and are heavily promoted by the salespeople 
in the stores. In fact when you purchase new glasses you often 
need to argue quite hard if you don’t want to do so under this 
deal. This kind of anticompetitive behaviour is used by some 
players to create temporary superior returns. But I doubt whether 
this is sustainable longer term and I believe this leaves some 
players exposed to new forms of competition. In addition, 
confusing pricing structures and processes leave the industry 
potentially exposed. 

In my view, supermarket opticians could take huge 
advantage of this confusing market, not only by offering more 
transparency but by being more direct and aggressive in 

their marketing (Boots, for example, 
simplified its pricing structure in 2014). 

Competitive rivalry 
Competitive rivalry has led to 
a proliferation of offers, which 
are replicated by many opticians 
without much innovation, so the 
competition hasn’t differentiated 
itself and offers are predictable, 
which undermines their impact.

Threat of substitutes
Other models – or ‘substitutes’ – are 
not really possible, other than the 
internet for supplies of contact lenses, 
for example.

Entry barriers are a bit of a 

The optical industry is typically 
profitable, but patterns of 
competition are changing. 

It is geared partially to dealing 
with physically related issues and 
thus health, while also sharing 
the characteristics of the fiercely 
competitive world of retailers. 

When I first started to wear glasses 
some decades ago, opticians were either independent retailers 
or low-profile chains. It was a fragmented market, which normally 
generates greater competition but in this case this was restrained 
by an informal understanding that avoiding pricing competition 
was in the best interests of all (which I like to call a ‘tacit 
oligopoly’). The UK high street pharmacy chain Boots entered 
the market and demonstrated that a branded and bigger chain 
could be an attractive proposition.

Then, according to the story, the wife of the founder of Vision 
Express came home in tears after she felt that an optician had 
not dealt with her as ethically as they should have. He decided 
to simplify, make the deals on offer more transparent, offer a 
one-hour faster service and compete on price. Vision Express 
grew rapidly and became very profitable. (It has been a carefully 
guarded secret that the manufacturing cost of frames and lenses 
are a relatively small proportion of the total price, so sales 
margins are high.)

Of course that mini-monopoly position owned by Vision 
Express and Boots wasn’t to last, and Specsavers came 
along with a similar model but a 
different positioning: cheaper prices 
and some cunning marketing (‘You 
should have gone to Specsavers’ 
became quite a catchphrase in 
the UK). This made it the number one 
player. Asda and Tesco later entered 
the market, so we now had a number 
of powerful players, with the top four 
accounting for an estimated 70% of 
the market. Since then, the market 
has been quite static as a a result of 
economic austerity, although that is 
slowly changing. 

Having addressed one of Michael 
Porter’s five forces – threat of new 
entrants (see above) – let’s analyse the 
industry with regard to some of the 

Buying spectacles 
is an emotional 

decision, offering  
opticians the 

chance to 
reduce buyers’ 

bargaining power

‘How to’ video 

Tony Grundy looks at London’s 
Crossrail link and the importance of 
having strategic vision for major projects. 
See www.accaglobal.com/ab/videos
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concern, as these seem to be more financial than about 
competences or brand. It would be easy to come up with an 
equally if not sexier brand than Vision Express or Specsavers, 
especially with the vulnerabilities that I have identified in 
terms of customer service, pricing and sales process. A 
new upstart could do some real damage to the existing 
players, especially if it had a new business model that was 
difficult for others to imitate. 

So we have seen that while opticians in the UK have 
reasonable profits on the back of generally favourable 
competitive forces, this could change with new entrants with a 
new positioning, business model and mindset. Watch out!

Postscript: I just did a final Google search and found that 

an alien ship had already landed – Glasses Direct, an internet 
business that supplies cheaper frames and lenses to anyone with 
a prescription. There you go. ■

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

For more information:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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Introducing kaizen 
In the first in a series of articles on ‘agile methods’, David Parmenter looks at the lean 
techniques that will transform your finance team, your enjoyment of work and your career

 ideas. The Post-it note was 
developed this way.

* Build a ticking clock. 
3M ideology creates 
an environment where 
innovation is cut loose and 
lights a hot fire under the 
‘innovation’ pot and stirs 
vigorously.

‘Abandonment’ needs to 
be embraced alongside 
innovation, as you need 
to clear the way and free 
up time for innovations to 
have a chance to succeed. 
Drucker frequently said that 
abandonment is the key to 
innovation; it could also be 
your key to adopting a lean 
month-end. 

Here are some tips 
for embracing kaizen and 
abandonment:

* Hold an abandonment and kaizen session once a month. 

* Use a scrum meeting (a stand-up meeting where each 
attendee talks to some defined issues) where each team 
member suggests one innovation and one abandonment.

* Ask if each of these suggestions will be of concern if it fails 
and if there is any reason why you should not undertake it.

If there are no barriers, then agree to implement. Remember that 
the goal is to match Toyota’s 10 innovations/abandonments per 
year for each finance team member. ■

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

Agood starting point 
for this series on 
‘agile methods’ in 

business is to investigate 
what makes Toyota so 
special. One aspect that 
sets Toyota apart from 
nearly all organisations 
is its focus on continuous 
improvement (kaizen). In 
a marvellous book about 
the car manufacturer, 
The Toyota Way, author 
Jeffery Liker reports that 
every Toyota employee is 
expected to reflect each day 
on ‘What could I do better 
tomorrow?’ and come up 
with at least one innovation 
per month, no matter how 
small. The Toyota average, 
internationally, is 10 
innovations per employee 
per year.

Far too often finance teams will perpetuate and support 
systems and processes that have been broken for some time. All 
the great paradigm shifters, such as Peter Drucker, Jim Collins, 
Tom Peters and Robert Waterman, have preached the need to 
innovate and not spend too much time trying to second-guess 
whether an innovation will work or not. Get your finance team to 
see innovation, as Motorola does, as a growing tree: you let it 
branch out, but you are also constantly pruning.

Jim Collins has created a blueprint for evolutionary progress 
based on analysing technology company 3M. The five steps are:

* Give it a try and make it quick. Vary, change, solve the 
problem, seize the opportunity and try something new even if 
you can’t predict how things will turn out. 

* Accept that mistakes will be made. As you can’t tell ahead of 
time which variations will prove to be favourable, you have to 
accept failures as an evolutionary process.

* Take small steps. It’s easier to tolerate failed experiments 
when they are just that – experiments, not massive 
corporate failures.

* Give people room to act. By doing this you can’t predict 
precisely what they will do, and this can be beneficial. 3M 
gives its staff 15% of discretionary time to play around with

Next steps

* Hold your first scrum meeting within the next week, 
focusing on month-end processing abandonments.

* Access my website at www.davidparmenter.com for 
some easy abandonments.

* Email me at parmenter@waymark.co.nz for details of 
an executive summary of the Jeffery Liker’s book.
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Forex rate changes
Graham Holt examines the issues raised by IASB research that 
referred to a KASB study into whether IAS 21 needs amending

The International Accounting 
Standards Board (IASB) 
recently initiated a research 
project, which examined the 
previous research conducted 
by the Korean Accounting 
Standards Board (KASB). 
This research considered 
whether any work on IAS 
21, The Effects of Changes 
in Foreign Exchange Rates, 
was appropriate. This article 
looks at some of the issues 
raised by the project in the 
context of IAS 21.

The foreign exchange 
market is affected by many 
factors, and in countries with 
a fl oating exchange rate, their 
foreign exchange rates are 
inevitably exposed to volatility 
due to the effects of the 
different factors infl uencing 
the market. For example, the 
ongoing problem of Greece 
repaying its enormous debts 
has signifi cantly affected the 
value of the euro. 

