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Local government is facing a time of signifi cant change, with auditors playing a key 
role in the culture of transformation, as our keynote interviewee Noel O’Connell 
FCCA explains. I’ve highlighted some articles you shouldn’t miss below   

DEBT - THE NEXT GENERATION?
Among the criticisms of the government’s recent 
promissory note deal, one persistent argument is of its 
unfairness to future generations, who will be left picking up 
the tab for our rampant profligacy.

The idea of  today’s public debt as tomorrow’s unfair 
burden is an emotive one, but does it rest on anything 
stronger than indignation? One might argue, first of  all, 
that ‘generation’ is a somewhat indefinite term. A great 
many people working today will also be working in 27 years, 
when the first of  the debt is to be paid off. Secondly, while 
the payment of  the principle gets kicked down the road, 
the payment of  interest rests firmly on current working 
shoulders.

The reality is that public debt is a continuum, invariably 
rolled over rather than paid off, and the key to doing this is 
convincing the markets you can honour your debts. While the 
billions owed will never be a trivial amount, 27-to-40 years of  
economic growth and inflation can only serve to make them 
a far more manageable proposition. If  they do not, then the 
Irish economy has far greater problems than a defunct bank 
to contend with.

The promissory note may well go down as yet another 
‘Irish solution to an Irish problem’ and those who believe 
that at least some of  the debt could have been absolved will 
long argue as to its unfairness.

However, it is current and not future generations who will 
bear the consequences of  the decision made. Whatever its 
imperfections, the deal means the country ‘lives to fight 
another day’, a position Irish people, and the Irish psyche, 
would seem to be largely comfortable with.

Donal Nugent, donal.nugent@accaglobal.com 

INTO EXILE
As recent events 
show, it’s not 
only corporates 
that have become 
embroiled in 
the fair tax 
controversy 
Page 16
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How collaboration 
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CPD
Accounting and Business is a rich source of 
CPD. If you read it to keep yourself up to 
date, it will contribute to your non-verifi able 
CPD. If you read an article, learn something 
new and apply that learning in some way, it 
will contribute to your verifi able CPD. Each 
month, we also publish an article or two with 
related questions to answer. If they are 
relevant to your development needs, they 
can also contribute to your verifi able CPD. 
One hour of learning equates to one unit of 
CPD. For more, go to 
www.accaglobal.com/members/cpd
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01 Egypt’s 
pyramids join 

the list of  buildings 
turning green for this 
year’s St Patrick’s Day 
celebrations

02The first 
shipment of  live 

cattle from Ireland to 
Libya since the mid-
1990s took place in 
February

03 BlackBerry 
shares jumped 

15% following the 
launch of  the company’s 
new Z10 touchscreen 
handset, unveiled by CEO 
Thorsten Heins

News in pictures6
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04Whistling singer 
Roger Whittaker 

offers his luxury Galway 
home for sale by auction 
at a knockdown price

05 South Korean 
rapper Psy, whose 

Gangnam Style video was 
the first to break one 
billion views on YouTube, 
has now earned US$8m 
in ad revenue 

06 Canada was the 
latest country 

to withdraw its lowest-
denomination coin from 
circulation. For more 
on the end of  cash, see 
February’s AB Ireland

07The state agreed 
to sell Irish Life 

to a Canadian firm 
for €1.3bn. See news 
roundup
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MIXED SIGNALS
A recent survey of business sentiment 
by Deloitte suggests that Irish CFOs 
believe we have further to travel along 
the road to recovery.

79%
14%

29% 15%

23%
25%

8%

27% 29%

of respondents believe the 
economic, social and political 

benefits of hosting the EU 
presidency will outweigh the 

financial costs involved.

 The amount 
net optimism 

fell in Q4 
2012.

  of CFOs believe their 
company has already 
returned to growth 

this quarter but real 
economic growth is 

still another year away 
at least. 

 of respondents cite 
market uncertainty 
as a key external 

financial challenge 
facing their business.

What is your company, or your parent 
company’s preferred method of funding?

What are the top three external financial 
challenges currently facing your business today?

50%

43
%

23
%

20
%

11
%

3%

0%

40
%

26
%

13
%

13
%

4%

4%

35
%

30
%

16
% 16

%

0%

3%

46
%

14
%

18
%

18
%

4%

0%

40%

30%

20%

10%

0%
Bank 

(domestic)
Bank 

(overseas)
Equity Corporate 

bonds
Leasing

Q1 2012

Low growth

Market uncertainty

Europe’s sovereign debt crisis

Financial stress

Global recession

Q2 2012

Q3 2012

Q4 2012

Reduced 
dividend 
payments

8 News in graphics
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CEO CONCERNS
Only 36% of global CEOs 
are ‘very confident’ of 
their company’s growth 
prospects in the next 
12 months, according 
to PwC’s 16th Annual 
Global CEO Survey, which 
polled 1,330 CEOs in 68 
countries. That’s down 
from 40% who were ‘very 
confident’ of short-term 
growth last year and 48% 
in 2011, but still above 
the lows of 31% and 
21% in 2010 and 2009. 
Volatile conditions top the 
list of business threats, 
but concerns vary by 
where CEOs are located.

TAKING A DIP – GLOBAL CORPORATE TAX RATE
The global corporate tax rate average declined very slightly by 0.09% to 24.43% over the year, 
according to the annual Corporate and Indirect Tax Rate Survey from KPMG International.  
Many country budget proposals include corporate tax rate reductions in 2013, including the UK.

KEY

POSITIVE 
ATTITUDES
People in Trinidad and 
Tobago and Ireland 
are among the most 
positive in the world, 
with Singaporeans 
among the least 
positive, according to 
a recent Gallup poll.
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MORTGAGES STABILISE
Some 6,000 mortgages, valued at 
just under €1bn, were issued in the 
final quarter of  2012. According 
to figures from the Irish Banking 
Federation, mortgage lending rose 
by 56% in value terms and 57% in 
terms of  volume of  loans compared 
to the year-earlier figure. First-time 
buyers represented 60% of  the 
new mortgage loans, while home 
owners moving to a new property 
represented 25% of  loans. Overall, 
mortgage lending remained at its 
lowest level in over three decades.

IRISH LIFE SOLD
The government agreed the sale of  
Irish Life to Canadian firm Great-
West for €1.3bn in February. The 
sale to the parent company of  
Canada Life will see the state recoup 
its entire investment in Irish Life, 
according to minister for finance 
Michael Noonan. An attempt to sell 
the company two years ago stalled 
when the bids received failed to 
meet the state’s valuation of  the life 
assurance firm. Irish Life has over 

€37bn of  assets under management 
and employs some 2,200 people in 
Ireland. Commenting on the deal, Allen 
Loney, president and chief  executive 
of  Great-West Lifeco said: ‘It allows us 
to achieve – with a single transaction 
– the leading position in life insurance, 
pensions and investment management, 
and is consistent with Great-West 
Lifeco’s global business strategy of  
developing significant market positions 
in the sectors where the company 
participates.’

BILLS AUCTION
The National Treasury Management 
Agency held its sixth auction of  
Treasury Bills in February, offering 
€500m of  Treasury Bills with a three-
month maturity similar to the Treasury 
Bills auction in January. Speaking 
in advance of  the auction, Danske 
Bank’s Owen Callen said they ‘expect 
the NTMA to begin rolling out regular 
monthly auctions of  long-dated bonds 
as they prepare to exit the Troika 
funding programme at the end of  this 
year’.

PATENT RULES
New EU rules allow Irish businesses to 
register their innovations on a Europe-
wide, rather than country-by-country 
basis. The rules, which came into effect 
in February, are seen as representing 
the last official step in creating a single 
market in the EU for patents and will 
allow for significant savings for Irish 
businesses seeking patent coverage in 
Europe. Minister for jobs, enterprise 
and innovation Richard Bruton 
described the move as a ‘truly historic 
moment and an important milestone 
in the continued development of  the 
Single Market’.

PERFECT SCORE
Ireland has been awarded a perfect 
score of  0.0% by the EU’s ‘Internal 
Market Scoreboard’, meaning the 
country has put all due directives into 
force on time. The award represents 
only the second time a Member 
State has achieved a perfect score 
in directive compliance. Internal 
market directives cover areas such 
as measures to simplify paperwork, 
common standards for consumer 
goods and creating a level playing field 
for e-commerce providers.

TECH JOBS
Facebook announced an expansion 
to its Irish workforce in February, 
with plans to add 100 positions at its 
European headquarters in Dublin. The 
move will bring numbers employed 
at the Dublin base to 500, with key 
positions in advertising, safety and 
user operations. The announcement 
came just days after online auction site 
eBay announced it would create 450 
posts in a new site at Dundalk, 
Co. Louth.

MORTGAGE MOVES
AIB has announced plans to ease 
terms on some 2,000 mortgages, 
according to the bank’s chief  executive 
David Duffy. Speaking to Bloomberg in 
February, Duffy said that the arrears 
would chiefly be tackled through 
putting part of  the loan repayments 
on hold until borrower circumstances 
improved. The move follows criticism 

X

10 News round-up

CAYMANS TO IMPROVE REPORTING 
The Cayman Islands intends to 
introduce new levels of transparency 
in financial reporting for companies 
registered there, according to the 
Financial Times. The islands are 
currently listed as the second least 
transparent jurisdiction in the world 
by the Tax Justice Network. The 
Cayman Islands Monetary Authority 
(CIMA) is reported to have written 
to companies seeking their views on 
the proposals which will reportedly 
include public disclosure of the names 
of companies and directors, with all 
directors required to pass a threshold 
of competence. The Cayman Islands 
has been under pressure to improve 
its companies’ corporate governance. 
The OECD and non-governmental 
organisations have expressed concern, 
as have pensions funds unhappy at the 
opacity of some hedge funds. CIMA did 
not respond to a request to comment. 
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from regulators that Irish banks have 
been too slow to reduce the number 
of  loans in arrears. Figures for Q3 
2012 show that over 11% of  loans 
on private homes were at least three 
months in arrears.

BIG BEER
Global drinks company Diageo 
advanced plans for the launch of  a 
new €153m brewery in St James’ 
Gate, Dublin, in February, following the 
delivery of  10 giant brewing vessels 
to the city-centre plant. Diageo says 
the vessels will facilitate the brewing 
of  40m pints of  stout and beer each 
week, with most of  this destined for 
export markets across the world. The 
new plant will start producing beer 
in June this year and project leader 
Paul Armstrong said the arrival of  
the vessels ‘symbolises that the 
long term future of  brewing in the 
heart of  Dublin is secure for the next 
generation’.

MF GLOBAL CREDITORS HOPE
Creditors of  the collapsed brokerage 
MF Global may recover all their funds 
under plans submitted to a New York 
bankruptcy court. Trustee Louis Freeh 
put forward the plans, which would 
provide at least 93% recovery of  
funds for unsecured creditors and full 
recovery for secured creditors. The key 
to the improved outlook for creditors 
was a full payout by European 
sovereign bonds, in which MF Global 
had invested US$6.3bn. Fears that the 
brokerage would make a large loss on 
the bonds had led to credit ratings 
downgrades which triggered the 
collapse of  the business.

TOBIN TAX ‘TO GENERATE €30BN’
The Financial Transactions Tax is 
expected to generate between €30bn 
and €35bn annually, European 
Commission officials have calculated. 
Only 11 of  the eurozone nations 
are likely to implement the tax on 
transactions within the eurozone, 
although there are suggestions 
that attempts will be made to also 
impose the tax on euro-denominated 
trades outside the eurozone. Six 

eurozone nations and 10 non-euro 
member states will not adopt the 
tax. It is unofficially known as the 
Tobin Tax after economist James 
Tobin, who proposed a transaction 
tax to create disincentives against 
monetary speculation and to finance 
global development.

RUSSIAN AUDITS CRITICISED
A review by the Federal Service of  
Financial and Budgetary Oversight 
of  the work of  Russian audit firms 
has revealed significant failings. 
Checks on audits by 117 firms 
found that only 10 made absolutely 
no mistakes. In addition, seven 
audit firms were reported to have 
deliberately evaded proper inspection 
and have been referred for detailed 
investigation. Firms that committed 
serious violations were penalised with 
fines. Russia’s Ministry of  Finance did 
not respond to a request for comment.

BUSINESS CONFIDENCE FALLS
There was a marginal fall in 
business confidence among finance 
professionals in the last quarter of  
2012. The Global Economic Conditions 

Survey of  1,994 finance professionals 
was conducted for ACCA and the 
Institute of  Management Accountants 
and is the world’s largest economic 
survey of  accountants. Some 43% of  
respondents reported reduced levels 
of  business confidence, compared 
with 41% in the third quarter. Only 
19% reported increased business 
confidence. There were slight 
improvements in business confidence 
in Western Europe, Africa and Asia, but 
a loss of  confidence in the Middle East.

CUT DISCLOSURE OVERLOAD
There is overwhelming support for 
reducing the size of  company reports, 
according to responses to a survey by 
the International Accounting Standards 
Board. More than 80% of  respondents 
said that improvements could be made 
to the way that financial information 
is disclosed. Most preparers said that 
the primary problem is that disclosure 
requirements are too extensive. But 
many users said that preparers could 
do more to improve the communication 
of  the most relevant information within 
financial statements.

11News round-up

BRICS ‘FACE COMPETITION’ 
Brazil, Russia, India and China 
(BRIC) could lose out to ‘new’ 
emerging markets such as Turkey and 
Mexico, according to Ernst &Young’s 
latest annual globalisation report. A 
second tier of non-BRIC rapid-growth 
nations are emerging as hotspots 
for trade and investment, says the 
report. Turkey, Mexico and Indonesia 
are already achieving rates of gross 
domestic product growth close to 
those of China and India, while Peru, 
Colombia, Venezuela, Malaysia, 
Vietnam and parts of Africa could 
become particularly attractive and 
dynamic investment destinations. 
However, investors are advised 
to diversify their commitments 
to include mature markets, with 
North America and Western Europe 
remaining of critical importance. 
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J
ust as necessity is the mother 
of invention, reform is usually 
the offspring of adversity. 
When Putting People First – An 

Action Programme for Effective Local 
Government was published in October 
2012, the need for restructuring to 
provide value for money may have 
been at the heart of its messaging, 
but few doubted that it was difficult 
economic circumstances that created 
the context for some of the most 
far-reaching changes in the history 
of local government. Expected to 
be implemented in time for the 
local elections in 2014, the action 
programme is, in reality, just part 
of the daily agenda of change that is 
impacting on virtually every section of 
local government. 

The Local Government Audit Service 
(LGAS) has long provided independent 
scrutiny of  the financial stewardship of  
local authorities and other local bodies 
in Ireland. 

A division of  the Department of  the 
Environment, Community and Local 
Government, and based in the historic 
Custom House, Dublin, LGAS operates 
a statutory code of  audit practice that 
comprehensively sets out its role, from 
the purpose of  audits and the powers 
and duties of  auditors, to the audit 
approach, the outputs from audit and 
public accountability. 

The LGAS audits around 180 local 
bodies, which includes the 34 city and 
county councils and the 80 borough 
and town councils. 

Review
With accountability the catch-cry of  
modern government, LGAS’s central 

role in the new programme might 
have seemed a foregone conclusion, 
particularly as the financial position of  
local government is subject to quarterly 
reporting to the EU/IMF. However, for 
some time, there was a question mark 
over whether LGAS would be subsumed 
into a larger body in the quest for cost 
savings. ‘We are just coming out of  
an extensive review process and it has 
proved to be an important validation of  
the role of  the LGAS,’ Noel O’Connell 
FCCA, director of  audit, Local 
Government Audit Service, explains. 
With its organisational integrity to 
be maintained, one dividend of  the 
review process is that LGAS will now 
work more closely with the Office of  
the Comptroller and Auditor General 
(OCAG), which oversees the audit of  
government departments and bodies. 
‘We are seeing the fostering of  a new 
relationship with the OCAG that, I 
believe, will be beneficial for everyone. 
It has been a good outcome from what 
was a challenging time for us.’

Complexity
Having seen local government up close 
for over three decades, O’Connell 
stresses that a key point, frequently 
glossed over in discussions about its 
effectiveness, is just how complex its 
service provision is. ‘In all our 
communities, we see local authority 
activities on a daily basis, but I don’t 
think local government gets the praise 
or credit for the journey it has been on.’ 
He points to the accrual accounting 
system implemented in 2002-2004 as 
an example. ‘Local authorities are now 
required to produce full accrual 
accounting. There are great 

complexities to producing a balance 
sheet for areas such as housing 
loans, capital projects, rents and 
rates, and the roll out to full accrual 
accounting has been a testament to 
the sector’s professionalism. I think it 
has been a tremendous journey. 
Unfortunately, one always hears of  
the failures but we don’t tend to 
celebrate the successes.’ 

A further significant development 
over the last decade was the 
introduction of  statutory audit 
committees. ‘In 2006, statutory audit 
committees were established in all 
city and county councils. This was 
very much driven by the Department 
of  the Environment, Community and 
Local Government, and the LGAS was 
central to that. We could see the 
benefit of  these committees and I 
think they have been a major success 
in terms of  raising standards and 
driving better corporate governance 
across the board. Today, the audit 
committees play a major role in 
terms of  the accountability of  local 
government and in driving the agenda 
of  change.’

Experience has led him to 
challenge the stereotype of  local 
government as resistant to change. 
‘If  you look at some challenges 
thrown at local government in just 
the last few years, and how it has 
dealt with them, I think it shows they 
are well capable of  reacting to 
change. The entire sector has gone 
from approximately 37,000 
employees in 2008 to 28,000 today. 
They are under a lot of  pressure and, 
in general, they are handling it very 
well.’ 

CUSTOM MADE
An independent voice at the heart of local government, the Local Government Audit 
Service is gearing up for the challenges ahead, as Noel O’Connell FCCA explains
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Best practice
All these developments have taken 
place against the backdrop of  much 
broader cultural change within local 
government, which has seen the image 
of  the county and city councils change 
from somewhat archaic institutions to 
more open and consumer-driven service 
providers. ‘Around 2004/05, there was 
a complete review of  local government 
as a supplier of  services and we saw 
the development of  customer charters 
for the first time. There was a broad 
recognition that, even where we have 
autonomy in a particular area, we still 
have to treat people as consumers.’

However, O’Connell also believes that, 
from the public service point of  view, 
the LGAS has been very much to the 
fore in terms of  recognising the 
taxpayer as a stakeholder. ‘When I hear 
about the need for modernisation in the 
public sector, I have to admit that I’m 
sometimes bemused. We have always 
embraced best practice and always 
sought to drive accountability. The date 
of  commencement of  the audit of  a 
local authority has to be published in a 
newspaper circulating in the area of  
that authority, so that, if  a member of  
the public has any concerns they can 

bring these to the attention of  the 
auditor. Our reports are published on the 
internet and we are developing our 
approach to communications all the 
time. You can’t stand still. We do 
reinvent ourselves and, as we do, we 
seek to address the issues and add 
value.’

O’Connell is in no doubt that the new 
programme for local government will see 
this process of  change intensify further. 
‘Putting People First is going to change 
our role fundamentally. The number of  
local authorities will be rationalised and 
we will see the setting up a new National 
Oversight and Audit Commission for 
local government. This will monitor not 
just audit performance but also a range 
of  other performance indicators. These 
are challenges but they will keep us 
energised and motivated as an 
organisation.’ 

The LGAS has a team of  33 in all, 
consisting of  principals/local 
government auditors and assistant 
auditors. All auditors are recruited 
through public competition and have to 
be qualified accountants. ‘We have 
always fought to bring a range of  
experiences, from industry to practice, 
to the LGAS and that has created a very 
open culture that has added greatly to 
our effectiveness.’

Accountability
With many questions raised about the 
perceived failings of  audit over the last 
decade, the issue of  the expectation gap 

is once again to the fore in debate, 
nationally and internationally.