As the barriers to 
international fl ows of 
capital are further relaxed, 
the volatility of the foreign 
exchange market is likely 
to continue. This volatility 
affects entities that engage in 
foreign currency transactions 

and there has been 
a resultant call in 
some quarters to 
amend IAS 21.

IFRS 7, 
Financial 
Instrum-
ents: 
Discl-
osure 
requires 
disclosure 
of market 
risk, which 
is the risk 
that the 
fair value or 
cashfl ows of a 
fi nancial instrument 
will fl uctuate due 
to changes in market 
prices. Market risk refl ects, 
in part, currency risk. In IFRS 
7, the defi nition of foreign 
currency risk relates only to 
fi nancial instruments. IFRS 7 
and IAS 21 have a different 
conceptual basis. IFRS 7 is 
based upon the distinction 
between fi nancial/non-
fi nancial elements, whereas 
IAS 21 utilises the monetary/
non-monetary distinction. 

The fi nancial/non-
fi nancial distinction 
determines whether 

an item is 
subject 
to foreign 
currency 
risk under 
IFRS 7, whereas 
translation in IAS 
21 uses monetary/
non-monetary 
distinction, 
thereby possibly 
causing potential 
conceptual 
confusion. Foreign 
currency risk is little 
mentioned in IAS 

21 and on applying the 
defi nition in IFRS 7 to 
IAS 21, non-fi nancial 
instruments could 
be interpreted as 
carrying no foreign 
currency risk. Under 
IAS 21, certain 
monetary items include 

executory contracts, which 
do not meet the defi nition of 
a fi nancial instrument. These 
items would be translated 
at the closing rate, but as 
such items are not fi nancial 
instruments, they could be 
deemed not to carry foreign 
currency risk under IFRS 7.

Foreign currency 
translation should be 
conceptually consistent with 
the conceptual framework. 
IAS 21 was issued in 1983 with 
the objective of prescribing 
how to include foreign 
currency transactions and 
foreign operations in the 
fi nancial statements of an 
entity and how to translate 
fi nancial statements into a 

presentation currency. 
There is little 

conceptual 
clarifi cation of 

the translation 
requirements 
in IAS 21. 
The require-
ments of 
IAS 21 can 
be divided 
into two 

main areas: 
the reporting of 

foreign currency 
transactions in the 

functional currency; 
and the translation to the 
presentation currency. 

Exchange differences 
arising from monetary items 
are reported in profi t or loss 

in the period, with one 
exception which is that 

exchange differences 
arising on monetary 
items that form part of 
the reporting entity’s 
net investment in a 
foreign operation are 

recognised initially in » 

There is little 
conceptual 

clarification of 
the translation 

requirements 
in IAS 21
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other comprehensive 
income, and in profi t or 
loss on disposal of the 
net investment. 

However, it would be 
useful to re-examine 
whether it is more 
appropriate to 
recognise a 
gain or loss on 
a monetary 
item in other 
comprehensive 
income instead of 
profi t or loss in the 
period and to defi ne 
the objective of translation. 
Due to the apparent lack of 
principles in IAS 21, diffi culty 
could arise in determining the 
nature of the information to 
be provided on translation.

There is an 
argument that the 
current accounting 
standards might 
not refl ect the 
true economic 
substance 
of long-term 
monetary assets 
and liabilities 
denominated in 
foreign currency 
because foreign 
exchange rates 
at the end of 
the reporting 

period are used 
to translate 

amounts that 
are to be 

repaid 
in the 
future. 
IAS 21 
states 
that 
foreign 
currency 

monetary 
amounts 

should be 
reported 

using the 
closing rate with 

gains or losses 
recognised in profi t or 

loss in the period in which 
they arise, even when the 
rate is abnormally high 

or low. 
There are cases where an 

exchange rate change is likely 
to be reversed, and thus it 

may not be appropriate 
to recognise foreign 
exchange gains or 
losses of all monetary 

items as realised gains 
or losses. Thus there 
is an argument that 

consideration should 
be given as to whether 
foreign exchange gains 
or losses should be 

recognised in profi t or loss 
or in other comprehensive 
income (OCI) based on the 
distinction between current 
items and non-current items. 

Any potential fl uctuation 
in profi t or loss account would 

be reduced by 
recognising in OCI 
those foreign 
exchange gains 
or losses of 
non-current 
items with a 
high possibility 
of reversal. 
Furthermore, 
the question 
would arise as 
to whether these 
items recognised 
in OCI could be 
reclassifi ed.

However, the IASB 
is currently determining 
via its conceptual framework 
project the purpose and 
nature of OCI, as there is no 
obvious principle that drives 
gains and losses out of profi t 
or loss and into OCI, and there 
is no shared view among the 
IASB’s constituents about what 
should be in profi t or loss and 
what should be in OCI.

IAS 21 does provide some 
guidance on non-monetary 
items by stating that when 
a gain or loss on a non-
monetary item is recognised 
in OCI, any exchange 
component of that gain or loss 
shall be recognised in OCI. 

Conversely, when a gain or 
loss on a non-monetary item 
is recognised in profi t or loss, 
any exchange component 
of that gain or loss shall be 
recognised in profi t or loss. 

Long-term liabilities
In the case of long-term 
liabilities, although any 
translation gains must be 
recognised in profi t or 
loss, and treated as part 
of reported profi t, in some 
jurisdictions, these gains 
are treated as unrealised for 
the purpose of computing 
distributable profi t. 

The reasoning is that there 
is a greater likelihood in the 
case of long-term liabilities 
that the favourable fl uctuation 
in the exchange rate will 
reverse before repayment of 
the liability falls due.

As stated already, IAS 21 
requires all foreign currency 
monetary amounts to be 
reported using the closing 
rate; non-monetary items 
carried at historical cost 
are reported using the 
exchange rate at the date of 
the transaction and non-
monetary items carried at 
fair value are reported at the 
rate that existed when the fair 
values were determined. As 
monetary items are translated 
at the closing rate, although 
the items are not stated at fair 
value, the use of the closing 
rate does provide some fair 
value information. However, 
this principle is not applied 
to non-monetary items as, 
unless an item is measured at 

It may not be 
appropriate to 

recognise foreign 
exchange gains 

or losses of all 
monetary items 

as realised gains 
or losses
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fair value, the recognition of a 
change in the exchange rate 
appears not to provide useful 
information.

A foreign operation 
is defi ned in IAS 21 as a 
subsidiary, associate, joint 
venture, or branch whose 
activities are based in a 
country or currency other 
than that of the reporting 
entity. Thus the defi nition of 
a foreign operation is quite 
restrictive. It is possible to 
conduct operations in other 
ways; for example, using a 
foreign broker. Therefore, 

the defi nition of a foreign 
operation needs to 
be based upon the 
substance of the 
relationship and not 
the legal form.

Although the 
exchange rate at 
the transaction 
date is required to 
be used for foreign 
currency transactions 
at initial recognition, 
an average exchange 
rate may also be used. 
The date of a transaction 
is the date on which the 
transaction fi rst qualifi es for 
recognition in accordance 

with International Financial 
Reporting Standards. For 

practical reasons, a rate 
that approximates 

to the actual rate 
at the date of 
the transaction 
is often used. 
For example, an 
average rate for a 
week or a month 
might be used for 
all transactions 

in each foreign 
currency occurring 

during that 
period. However, if 

exchange rates fl uctuate 
signifi cantly, the use of the 

average rate for a period is 
inappropriate.

Average exchange rate
A question arises as to which 
exchange rate to use and 
therefore it would be useful to 
have more specifi c guidance 
on the use of the average 
exchange rate. IAS 21 allows 
a certain amount of fl exibility 
in calculating the average 
rate. The determination of the 
average rate depends upon 
factors such as the frequency 
and value of transactions, the 
period over which the rate will 
apply and the nature of the 
entity’s systems. There are a 
large number of methods that 
can be used to calculate the 
average rate, but no guidance 
is given in IAS 21 as to how 

such a rate is determined.
The IASB has completed 

its initial assessments on this 
project and decided that 
narrow scope amendments 
were unnecessary. In May 
2015, it had no plans to 
undertake any additional work 
and is to remove this project 
from the research programme, 
subject to feedback in the 
next agenda consultation. ■

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

For more information:

www.ifrs.org
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Technically speaking
Aidan Clifford looks at the detail of the Companies Act, the new regime for liquidators, 
directors’ loans, and the operation of the mortgage arrears resolution process

CA 2014 resource
The Consultative Committee 
of Accounting Bodies 
in Ireland (CCABI) has 
assembled a set of resources 
for the Companies Act 
2014. It includes guidance 
on audit reports, other 
reports, audit exemption, 
financial reporting and other 
reporting to the Office of 
the Director of Corporate 
Enforcement (ODCE). 

See www.accaglobal.com/
ab/232. 

Repercussions
The Companies Act 2014 
has brought about the 
following four unintended 
consequences:
1 You are not small any more
Entities regulated by the 
Central Bank (you can check 
what they are at registers.
centralbank.ie) may not file 
abridged accounts with the 
Companies Registration Office 

(CRO) or use the Financial 
Reporting Standard for Smaller 
Entities (FRSSE), and must also 
prepare a cashflow. 

Section 360 (11) of the 
Act ties in the list of entities 
(schedule 5) that may not use 
audit exemption in the general 
requirement to meet the 
small or medium-size criteria. 
Some accounting exemptions 
are also only for entities that 
are small as defined by the 
Companies Act. 

Like traditional small 
insurance brokers, a lot of 
car dealers and other entities 
have insurance mediation 
directive/regulations 
authorisation and so will no 
longer be entitled to file small 
company abridged financial 
statements with the CRO. 
2 Directors’ remuneration
Directors’ remuneration must 
now be disclosed in small 
company abridged accounts 
filed with the CRO. Section 

353 (3) (full details at bit.ly/
CA-S353) lists the items to 
be disclosed, one of which 
is a detailed disclosure of 
directors’ remuneration. 
A false statement on 
abridged accounts is an 
indictable offence. 
3 Accounting practices 
formed as limited companies
These also have to disclose 
directors’ remuneration. Some 
such practices are expected 
to convert to unlimited 
companies prior to filing. 
4 Guarantee companies
Designated activity companies 
(DACs) and guarantee 
companies – and indeed any 
small company that is not a 
plc – can now file abridged 
accounts using the same rules 
as other limited companies. 
FRS 1 also states that any 
company that is small as 
defined by the Companies 
Act can avoid preparing a 
cashflow, so until they adopt 
FRS 102, such companies may 
cease preparing one.

Liquidator appointments
Sections 633 and 634 of the 
Companies Act 2014 now 
provide a statutory regime 
governing qualifications for 
appointment as a liquidator. 
Up to now almost anybody 
could be a liquidator, but to 
qualify for appointment as a 
liquidator under the 2014 Act, 
the person must fall within one 
of the five categories set out 
in the table to section 633 of 
the Act. 

The first category consists 
of accountants holding a 
practicing certificate – so 
the Act’s changes will not 
affect any ACCA member. 
Other categories include 
solicitors, members of certain 
bodies authorised by the Irish 
Auditing and Accounting 
Supervisory Authority 
(IAASA), certain EU-qualified 
liquidators, and people 
‘qualified by experience’ who 
seek individual authorisation. 

The IAASA is seeking 
the views of stakeholders 
and inviting comments on 
the proposed authorisation 
process for this final category 
of liquidator. 

More detail can be found 
at www.iaasa.ie. 

UK audit exemption
A nice summary of the 
audit exemption limits and 
requirements in the UK can be 
found at bit.ly/audexUK.

NI charities
The Charity Commission for 
Northern Ireland will hold 
its first public meeting on 
21 September 2015 in Belfast. 
The meeting will provide an 
opportunity for anyone with 
an interest in charities to 
catch up on the progress of 
the commission over the the 
previous 12 months, as well as 
meet Northern Ireland’s charity 
commissioners. 

The meeting will be from 
3pm to 5pm, at the Duncairn 
Centre, Duncairn Avenue, and 

Aidan Clifford is 
advisory services 

manager, ACCA Ireland

Get the app!

Visit www.accaglobal.com/ab to download app versions of 
Accounting and Business
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places need to be booked 
in advance at admin@
charitycommissionni.org.uk. 

Directors’ loans 
The requirements to disclose 
directors’ loans have changed 
slightly, as listed below, with 
a specific requirement to 
disclose certain details about 
loans in abridged accounts. 

Some details of 
shareholder account loans 
from a director are required: 
term, arrangements and name 
of director.

Full details of shareholder 
accounts loans to a director 
are required.

Full section 307 and 308 
disclosures, but not FRS 8 
disclosures, are required for 
abridged accounts.

Revised UK audit reports
New guidance has been 
issued for auditors with 
UK or NI audit clients. 
Entitled Bulletin 4: Recent 
developments in company law, 
the listing rules and auditing 
standards that affect United 
Kingdom auditor’s reports 
(revised), the guidance deals 
with: 

* the introduction of the 
strategic report 

* the option to provide 
a standalone strategic 
report with supplementary 
material in place of the 
company’s full accounts 
and reports

* changes to the regulations 
on the information to 

be included in a quoted 
company’s directors’ 
remuneration report

* changes in the 
requirements of the 
listing rules for directors’ 
remuneration disclosures

* changes made to ISA 
(UK and Ireland) 700, The 
Independent Auditor’s 
Report on Financial 
Statements, in October 
2012 and June 2013.

The guidance can be found at 
bit.ly/FRC-bulletin4.

EU insurance 
Members preparing or 
auditing financial statements 
for insurance undertakings 
will need to study Statutory 
Instrument 262 of 2015. 

The regulations provide 
for a similar structure to Part 
6 of the Companies Act 2014 
to be adopted for insurance 
undertaking accounting. They 
include (with some exceptions) 
the publication of annual 
accounts, including group 
accounts, and set out the 
content of those accounts, 
their format and valuation 
of items to be included, and 
information to be included in 
the notes to the accounts.

Statutory Instrument 
262 can be found at www.
irishstatutebook.ie.

Mortgage arrears
Many members in practice are 
listed as available to provide 
advice on the Mortgage 
Forbearance Scheme. Under 

the scheme, an 
accountant advises 
borrowers on a 
bank’s forbearance 
proposals and 
the bank making 
the proposal pays 
the accountant 
€250 directly for 
the advice – the 
scheme is free for 
borrowers. 

After a slow 
uptake at the 
beginning, the 
scheme has since 

built momentum Our informal 
feedback from members on 
the operation of the Mortgage 
Arrears Resolution Process 
(MARP) has been confirmed by 
the Central Bank’s review and 
included delays by lenders in 
making MARP progress and 
overly complicated paperwork. 

More details on the Central 
Bank findings can be found at 
www.centralbank.ie.

Origins and destinations
The Department of Jobs, 
Enterprise and Innovation has 
published a table of origins 
and a table of destinations for 
the Companies Act 2014. The 
tables ‘translate’ between the 
previous company law regime 
and the Companies Act 2014 
and will be of enormous 
benefit to practitioners and 
users of company law. 

They are available at bit.ly/
DJEI-CA2014.

Abridged accounts 
The disclosures in small 
company abridged accounts 
have changed. Below is a 
list of the new disclosure 
requirements, with the 
statutory references noted.  