‘When I’m talking to people about 
audit, I am conscious there is a sense 
that we are deemed to be doing 
something that we are not actually 
doing. However, I would also argue that 
LGAS is a unique organisation in some 
respects. We have differentiated 
between audit opinion and audit report 
and I honestly think the commercial 
sector could benefit from looking at 
that model. As a local government 
auditor, you are adding value and 
issuing what is sometimes a very 
challenging statutory report. You have 
to stand up and be counted. The 
principal/local government auditor 
issues an audit opinion on the annual 
financial statement of  a local 
authority, which is similar to the audit 
reports issued by accountancy firms 
on the audits of  commercial 
companies, and also issues a public 
statutory audit report to the elected 
members of  the authority. It assesses 
how the local authority is performing 
and this is where the whole sense of  
accountability comes in.’ 

Drive
If  there is any single key to being a 
successful auditor, O’Connell believes 
it is knowing the business and knowing 
your job. ‘Cumulative audit knowledge 
and experience – “CAKE” – is key,’ he 
says. ‘A local government auditor is at 
the coalface. They are in decision 
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mode every day. They work through 
huge amounts of  data and information 
and have to make decisions quickly. 
When you are assigned to your own 
block of  work, it brings a certain level 
of  responsibility and I can’t stress how 
important that is. You want to be sure 
that things don’t go wrong or that you 
aren’t missing a big issue. That’s the 
motivation.’ 

In terms of  the nitty-gritty of  audit – 
uncovering misappropriation of  funds 
or fraud – O’Connell says: ‘You are 
certainly going to come across that, but 
in terms of  the scale, we haven’t seen 
serious materiality over the years. There 
is a strong culture in local authorities, 
regardless of  what the impressions 
outside it are, and there are very robust 
systems in place.’

With regard to uncovering corruption, 
he says it largely comes back to the 
expectation gap. ‘Everyone is aware of  
the work of  the planning tribunals and 
the corruption that was uncovered but, 
to be perfectly fair, how does an auditor 
tackle issues like this? Auditors are 
there to be watchdogs not 
bloodhounds. Their approach is to 
ensure the proper internal controls are 
in place and to engage with 
management on an ongoing basis.’

Background
O’Connell studied ACCA in the School 
of  Commerce in Limerick after leaving 
school. He finished his exams in Dublin 
and, after a two-year spell in practice, 

The basics 
1871

The Local Government (Ireland) Act is 
enacted.

1921
The Custom House, the home of local 
government in Ireland, is burned to 
the ground but later rebuilt, retaining 
the same function to the present day.

1999
The 20th Amendment of the 
Constitution of Ireland gives 
constitutional recognition to local 
government for the first time.

2012
The government announces plans to 
reduce local authorities from 114 to 
31, to be put into effect in time for 
the 2014 local elections.

became a member in 1977. ‘ACCA was 
very flexible in many respects. You 
weren’t on a signed contract and you 
could move employer. You could work in 
industry or you could work in private 
practice; that was the main reason I 
liked it.’ 
He made the move to the public sector 
at the start of  the new decade and 
recalls 3 January 1980 as a particularly 
significant day. ‘I joined the civil service 
as a local government auditor and my 
son Richard was born on that day. I met 
the then head of  the service and he 
told me I was off  to Limerick, but I had 
to enlighten him and was assigned to 
Dublin City Council for a few weeks.’ 

O’Connell moved through the ranks 
of  LGAS and, as a floating auditor, 
gained experience in virtually every 
county in the country. In 1995, when 
the remit of  the C&AG was broadened 
to include health boards and VECs for 
the first time, he was promoted to the 
office as deputy director for audit in the 
health division. It was a rewarding role 
and gave him the management 
experience he needed when the job of  
head of  the local government audit 
service came up three years later. ‘The 
timing was right and I feel myself  very 
fortunate to have this position. The 
time, since then, has really flown by.’

Pure
Today, O’Connell remains as passionate 
as ever about the service he has been 
part of  for over three decades. ‘When I 

joined the public sector, I felt that I was 
at home. To me, local government audit 
is “pure”; you are given an audit 
district, a block of  work and you are 
responsible for it. You are paid a fixed 
salary and there is no issue or 
discussion about fees. It is centred on 
providing value for money to the 
taxpayer and what keeps us motivated 
is that local government is constantly 
changing and evolving.’

While they deliver as individuals, in 
embracing the challenges ahead, he 
says teamwork will be central. ‘I’m a 
great believer in organisational culture 
and it’s important to appreciate that 
each organisation has a culture. We are 
a very small team, in a very demanding 
role, but we have a strong culture and 
dedication to the job. I think that’s the 
strength of  the LGAS.’

Donal Nugent, editor
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W
hat do French movie star 
Gérard Depardieu and 
Facebook co-founder 
Eduardo Saverin have 

in common? The answer is that both 
recently provoked patriotic outrage by 
abandoning their home countries to 
move to those with less onerous taxes.

Extreme tax protests have been 
catching on, especially as cash-
strapped governments around the 
world seek a bigger contribution from 
the well-to-do. In 2011 close to 1,800 
people handed back their coveted US 
passports or green cards – a seven-fold 
increase on 2008. Most economists 
assume that taxation lies behind the 
rise. And one in eight of  the world’s 
1,625 billionaires now live outside of  
their country of  birth, according to a 
recent study. 

That poses a dilemma for nations 
eager to prevent an ill-timed erosion of  
tax revenue. Outraged US senator Bob 
Casey estimated that the US taxpayer 
had lost US$67m as a result of  the 
Facebook founder’s decision to give 
up his citizenship, although Brazilian-
born Saverin said he was moving to 
Singapore for other reasons and would 
still pay taxes on everything he earned 
in the US.

Such defections also call into 
question the fairness of  tax systems 
that allow notable citizens to opt out. 
Yet with no shortage of  low-tax nations 
willing to roll out the red carpet for 
prestigious tax exiles, it is not always 
easy to stop them leaving. 

Watch your wallet
In a number of  nations around the 
world, the wealthy have felt their 
wallets come under attack. The most 

annual lift of  less than $100, according 
to the Tax Policy Center. Yet some of  
these gains were clawed back by the 
last-minute deal brokered by the US 
Congress on 1 January to avoid the so-
called fiscal cliff. 

High earners
For a start, Americans earning over 
$400,000 a year will see their top rate 
of  tax rise from 35% to 39.6%. Capital 
gains and dividends tax climb to 20% 
from 15% for this top tier. Equally 
important for the ultra-rich, the estate 
tax – levied on their property after 
death – will rise 5% to 40% on fortunes 
of  over $10m for a couple. 

Chas Roy-Chowdhury, head of  
taxation at ACCA, says: ‘The US has 
not moved with the times in seeking 
to still tax the worldwide income of  its 
citizens in a truly globalised world. I 
am surprised that even more of
the well-off  are not tearing up 
their US passports since the fiscal 
cliff  agreement increased capital 
taxes.’ 

For many hyper-rich, these are 
further turns of  the screw. One of  
the most unattractive features of  
France for them is the wealth tax. 
This levy, introduced in the 1980s by 
President François Mitterrand, eats 
away at estates even when they are not 
generating any income. 

The tax rate in the US may not be 
high by international standards. But it 

INTO EXILE
It’s not only corporates that have become embroiled in the fair tax controversy. The 
headlines are full of the famous de-friending Uncle Sam or saying adieu to France 

‘I AM SURPRISED THAT EVEN MORE OF THE WELL-OFF 
ARE NOT TEARING UP THEIR US PASSPORTS SINCE 
THE FISCAL CLIFF DEAL INCREASED CAPITAL TAXES’

notable example is France. François 
Hollande, the newly elected socialist 
president, has seemed unnecessarily 
hostile towards the upper crust. His 
plan for a 75% upper tax rate on 
incomes over €1m would have raised 
no more than €300m a year – small 
change compared with the nation’s 
€85bn euro deficit. While France’s 
highest court has struck down the plan 
as unfair, Hollande is expected to try a 
new variant. 

What’s more, he is keen to add new 
charges on capital gains, to beef  up 
inheritance tax and to impose a levy on 
entrepreneurs selling their companies. 
This slew of  extra demands appears 

to have been the final straw for some 
of  France’s elite, including former 
president Nicolas Sarkozy. 

Last November, the New York Times 
quoted the boss of  an exclusive real 
estate broker saying that 2012 had 
seen a flurry of  high-end houses put up 
for sale as French entrepreneurs and 
investors fled the country. Depardieu’s 
quirky acceptance of  Russian 
citizenship – where the tax rate doesn’t 
reach above 13% – is just the most 
prominent example. 

After a decade of  getting almost 
everything their own way, wealthy US 
citizens are also suffering a setback. 
Tax reforms between 2000 and 2012 
boosted the average annual income 
of  the top 0.1% of  earners by almost 
$400,000 while the poorest received an 
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inflicts other frustrations. The US taxes 
its citizens on worldwide income even 
when they live overseas. That can be a 
bureaucratic quagmire for individuals 
with income from various countries. 
‘America’s tax collectors make life 
extremely hard for the globe-trotting 
rich,’ says Chris Edwards, director of  
tax policy studies at the libertarian 
Cato Institute. 

So if  France is financial purgatory 
for the wealthy, where is their tax 
nirvana? ‘Fiscal heaven partly depends 
on how you get your money,’ says Joel 
Slemrod, professor of  economics at 
the University of  Michigan and former 
adviser to President Ronald Reagan. 

So while Belgium wouldn’t be a 
great choice for high earners, since it 
has a 50% top rate of  income tax, it is 
wonderful for those who have already 
made their fortunes because there is no 
wealth tax or (in most circumstances) 
capital gains tax. The application of  
capital gains tax is also more limited. 

This may explain why Depardieu also 
considered the country before he was 
granted Russian citizenship. Belgium 
has been a popular choice for wealthy 
French for years, including members 
of  the Taittinger family of  champagne 
makers. It also has the merit of  
proximity to France.

Politically conservative Americans 
might disdain what they see as 
Canada’s socialist tendencies, but the 
northern neighbour can be an effective 
haven for the wealthy. Again, the country 
lacks the most hated scourges of  the 
affluent – a wealth tax or an estate tax.

Small is beautiful
Then there are more conventional 
wealth havens. The tiny European 
principality of  Monaco has been a 
magnet for the rich and famous, partly 
due to its absence of  a tax on income 
and lenient inheritance levies. 

A recent study of  the super-rich 
by Tino Sanandaji, of  the Research 

Institute of  Industrial Economics in 
Sweden, even ranked the success of  
havens in attracting billionaires. Top of  
the charts was Switzerland, which has 
an extremely attractive system for the 
wealthy; it does not, for example, tax 
royalty income. The nation has lured 23 
billionaires. Hong Kong came a close 
second with 20 billionaires, followed by 
Monaco with eight and Singapore with 
six. Bermuda, Gibraltar, Bahamas, the 
Cayman Islands and Costa Rica also 
featured on the list. 

The choice for any tycoon is 
influenced by proximity to their native 
land and cultural ties. Many German-
born billionaires live in Switzerland, 
says Sanandaji, while Indian 
billionaires prefer the UK or Canada. 

The next question is whether nations 
should attempt to stop tax emigration. 
The US, for example, makes life hard 
for defectors. There is a hefty exit bill. 
After the 2008 HEART Act, a departing 
American pays capital gains tax as 
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caption style

if  they had sold all of  their assets at 
the same time as they handed in their 
passport. Any heirs left in the US also 
get hammered. 

This is already very aggressive by 
global standards. Yet following the 
departure of  Facebook’s Saverin, there 
were calls for even more draconian 
rules. Casey and another senator, Chuck 
Schumer, wanted to charge defectors 
twice the current capital gains tax and 
capture future gains too. In addition, tax 
emigrants would be barred from ever 
entering the US again. 

There is a vigorous debate in the US 
over whether such penalties are fair or 
sensible. Edwards argues that a fiscal 
Berlin Wall to prevent citizens leaving 
amounts to financial oppression. 
‘Successful individuals have every right 
to protect their property,’ he says. ‘US 
policymakers have not accepted the 
fact that we live in a global economy.’

But many scholars believe nations 
should do their best to discourage 
defections. ‘From a pragmatic point 
of  view, governments need to defend 
their revenue base,’ says Slemrod. For 
others the main issue is one of  justice. 

Moral debt
‘People who make fortunes in this 
country owe it a huge debt, only part 
of  which is repaid by taxes, even for 
those who stay,’ says Leonard Burman, 
professor of  practice in public 
administration and international affairs 
at Syracuse University. ‘It’s like the 
guy whose wife sacrifices her career 
to support him and a family while he 
builds his career, and then ditches 
her for a younger woman after he has 
become successful in part because of  
the investment his wife made in him.’ 

Hollande has attempted to present 
high taxes as a patriotic duty for the 
rich rather than a punishment. Such 
arguments are unlikely to sway many 
plutocrats. Trying to lock in a nation’s 
most affluent and international citizens 
is never easy. The best alternative may 
be to develop a tax system that the top 
tier can live with. 

Christopher Alkan, journalist based in 
New York

* Johnny Hallyday, France’s answer to Elvis Presley, left the country for 
Switzerland in 2006 to reduce his tax bill. He said he would return if  the 
nation ‘reforms the wealth tax and inheritance laws’. He complained that 
‘70% of  everything I earn goes on taxes’. 

* Switzerland-based Formula 1 racing driver Michael Schumacher’s brother 
Ralf, also a highly paid driver, negotiated a deal with Austria to lower his tax 
bill and moved there. ‘Germany is simply a taxation jungle. That’s why I used 
the chance to go abroad for tax reasons,’ he said in 2002. 

* International opera icon Luciano Pavarotti set up home in Monaco. The star 
was convicted of  tax evasion in Italy and was fined $4.55m in 1999. In 
2000 he agreed to repay the Italian government over $11m in back taxes 
and penalties.

  *FAVOURITE DESTINATIONS 

‘PEOPLE WHO MAKE ENORMOUS FORTUNES IN 
THIS COUNTRY OWE IT A HUGE DEBT, ONLY PART 
OF WHICH IS REPAID BY TAXES’
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Whole in one

[Finance professionals need strategic skills as 
well as an understanding of the whole fi nance 
chain, says ACCA president Barry Cooper

There has always been a recognition across the whole of ACCA 
that it is critical for finance professionals to excel in a range 
of areas. That view has been held even more strongly since 
the global financial crisis – tough times demand that our 
members have the skills to help get businesses back on 
their feet. 

New ACCA research shows that today’s employers need 
finance professionals not only with the traditional skills but 
who also get the ‘big picture’. Employers want new recruits 
to understand the whole finance chain, to have skills and 
experience in such things as risk management, while also 
being able to develop effective strategies for growth and 
drive financial insight, which businesses see as vital.

As part of  ACCA’s report, The complete finance 
professional 2013, nearly 500 CFOs around the world 
were asked what was important to them when it came to 
appointing new staff, what gave them confidence in their new 
hires, and what skills enabled them to grow their business, 
particularly since the financial crisis. 

The key findings demonstrate a need for new recruits to 
possess a clear understanding of  the differences between 
management accounting and financial accounting, to know 
about financial management, to demonstrate professionalism 
and ethics, and to possess management skills.

Over 80% of  respondents said that a complete understanding 
of  the finance value chain was critical, while 96% said newly 
qualified finance professionals should know about financial 
management, and 94% said a good understanding of  
professionalism and ethics was important. Management skills 
scored 73%.

The results strengthen our resolve not only to promote the 
complete finance professional concept – to demonstrate the 
contribution that those who hold the ACCA designation can make 
– but also to continue to ensure that everything we do is 
underpinned by offering excellent and relevant qualifications 
that meet the needs of  both business and individuals.

Read more about The complete finance 
professional 2013 in the Corporate section 
of this publication.

Professor Barry J Cooper 
is head of the School of 
Accounting, Economics 
and Finance at Deakin 
University, Australia
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20 Comment

[The era of big data has arrived, says Jason Ward

What do we mean by the term ‘big 
data’? Like ‘cloud’, the term has many 
definitions but there is a one that 
captures its essence: big data means 
new data and by new data, we mean 
new insights and new opportunities. 
Big data’s potential goes beyond 
traditional rear-view business 
intelligence, revealing patterns in near 
real time that facilitate a leap from 
incremental improvement to predictive 
business processes and even entirely 
new business models. When coupled 
with the cloud computing model, 
which slashes organisations’ capital 
and operating costs, big data can 
transform the business environment. 
It can uncover opportunities for growth 
that would otherwise remain hidden.

For example, in healthcare, legacy 
IT systems are only able to analyse 
a small percentage of  the data they 
hold. By using big data analytics 
tools, they can examine more diverse 
internal and external information to 

improve treatments and outcomes, 
including likely outcomes of  prescribed 
drug interactions, patients’ personal 
medical histories, and social and 
economic factors. Major retailers such 
as supermarkets and high-street stores 
are routinely collating social network 
information, blog content and analyst 
research, as well as demographics, 
in order to crunch it all together and 
identify crucial trends and correlations 
to customer loyalty.

Performance
With big data, organisations may 
finally be able to get to new levels of  
top-line performance. Soon, big data 
will be part of  every sector of  the 
global economy, as organisations try 
to capitalise on the wealth of  historic 
and real-time information generated 
through sensory devices, supply 
chains, production processes and 
customer behaviour. According to a 
recent report from analysts Gartner, 

4.4m IT jobs globally will be created to 
support big data by 2015.

Executive leadership is vital in 
driving a culture of  change in the way 
information is seen, managed and 
exploited in Irish businesses. Ireland’s 
enterprise sector should give serious 
consideration to the potential of  a 
big data programme, assigning the 
resources and driving the conversations 
needed to shift the mind-set of  business 
from one of  retrospective analysis and 
forecasting to one of  real-time, forward-
looking insight. If  Irish businesses and 
public sector organisations invest in 
technology that can manage, store and 
analyse huge volumes of  information, 
allowing them to cross-reference and 
compare data sets, the way we work and 
live will be transformed. We are at the 
crossroads of  change and big data is the 
new enabler for rapid enterprise growth.

Jason Ward is country manager, 
EMC Ireland.

Data centered 
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21Practice

Q What lessons have you learned about 
business?
A One of  the key success factors in practice 
is to recognise the vital importance 
of  people skills. In order to develop a 
successful and effective client relationship, 
you have to build the trust and confidence 
of  both your colleagues and clients. While 
competence is a prerequisite; openness and 
transparency is, in my experience, a very 
effective and lasting way to build trust and 
confidence.

Q What tips would you pass on to others?
A Everything comes to she who waits. My 
career, to date, has been in practice and 
a lot of  the time I see new graduates, and 
sometimes newly qualified accountants, who 
think they should be running a marathon 
before they have even learnt to walk. 
Experience is a significant and important 
attribute of  a successful accountant and 
these building blocks take time to develop 
and strengthen. Trainees and newly qualified 
accountants need to appreciate this as 
they build upon their experience,  while also 
recognising the need for continuous learning. 

Q What keeps you motivated?
A The challenge. Practice is a very dynamic 
environment, where you get to deal with 
and balance a variety of  assignments and 
personalities. This ensures that each work 
day is different and the ability to be flexible 
and adaptable is paramount. The challenge 
this presents is what keeps me interested 

and motivated and is constantly driving 
me to enhance my skills, experience and 
expertise to enable me to meet these 
challenges.

Q Tell us about LHMCasey McGrath
A LHM Casey McGrath is a mid-market 
seven-partner firm with four service groups, 
namely assurance, business advisory and 
compliance, consultancy and taxation. My 
role is the senior manager in the assurance 
department, which comprises three 
partners and a team of  23 staff. I work with 
a very broad range of  clients from stock 
market listed companies and family-owned 
businesses to not-for-profit organisations.

* Business hero
 Craig Johnston

* Currently reading
 My Journey by Jim Stynes

* Favourite restaurant
 One Pico, Dublin
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A time for dialogue
Grant Thornton partner Steve Maslin explains how a 
collaborative initiative by the six large international audit 
networks is drawing lessons from the fi nancial crisis

The six large international audit 
networks – BDO International, 
Deloitte, Ernst & Young, Grant 
Thornton International, KPMG and 
PwC – have been working together 
for more than a decade on key policy 
issues that impact accounting, 
auditing and corporate governance 
around the world. The main vehicle 
of collaboration is the Global Public 
Policy Committee (GPPC), which 
comes together regularly to discuss 
key policy developments, both among 
ourselves and with key stakeholders. 
I hasten to add that we always do so 
with a competition lawyer present to 
keep us on the straight and narrow!