* Directors’ statement must 
come immediately above 
the signatures on the 
balance sheet confirming 
the signatories’ reliance on 
the specified exemptions 
contained in section 352 of 
the Companies Act 2014.

* The balance sheet of 
the company must be 
disclosed.

* Long and short-term 
debtors and creditors must 
be split out.

* Section 305 covers 
directors’ remuneration in 
some detail.

* Section 306 covers 
payment to persons 
connected with directors.

* Section 307 covers 
directors’ loans.

* Section 308 covers quasi 
loans to directors.

* Section 309 covers material 
transactions with directors. 

Entities regulated 
by the Central 

Bank may not file 
abridged accounts 

with the CRO or 
use FRSSE

* Sections 310 to 313 cover 
exceptions for banks.

* Sections 314 to 316 cover 
information on subsidiaries 
and related undertakings.

* Section 317 covers 
disclosure of staff numbers.

* Section 318 covers share 
capital.

* Section 319 covers 
purchase of own shares.

* Section 320 covers holding 
of own shares (treasury 
shares).

* Section 321 covers 
accounting policies.

* Section 352 covers 
directors’ interests in shares 
and debentures.

* Schedule 3 paragraph 52 
covers derivative financial 
instruments.

* Schedule 3 paragraph 53 
covers financial assets at 
fair value.

* Schedule 3 paragraph 
57 covers provision for 
deferred taxation.

* Schedule 3 paragraph 58 
covers maturity details of 
indebtedness.

* Schedule 3 paragraph 68 
covers foreign currencies.

For accounting periods 
beginning after 1 June 2015, 
section 305 also requires the 
disclosure of gains on the 
exercise of share options.

Edging to convergence
A recent report by the 
International Accounting 
Standards Board (IASB) 
declares: ‘International 
Financial Reporting Standards 
(IFRS) has become the de 
facto global standard for 
financial reporting.’ 

The report points out that 
116 of the world’s jurisdictions 
require IFRS for all or most 
domestic publicly accountable 
entities (listed companies and 
financial institutions) while most 
of the other 24 jurisdictions 
already permit it for at least 
some of those entities. 

The IASB report Financial 
reporting standards for the 
world economy is at bit.ly/
IFRS-2015. ■
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Cora O’Brien highlights key elements of the UK summer Budget, looks at what the Irish 
Budget might hold, and outlines changes to the relief on gifts of agricultural property

Tax update

UK summer Budget
The UK chancellor of the 
exchequer, George Osborne, 
presented his summer Budget 
2015 in July and there are 
a number of elements that 
are of interest from an Irish 
perspective. Most notable are 
plans to further reduce the UK 
corporation tax rate. The 20% 
rate will be reduced to 19% 
in 2017 and further reduced 
to 18% in 2020. Those who 
are involved in corporation 
tax compliance for UK group 
companies should note 

that the payment dates for 
corporation tax payments by 
large companies are being 
brought forward. From April 
2017, companies with profits 
in excess of £20m will be 
required to make corporation 
tax payments in the third, 
sixth, ninth and 12th month of 
their accounting period. Draft 
legislation is expected to be 
published on this change. 

Permanent non-domiciled 
status will be abolished 
from April 2017. If you are 
resident in the UK for 15 of the 

preceding 20 years, you will be 
considered UK-domiciled for 
tax purposes. 

A number of changes were 
announced which will impact 
on buy-to-let residential 
landlords. Mortgage interest 
relief on residential buy-to-
let properties will only be 
available at the basic rate of 
20% from 2020, rather than 
at the landlord’s marginal 
rate. This change is being 
introduced on a phased 
basis from 2017. Wear and 
tear allowances on furnished 

residential property are being 
abolished. From April 2016, 
residential landlords will 
only be able to deduct the 
actual costs they incur on 
replacement of furnishings. 

Irish Budget 2016
The preparations for the 
October Budget are well 
underway. The government 
held a National Economic 
Dialogue in July to discuss 
the economic and social 
priorities for the Budget. 
Issues on the agenda 
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included the importance 
of the tax environment for 
entrepreneurs and income 
tax competitiveness to ensure 
continued economic growth 
and job creation. 

The Department of Finance 
held a public consultation on 
the role of the tax system in 
supporting entrepreneurship. 
It raised a number of questions 
on the tax reliefs currently 
available for entrepreneurs 
and startups and whether 
there is scope for greater 
alignment in the tax treatment 
of employees and the self-
employed. It will be interesting 
to see what proposals will 
be outlined in the Budget 
following the consultation. 

Tax appeal reform
The Finance (Tax Appeals) Bill 
2015 has been published. It 

outlines fundamental reforms 
of the role, functions and 
structure of the Office of 
the Appeal Commissioners. 
Some of the most significant 
proposed changes to the 
regime include: 

* The establishment of a Tax 
Appeals Commission.

* Appeals will be made 
directly by the taxpayer to 
the commission.

* A system for publication of 
appeal determinations is 
being introduced.

* The right of re-hearing of 
an appeal at the Circuit 
Court is to be removed. A 
case can be appealed to 
the High Court on a point 
of law. 

It had originally been 
proposed that the in-camera 
rule for appeals would be 
abolished. This would have 
meant that all tax appeals 
hearings would be held in 
public. While the default 
position in the bill is that 
appeals will be heard in 
public, a taxpayer has the right 
to have their appeal heard 
in private, at their request. 
Certain time limits apply for 
making this request. 

The timeline for the 
introduction of the reformed 
regime is not yet clear. The 
bill’s measures are to come 
into effect on the signing of 
a commencement order by 
the finance minister. Detailed 
transitional arrangements 
have been outlined in the 
bill to address appeal cases 
in progress when the new 
regime commences.

MyEnquiries launched
Revenue’s new MyEnquiries 
facility is now up and running. 
It has replaced the secure 
email system and enables 
agents and taxpayers send 
and receive emails securely to 
and from Revenue. If you were 
registered to use the secure 
email service you do not need 
to re-register for MyEnquiries. 
You can use your existing 
login details to access the 

service. You can 
access the service 
from the Revenue 
homepage 
www.revenue.
ie. Revenue 
has produced a 
useful manual on 
its website with 
screen shots of 
the MyEnquiries 
service and tips on 
using the service. 

Over the 
coming months 
Revenue will be 
further enhancing the service. 
ROS users will then be able to 
access MyEnquiries directly 
from ROS. PAYE customers will 
be able to access the service 
through a new MyAccount 
service currently under 
development. 

Tax clearance certificates
A new tax clearance 
certificate regime is being 
rolled out next year. From 1 
January 2016, all applications 
for tax clearance will be made 
through a new electronic tax 
clearance system. 

When you apply for tax 
clearance you will be provided 
with a tax clearance access 
number which you provide 
to the public services body 
seeking to confirm your tax 
clearance status. 

The body will then be able 
to access the system to verify 
your tax clearance online in 
real time. 

At the moment, when you 
are issued with a certificate it 
is valid for a certain period. 
As part of the new regime 
Revenue’s system will carry 
out regular checks on your tax 
status and update your tax 
clearance status accordingly.
It will therefore be particularly 
important to ensure you keep 
up to date with your taxes, 
to ensure you retain your tax 
clearance status.

While the new regime is 
rolling out from January 2016, 
as a transitional measure 
certificates issued over the 

coming months will have a 31 
March 2016 cut-off date.  

CAT agricultural relief
The Finance Act 2014 made a 
number of important changes 
to capital acquisitions tax relief 
on gifts or inheritances of 
agricultural property. 

One of the most significant 
changes was the introduction 
of a new ‘active farmer’ 
test, eg to qualify for relief 
the recipient of the gift or 
inheritance needs to actively 
farm the property on a 
commercial basis or lease it to 
someone who does so. 

Revenue has now 
published frequently asked 
questions on its website 
addressing the most common 
questions arising from this. 
The questions make important 
reading if you have any clients 
who may be able to avail of 
this relief. 

The questions address a 
range of issues including:

* When part-time farmers 
may claim relief.

* Record-keeping.

* Relief for forestry 
operations.

* Farming through a 
company.

* Retaining the farmhouse 
as a home or holiday 
home while leasing the 
farmland. ■

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

It will be 
interesting 

to see what 
proposals will be 

outlined in the 
Budget following 

the public 
consultation

◄ Farming today
New ‘active  farmer’ test 
for capital acquisitions tax 
relief
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Tax diary
The Irish Tax Institute supplies important dates and deadlines for September/October 
2015, which financial professionals working in Ireland will need to take note of

General

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

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

VAT
19 September
Bi-monthly VAT3 return and 
payment for the period July/
August 2015 (ROS extension 
to 23 September 2015).

RCT
23 September
Monthly RCT return and 
payment date (if required) 
for August 2015 (principal 
contractors file via ROS).

VAT
30 September 
Deadline for cross-border VAT 
repayment claims for 2014.

Companies

DWT
14 September 
Dividend withholding tax 
return filing and payment 
date (for distributions made in 
August 2015).

Corporation tax
21 September
Due date for payment of 
preliminary tax for companies 
with a financial year ended 31 
October 2015 (ROS extension 
to 23 September 2015).

Corporation tax
21 September
Due date for payment 
of initial instalments of 
preliminary tax for large 
companies with a financial 
year ended 31 March 
2016 (ROS extension to 23 
September 2015).

Corporation tax
21 September
Last date for filing corporation 
tax return and making final 
payment for financial year 
ending on 31 December 
2014 (ROS extension to 23 
September 2015).

Form 46G – return of 
third party information
30 September 
Last date for filing third party 
payments return 46G for 
companies with a financial year 
ending on 31 December 2014.

General

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

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

RCT
23 October
Monthly RCT return and 
payment date (if required) for 
September 2015 (principal 
contractors file via ROS).

Capital acquisitions tax
31 October
Return and payment of CAT 
for gifts and inheritances with 
a valuation date in the 12 
month period ended 31 August 
2015 (ROS extension to 12 
November 2015). 

Capital gains tax
31 October
Return of capital gains for 2014.

Income tax
31 October
Due date for payment of 
preliminary tax for 2015, 
payment of balance of 
liability for 2014 and filing 
of income tax return for 
2014 (ROS extension to 
12 November 2015). 

Companies

DWT
14 October
Dividend withholding tax 
return filing and payment 

date (for distributions made in 
September 2015).

Corporation tax
21 October
Due date for payment of 
preliminary tax for companies 
with a financial year ended 
30 November 2015 (ROS 
extension to 23 October 2015).

Corporation tax
21 October
Last date for filing corporation 
tax return and making 
final payment for financial 
year ended 31 January 
2015 (ROS extension to 23 
October 2015).  
 
Corporation tax
21 October
Due date for payment of initial 
instalments of preliminary tax 
for large companies with a 
financial year ended 30 April 
2016 (ROS extension to 23 
October 2015).

Form 46G – return of 
third party information
31 October
Last date for filing third party 
payments return 46G for 
companies with a financial year 
ending on 31 January 2015. ■

Information supplied by the 
Irish Tax Institute

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

Technical: Tax update

The latest news for tax practitioners in Northern Ireland NI tax update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly roundup  
of the latest developments relevant to practitioners in Northern Ireland

Time to pay 
HMRC has introduced 
mandatory payment 
by direct debit for 
taxpayers who use time-to-
pay arrangements. 

It has said that it is not 
its ‘intention to routinely 
revisit any existing non-direct 
debit agreements; however, 
for any new agreements we 
will expect the customer to 
agree to payment by direct 
debit’. The updated guidance 
is at bit.ly/hmrc-ttp.

Annual pension 
allowance: high earners
New section 228ZA, 
introduced in the summer 
Finance Bill, provides the 
formula for calculating the 
reduction in the annual 
allowance if the individual 
is a high-income individual 
for the tax year. Where this 
applies to the individual’s 
annual allowance for that 
tax year, which for 2016-17 
would normally be £40,000, 
it is reduced gradually to 
£10,000 based on the amount 
their adjusted income 
exceeds £150,000. 

This means that for 
2016-17, a high-income 
individual will have their 
annual allowance reduced by 
£1 for every £2 by which their 
adjusted income exceeds 
£150,000. Where the adjusted 
income is £210,000 or above, 
the individual’s annual 
allowance will be £10,000. 

Annual investment 
allowance
The following example is from 
the explanatory notes to the 
summer Finance Bill regarding 
the permanent annual 
investment allowance (AIA) of 

£200,000 from January:
A company with a 

chargeable period from 
1 April 2015 to 31 March 2016 
would calculate its maximum 
AIA entitlement for the whole 
period based on: 

* the proportion of the 
period from 1 April 2015 to 
31 December 2015, ie 9/12 
x £500,000 = £375,000, and 

* the proportion of the 

period from 1 January 2016 
to 31 March 2016, ie 3/12 x 
£200,000 = £50,000. 

The company’s maximum AIA 
for the whole period would 
therefore be £425,000. 

If the company incurred 
no qualifying expenditure 
in the period 1 April 2015 
to 31 December 2015 and 
then spent, say, £60,000 
in the period 1 January 

2016 to 31 March 2016, the 
maximum AIA available to 
that company for expenditure 
in that particular part 
period would be limited 
to £50,000. Writing-down 
allowances would then be 
available for the remaining 
unrelieved £10,000.

You can find a guide on 
AIA at www.accaglobal.com/
advisory. ■

Direct marketing VAT guidance

Revenue and Customs Brief 10 (2015): VAT – direct marketing services using printed  
matter explains HMRC’s approach to supplies of direct marketing that have been wrongly 
treated as zero-rated supplies of delivered goods. It highlights that anyone who makes or 
receives supplies of direct marketing services using printed matter should consider the  
impact of this brief. 

It has been acknowledged that in ‘the context of direct marketing using printed matter, 
there have been occasions where what is to be treated as a zero-rated supply of delivered 
goods or a standard-rated service has been misunderstood based on the guidance 
provided in the former VAT Notice 700/24 Postage and delivery charges’. 

HMRC states that ‘where there has been a misunderstanding by a supplier about 
the VAT treatment of direct marketing using printed matter, we will not take any 
retrospective action for supplies made prior to 1 August 2015 where the supplier has 

zero-rated a separate 
single supply consisting 
of either addressed  or 
unaddressed mail only’.

HMRC has updated 
guidance in VAT Notice 
700/24: postage, delivery 
charges and direct 
marketing and VAT 
Notice 701/10: zero-rating 
of books and other forms 
of printed matter to 
provide greater clarity. It 
has also highlighted that 
suppliers must notify their 
intention to adopt the 
transitional arrangements 
to HMRC by 30 November.

You can find links and 
guidance on VAT Notices 
and Revenue & Customs 
Briefs at www.accaglobal.
com/advisory.
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A look inside the Lab
The UK’s Financial Reporting Lab works to develop high-quality and innovative corporate 
reporting, as Carl Renner and Thomas Toomse-Smith explain

The size and depth of the 
capital market in the UK 
mean that it is often seen 
to be at the leading edge 
when it comes to corporate 
reporting. The UK’s Financial 
Reporting Council (FRC) 
supports high-quality 
and innovative corporate 
reporting to provide 
investors with high-quality 
information on which to base 
their investment decisions. 