That we are able to collaborate while 
still being competitors is a testament, I 
think, to the global audit profession in 
general and its desire to ensure that 

the way in which public interest entities 
report, govern themselves and are 
audited continually evolves to meet the 
needs of  users.

On becoming chair of  the GPPC last 
July, I was not short of  material for 
setting our priorities for the next two 
years. The main areas we are currently 
looking at are:

* accounting for the sovereign debt 
issued by key European financial 
institutions and the related 
reporting issues;

* working with independent audit 
regulators to continue to build audit 
quality and maintain confidence in 
audit reports;

* the evolving role of  audit.

Banks and sovereign debt
The first and most urgent priority 

continues to centre on corporate 
reporting by banks and financial 
institutions. On a national level much 
has been achieved since the financial 
crisis burst upon the world. For 
example, in the UK, audit firms worked 
closely with the Bank of  England, 
the Financial Services Authority and 
the Financial Reporting Council to 
form a code of  dialogue. This code 
ensures that for systemic banks 
there is a regular dialogue between 
the prudential supervisor, bank and 
auditor, allowing views on key issues 
and pressure points to be shared and 
discussed in advance of  each new 
reporting cycle. The audit networks 
have an important role in making such 
national initiatives more widely known 
to benefit other capital markets.

On the international front, the firms 
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Crash and burn: street clashes have 
accompanied the public austerity 
campaigns that have been triggered by 
the global financial crisis and the 
resulting paralysis in the debt markets

and audit regulators are working with 
the Financial Stability Board to enhance 
the quality and relevance of  disclosures 
in banks’ accounts. The next task is to 
embed these ideas into practice.

The networks have also been 
engaging each other in far greater 
regular dialogue on bank accounting 
since the crisis emerged. For example, a 
working group of  senior-level 
professionals meets regularly to discuss 
the impairment of  sovereign debt and 
related reporting issues by European 
banks. Debating these issues in advance 
minimises the risks of  substantial 
differences in the way that key 
institutions report such instruments.

These are important initiatives and 
for me closer two-way (and three-way) 
dialogue between auditors and 
prudential supervisors (and bank 

regulators can take at the global level 
to increase the speed with which 
actions are taken in particular 
countries to maintain and continue to 
build audit quality and ensure 
consistent high-quality execution. 

The views of  stakeholders
Third, the networks have been listening 
to the views of  other stakeholders – in 
particular, investors – on the role of  
auditors in maintaining and building 
market confidence. We are looking to 
learn lessons from the financial crisis 
for audit and how it needs to evolve to 
meet current and future user needs.

The overwhelming reaction from 
nearly all stakeholder groups is that 
the large audit firms play a crucial role 
in sustaining capital markets and on 
the whole do a pretty good job. A 

management) is the number-one lesson 
from the crisis. However, much still 
remains to be done.

Good practice
The second priority concerns sharing 
good practices between the networks 
and with regulators to reinforce the 
effectiveness of  our international 
quality assurance programmes. Again, 
cooperation with other stakeholders 
is an important lesson from the crisis 
and work is under way between the 
International Forum of  Independent 
Audit Regulators and the networks. 

A key strand of  this work is to try to 
capture recurring themes from 
independent inspections and the 
networks’ own inspections around the 
world. The aim is to see whether there 
are lessons that the networks and 
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common theme from investors and 
other stakeholders is that auditors have 
vast quantities of  information on the 
strength of  individual companies and 
industry sectors; could this information 
be shared with investors and regulators 
to increase market confidence? 

It is easy to answer yes, but 
obstacles such as trust, confidentiality 
and cost cannot be dismissed out of  
hand. However, effective leaders see 
obstacles as challenges to be 
overcome, and there is a huge desire 
among audit network leaders to 
continue this debate and find solutions. 
We must look for ways to move the 
audit role forward to deal confidently 
with a world of  ever more volatile 
valuations, business models and 
financial confidence.

There are other issues we must bear 

in mind. The work by the International 
Federation of  Accountants (IFAC) on 
public sector accounting standards here 
seems vital to me. I also believe the 
fairly routine sharing of  good practice, 
such as making it unlawful to mislead 
an auditor, would bring improvements in 
many countries far more quickly than 
further changes to reporting and audit. 
Nor should we close our minds to 
embracing new customs and practices 
from emerging economies.

Enron and all the other scandals of  
the last decade were a wake-up call and I 
believe that audit is in a strong state 
now, the more so for strengthening 
dialogue with other stakeholders. 
However, life moves quickly and we 
cannot rest on our laurels and feel that 
an audit model that has its roots in the 
mercantile trade of  Europe centuries ago 

is automatically doing all it can to meet the 
needs of  the future. The financial crisis 
showed that business is vital to the 
well-being of  everyone in society. As we 
move forward the debate on evolving our 
role as auditors, the question ‘what are we 
doing to benefit society?’ is a useful one to 
have at front of  mind.

Steve Maslin is head of external 
professional affairs at Grant Thornton 
and chair of its Partnership Oversight 
Board in the UK. He was the firm’s head 
of assurance services for seven years and 
a member of the Audit and Assurance 
Advisory Panel of Grant Thornton 
International. He is also a member of 
the ACCA/IMA Accountants for Business 
Global Forum. The views expressed here 
are his own and not necessarily those of 
Grant Thornton or the GPPC.
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Q What business lessons have you learned?
A A service business is all about clients. 
They have to be front and centre of  
everything a business does. It’s vital that 
a business listens to its customers to 
understand their current requirements and 
anticipate their future needs. It’s important, 
also, that businesses are flexible and can 
change and morph to meet an ever-evolving 
global trading environment. Businesses that 
don’t change will be left behind and become 
irrelevant. Companies need to constantly 
review and question whether their service 
offering is relevant. It’s important that 
organisations review the skill sets available 
to them as change takes place but, it’s also 
incumbent on individuals to ensure their 
own skills adapt and change to meet the 
changing needs of  the industries in which 
they work. 

Q What are your key business challenges? 
A From front office to back office, the funds 
industry is going through significant change 
at present. The current economic crisis has 
impacted the sector with tighter margins 
than in previous times. The management 
of  business processes in this environment 
has driven change, with activities across 
the funds administration industry that were 
completed locally re-locating either in part 
or in full to offshore locations. Where work is 
offshored, responsibility for service delivery 
to clients remains in Ireland but the effective 
management from Ireland of  processes 
completed remotely is key in ensuring 
quality and service levels are maintained. 

Q What tips would you pass on to others?
A No experience is a bad experience. If  you 
think your current career path is not for 
you, don’t be afraid to change and look at 
different avenues to progress or advance. 
It’s important to examine one’s skill set 
to ensure they are relevant and, when 
necessary, to be flexible and willing to make 

the necessary changes to aid progression. 
Education is important and there is no doubt 
that a professional qualification like ACCA, 
and the requirement to satisfy CPD, assists 
in expanding knowledge and skills.   

Q Tell us about your role at Citi
A I am responsible for a department that 
carries out the planning, preparation, 
completion and delivery of  annual and semi-
annual financial statements for Citi’s mutual 
and hedge fund clients. We also co-ordinate 
the annual external audits associated with 
these entities. In order to ensure financial 
statements are compliant with various 
jurisdictional GAAP and regulations, we in 
the financial reporting team must ensure 
we stay abreast of  all relevant accounting 
standards and regulations. We advise the 
funds area in Citi about new or amended 
standards or regulations that might require 
changes to systems to ensure financial 
statements are correct. We liaise closely with 
all stakeholders in the reporting process, 
in particular an entity’s auditor, to ensure a 
professional, efficient and effective service is 
provided to Citi’s clients.

* Business hero
 Michael O’Leary

* Currently reading
 The Bourne Legacy

* Favourite restaurant
 FXB’s, Monkstown

26 The complete fi nance 
professional

21 The view from 
Grainne Stewart and A 
time for thought

The view from:
Dublin: Brian Treacy, vice president,
Financial Reporting, Citi

 *FAST FACTS

WE WANT YOUR VIEW 
If you’d like to feature on this page
get in touch at donal.nugent@accaglobal.com

Dublin
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The vast majority of CFOs who are 
looking to appoint new staff believe 
potential employees should have 
both a breadth and depth of finance 
expertise and capabilities, a new 
report from ACCA reveals. 

Called The complete finance 
professional: Why breadth and depth of 
finance capability matter in today’s 
finance function, the report is based on 
a survey of  nearly 500 CFOs in the UK, 
Malaysia, Russia, China and the UAE 
(see box on opposite page). 

‘More than 80% of  respondents said 
a complete understanding of  the 
finance value chain – from budgeting to 
external reporting – and how all this 
fits together, was critical,’ says ACCA 
chief  executive Helen Brand. ‘Given the 
breadth of  financial activities that 
finance leaders are now engaged in, it 
is hardly surprising they are looking to 
recruit employees with a broad range 
of  skills and understanding.’

She adds that finance functions now 
have to be excellent in a wide range of  
capabilities, from supporting 
businesses to managing risk, 
developing effective strategies for 
growth, driving financial insight and 
maintaining appropriate levels of  
control across the organisation as well 
as ensuring its statutory and regulatory 
responsibilities are met. 

‘This confirms our belief  that ACCA 
offers a relevant qualification that 
meets the needs of  business, 
individuals and employers to ensure 
that we develop the complete finance 
professional capable of  achieving 
strategic roles in business,’ she says. 

In today’s finance function, ensuring 
a balance of  skills across the entire 
finance value chain has never been 
more important. Broad-based 
professional finance qualifications 
provide a vital grounding in developing 
the skills that businesses need in a 
number of  areas, discussed below.

The whole finance value chain
The reality of  finance roles in the 
corporate sector today is that 
breadth of  understanding across the 
finance value chain remains entirely 
relevant. It is difficult to conceive of  
finance professionals with statutory 
reporting responsibilities not having 
an appreciation or understanding of  
external auditing principles. Competent 
management accountants and financial 
analysts should have an understanding 
of  risk issues. And those supporting 
finance decision-making or investment 
appraisal should be conversant with 
basic tax or regulatory issues that may 
affect project viability. 

External audit training remains a 
popular entry route into the corporate 
sector because an understanding of  
basic financial control and reporting 
principles permeates so many different 
finance roles.

Balanced finance leadership
Finance leaders must continue 
to partner with the business and 
collaborate with the CEO and 
executive team to help drive the 
organisation’s strategy. But this must 
be balanced with their need to exercise 
independence as the gatekeeper of  the 
organisation. Long-term value cannot 
be created or sustained unless the 
business is appropriately controlled, 
its risks managed effectively, its funds 
protected and maximised, and its core 
fiduciary responsibilities met.

The growth in finance priorities 
Effective cost management, better 
forecasting, more insight, strengthening 
the control environment, ensuring 
appropriate levels of  working capital 
and managing risk have all recently 
been identified in ACCA research as 
key priorities for the finance function. 
With the focus on sustainable value 
creation, and the drive for transparency, 

finance may also play an increasingly 
important role in reporting on social 
and environmental performance, 
and assessing business investments 
that have environmental and social 
outcomes as well as financial ones.

Changing face of  operations
Transformation of  the finance function 
is a priority for many businesses and 
testimony to the desire for greater 
efficiency and effectiveness through 
balanced finance knowledge and 
expertise. The construct of  today’s 
global finance function is designed 
to drive improved capability across 
the entire finance value chain, 
transactional finance mastery in shared 
services, specialist finance expertise 
in centres of  excellence such as tax 
and corporate finance knowledge, and 
business partnering activities to drive 
more effective financial insight in the 
retained finance organisation. 

The partnering mandate
To become a trusted commercial 
partner to the business, finance must 
recognise that its reputation is built 
on its traditional fiduciary capabilities; 
these remain fundamental to creating 
a platform for growth. Failure to 
meet these responsibilities also has 
significant reputational consequences 
for the business. 

If  the business has assurance that 
its assets are effectively controlled, 
finance can devote more resources 
and support to commercial partnering 
activities. With the growing interest 
in areas such as analytical insight, 
the finance function has a significant 
opportunity to expand its influence 
across the business, but it must not 
deprioritise core finance duties. 

The future of  ‘finance’ careers
Career paths in the finance function are 
changing. According to ACCA research, 

The complete fi nance professional
We report on new ACCA research highlighting the need of the post-crisis fi nance 
function for accountants who not only have skills in depth, but also in breadth
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over half  of  the younger generation are 
seeking wider business careers while 
some continue to want to pursue classic 
finance careers. 

For individuals, broad-based finance 
qualifications such as ACCA help keep 
career doors open to pursue a wide 
range of  finance and business careers, 
as well as provide insights into future 
career options. 

From an organisational perspective, 
it is recognised that the role of  the 
CFO is changing. With the increasing 
breadth of  responsibility, aside from 
the requirement for a strong technical 
understanding across a wide range 
of  finance disciplines, finance chiefs 
are being expected by the business to 
exhibit broader leadership capabilities. 

The complete finance professional is 
at www.accaglobal.com/complete

Enables holders to see the 
full financial picture

Enables them to minimise 
future financial risks

Enables them to deal with 
financial challenges

Enables them to ask the 
right finance questions

Enables them to lead a 
financial team

Ensures ethical decision 
making

Enables them to build a 
career on a solid structure

Enables them to go in any 
financial career direction

Yes, provides a clear link No, not especially related

Finance leaders are operating in, and 
having to react to, an increasingly volatile 
and technology-driven global economy. 
Clockwise from top left: protest against 
corruption in Delhi, clashes in Cairo, 
NYSE traders, and Hong Kong shoppers

Benefits of broad-based qualifications to newly qualified finance professionals
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IN THIS ARTICLE:
* 01 An update on the Charity Act 

2009.
* 02 Iris Oifigiúil – a must read 

publication.
* 03 Your place on a global forum.
* 04 Clarity on audit signatures.
* 05 Taxis should avoid tax short cut.
* 06 Taking credit card details over 

the phone.
* 07 A review of  2011 IFRS financial 

statements

01 CHARITY ACT UPDATE 
The Charity Act 2009 has been on 
the statute books for some time but, 
other than some inconsequential 
sections, has never been commenced. 
Minister for justice, equality and 
defence Alan Shatter, in a speech 
some time ago, indicated that the 
country could not afford another 
state regulator with a projected staff  
of  50. However, in January this year, 
the minister published a consultation 
paper on his plans for bringing 
the Charities Act 2009 into force, 
notwithstanding an economic context 
of  government spending reductions. 
The consultation paper includes 
proposals and consultation questions 
on the establishment of  a Charities 
Regulatory Authority and a statutory 
Register of  Charities. It also includes 
proposals and consultation questions 
on the types of  financial and activity 
reports that registered charities will 
be required to provide to the Charities 
Regulatory Authority once it is 
established. 
Larger and more forward-looking 
charities have long since adopted the 
best practice principles in the Act and 
will only be moderately affected by 

the changes. The proposals will have 
most impact on small charities and on 
charities currently formed as trusts or 
other legal forms that effectively allow 
them operate in total secrecy. Further 
details are at www.justice.ie/en/JELR/
CharitiesConsult?OpenForm 

02 IRIS OIFIGIÚIL
Published twice a week, Iris Oifigiúil 
contains a myriad of  government and 
company law notifications, and www.
irisoifigiuil.ie/currentissues/ is the best 
link to allow you browse this must-read 
publication. You may not be interested 
to know that Iarnród Éireann got a 
licence to dump 1m tonnes of  dredged 
material off  Rosslare, or taxi drivers can 
now be fined €80 for taking you the long 
way home and €40 for not knowing the 
way to your home, but you may like to 
keep an eye on who is getting insolvency 
appointments to which companies, who 
is being appointed to which state board, 
which acts have been signed off  by the 
president and which new power Revenue 
has activated by way of  a ministerial 
order. 

03 GLOBAL FORUM FOR TAX
ACCA Ireland is looking for a local 
member to represent Ireland on the 
ACCA Global Tax Forum. The member 
should have a keen interest and strong 
background in international tax and 
be willing to commit to attend three 
to four meetings a year, usually by 
teleconference. Contact liz.hughes@
accaglobal.com if  you are interested. 

04 SIGNATURES ON AUDIT 
REPORTS
The Companies Act in the UK is very 
clear about requiring the description 
‘senior statutory auditor’ after the 

Aidan Clifford FCCA, 
advisory services manager, 
aidan.clifford@accaglobal.com

Technically speaking
[ACCA’s Aidan Clifford rounds up some of the 

changes Irish accountants should be aware of
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name of  the auditor signing the audit 
report. This requirement is based on 
an interpretation of  the EU Directive 
on which the law is based. Ireland 
has implemented the law slightly 
differently and is, in fact, silent on the 
use of  a description after the name 
of  the auditor signing the audit report 
or after the firm’s name. Bulletin 1(I) 
provides examples of  audit reports 
for Ireland and the examples follow 
the exact letter of  the law and omit 
any description. The ACCA rules are 
slightly more prescriptive than the law 
requires and made it a requirement 
to use the designation ‘statutory 
auditor’ or ‘statutory auditors’ after 
the name of  the firm. The inclusion of  
a description is not proscribed in law 
and many members, used to using the 
description ‘registered auditor’ have 
simply replaced this description with 
statutory auditor. I can confirm that all 
firms should now use this description 
on all audit reports, using the style:
[Signature]
[Printed name] FCCA   
For and on behalf  of  
[Company name]
Statutory Auditors
[Date]

05 FOUND ON THE WEB
A company is currently offering to do 
taxi tax returns for €120. The service 
includes: financial statements, tax 
return, tax clearance and any letters 
for the bank, credit union or social 
welfare. The provider does appear to be 
a professional accountancy firm. It has 
been commented that these types of  
cut-price tax compliance operations are 
good news for tax and revenue audit 
specialists – it just takes a few years for 
the work to filter over to them... 

06 CREDIT OVER THE PHONE
www.sumup.ie is a website that allows 
anybody to take credit card payments 
over their mobile phone. A small 
practice could literally bill and collect 
their smaller fees before the client 
leaves the practice. Small businesses 
now have no excuse for not accepting 
credit cards. The fee is 2.75% and they 
are currently offering a free credit card 
reader to attach to your mobile phone 
to process the transactions. 

07 IMPAIRMENT TESTING 
The European Securities and Markets 
Authority (ESMA) has published 
a review of  2011 IFRS financial 
statements related to impairment 
testing of  goodwill and other 
intangibles, and other tangible assets. 
The review, which looked into the 
accounting practices of  a sample 
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of  235 European issuers from 23 
countries, found €800bn (€790bn 
in 2010) worth of  goodwill balances 
in the 2011 financial statements of  
issuers, with 5% (c. €40bn) of  that 
amount recognised as impairment 
losses in 2011.
The findings are that, although the 
major disclosures related to goodwill 
impairment testing were generally 
provided, in many cases these were 
of  the boilerplate variety and not 
entity-specific. ESMA has stated that 
it expects issuers and their auditors 
to consider the findings of  this 
review when preparing and auditing 
their IFRS financial statements. 
IAASA conducted the work on the 
Irish issuers that were selected for 
review. The report can be accessed at 
http://www.esma.europa.eu/system/
files/2013-02.pdf  
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The term ‘audit quality’ is 
frequently used in debates 
and policy communications, 
but has no widely accepted 
definition. A number of 
factors make a simple 
definition difficult given the 
myriad views of different 
stakeholders about what 
audit quality is and how it is 
demonstrated. 

The International Auditing 
and Assurance Standards 
Board (IAASB) acknowledges 
that many would put 
compliance with high-quality 
auditing standards and 
well-qualified, competent, 
sceptical auditors as equally 
essential to a quality audit, 
but says there are less 
obvious factors at work too.  

The IAASB is currently 
consulting on an audit 
quality framework to help 
raise awareness of  the key 
elements of  audit quality, 
encourage stakeholders to 
explore ways to improve 
audit quality, and stimulate 
dialogue between key 
stakeholders on the topic. 

The board says the 

framework describes the 
input and output factors that 
contribute to audit quality at 
the engagement, audit firm 
and national levels. The aim 
of  the framework is to 
demonstrate the importance 
of  appropriate interactions 
among stakeholders and the 
relevance of  contextual 
factors such as national 
laws and business prac-
tices and broader cultural 
issues.