Room for improvement
UK companies present a 
wide diversity in quality and 
depth of corporate reporting. 
The long-established 
corporate governance 
reporting regime and the 
more recent introduction of 
the strategic report (a more 

reporting to meet 
their needs better. 

Company 
boards and 
executives express 
frustration with 
the complexity 
and myriad 
requirements of the 
current regime, and 
seek a signifi cant 
step-change 
in disclosure. 
Meanwhile 
investors can be 
left struggling to 

understand the underlying 
performance of an entity, and 
signifi cant time is required to 
locate information that can be 
very basic. 

To help companies 
address these issues, in late 

The Lab allows 
listed corporates, 

investors and 
analysts to 

develop pragmatic 
solutions to 

reporting needs

investors’ needs better. The 
Lab offers an environment 
where listed corporates (both 
large and small), investors and 
analysts can all come together 
to develop pragmatic 
solutions to reporting 
needs. It is not about 
developing new standards 
or requirements. Lab 
reports represent practical, 
market-led suggestions of 
best practice rather than 
regulations. 

How the Lab works
The Lab conducts projects on 
areas of corporate reporting 
(covering all mediums, not 
just the annual report and 
accounts), looking at ways to 
enhance current practice to 
meet investors’ needs better. 

The FRC’s mission

The goal of the UK’s Financial Reporting Council is to 
promote high-quality corporate governance and reporting 
to foster investment. It does this by:

* maintaining the UK’s corporate governance and 
stewardship codes, which foster trust in the way 
companies are run 

* implementing and monitoring standards for corporate 
reporting that promote reports that are fair, balanced 
and understandable as well as clear and concise 

* developing standards and behaviours to enhance 
confidence in the value and quality of audit

* overseeing standards that underpin high-quality 
actuarial practice, and the integrity, competence and 
transparency of the actuarial profession

* operating effective, proportionate and independent 
investigative, monitoring and disciplinary procedures to 
safeguard auditor, accountant and actuary integrity

* influencing key developments in issues that affect 
stakeholders in the UK and internationally 

* engaging with stakeholders at every stage of the 
process to ensure the FRC is responsive to their needs

* operating the Financial Reporting Lab to bring 
together companies and investors to collaborate on 
improvements and innovations to reporting.

focused strategic section 
of the annual report) have 
acted as spurs to innovation. 
However, companies and 
investors identify an untapped 
opportunity to improve the 
effectiveness of corporate 

2011 the FRC established its 
Financial Reporting Lab as a 
unique mechanism to help 
facilitate good practice and 
to propagate innovation in 
corporate reporting. 

What the Lab is
The Lab is a team within the 
FRC dedicated to improving 
corporate reporting to meet 

The Lab works with 
companies and investors to 
identify – and, if necessary, 
to develop – different 
approaches to reporting and 
disclosure. It then seeks to test 
these models with investors. 
Investor views are obtained 
through various mechanisms 
including in-depth interviews 
and roundtables. 
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The Lab works for the 
following reasons:

* It provides a forum 
for exchanging views. 
Management may meet 
with analysts and investors 
on a regular basis. The 
Lab facilitates discussion 
of reporting challenges 
and gathers input from 
investors on the most 
helpful approaches. 

* It supports innovation 
by companies. Change 
can be seen as bringing 
risk. By providing a hub 
to support the process 
of innovation – where 
knowledge and innovation 
in reporting formats is 
shared – the Lab offers 
the potential to accelerate 
change to the reporting 
model and enhance the 
risk-reward equation for 
those involved.

* It shares the benefits of 
change, promulgating 
best practice across the 
market and internationally, 
by making its reports 
freely available.

usefulness of reporting for 
companies and investors. 
Topics include: the reporting 
of reconciliations showing 
changes in net debt over 

For more information:

The Financial Reporting Lab is at frc.org.uk/lab 

Lab reports are at www.frc.org.uk/Lab/Reports

Influence of the Lab

The Lab infl uences corporate reporting in a number of ways. For some projects, this can be 
seen directly in the reporting by companies, or in the take-up by regulators and standard-
setters through their agenda setting, and ultimately the reporting requirements themselves. 
For other projects, it is expected that the Lab’s specifi c infl uence will be in a more subtle 
manner. For example, the Lab’s work in demonstrating and encouraging steps on more 
clear and concise reporting, supporting the FRC-wide initiative on this, may not be capable 
of being directly linked to its specifi c infl uence, but it is worth trying to assess the overall or 
collective impact of the FRC initiative. 

Standard-setters
The Lab’s reports can serve as evidence for standard-setters as well as help companies 
with implementation. The Lab team regularly share observations with the International 
Accounting Standards Board (IASB) and its staff. Following the Lab’s work on cashfl ows and 
net debt, the IASB proposed improvements in disclosure relating to changes in liabilities for 
fi nancing instruments, and restrictions on cash. The Lab’s work on net debt and cashfl ows 
provides evidence for investor information requirements in this area. If the IASB proposal is 
adopted, the requirements could result in current best practices being widely adopted.   

The IASB also published an update to IAS 1, which emphasises fl exibility in ordering 
footnotes on a systematic basis, including fl exibility of reporting accounting policy disclosure 
in a single note or including policy information within each topical note. This facilitates 
company adoption of investor preferences.

Developing practice
As a key mechanism for testing investor and company views, the UK government’s 
Department for Business Innovation and Skills asked the Lab to undertake a project on 
important changes in remuneration reporting. The output of the Lab’s work fed into the 
fi nal regulations and provided an important way to refl ect pragmatic company and investor 
thinking on developing areas of reporting.

the period; clarifying debt 
amounts and their maturity; 
clear cashfl ow reporting that 
shows the conversion from 
operating profi ts to cashfl ows; 
meaningful accounting 
policy disclosure; and how 
audit committees can best 
communicate their activities. 

Current Lab projects are 
looking at how companies 
disclose their dividend policy 
and capacity to pay dividends, 
and how companies are 
meeting the challenges of 
corporate reporting using 
digital media. ■

Carl Renner and Thomas 
Toomse-Smith are project 
directors at the Financial 
Reporting Lab

The Lab agenda
It is important that companies 
and investors drive the Lab 
agenda by identifying the 
areas of reporting that they 
would like to address. The 
priorities of the Lab are 
primarily determined by 
such stakeholders, and are 
also informed by an advisory 
steering group consisting 

of individuals across the UK 
reporting community who are 
keen to enable change.

Areas of action
To date, the Lab has published 
nine reports and case studies. 
These reports cover a range 
of governance and fi nancial 
reporting topics and act as 
a catalyst for improving the 
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We have been 
working hard 

to improve the 
website, launching 

a new home page 
and building 

a new section 
for members

ACCA is using the fi ndings from recent membership surveys to provide members with a 
better all-round experience, as chief executive Helen Brand explains 

Acting on your feedback

Latest developments for members

* More user-friendly website with sector-specifi c hubs

* Accounting and Business magazine available on iPad, 
iPhone, Android devices and the web

* Range of CPD resources extended

* More affordable online learning resources

* Book discounts from Pearson and bookboon.com

* Offi cial Microsoft Offi ce Specialist (MOS) – Excel 
2010/2013 certifi cation

* Further qualification opportunities from UoL and IIA

* Coming soon: improved careers website.

Our most recent 
membership survey brought 
plenty of good news. The 
overwhelming majority 
of respondents say they 
are proud to be members 
of ACCA, and more than 
two-thirds told us that the 
ACCA Qualifi cation increases 
their career prospects 
and earning potential. But 
membership feedback is also 
an essential part of fi nding 
ways to improve – that’s 
why we regularly ask you 
if we are doing what you 
expect of us. 