The consultation paper 
seeks input from stakehold-
ers, including regulators, 
audit committees, investors 
and audit firms. 

The IAASB is seeking 
responses in particular as to 
whether the proposed 
framework is clear, compre-
hensive and useful. Com-
ments are requested by 15 
May 2013.

To contribute to ACCA’s 
comments on this consulta-
tion, contact sue.almond@
accaglobal.com

The consultation paper is 
at www.iaasb.org

At its December meeting in New York, the International 
Auditing and Assurance Standards Board (IAASB) 
approved a consultation draft of an audit quality frame-
work. The aim is to raise awareness of the key elements 
of audit quality and encourage key stakeholders to 
explore ways to improve audit quality (see main article). 
The paper highlights a number of areas to explore and 
asks whether there is likely to be any benefit in interna-
tional collaboration on those areas.

The comment period on auditor reporting ended in 
October 2012, with IAASB receiving feedback from 164 
responses, three roundtables and other outreach activities. 

Broadly speaking, there was support for the IAASB’s 
efforts, but a diversity of  views on both the value of  and 
the impediments to its suggestions for how the auditor’s 
report could be improved and how concepts such as 
auditor commentary could be made to work. 

The IAASB aims to issue exposure drafts of  the revised 
auditor reporting standards at its June 2013 meeting but 
recognises this is an ambitious target. An additional 
three-day board meeting had been scheduled in February to 
focus on this key project and the task forces have already 
met to develop the discussion material. Next month’s 
Accounting and Business will contain an update on progress.

Other matters discussed included a paper on the need 
for changes to the International Standards on Auditing 
(ISAs) in relation to disclosures, the ongoing project on 
ISAE 3000, Assurance Engagements, and the impact of  
planned changes to the International Ethics Standards 
Board for Accountants’ (IESBA) code of  ethics on ISA 610, 
Use of Internal Audit.

Any feedback from ACCA members on these, or other 
IAASB matters, is welcome. 

Email sue.almond@accaglobal.com

Sue Almond is ACCA technical director

A new good practice guide from the Professional 
Accountants in Business (PAIB) committee of the 
International Federation of Accountants (IFAC) aims to 
help organisations enhance their reporting processes.

It offers 11 key principles for evaluating and improving 
business reporting processes, plus practical guidance on 
the arrangements needed for effective reporting. 

Download the guide at www.ifac.org/paib

  *IAASB ROUNDUP

   *EFFECTIVE REPORTING

Audit quality
The IAASB is exploring ways to improve 
audit quality and dialogue with stakeholders

Technical update
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Child benefit
Elections not to receive child benefit for 
higher rate tax payers will need to be 
considered soon for the 2013/14 tax 
year. If  a partner’s income is in excess 
of  £60,000, it may be preferable to 
disclaim the benefit in order to avoid 
the charge. This election takes effect in 
relation to weeks beginning after the 
election is made.

In CBTM03120 – Payments: High 
Income Child Benefit Charge election, 
HMRC states that: ‘A person’s election 
will take effect once it is treated as 
made that is, both after Her Majesty’s 
Revenue & Customs receive it and:
* on the Monday after a person’s most 

recent child benefit payment; or 
* where a person’s child benefit 

payment has already been issued, 
the Monday after the week(s) this 
payment relates to; or 

* on the day a person requests if  later 
than either Monday.’ 

HMRC provides the following 
example: 

A person is paid child benefit four-
weekly – three weeks in arrears and 
one week in advance. Where a payment 
is due for the period 6 May to 2 June 
2013, the date a person’s election 
takes effect depends on when HMRC 
receives that election. If  the election is 
received on
* 14 May 2013, the election will take 

effect from 6 May 2013 
* 28 May 2013, the person will already 

have received their Child Benefit 
payment for the period up to 2 June 
2013 and so their election will take 
effect from 3 June 2013 

* 24 May 2013, although the payment 
for the period up to 2 June 2013 will 
not have been paid into the person’s 
account, it will have already been 
issued and so the election will take 
effect from 3 June 2013. 

However, care needs to be taken 
when deciding if  an election is the right 
way forward. You can find guidance at 
www.accaglobal.com/uk/members/
technical

Inheritance tax
HMRC has updated its Inheritance Tax 
Manual at IHTM27079, 27080 and 
27091 to reflect a change in approach 
to the treatment of  debt. IHTM27079 
now states that: ‘In the past, HMRC’s 
approach to the situs of  specialty 
debts has been that this depends on 
where the relevant document is found. 
We have now been advised that our 
previous approach is unlikely to be 
correct. We now believe that these 
debts are situated where the debtor 
resides.’ 

At IHTM33026 the guidance has 
been updated following the ‘Stonor’ 
case. It now highlights that HMRC will 
not allow a claim to substitute a higher 
sale value for land or buildings sold 
within three years of  the date of  death.

Visit www.accaglobal.com/uk/
members/technical

Gaming duty
Notice 452: Machine Games Duty has 
been issued. It replaces the December 
2012 notice of  the same name. The 
main changes are in paragraph 26 
where examples and commentary have 
been provided. 

As per the prior notice it applies to 
anyone who:
*  holds, or is required to hold, a 

licence or permit which allows them 
to provide gaming machines for play 
on premises; 

*  owns, leases or rents premises 
on which machine games may 
be played; 

* controls the operation of  machines 
on which machine games may 
be played; 

* controls admission to premises 
on which machine games may 
be played; 

* has an interest in premises on which 
machine games may be located; 

* is responsible for the management 
of  premises on which machine 
games may be played; 

* shares in the profits from machine 
game play.

The notice also continues to highlight 
the paragraphs that have the force of  law 
under: 
* the Finance Act 2012; 
* the Machine Games Duty Regulations 

2012 (SI 2012/2500); 
* The Revenue Traders (Accounts 

and Records) Regulations 1992 (SI 
1992/3150).

See example below:
The following directions have the force of  

law under paragraphs 14(2), 14(5), 40(1) 
and 40(3) of  Schedule 24 to the Finance 
Act 2012 (FA12).

Transitional provision – accounting 
periods
a) Transitional provisions apply to 

accounting periods allocated in respect 
of  successful registration applications 
before 1 February 2013 (the start of  
MGD).

b) In the case of  successful registration 
applications before 1 February 2013, 
the start date for the Registered 
Person’s first accounting period will be 
1 February 2013.

c) All first accounting periods will be 
staggered as follows:
* Stagger A (two months): 1 February 

2013 to 31 March 2013 
* Stagger B (three months): 1 February 

2013 to 30 April 2013 
* Stagger C (four months): 1 February 

2013 to 31 March 2013
d) All second and subsequent standard 

accounting periods will cover three-
monthly calendar periods.

You can find links to this notice, updates 
on other notices on gold and finance and a 
longer article at www.accaglobal.com/uk/
members/technical

Tax treaties
A number of  agreements, including ‘new’ 
country agreements, have come into 
force. You can find and check details of  
the agreements at www.hmrc.gov.uk/
taxtreaties/news.htm

Glenn Collins, head of technical advisory, 
ACCA UK
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MARCH 2013

General

14 PAYE
P30 monthly return and 
payment for February 2013. 
(ROS extension to 23 March 
2013).

14 PSWT
F30 monthly return and 
payment for February 2013. 
(ROS extension to 23 March 
2013).

19 VAT
Bi-monthly VAT3 return 
and payment for the period 
January/February 2013 (ROS 
extension to 23 March 2013).

31 Share options
Return of information in 
relation to share options or 
rights granted in the year 
ended 31 December 2012.

31 Non Principal Private 
Residence Charge
Persons owning Irish 
residential properties (but not 
principal private residences) 
on 31 March 2013 will be 
liable, where applicable, to 
pay the €200 non principal 
private residence charge for 
2013.

Companies

14 Dividend Withholding 
Tax
Return and payment of DWT 
for distributions in February 
2013.

21 Corporation Tax
Return and final payment for 
accounting periods ended 30 
June 2012.  (ROS extension to 
23 March).

21 Corporation Tax
Preliminary tax for accounting 
periods ending 30 April 2013. 
(ROS extension to 23 March).

21 Corporation Tax
First instalment of preliminary 
tax for ‘large’ companies for 
accounting periods ending 
30 September 2013.  (ROS 
extension to 23 March).

31 Form 46G – Return of 
Third Party Information
Form 46G for accounting 
periods ended 30 June 2012

Individuals

31 Basis of Assessment
Deadline for claiming Separate 
Assessment and nominating 
Assessable Spouse (or civil 
partner) for 2013

APRIL 2013

General

8 Mandatory reporting
Where applicable, quarterly 
return of client lists for period 
to 31 March 2013.

14 PAYE
P30 monthly return and 
payment for March 2013. 
(ROS extension to 23 April 
2013).

14 PAYE
P30 return and payment for 
calendar quarter ended 31 
March 2013. (ROS extension 
to 23 April 2013).

14 PSWT
F30 monthly return and 
payment for March 2013. 
(ROS extension to 23 April 
2013).

Companies

14 Dividend Withholding 
Tax
Return and payment of DWT 
for distributions in March 
2013.

21 Corporation Tax
Return and final payment for 
accounting periods ended 31 
July 2012.  (ROS extension to 
23 April).

21 Corporation Tax
Preliminary tax for accounting 
periods ending 31 May 2013. 
(ROS extension to 23 April).

21 Corporation Tax
First instalment of preliminary 
tax for ‘large’ companies for 
accounting periods ending 
31 October 2013.  (ROS 
extension to 23 April).

30 Form 46G – Return of 
Third Party Information
Form 46G for accounting 
periods ended 31 July 2012

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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01 R&D and innovation
02 Personal tax
03 Real estate investment trusts

Finance Bill 2013 was published 
on 13 February. A separate Bill, 
the Finance (Local Property Tax) 
(Amendment) Bill 2013 was published 
at the same time, and it makes 
some minor refinements to the 
Local Property Tax (LPT), relating 
particularly to exemptions and anti-
avoidance.
The Finance Bill confirmed the 
tax measures announced in last 
December’s Budget and provided 
further details on how some of  them 
will operate. The Bill also introduced a 
number of  new measures that had not 
been announced in the Budget. 
This article outlines the main measures 
aimed at improving the environment 
for business and some important 
personal tax measures. There is a focus 
on new measures not announced on 
Budget Day and on areas where the Bill 
provided significant further details on 
the Budget Day announcements.

01 R&D and innovation
The Bill contained a number of  
enhancements that will be welcome 
to companies involved in research and 
development (R&D) and innovation 
activities.

R&D tax credit 
Finance Act 2012 introduced a 
measure allowing companies to 
surrender a portion of  the R&D tax 
credit to ‘key employees’. Under the 
current definition of  ‘key employee’, 
the employee must spend at least 
75% of  their time working on R&D 

activities. This requirement is being 
reduced to 50%. The Department 
of  Finance has also launched a 
consultation on the R&D tax credit, 
which will run until 29 March 2013.
The Bill also confirmed the increase 
in the amount of  R&D expenditure 
qualifying for the R&D tax credit on 
a full volume basis from €100,000 
to €200,000. This change applies to 
accounting periods commencing on or 
after 1 January 2013.

Carried interest
The carried interest framework allows 
certain companies engaged in R&D or 
innovation activities to access venture 
capital funding. A review of  the carried 
interest provisions was announced on 
Budget Day, and the Bill contains the 
proposed reforms:
1. The scope of  the relief  is expanded 

so that it is not limited to investment 
in companies at the start-up phase.

2. The relief  is linked to the overall 
performance of  the venture capital 
investment portfolio and not to 
separate individual investments as 
was previously the case.

3. The previous requirement for the 
investment to be held for a period of  
six years is reduced to three years.

4. The carried interest relief  
currently available to companies 
and partnerships is extended to 
individual venture fund managers. 

Intangible assets
The Bill reduces from 10 years to 
five years the period after which 
a clawback of  capital allowances 
claimed on intangible assets 
will not occur, where the asset is 
disposed of  or ceases to be used.

Finance Bill 2013 – 
an update

02 Personal tax

Debt forgiveness 
The Bill contains a number of  provisions 
applicable to individuals engaged in land 
dealing or development. The provisions 
relate to debt forgiveness and the use of  
trading losses.
Where an individual is carrying on 
a trade of  dealing in or developing 
land and debts have been incurred to 
purchase land held as trading stock of  
the trade, any release of  those debts will 
be treated as an income receipt of  the 
trade. This applies to debts released on 
or after 13 February 2013.
The Bill also introduces restrictions 
on income tax loss relief  where an 
individual is carrying on a trade of  
dealing in or developing land. Loss relief  
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claims will not be allowed where:
1. Less than 50% of  the individual’s 

total income for the tax year and the 
previous two years is derived from 
dealing in or developing land; and,

2. The loss being claimed has arisen 
from:
* A deduction for interest on the 

borrowings that is unpaid; and/
or,

* A deduction attributable to the 
write-down of  the value of  land 
held as trading stock (rather than 
a loss realised on disposal).

These provisions apply in respect 
of  interest becoming payable or a 
reduction in the value of  land held as 
trading stock occurring on or after 13 
February 2013.

as announced in the Budget, the 
operation of  the relief  will be 
significantly changed, and these 
amendments are subject to Ministerial 
Order. The relief  will no longer be 
available to individual investors 
in a qualifying film. Instead a film 
corporation tax credit of  32% will be 
available to a ‘producer company’. 
The Bill contains detailed information 
on when and how the tax credit can 
be claimed and the administrative 
requirements that will apply to the 
new regime.

Universal Social Charge
An amendment has been made in 
the Bill to ensure that credit for any 
unrelieved foreign tax on foreign 
income will be available against an 
individual’s charge to USC on that 
income. This applies from 2011. 
Provisions have also been made to 
account for the income levy for 2009 
and 2010.
An additional amendment is made to 
ensure that where the disposal of  an 
asset results in a balancing charge, 
and capital allowances on the asset 
had been allowable for the calculation 
of  USC, then USC will be payable on 
the balancing charge.

03 REITs
As announced in the Budget, the Bill 
provides for the introduction of  real 
estate investment trusts (REITs) from 
1 January 2013. REITs are listed 
companies which are exempt from 
corporation tax on qualifying income 
and gains related to rental investment 
property, subject to a requirement 
to distribute the majority of  profits 
annually for taxation at shareholder 
level. It is hoped that this will attract 
investment capital to the Irish 
property market.

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

Pre-retirement 
The Bill confirms the Budget Day 
announcement that individuals will be 
granted the option to draw down up to 
30% of  the value of  their Additional 
Voluntary Contributions (AVCs) 
prior to retirement. The draw-down 
will be subject to income tax at the 
individual’s marginal rate, but the Bill 
provided the welcome confirmation 
that it will not be subject to USC or 
PRSI. This once-off  draw-down may be 
made in the three years following the 
passing of  Finance Act 2013 (likely to 
be early April 2013).

Living city initiative
Two new incentives for urban 
regeneration activity are outlined in 
the Bill. The areas covered are to be 
prescribed by order of  the minister 
for finance and the relief  will apply to 
qualifying expenditure incurred within 
five years of  commencement of  the 
scheme. The commencement of  the 
scheme is subject to a Ministerial 
Order. 

The first incentive applies to 
the refurbishment or conversion 
of  Georgian houses for residential 
purposes. The relief  is limited to 
owner-occupiers and it takes the form 
of  a deduction from the individual’s 
total income for the year in which 
the qualifying expenditure is incurred 
and the following nine years. The 
allowable deduction each year is 
an amount equal to 10% of  the 
qualifying conversion or refurbishment 
expenditure.

An incentive is also provided for the 
refurbishment of  certain commercial 
properties. This relief  takes the 
form of  capital allowances for 
expenditure incurred on the conversion 
or refurbishment of  a qualifying 
commercial property.

Film relief
Film relief  is to be extended to 2020, 
subject to EU approval. However, 
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Let me start by asking the following 
question: ‘Do accountants have any 
credible role in business anymore?’ 
When I posed this question to an 
audience of accountants some months 
ago, I almost needed security to get 
me safely back to my car. It’s a 
slightly tongue in cheek question but 
let me explain why it is important.

Risk
There was a financial controller in, and 
probably an accountant on, the board 
of  every bank and major property 
company that failed in the last five 
years. 

There are qualified accountants 
working for and advising the financial 
regulator and the Department of  
Finance, among other important 
economic ministries, and all members 
of  professional accounting bodies are 
required to adhere to a code of  ethics. 
Therefore, the questions must be 
asked: As a profession, were we asleep 
at the wheel? Did we not help our 
organisations to identify serious 
financial risks? Did we fall into the trap 
of  ‘group think’? Did we become 
distracted by the drive for profit and 
lose our impartiality? 

Questions
These might seem like hard questions, 
but we need to address them if  we are 
to be serious contenders for a role in 
turning around the organisations we 
proclaim to serve. Before identifying an 
accountant’s role, let us first look at 
what turnaround means. Turnaround is 
the process of  taking an organisation 
from a very challenging stage to a new 
place where it is focused, successful in 
what it does and, ultimately, profitable. 
As a turnaround professional, when 

looking at a new assignment I pose 
three questions to the commissioners 
of  the work: 
1. Was the business or organisation 

ever a good idea?;
2. Do the owners, managers and 

shareholders have the energy, 
stamina and enthusiasm to keep 
going?; and,

3. If  I take on the assignment, will I 
get paid?

A turnaround assignment will only be 
successful if  there is absolute buy-in 
from the various stakeholders involved 
in an organisation. As the internal or 
external accountant to an organisation, 
you are, at most, part of  the 
turnaround team. You have, however, 
an integral role to play. Based on my 
experiences, I’ve set out the following 
five important challenges for the 
accountant in a turnaround.

1. Create the space to start
Usually at the start of  a turnaround 
assignment, the client presents with 
the following:  
* Little or no credit available from its 

bankers;
* Micromanaging day-to-day cashflow/

juggling creditors; and,
* Filling never-ending forms for the 

bank to support debt restructuring.

Without access to finance, wages 
may go unpaid, vital supplies will not 
be available and customers will not be 
serviced with whatever promise or 
contract the organisation has 
committed to. A vicious circle is 
created and your first challenge, as an 
accountant, is to create space to start 
a turnaround. You need access to 
funding and you need to identify the 
business’s main funders and how they 
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might be leveraged to provide the 
business with additional funding:
* Bank – additional funding or 

suspended loan payments;
* Suppliers – additional credit;
* Revenue – paused payments; and,
* Shareholders – increased equity.

Working with the chief  executive of  
the business, you need to decide 
which of  the parties will work with you 
immediately. You should encourage 
the chief  executive to meet with them 
and explain that he/she is embarking 
on a turnaround process for the 
business and has engaged a 
turnaround expert to assist. At this 
stage, there will not be a specific plan 
in place just a serious commitment to 
a process. 

The funder will need to take a risk 
on the business and will most likely 
seek something in return. You could 
pre-empt this by offering the following 
(depending on how badly the finance 
is needed):
Suggest an independent business 
review
* The terms of  reference of  the review 

may be agreed with the funder and 
the results reported back directly to 
them. Usually, once a turnaround 
expert has been appointed, they 
will be happy for the independent 
business reviewer to work with them 
or ask them to do the review.

Offer additional security
* You may only need to do this for a 

limited period.
Offer oversight
* Offer the funder the opportunity 

to appoint a director to the board 
of  the business. Again, this may 
only be necessary for a temporary 
period.
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While it sounds obvious, if  you 
cannot secure funding to operate for a 
reasonable turnaround period then it is 
likely to be ‘game over, ball burst’.

2. Agree objectives
Think about this sentence: ‘If  you don’t 
know where you are going, any road will 
get you there’. If  the business is in a 
turnaround process it clearly has 
challenges, so now is the time for clear 
and unambiguous objectives for the 
organisation. Use the word ‘need’ 
rather than ‘want’ and ask the 
question: ‘What would happen if  we 
did this’ and ‘what would happen if  we 
didn’t do this’. There is a great 
question in Dr Spencer Johnson’s book 
Who Moved My Cheese? that I regularly 
use: ‘What would you do if  you weren’t 
afraid?’ 

You role as an accountant is 
multi-faceted: 
1. Your professional training, your 

experience and your ability to 
convert objectives into financial 
consequences equips you to be part 
of  the turnaround team. Dig deep 
and use these skills as you never did 
before.