It’s my job to make sure 
we act on what you tell us 
and take every opportunity 
to ensure that ACCA is 
offering the best possible 
value to members. Our latest 
research has given us valuable 

guidance for the future and 
showed where we need to 
focus our attention. 

Online improvements
The main request was to make 
it easier to fi nd the information 
you need on the website. 
Some of you also felt that 
accaglobal.com could be used 
more effectively to deliver 
services to members.

So this year we have been 
working hard to improve the 
site. We launched a new home 
page in March and have built 
a new section of the ACCA 
website for members; we 
began testing it in June, and 
are using feedback from a 
large group of members – 
which has been very positive 
so far – to refi ne the design 
before it is launched at the 
end of this year. We’ll be 
offering all members the 
chance to review the new 
section. Look out for an 
invitation in AB Direct.

You also told us that you 
wanted quicker access to 
sector-specifi c information. 
New developments on the 
website will make this easier, 
but we have also introduced a 
series of hubs on the website 

that bring together 
all the relevant 
resources for 
members working 
in key sectors: oil 
and gas, SMEs, 
fi nancial services, 
public services and 
not for profi t, and 
shared services/
outsourcing. 
There is also a 
hub specifi cally 
for members 
in practice and 
another for 

members working in the area 
of internal audit. 

In May, we launched a 
series of apps for Accounting 
and Business magazine that 
make its content accessible on 
iPads, iPhones and Android 
devices as well as on the web. 
The AB team is also working to 
include more video and audio 
content alongside the usual 
high-quality articles. 

Better access to CPD
The new members’ section of 
the website will be designed to 
give you better access to CPD 

– another frequent request that 
arose during our research. 

In June we carried out a 
CPD support survey, which 
attracted a fantastic response, 
from more than 5,300 members 
in 122 countries. We will be 
using the results of the survey 
to review our existing CPD 
resources and plan what we 
offer, and how we offer it, in the 
future. Many of you said that 
you would appreciate more 
fl exible CPD options such as 
webinar training and online 
lectures, which is something we 
are working on as a priority. 
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For more information:

To fi nd out about Pearson and Bookboon’s offers, go to 
www.accaglobal.com/ab/230

For more on the Certifi ed Internal Auditor certifi cation, 
visit www.accaglobal.com/ab/231

To download AB apps, go to www.accaglobal.com/ab

We will also make sure 
that what we offer is much 
easier for you to fi nd; the 
new members’ section of the 
website will incorporate a CPD 
resource fi nder that brings 
together all CPD opportunities 
on offer, from events to online 
learning, in a single location.

We are constantly 
increasing our range of 
online learning resources. 
One of our newest online 
resources, for example, gives 
members the opportunity to 
gain offi cial Microsoft Offi ce 
Specialist (MOS) – Excel 
2010/2013 certifi cation.

Your feedback told us that 
CPD needs to be not only 
fl exible but also affordable. So 
we are exploring how we can 
offer free and low-cost CPD. 
We have already put together 
a series of free business skills 
webinars and will begin trials 
of low-cost webinars shortly. 

Our commitment to 
negotiate the best deal for 
members was behind our 
arrangement with Pearson, 
which is offering ACCA 

members a 40% discount on 
hard copy and online books. 

We have also come to an 
agreement with bookboon.
com, under which ACCA 
members can subscribe to 800 
digital business books (rather 
like a Netfl ix for business) 
for £3.49 a month – a 30% 
discount on the usual price.

The aim is always to give 
our members the best-quality 
learning at the lowest possible 
price. Keep an eye out for 
special offers and promotions 
through the members’ section 
of the website.

Partnerships
Our formal partnerships with 
other membership bodies, 
trade associations, training 
providers and universities 
around the world are 
absolutely critical to us. 

The 90 global accountancy 
partnerships we have in 
place not only enhance 
the profi le and standing of 
ACCA members but also 
open up many new training 
opportunities and accelerated 

career access routes. 
Earlier this year we reached 

an agreement with the 
University of London for ACCA 
members and affi liates to gain 
a master’s by completing two 
modules – global issues for 
the fi nance professional, and a 
strategic fi nancial project.

Our most recent agreement 
is with the Institute of Internal 
Auditors, which has developed 
an ACCA-CIA challenge 
exam exclusively for ACCA 
members to become a 
Certifi ed Internal Auditor from 
November. Registration is 
open until 30 September. 

Employability and profile
The employability of our 
members is at the centre of all 

we do, and as part of this we 
will be putting signifi cant effort 
into developing our ACCA 
Careers site. 

The site is a valuable 
resource for members, offering 
job opportunities as well as a 
wealth of careers advice. You 
will start seeing many changes 
and improvements to the site 
over the coming year.

Some of our responses 
to your feedback will be very 
visible, but a lot more is going 
on behind the scenes. For 
example, you told us that 
maintaining and enhancing 
the profi le and reputation of 
ACCA and its Qualifi cation 
should continue to be a 
priority, and we plan to raise 
the profi le of what we do in 
this area as a result. 

ACCA and our members 
play a central role in 
infl uencing the development 
of the profession across 
the world, and we want to 
draw more attention to this 
work. We are represented by 
members on many infl uential 
bodies, we make sure the 
voice of our members is heard 
on many public consultations, 
and through our research 
and insights programme we 
develop innovative thinking 
and ideas that capture the 
attention of policymakers 
and the media, enhancing 
ACCA’s reputation. We make 
sure that our members are 
heard, respected and valued, 
and you will see this featuring 
more prominently throughout 
ACCA channels.

Everyone at ACCA wants 
the organisation to be as good 
as it can be; and we thank you 
for sharing your views so that 
we can do just that. ■

1
2

3

4

6
7 8

5

AB Direct 
weekly 
news and 
technical 
bulletinCPD Direct 

monthly 
ezine

My 
Development 
CPD area on 
the website 

Competency 
Framework

Social 
media (eg 
member 
LinkedIn) ACCA 

Careers 
website

R&I 
Insights 
app

We asked you how valuable you found your current member 
benefits, and here’s how you ranked them
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Council highlights
At its June meeting, Council discussed the 2014 annual report, endorsed the Regulatory 
Board’s work programme and looked at the Strategic Delivery Plan, among other topics

Council held a scheduled 
meeting on 20 June 2015. 
The guest presenter at 
the meeting was Antony 
Townsend, chairman of 
ACCA’s Regulatory Board, 
who presented the board’s 
annual report for 2014. 
The Regulatory Board was 
established in 2008 and 
brings together all of ACCA’s 
arrangements for regulation 
and discipline in a single 
entity. It stands at arm’s 
length from Council, and the 
majority of its members are 
lay individuals.

This was Townsend’s first 
chairman’s report to Council. 
It focused on the priorities 

for ACCA’s public interest 
functions, the board’s work 
programme for the next 
three years and how its 
arrangements need to change 
to meet the challenges ahead. 

An overarching theme in 
the report was that the public 
interest functions that the 
board oversees are central to 
the work of ACCA. 

ACCA’s 2020 Strategy 
includes numerous references 
to public value and the public 
interest, and the board sees 
its role as assuring Council 
that ACCA’s public interest 
functions are demonstrably 
delivered in the public interest.

Townsend’s presentation 
was followed by a 
question session 
with Council, 
after which 
Council agreed 
to endorse the 
board’s proposed 
direction and 
outline work 
programme for 
2015-17.

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

* Council discussed how the 
Strategic Delivery Plan will 
deliver ACCA’s difference 
in terms of reach, relevance 
and resources, for the 
benefit of members and 
other stakeholders.

* Council took a number 
of decisions around 
amendments to the 
strategic measures and 
targets for 2015-16 and 
updates to ACCA’s practical 
experience requirements.