2. Quickly model each idea so that the 
other team members can see the 
financial consequence of  their idea 
and show them some plus and 
minus sensitivities on their idea (for 
example, what if  a new pricing 
structure was increased or 
decreased by 10%?).

3. Follow through ideas into the 
knock-on impact on other areas of  
the business such as CAPEX 
requirement, funding needed, 
impact on debtors and creditors, 
etc.

3. Set KPIs
As accountants, we remember the 
mantra from our training days that 
‘what gets measured gets done’. But, 
do we put this into practice and, if  so, 
are we measuring the correct things? 

Identifying risks and opportunities 

helps guide a business through its 
turnaround process. As an accountant, 
you can steer this process by provoking 
ideas around the influences on your 
organisation. Try looking at the 
organisation through the following 
lenses and, in doing so, think about the 
risks and opportunities that arise. 
Some are clearly within the control of  
the business, while others are external 
in nature. Nevertheless, monitoring 
progress and movement on internal 
and external factors that affect the 
business is an essential control:
* Customers;
* Suppliers; 
* Staff;
* Internal operations and efficiency;
* Banking balances and facilities;
* Marketplace/competitors; and,
* Economy – interest and exchange 

rates, inflation and economic activity.

A good turnaround process will 
identify the key influences on the 
organisation. For each influencing 
factor, ask yourself  the question ‘what 
does good look like?’ and then set a 
target for your organisation to work 
towards. These targets should be the 
backbone of  your KPI reporting. 

4. The reporting system 
Many CEOs who receive monthly 
management reports from their 
accountants would say that it falls into 
the category of  ‘never mind the quality, 
feel the thickness’. Just because we 
trained as accountants and learned 
numerical wizardry doesn’t mean we 
should use it as the language to tell 
others, particularly non-accountants, 
how they are doing. Our ability as 
accountants to parse and analyse 
financial performance, and then use 
that information to inform decisions, is 
only of  use if  we can find a way to 
communicate it to our audience. The 
challenge for us is to produce 
management information (MI) that is 
easy for the user to relate to, tells key 
messages and focuses on ‘what do I 

have to do next’. MI should be 
decision-provoking and enabling. 

Challenge yourself  with the following: 
I have one A4 page to give my message 
this month. What does my reader really 
need to know? Think about using 
shapes, pictures or trend lines and 
minimise the use of  numbers. 
Remember, numbers are our tool as 
accountants to help us create 
messages. You need to use the readers’ 
tools of  understanding to communicate 
with them. 

5. Have a view and express it
Very often, because we are analysing 
financial information, we can see 
trends and messages before the 
organisation can. That’s partly why we 
are there. Therefore, we must take 
seriously our role in shaping messages 
that we become aware of. We must also 
be prepared to form a view and 
articulate it. We may not be right but 
we have collective responsibility as part 
of  the organisational team to show 
what accountants contribute. It’s time 
to ‘call a spade a spade’.

Since 2007, the organisations we 
serve have taken a battering and we 
have let a ‘blame game’ persist for too 
long. As a profession we could have 
done more but it is never too late to 
start again. Let me finish by adapting 
my turnaround questions at the start 
of  this article and focus them on our 
role as accountants and our place in 
business turnaround: 
1. Was becoming an accountant ever a 

good idea?;
2. Do we still have the interest, 

enthusiasm and stamina to keep 
going?; and,

3. Do we think the organisations we 
support will reward our efforts?

If  the answers are yes, then welcome 
onboard. 

John Crawley FCCA is chief 
executive, The Finance Expert. 
Email john@thefinanceexpert.ie
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In good times, credit control is 
important; in bad times, it is critical. 
All of a business’ working capital 
and finance needs, and its ability 
to pay bills, are predicated on the 
predictability of cashflow. Companies 
are seeing the link more clearly 
between effective credit control and 
confidence in their inflows, which, 
in turn, may mean they need less 
headroom in their banking facilities 
and have less ‘urgent events’ to tackle. 

Given the challenges facing many 
businesses in terms of  accessing 
credit, the flexibility of  invoice 
financing can be a valuable method of  
raising working capital by converting 
trade debts into cash on an ongoing 
basis. The facility can allow a company 
to access funds of  up to 80% of  
approved invoices. In cashflow terms, 
this is the equivalent of  having 80% of  
eligible invoices paid within 24 hours. 
Cash is continually delivered to your 
business, increasing with your sales, 
and providing much needed working 
capital.

Opportunities
Bank of  Ireland provides the following 
checklist for ‘ideal candidates’ for 
invoice discounting:

traditional routes to credit can prove 
problematic. As a form of  funding, 
invoice discounting can often releasing 
more cash on an ongoing basis than 
any other source of  traditional working 
capital finance. As the amount of  cash 
available to a business increases with 
sales, its an approach that’s ideal 
for both expanding and established 
businesses. Trade debtors may often 
be a company’s biggest asset and 
invoice financing can release the 
funds tied up here. Improve liquidity 
can allow companies the freedom to 
take better advantage of  business 
opportunities.

Some misconceptions persist around 
invoice discounting and it is important 
to stress that, with any professional 
service provider, invoice discounting 
will be entirely confidential, and a 
company’s customers will be unaware 
of  and unaffected by its use. We 
always advice businesses to see it as 
a complementary form of  finance, 
working alongside your existing 
banking arrangements.

Derek McDermott is head of 
asset and commercial finance, 
Bank of Ireland Finance. 
Email derek.mcdermott@boi.com

* Businesses with an annual turnover 
of  over €1m or the potential, given 
adequate funding, to reach this size 
rapidly (though smaller companies 
will also be considered by most 
service providers, including BOI);

* Businesses that sell on credit, 
e.g. manufacturers, wholesalers, 
distributors and service providers;

* Businesses with a good spread of  
debtors, good credit control and 
management information systems; 
Businesses that invoice in arrears 
for goods delivered and/or services 
completed; and,

* Businesses that are profitable with a 
positive net worth.

Freedom
The benefits of  invoice discounting 
should be clear cut, particularly 
in the current environment, where 
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Having become the standard means of 
filing company accounts in the UK, 
iXBRl technology is on its way to 
Ireland as part of the Revenue’s plans 
for the digital future. Indeed, the first 
Irish deadline is approaching fast, 
with October 2013 being the 
mandatory date for accounts dealt 
with by the Large Cases Division. The 
challenge for businesses and 
professional firms is to get to grips 
with the new technology and really 
appreciate what impact this is going 
to have on their year-end work.

Revenue has been drawing heavily on 
the UK model during their 
implementation of  the project, and it’s 
a very useful case study for businesses 
to learn from as well. The key to 
successfully negotiating your way 
through this period is early planning, 
and appointing someone with authority 
to understand the requirements. They 
will need to look at how iXBRL is going 
to affect internal processes and also 
liaise with your key software suppliers.

Fortunately for the software 
companies, the technology is now 
understood, and the UK experience has 

given them plenty of  time to embed it 
into their existing offerings. Invite them 
in to demonstrate their solution as 
soon as possible, and make sure they 
explain and help you implement the 
new rules.

Challenges
Our experience in the UK was that 
iXBRL did not begin and end with the 
filing of  accounts. It led businesses to 
look at all aspects of  their accounts 
production process. For professional 
firms, there were the issues of  review; 

what level of  staff  would be used to do 
the work; and what level of  
responsibility the end client takes for 
the tagging. For commercial clients, 
they had the same issues but were 
faced with one additional larger 
challenge. Many commercial entities 
still use tools such as MS Word for 
accounts production, despite the many 
flaws and risks inherent in doing so. 
XBRL presents a real challenge, 
because these documents also have to 
be tagged. Some outsourced the 

iXBRL in Ireland – 
an update
Simon Warren refl ects on the challenges of 
change as the fi rst deadline approaches
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service, initially at discounted rates, and, 
in some cases, this is a perfectly 
sensible approach to adopt. Others 
purchased tagging tools for MS Word, 
again a valuable addition to the toolkit in 
certain circumstances. The real change 
we saw was the adoption of  automated 
accounts production software, because 
XBRL led businesses to examine not just 
the production of  the financial 
statements but the whole back office 
process of  preparation and review.

 
Preparation
Probably the most important lesson to 
be drawn from the UK experience is that 
iXBRL is not something that a business 
can allow to passively pass over them. It 
affects the business in a far deeper way, 
and requires preparation and 
understanding within the accounting and 
tax teams. Most of  all, speak to your 
software suppliers and get them in now 
to show you exactly how their system is 
going to help you address the iXBRL 
challenge.

Simon Warren is managing director, 
CaseWare UK
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CCH iXBRL Review & Tag ensures that financial 
statements produced through CCH Accounts Production 
are fully iXBRL compliant.
In addition CCH iXBRL Review & Tag allows you to quickly 
and easily add iXBRL tags to accounts created in Microsoft 
Word and Microsoft Excel format. So if  your clients supply 
accounts in these formats, CCH iXBRL Review & Tag 
software avoids the need to re-type data into your own 
accounts production system. 
This presents an opportunity for practices to offer a 
tagging service to existing and new clients allowing them 
to further enhance relationships with clients by offering 
this value added service.

FOR CORPORATE
Some corporate accounts departments will use dedicated 
accounts production software to produce accounts in the 
correct format, but many will still want to carry on using 
Word or Excel for final formatting and presentation. 
These business`s will still need to produce accounts in 
iXBRL format but will want to do it without radically 
changing existing procedures.
The CCH iXBRL Review & Tag tool is a perfect solution to 
this challenge: 

• Minimal knowledge of  iXBRL – Convert accounts quickly 
and easily with automatic tagging and intuitive, drag 
and drop amendments. 

• Very little training – Get up and running almost 
immediately. 

• Keep existing procedures – Carry on producing 
accounts in Word and Excel, using the internal systems 
you’re already familiar with. 

• Add or amend iXBRL tags – Create an iXBRL format file 
from Word or Excel originals or review accounts already 
in iXBRL format. 

• Maintain data security – No need to send your accounts 
data to a third party for processing.

For further information visit www.cchsoftware.ie 
email info@wolterskluwer.ie or call us on 044-9334631.

CCH iXBRL 
Review & Tag
For Practice

AB_Mar_2013.indd   41 22/02/2013   14:53

mailto:info@wolterskluwer.ie


Accounting for financial instruments 
under IAS39 has been heavily 
criticised by, and frustrated, many 
users of the financial statements. As a 
reaction to the criticism, the IASB 
commenced work on the new standard 
– IFRS 9 – initially aiming to replace 
IAS39 by 1 January, 2013. Due to the 
indisputable complexity of the matter 
and the number of comments received 
from various parties on the first 
exposure draft (ED), the effective date 
of the new standard was moved and it 
is currently expected to be 1 January, 
2015. 

One of  the frequently criticised areas 
in the current accounting rules is 
hedge accounting. Hedge accounting in 
IAS39 has been designed as a purely 
technical measure that helps to reduce, 
or ideally fully eliminate, P/L volatility 
caused by the different measurement 
principals applied to various classes of  
financial and non-financial instruments. 
Rather than reflecting the effectiveness 
of  the risk management strategies 
chosen by the reporting entities in the 
context of  their business models, it has 
been based on a set of  rules and 
formal requirements that often do not 
correlate with these risk management 
objectives. This leads to real business 
situations where a fully effective and 
economically rational risk hedging 
strategy is not adequately reflected in 
the financial reports, as the strict 
formal rules often make achieving 
hedge accounting impossible. The 
resulting P/L volatility creates an 
impression that the hedging strategy 
used by the reporting entity is not 
effective, even if  it is. Furthermore, the 
reported P/L volatility could be often in 
contradiction to IFRS7 disclosures that 
are more closely linked to risk 
management objectives. In such 
situations, an entity discloses and 

IFRS9 hedge accounting
Tomas Termer asks whether IFRS9 hedge accounting better 
refl ects risk management objectives

demonstrates that it is not exposed to 
changes in interest rates while showing 
material fair value gains and losses in 
its P/L caused by movement in interest 
rates at the same time. This can 
happen when the hedging strategy and 
business/funding model do not meet 
the formal requirements set out by 
IAS39. In those cases, the qualitative 
risk-related disclosures are in 
contradiction with the financial figures 
presented on the face of  balance sheet 
and P/L. This sends inconsistent and 
confusing messages to users of  
financial statements. In order to 
overcome the aforementioned 
shortcomings, the IASB declared its 
intention to link hedge accounting in 
IFRS9 to risk management activities: 
‘This exposure draft proposes that the 
objective of  hedge accounting is to 
represent in the financial statements 
the effect of  an entity’s risk 
management activities that use 
financial instruments to manage 
exposures arising from particular risks 
that affect profit or loss. This aims to 
convey the context of  hedging 
instruments in order to allow insight 
into their purpose and effect.’  

Meeting objectives
However, do the proposed new 
accounting rules under IFRS9 meet 
this creditable objective or not, and to 
what extent? This will be further 
analysed in this article, with regard to 
a specific business case. It needs to be 
stressed that IFRS9 has not yet been 
finalised. In particular, rules for the 
so-called ‘open portfolios’ or ‘macro 
hedging’ have not yet been drafted. 
Hence, this analysis is based on Hedge 
Accounting Exposure Draft 
(ED/2010/13) issued in December 
2010, incorporating the IASB’s 
subsequent re-deliberations of  
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September 2011 and the recently 
issued ‘review draft’ that details the 
new hedge accounting requirements. A 
declared ambition of  the IASB is to link 
hedge accounting rules to risk 
management objectives and to 
economic hedging leads to particular 
expectations as regards to the 
qualitative characteristics of  the 
financial statements. I have selected 
two expectations/requirements that 
are, in my view, relevant and legitimate 
from a risk management perspective. 

Expectation 1: The financial 
statements of  an entity that is 
economically hedged against a 
financial risk, i.e., its future cashflows, 
will not be impacted by changes in a 
risk component attributable to a 
certain financial risk (e.g. interest rate 
risk), should not be affected by 
changes in said risk component. 

An example could be an entity that is 
effectively hedged against the risk of  
future changes in interest rates. The 
future cashflows of  such entity should 
not be affected by future changes in 
interest rates at all. A user of  financial 
statements could reasonably expect 
that neither the future statement of  
assets and liabilities, nor the statement 
of  profit or loss of  such entity, are 
affected by future changes in interest 
rates. 

Expectation 2: If  one entity uses a 
certain set of  financial instruments 
and another entity uses a different set 
of  financial instruments and if  both 
sets of  financial instruments show 
identical responses to all relevant risk 
components, the financial statements 
of  both entities should be ‘caeteris 
paribus’ identical. This is based on the 
principal of  comparability, one of  the 
qualitative characteristics of  financial 
statements set out by the IFRS 
Conceptual Framework. 

Example: Entity 1 issued a three-year 
floating rate note (FRN) of  100m 
CCY1, where the interest rate re-fixes 
every three months based on 3M libor. 
Entity 2 issued a three-year fixed rate 
note of  100m CCY1 and immediately 
entered into a three-year receive fix/
pay floating interest rate swap, where it 

changes in interest rates. Let us 
assume that the fair value of  the IRS 
at inception is zero and that the 
existing risk management model does 
not allow the company to unwind 
interest rate swaps before maturity. 
The fair value of  IRS on maturity is 
always zero. According to the existing 
IAS39 rules, the IRS needs to be 
re-measured at fair value at each 
balance sheet date, which means that 
the balance sheet will be influenced 
by changes in interest rates as the fair 
value of  IRSs is determined by those 
changes. IFRS9 is no different in 
terms of  a definition and classification 
of  derivative instruments, i.e., all 
derivatives are classified as ‘held for 
trading’ by a rule, irrespective of  their 
real function in the entity’s risk 
management model. This implies that 
the balance sheet and all related 
financial ratios will be influenced by 
changes in interest rates as long as a 
derivative instrument is involved even 
if  the company is immune to the 
interest rate risk and swaps are held 
to maturity. 

Scenario A – B/S impact of changes 
in interest rates

Instrument
FV 

change 
Y1

FV 
change 

Y2

FV 
change 

Y3

Operating 
lease

0 0 0

5Y FRN 0 0 0

IRS +15 +7 -22

TOTAL B/S 
impact

+15 +7 -22

As regards to the impact on the 
P/L, there are two potential solutions 
within IFRS9:
* Fair value hedge.
* Cashflow hedge. 

Under fair value hedging, the IRS 
will be fair valued through P/L, while 
the measurement basis of  the hedged 
item (operating lease contract) will be 
adjusted by changes in fair value 

receives the same interest rate that is 
paid on the fixed rate note and it pays 
3M libor. 

The future cashflows are the same 
for both entities, therefore the financial 
statements should be ‘caeteris paribus’ 
identical as the floating rate note is 
just a synthetic version of  the fixed-rate 
note and the interest rate swap 
combined. Using a particular business 
case, I will further analyse whether and 
to what extent the existing hedge 
accounting rules under IAS39 and the 
newly proposed rules under IFRS9 
meet the two aforementioned 
expectations. 

Two scenarios
Company X is a leasing company that 
provides operating leases of  
equipment. The company raises funds 
from the capital markets through an 
unsecured bond issuance programme. 
The bonds issued could be either fixed 
rate or floating rate. The typical 
operating lease contract is EUR 
denominated and three years duration, 
which includes financing provided on a 
fixed-rate basis (implicitly included in 
the monthly lease instalments) and 
various services. An estimated residual 
value is typically 40% of  the initial fair 
value of  the leased asset. 

Scenario A
Company X has issued a five-year EUR 
denominated floating rate note of  
€100m where the interest rate re-fixes 
quarterly and refers to 3M Euribor. The 
company is exposed to changes in 
interest rates as the interest rate is 
locked in the lease contract for three 
years, while the interest rate re-sets 
every three months on the funding 
side. In order to hedge its exposure to 
changing interest rates, the company 
enters into amortising interest rate 
swap (IRS), where it receives 3M 
Euribor and pays a three-year fixed rate 
over the amortising notional amount. 
The swap amortisation schedule 
mirrors the amortisation of  the lease 
contract. This way, the company is 
economically fully hedged, i.e. its 
future cashflows do not depend on the 
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attributable to the hedged risk. In 
terms of  an impact on profit or loss, 
IAS39 fair value hedge limitations 
caused by an operating lease not being 
classified as a financial instrument and 
being consequently fair valued in its 
entirety (IAS39.82), IFRS 9 brings an 
important change. The new standard 
will allow an adjustment of  the carrying 
value of  a non-financial instrument that 
is used as a hedged item in fair value 
hedge for a change in fair value 
attributable to each individual risk 
component, provided the risk 
component is separately identifiable 
and reliably measurable. The valuation 
of  the operating lease contracts in 
relation to changes in interest rates 
might be still a complex task in 
practice. The level of  complexity will 
also depend on the final outcome of  
the re-deliberations on the new version 
of  IAS17, Accounting for Leases. 

Scenario A - P/L impact under fair 
value hedge

Instrument
FV 

change 
Y1

FV 
change 

Y2

FV 
change 

Y3

Operating 
lease

-15 -7 +22

5Y FRN 0 0 0

IRS +15 +7 -22

TOTAL B/S 
impact

0 0 0

If  an effective cashflow hedge could 
be set up, the changes in the fair value 
of  the IRS would be recognised 
through other comprehensive income 
OCI (i.e., still having an impact on the 
balance sheet) and not through profit 
or loss. The floating rate note could be 
designated as a hedged item as the 
interest rate swap effectively hedges 
the risk of  changes in future cashflows 
attributable to changes in ‘risk-free’ 
rate (3M Euribor) on the floating rate 
note for the period of  next three years. 
As the duration of  the note is longer 
than the duration of  the swap, it is 

likely that the hedge will remain 
effective throughout the whole life of  
the swap. Both instruments refer to the 
same reference rate (3M Euribor) and 
as long as the rate re-fixing dates for 
the note and the swap are the same, 
the company can create a highly 
effective cashflow hedge and avoid P/L 
impact and volatility. Cashflow hedging 
will remain unchanged under IFRS9 
with fair value gains/losses on IRS 
recognised through OCI.