* Council agreed 
recommendations from the 
Nominating Committee 
regarding membership 
of boards and standing 
committees in the coming 
Council year. It also agreed 
that there should be 
no change to Council’s 
standing orders for the 
2015-16 Council year.

* Council approved the 
financial statements, the 
corporate governance 
statement and the report 
from the Audit Committee 
for 2014-15, together with 
the text of ACCA’s 2014-15 
integrated report (see page 
82). It also approved the 
notice of meeting for the 
2015 AGM. The reporting 

A theme in the 
Regulatory Board’s 

report was that 
the public interest 
functions that the 

board oversees 
are central to the 

work of ACCA

suite of material is available 
at www.accaglobal.
com/agm, together with 
information relating to 
the AGM and council 
elections. (Members are 
asked to submit their votes 
by the closing date of 10 
September.)

* On international matters, 
Council was pleased to 
approve the renewal of the 
Agreement for Recognition 
Arrangements (as a Mutual 
Recognition Agreement) 
with the Hong Kong 
Institute of Certified Public 
Accountants (HKICPA).
In accordance with 
Membership Regulation 
3(f), Council agreed to 
invite nine senior CICPA 
members from China to 
become full members of 
ACCA, together with the 
accountant general of 
Malaysia, Dato’ Haji Che 
Pee bin Samsudin.

ACCA’s AGM will be held at 
1pm (BST) on Thursday 17 
September 2015 at 29 Lincoln’s 
Inn Fields, London. The AGM 
will be followed by the annual 
Council meeting, at which 
ACCA’s officers for 2015-16 will 
be chosen. ■
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Overmatter:

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

Cork

The Companies Act
17 September
18.00-20.00
Munster Members’ Network
John Lane, Holohan Law
Clarion Hotel, Lapps Quay
Two CPD units

Derry

Technical update
29 September
18.00-20.00
Ulster Members’ Network
Tom Penman, EY
City Hotel, Derry
Two CPD units

Limerick 

Fitness and probity
9 September
18.00-20.00
Munster Members’ Network
Anne Brennan, Central Bank
Clarion Hotel, Steamboat Quay
Two CPD units

Sligo

The new companies 
legislation
8 September
18.00-20.00
Connaught Members’ Network
Paul Keane, Reddy Charlton
The Glasshouse
Two CPD units

Dublin

Change management in 
periods of growth
10 September
18.15-20.15
Leinster Members’ Network
Nicola O’Neill, Harvest 
Resources
Hilton Hotel, Charlemont Place
Two CPD units

Income tax update 2014 
– prepare for Pay & File
15 September
09.30-16.30
Practitioners Network in 
partnership with Irish Tax 

Institute
Sarah Foster, EY
Hilton Hotel, Charlemont Place
Seven CPD units

Corporate reporting
16 September
09.30-16.30
Corporate sector
Liam Doran, Independent 
Colleges
Gibson HotelPoint Village
Seven CPD units

INED in the financial 
services sector
17 September
18.00–20.00
Financial Services Network
Tim Madigan, I-NED
Spencer Hotel, IFSC
Two CPD units

Building a better case
23 September
09.30-16.30
Corporate Sector
David Smith, Consultant
Gibson Hotel, Point Village

Seven CPD units

Business breakfast
25 September
07.30-9.00
Business Leaders’ Forum 
Stephen McCarthy, Allsops
Westbury Hotel
Two CPD units

Dundalk

Investment update
30 September
18.00-20.00
Leinster Members’ Network
Frank O’Brien, Investment 
Strategies
Crowne Plaza 
Two CPD units

Galway

The new companies 
legislation
15 September
18.00-20.00
Connaught Members’ Network
Paul Keane, Reddy Charlton
Clayton Hotel, Ballybrit
Two CPD units

Tralee

The Companies Act
23 September
18.00-20.00
George Kennedy, Holmes 
O’Malley Sexton
L108 Solas Building, Tralee IT
Two CPD units

Waterford

The new companies 
legislation
22 September
18.00-20.00
Munster Members’ Network
Paul Keane, Reddy Charlton
Tower Hotel
Two CPD units ■

►Clarion Hotel on 
Lapp’s Quay, Cork City
The venue for a Munster 
Members’ Network 
event looking at The 
Companies Act
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How are we doing?
ACCA’s fourth integrated report examines the performance and 
vision in the first year of its strategy to 2020

ACCA has published its 
fourth annual integrated 
report (IR) on its performance 
for the year ended 31 March. 

ACCA was an early adopter 
of integrated reporting and 
was the first international 
professional body to 
produce a report around 
the International Integrated 
Reporting Council’s emerging 
IR framework back in 2011.

Every year, ACCA looks to 
develop its reports based on 
feedback from readers, and 
consults groups of members 
and other stakeholders around 
the world on what and how it 
reports. This year, workshops 
were held in China, Malaysia, 
Nigeria, Pakistan, Poland, the 
UK and the US – the largest 
consultation exercise to date. 

As a result of the feedback, 
ACCA has focused on overall 
corporate performance, 
explained how it engages with 
stakeholders and the influence 
they’ve had, and highlighted 
the assurance measures it 
takes, in addition to other 
changes to present how it has 
performed more clearly.

This year’s report focuses 
on ACCA’s new strategy, 
designed to take it forward to 
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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

2020. ACCA’s vision is to be 
number one in developing 
professional accountants the 
world needs; the report looks 
at the substantial progress 
made towards this in 2014/15 
and highlights ambitious plans 
for the future.

‘The past 12 months has 
been about both establishing 
immediate impetus behind the 
strategy and investing for the 
future so we are in the best 
position to deliver our vision 
on behalf of our members,’ 
said Helen Brand, ACCA 
chief executive. 

‘This has resulted in 
some significant operational 
changes during the year. We 
have a new, focused executive 
team and a new organisational 

structure that underpins it, 
firmly aligned to the execution 
of our strategy to 2020.

‘As our report illustrates, 
we have made a solid start 
in this first year of our new 
strategy. But it will require 
continued effort and vision 
and the ability to respond to 
market needs with agility and 
flexibility – thinking about 
what we can do differently to 
enable our stakeholders to 
meet their goals.’

David Willingham, ACCA 
head of strategic performance, 
said: ‘We adopted IR primarily 
to present a clear picture of 
our strategic progress and as 
a means of being accountable 
and transparent to all our 
stakeholders. Members 
have invested significantly 
in their ACCA Qualification, 
and they need to know that 
this investment is being 
safeguarded. Above all, we 
aim to show how we and our 
members are delivering public 
value – that is, acting in the 
public interest, promoting 
ethical business and 
supporting economic growth.’

ACCA’s 110th annual general 
meeting is on 17 September

Vocational education key to European renaissance

A conference has called for action on the skills gap and educational mismatches in Europe. 
Organised by ACCA and PwC, and hosted by MEP Martina Dlabajova at the European 
Parliament in Brussels, the conference concluded that a change of perception was needed 
about ‘traditional manual’ professions and vocational education and training. 

With the European Commission’s top priority being to get Europe growing again and 
people back to work, the panellists considered how to address the ‘skills gap’ between 
EU education systems and the real needs of employers. They called for policies to make 
‘traditional manual professions’ and vocational education and training more attractive to 
young people. The aim, they said, should be to develop soft skills, and also managerial and 
entrepreneurial skills, combined with a strong focus on employment, which means making 
apprenticeships more attractive. 

Expert views: IR

Watch our videos 
with Paul Druckman, 
CEO of IIRC, and John 
Lelliott, FD of The 
Crown Estate, on the 
importance to business 
of an integrated report. 
Go to www.accaglobal.
com/ab/videos
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