Scenario A - P/L impact under 
cashflow hedge – IAS39

Instrument
FV 

change 
Y1

FV 
change 

Y2

FV 
change 

Y3

Operating 
lease

0 0 0

5Y FRN 0 0 0

IRS 0 0 0

TOTAL B/S 
impact

0 0 0

In summary, for both types of  hedges 
(fair value and cashflow hedge), leasing 
Company X will be able to avoid an 
impact on its P/L under IFRS9.

Scenario B
Company X has issued a five-year EUR 
denominated fixed rate note of  €100m. 
The company is exposed to changes in 
interest rates as the rate is locked in a 
lease contract for three years on the 
asset side (on an amortising basis), 
while the interest rate is fixed for five 
years on the liability side. In order to 
hedge the risk, the company enters 
into two IRSs. Under IRS 1, it receives 
a five-year, fixed rate and pays a 
three-month Euribor over the notional 
amount of  €100m. This is to match the 
note. It receives three-month Euribor 
and pays a three-year fixed rate under 
the IRS 2 with the amortising notional 
in order to match the three-year lease 
contracts of  €100m. The company is 
economically fully hedged, i.e., its 
future financial position does not 

depend on changes in interest rates. 
As in the previous case, the fair value 

of  both IRSs at inception is zero and 
the existing risk management model 
does not allow the company to unwind 
neither of  the two IRSs before maturity. 
The fair value of  both swaps on 
maturity is always zero. The question 
is, therefore, whether a solution exists 
within IFRS9 that would allow the 
company to eliminate the impact of  
future changes in interest rates on its 
financial statements.

According to IFRS9 both swaps need 
to be re-measured at fair value at each 
balance sheet date, which means that 
the balance sheet will be influenced by 
future changes in interest rates. The 
response of  the fair values of  both 
swaps to changes in interest rates will 
be different, because each swap has a 
different maturity date and their 
notional amounts will differ as well 
(IRS1 is a non-amortising five-year 
swap, while IRS2 is an amortising 
three-year swap). Hence, the 
conclusion is that the impact of  
changes in interest rates on the 
company’s balance sheet is 
unavoidable even if  the company is 
perfectly hedged against those 
changes. 

Scenario B - B/S impact of changes in 
interest rates

Instrument
FV 

change 
Y1

FV 
change 

Y2

FV 
change 

Y3

Operating 
lease

0 0 0

5Y FRN 0 0 0

IRS 1 -40 -33 +27

IFRS 2 +15 +7 -22

TOTAL B/S 
impact

-25 -26 +5

As to the P/L impact, IFRS9 will enable 
a set-up of  an effective fair value hedge 
between the lease contract and the 
IRS2. In combination with the fair value 
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WHAT HAVE SAGE 
BEEN DOING?
Sage have been working overtime to ensure everything will 
be in place for the impending iXBRL requirements. For 
accountants it means new ways of doing things; 
howeverSage  software will take care of most of the 
challenges for you.
In the UK we recently announced the launch of  the latest 
version of  Sage Accounts Production, containing the new 
Sage Assisted Tagging solution. Recognised by HMRC, the 
latest version delivers iXBRL compliance through an assisted 
tagging solution which has been incorporated into the 
software. Helping to increase the speed and efficiency of  
producing iXBRL accounts, the Sage Assisted Tagging 
solution guides you through the tagging process using a high 
level of  automation and step-by-step assistance where 
necessary. 
If  you are an Irish customer filing to the HMRC, this release 
will be available to you in the coming weeks. To help get you 
up-to-speed with this new tool as quickly as possible we are 

be holding free training webinars for our customers. Sage 
customers can  book on one of  these webinars by visiting 
http://www.xbrlwithsage.com/training
The webinar will last approximately one hour and will provide 
an overview of  the Sage Assisted Tagging solution including: 
how to launch and work through our new tool and common 
tagging scenarios.
We’ve been working closely with Revenue to ensure we 
capture their iXBRL requirements.  Later this year we will 
release a new version of  Sage Accounts Production that 
includes the Sage Assisted Tagging solution and delivers Irish 
compliance. 
Whether you are an existing Sage Accounts Production user 
and would like to check if  you are ready for iXBRL or would 
like more information on Sage Accounts Production please 
call our dedicated Accountants Team 1890 923 308 or email 
us accountantsteam@sage.com 

AB_Mar_2013.indd   45 26/02/2013   10:06

www.sage.ie/ixbrl
www.xbrlwithsage.com/training
mailto:accountantsteam@sage.com


hedge between the fixed rate note and 
IRS1, a P/L impact could be avoided.

Scenario B - P/L impact Fair value 
hedge – IAS39

Instrument
FV 

change 
Y1

FV 
change 

Y2

FV 
change 

Y3

Operating 
lease

+15 -7 +22

5Y FRN +40 +33 -27

IRS 1 -40 -33 +27

IFRS 2 +15 +7 -22

TOTAL B/S 
impact

0 0 0

IFRS9 brings another material 
change that should allow a 
combination of  a fair value and 
cashflow hedge solution. Under ED 
IFRS 9.15: ‘An aggregated exposure 
that is a combination of  an exposure 
and a derivative may be designated as 
a hedged item’. Previously, under IAS 
39, a derivative could not be 
designated as (part of) a hedged item. 
The new standard would permit a 
creation of  a ‘synthetic’ floating rate 
note as a combination of  the fixed rate 
note and IRS1 for cashflow hedge 
accounting purposes. A ‘synthetic’ FRN 
can be then used as a hedged item in a 
cashflow hedge relationship, where the 
IRS2 is a hedging instrument. This 
solution is very helpful as it would 
allow leasing companies – providers of  
operating leases – to avoid P/L 
volatility irrespective of  their funding 
model, i.e., whether they issue debt 
instruments in a floating or fixed rate 
format. 

Scenario B - P/L impact under 
cashflow hedge – IFRS9

Instrument
FV 

adjust 
Y1

FV 
adjust 

Y2

FV 
adjust 

Y3

Operating 
lease

0 0 0

5Y FRN +40 +33 -27

IRS 1 --40 --33 +27

IFRS 2 0 0 0

TOTAL B/S 
impact

0 0 0

Impact of  changes in interest rates 
on financial statements under IAS39 
and IFRS9

Impact of changes in interest rates on 
financial statements under IAS39 and 
IFRS9

Impact on 
B/S IAS39/

IFRS9 

Impact on 
P/L IAS39/

IFRS9

Scenario A YES/YES NO/NO

Scenario B YES/YES YES/NO

Despite of  being perfectly hedged 
against changes in interest rates, an 
entity’s balance sheet reflects those 
changes under IAS39 in both funding 
scenarios. IFRS9 does not bring any 
change. As regards to P/L impact, 
IFRS9 introduces some new concepts 
that will allow to avoid P/L impact for 
any funding scenario. That is a positive 
change as currently there is no hedge 
accounting solution under IAS39 for 
the funding scenario B.

Meeting the expectations 1 and 2

Expectation 
met under 

IAS39 B/S / 
P/L

Expectation 
met under 

IFRS9 B/S / 
P/L

Expectation 1 NO/NO NO/YES

Expectation 2 NO/NO NO/YES

 While under IAS39 both B/S and 
P/L do not meet above defined risk 
management expectations, P/L under 
IFRS9 does not reflect any changes in 
interest rates for a perfectly hedged 
entity and P/L looks the same 
irrespective of  the chosen funding 
model. 

Conclusion
The conclusion is that in the specific 
case of  an operating lease provider 
with two different funding strategies 
(fixed rate and floating rate notes), the 
newly proposed hedge accounting rules 
are better linked to risk management 
objectives, compared to existing rules. 
Although it would be wrong to make a 
general conclusion from one particular 
example, an attempt made by the IASB 
to bring the new hedge accounting 
rules closer to the business and risk 
management objectives is obvious. This 
is certainly a step in the right direction 
as a schizophrenic split between 
hedging as a risk management concept 
and hedge accounting as a technique to 
avoid an undesirable P/L volatility is 
conceptually hard to explain. The 
accounting treatment should, indeed, 
follow particular business and risk 
management models and objectives 
applied by a reporting entity as long as 
those models are properly documented 
and tested and an entity follows those 
models consistently in practice.

Tomas Termer is a treasury 
accounting specialist. Email 
address ttermer@centrum.cz
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The difference between debt and 
equity in an entity’s statement 
of financial position is not easy 
to distinguish for preparers of 
financial statements. Many financial 
instruments have both features, 
with the result that this can lead to 
inconsistency of reporting. 

The International Accounting 
Standards Board (IASB) agreed with 
respondents from its public 
consultation on its agenda (December 
2012 report) that it needs greater 
clarity in its definitions of  assets and 
liabilities for debt instruments. This 
should therefore help eliminate some 
uncertainty when accounting for assets 
and financial liabilities or non-financial 
liabilities. The respondents felt that 
defining the nature of  liabilities would 
advance the IASB’s thinking on 
distinguishing between financial 
instruments that should be classified 
as equity and those instruments that 
should be classified as liabilities.

The objective of  IAS 32, Presentation, 
is to establish principles for presenting 
financial instruments as liabilities or 
equity and for offsetting financial 
assets and liabilities. The classification 
of  a financial instrument by the issuer 
as either debt or equity can have a 
significant impact on the entity’s 
gearing ratio, reported earnings, and 
debt covenants. Equity classification 
can avoid such an impact, but may be 
perceived negatively if  it is seen as 
diluting existing equity interests. The 
distinction between debt and equity is 
also relevant where an entity issues 
financial instruments to raise funds to 

settle a business combination using 
cash or as part consideration in a 
business combination. Understanding 
the nature of  the classification rules 
and potential effects is critical for 
management and must be borne in 
mind when evaluating alternative 
financing options. Liability 
classification normally results in any 
payments being treated as interest and 
charged to earnings, which may affect 
the entity’s ability to pay dividends on 
its equity shares.

The key feature of  debt is that the 
issuer is obliged to deliver either cash 
or another financial asset to the holder. 
The contractual obligation may arise 
from a requirement to repay principal or 
interest or dividends. Such a contractual 
obligation may be established explicitly 
or indirectly, but through the terms of  
the agreement. For example, a bond 
that requires the issuer to make interest 
payments and redeem the bond for 
cash is classified as debt. In contrast, 
equity is any contract that evidences a 
residual interest in the entity’s assets 
after deducting all of  its liabilities. A 
financial instrument is an equity 
instrument only if  the instrument 
includes no contractual obligation to 
deliver cash or another financial asset 
to another entity and if  the instrument 
will or may be settled in the issuer’s 
own equity instruments.

For instance, ordinary shares, where 
all the payments are at the discretion 
of  the issuer, are classified as equity of  
the issuer. The classification is not 
quite as simple as it seems. For 
example, preference shares required to 

be converted into a fixed number of  
ordinary shares on a fixed date or on 
the occurrence of  an event certain to 
occur should be classified as equity.

A contract is not an equity instrument 
solely because it may result in the 
receipt or delivery of  the entity’s own 
equity instruments. The classification of  
this type of  contract is dependent on 
whether there is variability in either the 
number of  equity shares delivered or 
variability in the amount of  cash or 
financial assets received. A contract 
that will be settled by the entity 
receiving or delivering a fixed number of  
its own equity instruments in exchange 
for a fixed amount of  cash or another 
financial asset is an equity instrument. 
This has been called the ‘fixed for fixed’ 
requirement. However, if  there is any 
variability in the amount of  cash or own 
equity instruments that will be delivered 
or received, then such a contract is a 
financial asset or liability as applicable.

For example, where a contract 
requires the entity to deliver as many 
of  the entity’s own equity instruments 
as are equal in value to a certain 
amount, the holder of  the contract 
would be indifferent whether it received 
cash or shares to the value of  that 
amount. Thus, this contract would be 
treated as debt.

Other factors, which may result in an 
instrument being classified as debt, are:

* is redemption at the option of  the 
instrument holder

* is there a limited life to the 
instrument

* is redemption triggered by a future 
uncertain event that is beyond the 
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control of  both the holder and 
issuer of  the instrument, and

* are dividends non-discretionary.
Similarly, other factors, which may 

result in the instrument being 
classified as equity, are whether the 
shares are non-redeemable, whether 
there is no liquidation date or where 
the dividends are discretionary.

The classification of  the financial 
instrument as either a liability or as 
equity is based on the principle of  
substance over form. Two exceptions 
from this principle are certain puttable 
instruments meeting specific criteria 
and certain obligations arising on 
liquidation. Some instruments have 
been structured with the intention of  
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achieving particular tax, accounting or 
regulatory outcomes with the effect 
that their substance can be difficult 
to evaluate. 

The entity must make the decision as 
to the classification of  the instrument 
at the time that the instrument is 
initially recognised. The classification is 
not subsequently changed based on 
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SOME INSTRUMENTS ARE STRUCTURED TO
CONTAIN BOTH A LIABILITY AND EQUITY ELEMENT

changed circumstances. For example, 
this means that a redeemable 
preference share where the holder can 
request redemption is accounted for as 
debt even though legally it may be a 
share of  the issuer. 

In determining whether a 
mandatorily redeemable preference 
share is a financial liability or an equity 
instrument, it is necessary to examine 
the particular contractual rights 

attached to the instrument’s principal 
and return elements. The critical 
feature that distinguishes a liability 
from an equity instrument is the fact 
that the issuer does not have an 
unconditional right to avoid delivering 
cash or another financial asset to settle 
a contractual obligation. Such a 
contractual obligation could be 
established explicitly or indirectly. 
However, the obligation must be 
established through the terms and 
conditions of  the financial instrument. 
Economic necessity does not result in a 
financial liability being classified as a 
liability. Also a restriction on the ability 
of  an entity to satisfy a contractual 
obligation, such as the company not 
having sufficient distributable profits or 
reserves, does not negate the entity’s 
contractual obligation.

Some instruments are structured to 
contain elements of  both a liability and 
equity in a single instrument. Such 
instruments – for example, bonds that 

are convertible into a fixed number of  
equity shares and carry interest – are 
accounted for as separate liability and 
equity components. Split accounting is 
used to measure the liability and the 
equity components upon initial 
recognition of  the instrument. This 
method allocates the fair value of  the 
consideration for the compound 
instrument into its liability and equity 
components. The fair value of  the 

consideration in respect of  the liability 
component is measured at the fair 
value of  a similar liability that does not 
have any associated equity conversion 
option. The equity component is 
assigned the residual amount.

IAS 32 requires an entity to offset a 
financial asset and financial liability in 
the statement of  financial position only 
when the entity currently has a legally 
enforceable right of  set-off  and intends 
either to settle the asset and liability 
on a net basis or to realise the asset 
and settle the liability simultaneously. 
An amendment to IAS 32 has clarified 
that the right of  set-off  must not be 
contingent on a future event and must 
be immediately available. It also must 
be legally enforceable for all the parties 
in the normal course of  business, as 
well as in the event of  default, 
insolvency or bankruptcy. Netting 
agreements where the legal right of  
offset is only enforceable on the 
occurrence of  some future event, such 

as default of  a party, do not meet the 
offsetting requirements. 

Rights issues can still be classified as 
equity when the price is denominated in 
a currency other than the entity’s 
functional currency. The price of  the 
right is denominated in currencies other 
than the issuer’s functional currency 
when the entity is listed in more than 
one jurisdiction or is required to do so 
by law or regulation. A fixed price in a 
non-functional currency would normally 
fail the fixed number of  shares for a 
fixed amount of  cash requirement in 
IAS 32 to be treated as an equity 
instrument. As a result, it is treated as 
an exception in IAS 32. 

Two measurement categories exist 
for financial liabilities: fair value 
through profit or loss (FVTPL) and 
amortised cost. Financial liabilities 
held for trading are measured at 
FVTPL, and all other financial liabilities 
are measured at amortised cost unless 
the fair value option is applied. 

The IASB and US Financial 
Accounting Standards Board have been 
working on a project to replace IAS 32 
and converge IFRS and US GAAP for a 
number of  years. The ‘Financial 
instruments with characteristics of  
equity’ project (‘FICE’) resulted in a 
discussion paper in 2008, but has 
been put on hold. 

Graham Holt is an examiner for 
ACCA, and associate dean and 
head of the accounting, finance and 
economics department at Manchester 
Metropolitan University Business 
School
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Off their trolley?
In the fourth article in his economic value added series, Dr Tony Grundy uses value and cost 
driver analysis to show why supermarket trolleys without coin locks make no business sense

This month we will be looking at a 
value-creating activity to analyse and 
separate out value and cost drivers 
and draw from a case study on 
supermarket trolleys, which is a sub-
activity of customer service. 

We can define value drivers as 
anything outside or within the business 
that generates cashflows directly or 
indirectly, now or in the future. 
Examples of  value drivers could be 
branding, superior product quality, a 
surge in customer demand, or the 
increased recognition of  the 
importance of  something.

Cost drivers can be defined as 
anything outside or inside the business 
which generates cash outflows directly 
or indirectly, now or in the future. 
Examples of  cost drivers could be 
economies of  scale, complexity, poor 
quality, inefficiency, capital costs, etc.

Notice these definitions cover not 
only direct, but also indirect value and 
costs, and therefore include systemic 
properties. Also, they may incorporate 
future value and cost drivers.

Another important element is that 
often they are at bottom behavioural in 
nature. Customer demand is very much 
influenced by emotional factors, even 
in the business-to-business market. 
Equally, a lot of  cost drivers are 
behavioural and reflect such barriers as 
resistance to change and inflexibility.

Value and cost driver trees
To get a better understanding of  value 
and cost drivers it is useful to represent 

them pictorially. Take the case of  
investing in a supermarket trolley that 
is guaranteed to go in a straight line. 
The diagram on the final page of  this 
article shows that value creation is 
segmented, initially into the two main 
stakeholders: customers and company. 
This is then broken down into the 
types of  value added – for example, 
customers will find new trolleys less 
irritating to use. The next level down 
then offers some idea of  how the 
value might crystallise; for instance, in 
reducing the number of  lost customers, 
or attracting new customers. This is the 
‘value indicators’ level.

By drilling down inside value creation, 
we then get to a point where we can 
collect data to confirm that value is real 
– and estimate what that value is, albeit 
approximately. Carrying out this process 
is rather like being a value detective and 
involves bringing data together from 
many sources – customer, competitive, 
operational, behavioural and even 
attitudinal, as we will see in the case of  
coin-locked trolleys.

Space prevents showing the cost 
driver tree, but in the supermarket 
trolley example it would show 
investment costs split from ongoing 
costs, with the latter further split into 
retrieval, damage, losses, ecological 
costs, etc.

Context
In 2008, 450,000 trolleys were sold 
in the UK at £50 each – a market of  
£22.5m. Approximately 90,000 of  

them – around 20% – were equipped 
with locks. In continental Europe, by 
comparison, 98% of  trolleys have 
locks, which is a puzzle.

In the UK, though, with the exception 
of  the lower-priced supermarket 
chains, coin locks on trolleys are used 
only where losses have become acute. 
With coin-locked trolleys’ penetration 
of  the UK supermarket market limited 
to 20%, the question arises of  what 
the limiting factors are?

The costs of  loss and damage or 
mismanaged trolleys are around 50% 
higher in the UK than in most 
European countries, so finding out why 
more UK trollies are not coin-locked is 
clearly of  value.

Economic value of  coin locks
We will take a look at the value and 
cost drivers of  coin-locked trolleys and 
then examine the differences between 
coin-locked and conventional trolley 
sites and the impact on customer 
value, retrieval costs, damage and 
losses, and the environment.

The key value drivers of  coin locks 
on trolleys include:

* longer economic lives for trolleys;

* a less cluttered car park; 

* ecological value from fewer rusting 
trolleys; 

* avoidance of  customer irritation at 
trolleys that don’t naturally go in a 
straight line;

* publicising the ecological benefits 
might boost the supermarket’s 
green image.

CPD
units on the web

51

AB_Mar_2013.indd   51 22/02/2013   14:54

www.accaglobal.com/abcpd


The value destroyers of  coin locks on 
trolleys are:

* customer irritation arising from not 
having a pound coin;

* engendering a downmarket feel that 
could make customers switch to 
other stores;

* the perception of  poor customer 
service or a supermarket cutting 
corners to save money. 

Cost drivers for coin locks include:

* the resources spent on retrieving 
misplaced trolleys;

* damage and losses to existing 
trolleys;

* investment in new trolleys; 

* a larger than necessary fleet of  
trolleys.

Impact on customer value
Market data collected on two stores 
indicated that resistance to the 
introduction of  coin-locked trolleys 
would not be very substantial as 
long as the move was well explained 
and implemented.

Losses

Retrieval outside stores

Damage – repairs

Total

*other estimates

Per store

£6,000

£3,881*

£600

£10,481

All stores

£3.6m

£2.3m

£360,000

£6.2m

One surprise was that 75% of  
customers at the coin-locked site didn’t 
mind the coin locks. None said they 
would definitely switch store. This was 
a crucial behavioural factor in the 
study, alongside sensitivity to 
ecological issues – one which could 
outweigh any negatives.

Neither customers nor staff  at the 
coin-locked site had any real idea of  
the scale of  losses, so publicising this 
could help reduce even further the 
residual negativity towards trolleys.

Data was collected for all value and 
cost drivers from many sources. Here I 
will only deep-dive on selected 
numbers due to space considerations.

Retrieval costs
If  an average trolley retriever can move 
a maximum of  eight trolleys at a time 
(a limit imposed by health and safety 
factors), then industry estimates 
suggest that an average employee will 
retrieve 48 trolleys per hour. A trolley 
employee is paid £9.33 per hour, so 

the unit cost of  retrieval is around: 
£9.33 per hour divided by 48 trolleys = 
19p per trolley

Assuming that the average 
supermarket shop – using a trolley – is 
around £40, then the 19p cost of  
retrieval is as much as 0.475% of  
revenues; if  major savings could be 
made here, that would be significant in 
terms of  margin impact. If  the cost of  
trolley retrieval could be cut by 50%, 
the revenue saving would be 0.24%. 
Interestingly, if  we assume that 
supermarket margins are around 5% 
of  revenue, then this saving could drive 
up the chain’s margin by around 4.7%. 

The time spent in trolley retrieval 
across an average store can be 
calculated on the basis of  Tesco’s 
Royston store in the study. Here the 
roster added up to five shifts per day 
of  full-time equivalents, or 35 full days 
deployed each week: 35 x 8 x £9.33 an 
hour = £2,612 per week.

Annually this cost amounts to no less 
than £135,844 (that’s the £2,612 
weekly cost multiplied by 52). However, 
Tesco Royston is a round-the-clock 
operation and a smaller store would 
have no night shift, reducing costs to, 
say, around £94,000.

The time required just to gather the 
trolleys together is ‘easily 50% of  the 
time we spend’, according to staff. So 
if  a chain of  700 smaller stores were 
to put coin locks on all its trolleys it 
would potentially halve its trolley 
retrieval costs: £47,000 per store x 
700 sites = £32.9m.
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Damage and loss
Other major factors to consider are 
damage and loss (see table on left). 
Factoring in that £10,000 saving per 
store gives us the following: £47,000 + 
£10,000 = £57,000 per year.

The annual investment cost for new 
replacement trolleys was estimated as 
being from £21,000, so the payback 
period would be five months. The 
(undiscounted) ratio of  cash inflows 
over five years to outlay was at least 
nine – a no-brainer investment decision. 
For a major supermarket chain the 
benefits of  full implementation of  the 
system (assuming there are very few in 
place as yet) could easily be of  the 
order of  £50–£60m+ a year.

Other factors
Not only do abandoned trolleys 
potentially damage the environment, 
but they are also very visible. Besides 
constituting waste they suggest that an 
area is not a desirable one.

A lot of  energy is used in trolley 
manufacture and distribution, so lost 
trolleys have an indirect carbon 
footprint. About 27kg of  carbon dioxide 
is generated by the manufacture of  a 
new trolley. The metal wasted every 
year in lost trolleys is estimated as 
being enough to make 30 jumbo jets. 

One of  the reasons why a lot of  
trolleys don’t go in a straight line is 
because they have been damaged by 
being left lying around the car park.

If  customers were educated as to the 
reasons for undertaking a review of  
trolleys, the benefits of  coin locks, and 
the ecological logic, then resistance 
should melt away.

If  we take all these factors into 
account, the continuance of  non-coin-
locked systems in the UK is a puzzle.

Discussion
This case study gives some fascinating 
insights into the hunt for economic 
value added (EVA). The value and 
cost driver trees both guided the 
investigation and enabled some 
surprising cost structures to be 
uncovered. Before the study, retrieval 
costs weren’t really on some of  the 
players’ menus – they are now. A 
copy of  the study along with detailed 
back-up information was sent to the 
top management of  a number of  the 
biggest players. In 2012 one company 
that was strongly against coin locks 
made a major purchase of  them. 

Far from being a dry process, EVA 
can be used to influence stakeholders, 
help the buying process and facilitate 
change. It should also drive a far more 
powerful business case and win over 
stakeholders who should cringe at the 
ecological waste uncovered here.

Dr Tony Grundy is an independent 
consultant and trainer, and lectures at 
Henley Business School. His YouTube 
video, Why Trolley Coin Locks?, can be 
found at http://bit.ly/T0nZOn
www.tonygrundy.com 
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Last year we launched My Develop-
ment and thousands of ACCA mem-
bers have already used it to source 
great learning opportunities for their 
professional development.

My Development brings all CPD 
learning together in one place, 
including:

* A&B articles

* CPD articles with multiple-choice 
questions

* e-learning courses

* face-to-face events

* podcasts

* webinars 

* qualifications from our partners.
My Development really is the easiest 

way to source your CPD in accounting 
and includes guidance on ACCA’s CPD 
policy. To have a look at the many 
learning opportunities My Development 
provides, visit www.accaglobal.com/cpd

February’s CPD offers
Free hour of CPD from 
AccountingCPD.net.
We ensure that only the best partners 
are selected for ACCA members 
and now one of  our CPD partners, 
AccountingCPD.net, has received an 
award in best use of  social media for 
e-learning excellence. To celebrate, you 
can get a free hour of  CPD on Ethical 
Issues – the course encourages debate 
and understanding and enables you 
to share your own experiences, as well 
as learn from the experts and other 
accountants. AccountingCPD.net’s 
catalogue has more than 50 accounting 
and management courses and ACCA 
members benefit from an exclusive 
10% discount when using the booking 
code through My Development.

Special offers from BPP
Finance pack – £195 + VAT for 10 hours 
of CPD. This special offer pack contains 
10 courses that cover a variety of  

finance areas, including: strategic 
planning, chain management, financial 
reporting and international VAT. The 
courses contained in the pack are:

* supply chain management 

* Bribery Act 2010

* analysing strategic success

* demand chain debtors

* inventory chain management

* reverse supply chain management

* international VAT

* implementing strategy

* new and revised standards 2011 
and beyond

* brand valuation.

Performance Management – £99 for 
7.5 hours of CPD. Modules include: 
balanced scorecard, emerging 
accounting issues, new age budgeting, 
operational excellence in cost 
reduction, shareholder value.

Corporate Reporting – £99 for 6 hours 
of CPD. Modules include: borrowing 

costs, IFRS share-based payments, 
new and revised standards applicable 
in 2011 and beyond, IFRS 1 – first-
time adoption of  IFRS, and IAS 7 
cashflow statements.

IFRS Fundamentals
IFRS Fundamentals is an e-learning 
platform designed to help you 
refresh your understanding of  
IFRS with access to over 40 IFRS 
e-learning courses.

Each module looks at the fundamen-
tal principles in one IFRS standard and 
includes: 

* explanation of  the principles

* questions, examples and case 
studies on the application of  the 
standard

* latest developments issued by IASB

* quiz with feedback.
To access these offers or view the 

full e-learning catalogue, just visit 
My Development at 
www.accaglobal.com/CPD

Make 2013 the year you try...
My Development – your one-stop shop for all your CPD learning needs. Why not check 
out the full e-learning catalogue or even take up some of the CPD offers listed below?

 LOOKING FOR A NEW JOB?
www.accacareers.com/international
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Talent management refers to 
the retention, development and 
succession planning of employees 
in a company in order to improve 
performance. A recent ACCA Global 
survey clearly highlighted the 
fact that members recognise the 
significant importance of having 
effective talent management 
interventions in their organisation. 
Despite this recognition, 72% of 
respondents admitted to not having 
any talent management processes 
in place (or maybe did but were 
unaware of them) and of those that 
acknowledged that they did, 66% 
declared them wholly ineffective. 

Managing expectations
Once a company invests in acquiring 
talent, they want that asset to 
perform as expected. The cost of  
replacing someone can be expensive 
(recruitment fees, lost productivity, 
on-boarding training lead time). 
Therefore, the goal is to ensure that 
new employees are both motivated 
and engaged to perform at the 
highest level.

When someone joins an 
organisation, they have a number of  
expectations. They want to know what 
is happening to the business, how it is 
performing, what the main challenges, 
opportunities and threats are and to 
contribute to resolving them. 

It is important that they are clear 
on what it is they are being measured 
on and remunerated for and 
important to be clear on how they are 
doing against those objectives 
(whether positive or negative). They 
want to know how things get done 
(the culture) and be satisfied that the 
environment in which they are working 
is transparent and fair. It is also 
essential that they are fairly 
remunerated for their performance 
and that they feel they can manage 
their career and grow within the 
organisation.

Equally, organisations have 
expectations. The company wants 
employees to live the culture and 
values of  the organisation and to 
deliver objectives to the appropriate 
standard within agreed timelines. 
Organisations require employees to 
demonstrate flexibility and the desire 
to grow and develop to become its 
future leaders.

Essentially, both sets of  expectations 
are very similar, but too often 
organisations fail to capitalise on this 
fact.  The following interventions will 
help a business to structure their 
engagement with employees and to 
proactively manage talent:

* A solid communication strategy and 
process;

* A performance management 
system;

* A development process; and,

* A career/succession planning 
system.

Communication framework
In the absence of  structured 
communication from the business 
leadership, there is the risk that 
employees will create their own version 
of  reality, particularly during times of  
change, often causing worry, 
demotivation and resistance to change. 
Adherence to the following framework 
will go some way towards avoiding this 
scenario and give employees the 
opportunity to contribute to solutions. 
All of  these actions can be 
implemented easily by scheduling 
three or four dates in the diary today.

Consistently provide all employees 
with regular updates on business 
performance, current priorities, major 
projects or initiatives and key changes 
facing the business. Provide ample 
opportunity for employees to ask 
questions and to express concerns.

Respond to questions and concerns 
(preferably in writing) and demonstrate 
commitment to the process by 
implementing changes regularly.

Once trust has been established in 
the process, you gain alignment and 
buy-in from everyone, resulting in 
more constructive responses to 
challenge /issues.

In larger organisations, it is 
imperative that a solid cascade 
process is in place and that all 
employees are exposed to the same 
messages.

Every team supervisor/manager 
should hold regular 
meetings covering 
current priorities, 
key challenges 
and questions or 
issues from the 
team.

Performance 
management 
system
A performance 
management system 
fulfils a number of  
aims:
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Practical talent management
Ronan Mac Giolla Phadraig on some strategies your organisation can benefi t from
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employees will create their own version 
of  reality, particularly during times of  
change, often causing worry, 
demotivation and resistance to change. 
Adherence to the following framework 
will go some way towards avoiding this 
scenario and give employees the 
opportunity to contribute to solutions. 
All of  these actions can be 
implemented easily by scheduling 
three or four dates in the diary today.

Consistently provide all employees 
with regular updates on business 
performance, current priorities, major 
projects or initiatives and key changes 
facing the business. Provide ample 
opportunity for employees to ask 
questions and to express concerns.

Respond to questions and concerns 
(preferably in writing) and demonstrate 
commitment to the process by 
implementing changes regularly.

employees are exposed to the same 
messages.

Every team supervisor/manager 
should hold regular 
meetings covering 
current priorities, 
key challenges 
and questions or 
issues from the 
team.

Performance 
management 
system
A performance A performance 
management system 
fulfils a number of  
aims:
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* It translates the company’s mission, 
values and strategic plans into 
meaningful individual objectives.

* It provides the opportunity for 
employees to discuss and contribute 
to individual and team objectives.

* It tracks employee’s quality and 
timeliness of  delivery.

* It provides an opportunity to agree 
corrective action and possible 
consequences if  not achieved.

* It is a platform for discussion 

planned well in advance of  both diaries 
and both parties must contribute to 
the discussion.

It is essential that constructive 
feedback is given – this is what 
enables behaviour change. 
Development plans should be agreed, 
be specific and have clearly assigned 
timelines. Do not fall into the trap of  
using generic terms like ‘training’ or 
‘go on a course’ – it is essential to 
identify the development objective and 
to define clear activities to address 
that need. Consider items such as 
participation in or leading a company-
wide project or representing their 
manager at important meetings/
events to complement technical or 
skills training. It is important to note 
that the employee must take 
ownership of  all development 
objectives. 

Summary
To ensure an effective talent 
management system can be 
successful in your organisation, it is 
essential to have these fundamental 
elements in place. You can then build 

on these foundations to retain 
your top talent and 

prepare the future 
leaders of  your 
business. Much of  the 
planning and 
implementation of  the 
interventions 

mentioned are common 
sense. However, it is how 

consistently you apply these 
processes that makes the real 

difference to performance. In 
the next part of  this series, I 
will explore the personal 
development process and a 
career/succession planning 
system.

Ronan Mac Giolla Phadraig 
is director of SolveRidge HR. 
Email ronan@solveridge.com

around development areas 
(technical and behavioural).

* It is a springboard for agreeing 
future career path.

* It reinforces the company’s values.

A number of  conditions must be met 
to ensure an effective performance 
management event takes place. An 
organisation must have a clear 
business plan in place to ensure there 
is an alignment between individual 
objectives and company aspirations. 
The performance discussion must be 
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prepare the future 
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mentioned are common 
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is an alignment between individual 
objectives and company aspirations. 
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Redundancy and tax 
Úna Ryan on the tax implications of being made redundant
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In general, a redundancy situation 
arises where an employee’s job no 
longer exists and he or she is not 
replaced. This may happen due to 
streamlining of positions within an 
organisation or because the 
operations of the business no longer 
exist and the company is forced to 
close. During this difficult period of 
uncertainty, it is important to 
remember that legislation provides for 
a number of reliefs that may offer the 
redundant employee some respite.

Statutory redundancy
The Redundancy Payments Acts 
1967-2007 provide a statutory 
entitlement to a redundancy payment 
for employees who have a minimum 
period of  service with the company. To 
be eligible for a redundancy payment 
under the Acts, you must have worked 
continuously for your employer for at 
least 104 weeks, be aged 16 or over 
and be paying Class A PRSI. The 
statutory redundancy payment is a 
lump sum payment based on your pay. 
Pay refers to the current normal weekly 
pay including average regular overtime 
and benefits-in-kind, but before tax and 
PRSI deductions. All eligible employees 
are entitled to:

* Two weeks gross pay for every year 
of  service over the age of  16 subject 

payment is expressly provided for in a 
contract of  employment or if  you 
receive payment in lieu of notice, it 
will be taxable in full as employment 
income under Schedule E. However, 
the legislation (Section 201 TCA 1997 
and Schedule 3 TCA 1997) provides 
for a number of  reliefs which are as 
follows:

* The basic exemption amounts to 
€10,160 plus €765 for each 
complete year of  service. For 
example, if  you have 10 complete 
years of  service will be entitled to 
claim the following amount tax 
free: €10,160 + (€765 x 10) = 
€17,810.

* Increased exemption. The tax-free 
amount under the basic exemption 
can be increased by €10,000, in 
circumstances where:
1. No claim for relief, other than 

the basic exemption, has been 
made in the previous 10 years; 
and,

2. No tax free lump sum is 
received or is receivable (at a 
future date) under an approved 
superannuation scheme related 
to the office or employment. 

* If  a tax-free lump sum of  less than 
€10,000 has been received or is 
receivable, then the additional 
€10,000 is reduced accordingly. In 
the case of  a sum received at the 
date of  cessation, the additional 
€10,000 is decreased by the actual 
amount received, or in the case of  
a deferred benefit, it is decreased 
by the net present value (NPV) of  
the amount receivable.

 To claim the increased exemption, 
prior Revenue approval must be 
obtained from your local tax 
district. You can waive your right to 
a tax free pension lump sum and, 
in these circumstances, you can 
then claim the full increase of  
€10,000. Such a waiver should not 

to a maximum earnings limit of  
€600 per week; and, 

*  One further week’s pay which is also 
subject to the ceiling of  €600.

This amount can be received tax free, 
i.e., exempt from tax under Schedule E. 
On the date of  the termination of  
employment your employer must give a 
redundancy certificate (form RP50) 
along with the redundancy lump sum 
that may be due. If  your employer has 
not paid your redundancy lump sum, 
you should apply to your employer for 
it using form RP77. If  your employer 
still refuses to pay it, you can apply to 
the Department of  Social Protection 
for direct payment from the Social 
Insurance Fund. 

If  your employer is unable to pay 
your redundancy lump sum, he or she 
should sign the RP50 and submit a 
letter from an accountant or solicitor 
stating he or she is unable to pay and 
accepting liability for the 85% (100 % 
from 1 January 2013) owing to the 
Social Insurance Fund together with 
documentary evidence such as audited 
accounts. 

Ex-gratia payments
You and your employer may agree a 
redundancy payment above the 
statutory minimum, i.e., non-statutory 
or ex-gratia payments. If  a redundancy 
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be made without first taking 
independent pension advice. It 
should be noted that the waiver is 
an irrevocable waiver.  

* Standard capital superannuation 
benefit (SCSB). As an alternative 
to availing of  the basic or 
increased exemption, you may opt 
to take a tax-free amount known 
as the SCSB amount, if  this 
would give a lower exposure to 
tax. The SCSB exemption is 
generally more favourable for 
employees with longer periods of  
service or higher salaries. This is 
best shown by the following 
example:

 You were made redundant in 2013 
after 25 complete years’ service 
and received a lump sum of  
€70,000 which is your first lump 
sum. You also got a lump sum of  
€15,000 from your pension 
scheme. Your pay for the last thee 
years before the date of  leaving 
work was €98,000. The amount 
of  the lump sum that is exempt 
from tax is the higher of  the 
following two calculations:

 The basic exemption is:
 €10,160 + €19,125
 (€765 x 25 years) = €29,285
 There is no increased exemption 

as the pension scheme lump sum 
of  €15,000 is greater than 
€10,000

 The SCSB is:
 €98,000 ÷ 3 x 25 ÷ 15 - €15,000 

= €39,444 
 The taxable amount of  your lump 

sum is, therefore, €30,556 
(€70,000-€39,444). As the above 
example shows, the SCSB tax 
relief  of  €30,556 is a higher 
amount of  tax relief  than the 
basic and increased exemptions 
of  €29,285.

* Top slicing relief  (TSR). Any tax 
withheld from an ex-gratia 
payment may be in part 

refundable if  a claim for TSR is 
made after the end of  the tax year 
in which the employment ceases. 
The claim should be made 
directly by the individual to his 
local inspector of  taxes. 

 When a claim for TSR is made, 
the Revenue will revisit the income 
tax liability deducted at the date 
the employment ceased. If  the 
average rate of  tax for the 
previous three tax years is lower 
than the rate applied to the 
taxable ex-gratia payment, the 
inspector will apply the average 
rate to the taxable portion of  the 
ex gratia payment and refund the 
difference. Budget 2013 has 
abolished TSR from 1 January 
2013 for non-statutory payments 
of  €200,000 or more.

Retraining costs
There is an exemption for retraining 
costs as laid out in Section 201 (1A) 
TCA 1997 that provides for an 
exemption for the first €5,000 of  the 
cost of  retraining an eligible employee 
where the training forms part of  the 
redundancy package and the employer 
makes the retraining available to all 
eligible employees. The training course 
made available by an employer as part 
of  a redundancy package must be:

* Designed to improve skills or 
knowledge relevant to or intended 
to be used in obtaining gainful 
employment or in setting up a 
business;

* Primarily devoted to teaching or 
practical application of  such skills 
or knowledge; and, 

* Completed within six months of  the 
termination of  employment.

Life-time cap on relief
Finance Act 2011 introduced a 
€200,000 lifetime cap on the amounts 
of  relief  any individual can claim under 
Section 201 and Schedule 3 TCA 1997. 
The maximum amount of  relief  
available will be restricted to the lower 
of  the relief  otherwise available or 
€200,000. However, the €200,000 
figure is reduced by any previous 
exemption claimed under Section 201 
or Schedule 3. 

Conclusion
In summary, many people may not be 
aware that they are entitled to claim tax 
relief  on redundancy payments outside 
of  the statutory redundancy payment. It 
may also be worthwhile during the 
negotiating of  a redundancy package to 
include a retraining course of  less than 
€5,000 as a means of  up-skilling and 
retraining.

This article is only a general discussion 
and does not deal with all the issues and 
tax savings available. When implementing 
any of these savings, it is important to do so 
carefully. 

Úna Ryan, Grant Thornton Financial 
& Taxation Consultants Ltd. 
Email una.ryan@ie.gt.com
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Degrees of unease: 
governments and 
individuals in rich 
economies may be 
overinvesting in 
university education

E
ducation spending has 
traditionally been seen as 
the best route to prosperity. 
Yet it might be turning into 

an economic menace for the US and 
even Britain. In just the past seven 
years outstanding student loans in the 
US have tripled to nearly $1 trillion 
from $360bn. That is even faster than 
the surge in home lending during the 
boom years between 1999 and 2006. 

More worrying still, graduates are 
struggling to pay back this mountain 
of  debt, which is now larger than auto 
loans or credit card balances. One in 
nine graduates are behind on their 
payments, according to the latest data 
from the New York Federal Reserve. 

No-brainer?
‘If  a pricey college degree was such 
a reliable ticket to a great job, we 
wouldn’t be seeing this problem,’ says 
Neal McCluskey, an education expert at 
the Cato Institute in Washington. ‘This 
is a sign that many Americans may be 
overspending on universities.’ 

Despite growing worries about 
student debt in the US, Britain appears 
to be heading in the same direction. A 
tripling of  tuition fees in this academic 
year to a maximum of  £9,000 could 
leave young British graduates with 
even larger piles of  debt. Add in living 
expenses and many could be up to 
£40,000 (US$64,000) in debt at the 
end of  a three-year degree, according 
to an estimate by the Sutton Trust, 
a non-profit that promotes access to 
higher education. That would be more 
than double the $26,000 average level 
of  debt taken on by US students. 

Such figures are starting to concern 
economists. ‘Student debt may not 
shake the financial system like the 
housing crisis did,’ says Bahram 
Bekhradnia, director of  the Higher 
Education Policy Institute. ‘Still, it poses 
a more insidious economic threat.’ 

As with any debt, hefty student loans 
will tend to stifle consumer spending 
and make it harder for the young to 
buy houses. And since a large part 
of  the loan finance is backed by the 

A BRAKE ON 
GROWTH?
Ballooning student debt is sucking spending power 
out of the UK and US economies and could have 
some important lessons for Ireland
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government, the swift rise in borrowing 
may also rebound on taxpayers both in 
Britain and the US. 

This might be worth the risk and 
sacrifice if  education really were the 
economic elixir many politicians have 
claimed. For individuals the financial 
incentive to attend university is still 
compelling, leading to far higher 
lifetime earnings. Yet this financial 
return has been falling fast in recent 
years. Graduate wages haven’t even 

come close to keeping pace with the 
spiralling cost of  tuition in the US. 
Since the early 1980s the price of  
US college tuition has been rising five 
times faster than inflation. 

Over the past decade the real hourly 
wage has also declined slightly for close 
to three-quarters of  US graduates, 
according to data from the Economic 
Policy Institute in Washington. 

‘America also appears to be 
producing an army of  overqualified 
graduates, often with humanities 
degrees,’ warns McCluskey. In 2011 
about 40% of  young graduates were 
working in jobs that did not require a 
degree, and 20% were stuck in part-
time work against their will, according 
to the Project on Student Debt. On the 
flip side, organisations were failing to 
find adequately skilled people to fill 
three million positions. 

Not worth it
More strikingly, however, there is no 
strong evidence that nations that 
spend heavily on universities reap 
much economic reward. This can be 
hard to accept, says Alison Wolf, a 
professor at King’s College London 
and author of  Does Education Matter? 
‘Most people assume that because 
graduates tend to earn higher salaries 
that education is making them 
more productive,’ she says. ‘Instead 

education often merely establishes who 
gets the plum jobs without actually 
preparing them to perform these jobs. 
It is more like an arms race between 
rivals rather than anything that adds 
much to productivity.’ 

The low value of  much university 
education has been indicated by recent 
research by Richard Arum, a professor 
at New York University and author of  
Academically Adrift. His study of  2,300 
undergraduates at 24 US colleges 

showed that around 45% of  students 
demonstrated no significant learning in 
their first two years of  university. Even 
after four years, a third showed no 
improvement in critical thinking. 

‘Part of  the explanation is that 
students are getting lazier,’ he says. 
More than a third of  students study 
less than an hour a day, according 
to Arum’s research. ‘Universities are 
increasingly becoming like a luxury 
consumer good. This is a lot of  fun but 
also increasingly wasteful.’ 

Such studies help explain why 
university enrolment rates do not 
appear to be linked to economic 
success. Cambridge economist Ha-
Joon Chang points to Switzerland, a 
nation that has long had one of  the 
lowest rates of  college attendance of  
any rich nation. Until the early 1990s 
university enrolment was less than half  
the average of  other OECD nations – 
the club of  wealthy nations. 

‘Despite this, the Swiss have the 
highest industrial output per capita 
in the world,’ says Chang, author 
of  23 Things They Didn’t Tell You 
About Capitalism. He points out that 
austerity-crippled Greece has boasted 
a university enrolment rate of  91%, 
while Egypt has also invested massively 
in higher education in recent decades 
without any noticeable improvement in 
rates of  growth. 

This raises the question of  whether 
governments and individuals are over-
investing in education – a mistake 
many rich economies only recently 
made with housing. When it comes to 
university education, Americans are 
already the world’s biggest spenders. 
Around 3% of  national income is 
funnelled into education – three times 
more than in 1962. President Barack 
Obama’s goal of  ensuring that the US 
has the highest share of  graduates 
in the world by 2020 could push this 
spending even higher. 

The president is also seeking to deal 
with rising defaults by lowering the 
maximum interest rate on federally 
guaranteed student loans to 3.4% – 
well below the market rate. This will 
make it easier to repay loans in the 
short term but could fuel ever more 
borrowing. That in turn may make it 
easier for universities to raise tuition 
fees still further. 

Rerun of  the property crash
‘If  loans are made cheaper, people 
will be able to take on more debt and 
colleges will be able to charge more,’ 
says McCluskey. ‘This is exactly the 
same error the US government made in 
the housing market.’

In the case of  housing, the US 
encouraged borrowing by making 
mortgages tax-deductible and by 
using agencies like Fannie Mae to buy 
up mortgages to lower interest rates. 
Eventually the government was forced 
to bail out Fannie Mae and rival Freddie 
Mac, at a cost of  $150bn to taxpayers. 

While a student debt crisis wouldn’t 
be as big as the housing meltdown, it 
is similarly unsustainable, economists 
warn. ‘Higher education has many 
benefits,’ says Wolf. ‘Still, its ability to 
boost growth has been wildly hyped.’ 

Both Britain and the US may already 
be seeing diminishing returns. That $1 
trillion of  US student debt is already an 
obvious threat to long-term economic 
growth. Ireland may not be far behind.

Christopher Alkan, journalist based in 
New York

‘EDUCATION OFTEN MERELY ESTABLISHES WHO 
GETS THE PLUM JOBS WITHOUT ACTUALLY 
PREPARING THEM TO PERFORM THESE JOBS’
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I graduated from university in 1997 
with a degree in physics. The phrase 
Celtic Tiger had been freshly coined 
and the country was awash with 
optimism. Emigration was a choice not 
an imperative. I used my science 
background to get a job with an 
engineering firm working on new 
product development. 

However, after 9/11, a lot of  smaller 
innovation companies struggled and I 
found myself  having to change jobs. I 
wanted to be involved in the innovation 
sphere, but I was frustrated with the 
basic errors that many start-up 
companies made. They focused on 
headline sales figures at the expense 
of  long-term profitability and cashflow. 
I realised that my contribution to 
innovation was going to be on the 
management side. I started studying 
ACCA at night, while working in R&D 
during the day. While my employer was 
quite supportive of  lifelong learning, 
the flexibility of  the ACCA was essential 
for me to balance my job, my family 
and my studies. Both my wife and I 
were interested in working abroad so I 
took the opportunity to join a busy 
practice in London on a training 
contract. This practice worked mainly 
with companies and individuals in the 
media industry. The fact that I had 
started my ACCA qualifications was a 
huge help in finding the work so 
quickly. 

Innovation
After three years in London, I was 
ready to return to Ireland and to 

innovation. Fortunately, I now had a 
professional qualification with a global 
reputation and ACCA membership 
opened doors more quickly than I 
imagined possible. An opportunity 
arose in NUI Galway managing the 
finances on EU and Science Foundation 
Ireland-funded research projects. Once 
again, being ACCA had helped me to 
find an excellent job in the city I 
wanted to live in. NUI Galway 
supported my CPD and, earlier this 
year, I completed its  excellent 
Executive MBA programme. I found 
both the practical experience and the 
theoretical knowledge I had gained 
from accountancy a massive help with 
the heavy course load. 

I was given the opportunity to take 
leave of  absence from my job as an 
accountant to join the Lero research 
team in the university as a doctoral 
researcher looking at the challenges in 
software project portfolio management. 
It is hoped that valuable insights can 
be gained into project management by 
comparing how financial and project 
portfolios are selected and managed. 
Specifically, I hope to look at how the 
risk of  a portfolio of  projects can be 
measured and managed. Outside the 
financial area, there are as many 
definitions of  risk as there are types of  
risk. Financial portfolio theory was 
developed back in the 1950s and was 
first adapted to information systems 
(IS) in the early 1980s. However, the 
academic and business journals are 
still full of  horror stories as to how IS 
projects run over budget or fail to meet 

Career 
paths
Roger Sweetman on how 
ACCA played a part in some 
unexpected career turns

user requirements. Any research that 
helps reduce the incidence of  project 
failure will have a huge return on 
investment.

Keeping pace
Traditionally, the IS discipline has sat 
closely with accountancy. Today, as the 
pace of  technological change is forcing 
organisations to become more agile, 
traditional annual budgeting is no 
longer practical for companies 
desperate to gain first-mover advantage 
in fast-paced industries. It is imperative 
that accountancy keeps pace with 
changes in the industries it supports.

The research will open up a number 
of  opportunities for me. Despite 
massive unemployment, there remains 
a skills shortage in a number of  areas 
critical to Ireland’s economic 
development. One of  these areas is 
information systems development. 
Both the public and private sectors 
need to expand their criteria for 
success to include effectiveness as well 
as efficiency. The organisations that 
survive and thrive won’t be those that 
‘do projects right’, they will be the ones 
that ‘do the right projects’. My ACCA 
qualification has allowed me to play a 
role in helping learning organisations 
tackle the opportunities and challenges 
that technology brings.

Roger Sweetman FCCA is 
a researcher based in the 
Lero research centre and the 
Whitaker Institute, NUI Galway.
Email rogersweetman@gmail.com
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Diary
CORK

Practitioners’ Conference 1
2 March
09.30 – 16.00
Practitioners Network
Various Speakers
Fota Island Resort, Cork
Seven CPD units

DUBLIN

ACCA Ireland President’s 
Dinner 2013
1 March
Alan Shatter TD, Minister for 
Justice, Equality and Defence
Shelbourne Hotel 

Insolvency Update
6 March
18.00 – 20.00
Leinster Members’ Network
Tom Murray Friel Stafford 
Gibson Hotel, Point Village, 
Two CPD units

The Complete VAT Update for 
Practitioners
6 March
09.15 – 16.15
Practitioners Network in 
partnership with the Irish Tax 
Institute
Gabrielle Dillon, Dermot 
O’Brien & Associates
Alexander Hotel
Seven CPD units

Risk and Asset Management
7 March
15.00 – 19.00
Financial Services Network
Tara Clements, Abacus 
Training
Clarion Hotel, IFSC
Four CPD units

Practitioners’ Conference 1
23 March
09.30 – 16.00
Practitioners Network
Various Speakers
Fitzpatrick Castle Hotel, 
Killiney
Seven CPD units

Tax, R&D and Intellectual 
Property 
20 March
09.30 –16.30
Corporate Sector in partnership 
with the Irish Tax Institute
Peter Vale, Grant Thornton
Alexander Hotel, 
Seven CPD units

International Women’s Day 
Breakfast
8 March
07.30 – 09.00
Leinster Members’ Network
Louise Phelan, PayPal
The Westin Hotel
Two CPD units

DUNDALK

Taxation Update
26 March
18.00 – 20.00
Leinster Members’ Network
Darragh Kilbride, Kilbride 
Consulting
Crowne Plaza
Two CPD units

MULLINGAR

Update on Finance Bill 2013
13 March
18.00 – 20.00
Leinster Members’ Network
Alan Lawlor, Wallace 
O’Donoghue
Mullingar Park Hotel 
Two CPD units

TRALEE

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

WATERFORD

Taxation Update 
12 March
18.00 – 20.00
Munster Members’ Network
Brian Hennebry, Brian 
Hennebry and Associates
Tower Hotel
Two CPD units

AB_Mar_2013.indd   64 22/02/2013   14:55

www.frielstafford.ie


ACCA news 65

Council is ACCA’s governing body and as such has a pivotal 
role in ACCA affairs. It has a wide-ranging remit that includes 
ensuring that ACCA operates in the public interest and delivers the 
objectives stated in its royal charter, setting the overall direction 
of ACCA through regular approval of ACCA strategy, ensuring 
that governance structures are aligned to the effective delivery of 
strategy, engaging with ACCA members to explain and promote 
ACCA’s strategic direction, acting on behalf of all members and 
future generations of members (today’s students), and providing 
an objective environment for the executive team to explore new 
ideas or challenges.

Council and the executive team collaborate in order to devise 
ACCA’s strategy, which is then approved by Council. Delivery of  
strategy is the responsibility of  the executive team, with governance 
of  the process and performance management provided by Council.

Whatever their geographical or sectoral bases, Council members 
do not represent particular areas or particular functions and are 
elected by the membership as a whole.

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

Specifically, ACCA expects members to bring the following skills 
and attributes to Council: an ability to take a strategic and analytical 
approach to issues and to see ‘the big picture’, an understanding of  
the business and the marketplace, communication and networking 
skills, an ability to interact with peers and respect the views of  
others, decision-making abilities, an ability to act in an 
ambassadorial role in many different environments, planning and 
time management, and a willingness to learn and develop.

Nominations are now invited for any members wishing to stand 
for election to Council at the 2013 AGM. Anyone wishing to stand 
must be nominated by at least 10 other ACCA members in good 
standing. Candidates should supply a head and shoulders 
photograph and an election statement of  up to 180 words. Election 
statements should not include references to email addresses or 
internet websites. Candidates are also required to sign declarations 
of  their willingness to comply with, and be bound by, the code of  
practice for Council members.

Further information on the Council election process, including pro 
forma nomination papers, may be obtained by writing to the 
secretary at 29 Lincoln’s Inn Fields, London WC2A 3EE, by sending 
a fax to +44 (0)20 7059 5561, or by sending an email to 
secretariat@accaglobal.com quoting ‘Council Elections’ in the 
subject box.

The closing date for submission of  nominations to the secretary is 
19 June 2013.

ACCA EXAMS RECORD
A record number of students around the world 
successfully completed their final exams in the 
ACCA examinations in December 2012.

More than 7,200 students passed their final 
exams - a slight increase on the previous record 
numbers in June 2012 – which will enable them to 
take the next step to ACCA membership.  In all, 
over 198,000 candidates took almost 367,000 
papers around the world, with more than 60,000 
students sitting computer based exams.

Pass rates were in line with expectations, but 
ACCA will be looking at what it can do to further 
assist students and learning providers to enable 
more students to succeed in papers where success 
rates are lower.

Alan Hatfield, ACCA director - learning, said: ‘All 
students who have passed their exams deserve a 
great deal of  praise, particularly the 7,200 who 
have completed their final exams and are able to 
demonstrate that they have a comprehensive range 
of  skills and a full understanding of  the finance 
chain –  in short, that they are complete finance 
professionals – something which employers have 
stressed they need in a difficult economic 
environment. It is good to note that many of  the 
students who have passed their final papers have 
also completed their practical experience 
requirements whilst studying for the exams and we 
look forward to welcoming them to ACCA 
membership soon. I hope all students are able to 
successfully complete their practical experience 
requirements and to go on to become members of  
ACCA.’

‘While most results are in line with historical 
averages, we will be looking closely at pass rates to 
look at what action we need to take, in partnership 
with learning providers, to see what improvements 
can be made. For example, it has been encouraging 
to see that results for Paper F7, Financial 
Reporting have continued to improve, following an 
investment in extra help for students and tutors,’ 
said Alan Hatfield.

Council election
Nominations are invited for members wishing to 
stand for election to ACCA’s Council
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NEW SME CERTIFICATE
ACCA has launched a new 
certificate to support finance 
professionals in understanding 
IFRS for SMEs.

The CertIFR for SMEs is available 
on demand. See www.accaglobal.
com/certifr

CMA FOR ACCAs
ACCA members have been given 
access to a US management 
accounting credential.

The Board of  Regents of  the 
Institute of  Certified Management 
Accountants (ICMA), representing 
the certification division of  Institute 
of  Management Accountants (IMA), 
has voted to waive its usual 
bachelor’s degree requirement for 
ACCA members wishing to earn 
IMA’s CMA (Certified Management 
Accountant) credential. 

The ICMA’s move is the latest 
outcome of  a strategic partnership 
between the US-based IMA and 
ACCA. 

For more, go to 
www.imanet.org/acca

An ACCA 
gathering
The Gathering Ireland is a year-
long celebration of all things Irish 
and ACCA Ireland is extending an 
invitation to our 1,300 overseas Irish 
members to attend an ACCA event 
during 2013 as our guest.
If you know of any Irish members living abroad 
who are planning a trip home to Ireland for 
business or for pleasure during 2013, why not use 
the opportunity to encourage them come with you 
to an ACCA Ireland Event. Whether you are 
catching up with old colleagues and classmates, or 
extending your network, the Gathering Ireland is a 
great opportunity to strengthen bonds between 
members. Our events run in locations all over 
Ireland, from February to June and from 
September to December. 

 
Some events of  note include: 

* International Women’s Day Breakfast, Dublin, 
with Louise Phelan, VP Global Operations EMEA 
PayPal on 8 March; 

* Lecture on the Irish Insolvency Bill, Galway, with 
Tom Murray, Friel Stafford on 10 April; 

* Members evening with wine reception, Tralee on 
22 October; 

* Members evening with wine reception, 
Waterford, with businessman Frank Dolphin on 7 
November; and, 

* Business breakfast, Cork with Michael Cawley, 
deputy chief  executive, Ryanair on 21 November.

If  you’d like to book your place at an ACCA 
Ireland event or if  you require any further 
information please contact suzanne.acton@
accaglobal.com 
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Your new 
car all 
wrapped up

This advertisement specifically relates to vehicle finance. Lending criteria terms and
conditions apply. Finance is generally provided by way of a Hire Purchase agreement.  
Bank of Ireland Finance is a registered business name of Bank of Ireland.

Call us today and we’ll help organise your car finance
1850 34 00 34 or visit www.bankofireland.com
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INTO EXILE
ESCAPING TAX

THE COMPLETE FINANCE PROFESSIONAL NEW ACCA RESEARCH
PRACTICAL TALENT MANAGEMENT STRATEGIES TO GROW 
REDUNDANCY THE TAX IMPLICATIONS

A TIME FOR 
DIALOGUE

LESSONS FROM THE CRISIS

ABOUT TURN
BUSINESS RECOVERY

CPD DEFINING MOMENT
FINANCE BILL 2013 AN UPDATE

DATA CENTERED THE ERA OF BIG DATA HAS ARRIVED

CPD
get verifi able cpd 
units by reading 
technical articles
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