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START-UP SUCCESS
In the recently published World Competitiveness 
Yearbook, compiled by the Swiss business school 
IMD, Ireland is currently ranked 15th on the global 
competitiveness scale, with the US retaining the top spot 
(see page 35). In 1997 Ireland ranked 10th on this scale, 
but the perception this year is positive, with Ireland’s 
tax regime ranked as the top attraction for foreign direct 

investment (FDI). Government competency ranked at the lower end of the list 
while Ireland’s skilled workforce and business-friendly environment rated highly. 

Although FDI is essential to our economic recovery, at the ‘Reach for Recovery’ 
business meeting, RDS, Dublin, Julie Sinnamon, CEO of  Enterprise Ireland, 
discussed how Irish companies need to garner support within Ireland rather 
than looking overseas for investment. This said, Irish start-ups are continuing 
to  make their presence known in the global market. Oisín Hanrahan, Irish EY 
Entrepreneur of  the Year finalist and founder of  the US-based Handybook, which 
provides home-improvement services, has recently secured €22m in development 
funding led by former AOL chairman Steve Case’s Revolution Growth fund. On 
the other end of  the start-up spectrum, Bill Cullen is a great example of  an Irish 
entrepreneur making a comeback after experiencing financial difficulties in the 
recession. The former Renault CEO and well-known business and TV personality 
(The Apprentice), has been appointed as official dealer for the SsangYong 
franchise and is poised to return to success in the Irish motor trade industry. 

Success in business is something Bobby Kerr, chairman of  Insomnia Coffee 
Company, is all too familiar with, making him an ideal candidate for the focus 
interview this month. Kerr discusses his diverse job experiences, his future 
business development ideas both at home and abroad, and how ‘the man with a 
van’ can help sustain and grow the Irish economy.

 Shauna Rahman, Ireland editor, shaunarahman@ifpmedia.com 
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▼ NOT FINE NOW
Intel has lost its challenge against a record 
€1.06bn fine handed down by EU antitrust 
regulators for blocking rival AMD, by giving 
rebates for its Intel computer chips

▲ TECHNOLOGY TOUCHDOWN
Taoiseach Enda Kenny met with high-profile technology leaders during his 
recent visit to Silicon Valleyin the US to promote existing relationships, as well 
as building new connections to secure new jobs and investment for Ireland 

▼ BLOOMING BRILLIANT
Bord Bia welcomed in excess 
of 100,000 visitors to Bloom – 
Ireland’s largest garden festival – 
in the Phoenix Park, Dublin in June 
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▼ WOLF OF GRAFTON STREET
SMEs and entrepreneurs should look 
abroad and online to expand their 
businesses, said Jordan Belfort at a 
Dublin business event 

▼ FLYING WITHOUT WINGS
Aer Lingus has issued a trading statement warning 
that its operating profit could be down as much as 
20% in 2014 compared with last year because of 
the recent strike and threats of further disputes

▼ TAKING A TAX BITE
The Department of Finance has assembled 
a high-powered international legal team to 
defend the Irish government following the EC’s 
decision to open a formal investigation into the 
corporate tax affairs of Apple in Ireland 
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is in a better position to be 
successful and to support 
local economic growth 
if  it engages a new type 
of  council manager with 
multiple skills. Hazem Galal, 
global leader of  PwC’s local 
government sector, said: 
‘Not only do cities need to 
develop ambitious visions 
and strategic objectives, 
they urgently need to 
put in place the enabling 
capabilities that will allow 
them to implement their 
strategies.’

 
S&P CREDIT UPGRADE
Standard & Poor (S&P) has 
upgraded Ireland’s credit 
rating to A–, with a positive 
outlook. S&P forecasts 
GDP growth of  2.7% over 
the next two years. Finance 
minister Michael Noonan 
said the upgrade reflected 
confidence in Ireland’s 
economy and domestic 
demand, backed by good 
jobs growth and strong tax 
revenues.‘I am confident 

EC OPENS TAX PROBE
On 11 June, the European 
Commission (EC) 
opened three formal 
investigations to examine 
the compliance with state 
aid of  decisions by Irish, 
Dutch and Luxembourg 
tax authorities regarding 
the corporate income 
tax to be paid by Apple, 
Starbucks and Fiat Finance 
and Trade. Last year, the 
EC began an information 
gathering exercise into 
the tax arrangements for 
multinational companies 
in a number of  countries, 
including Ireland. It came 
after a US Senate committee 
accused Ireland of  giving 
special tax treatment to 
Apple, which allowed it to 
sidestep large tax payments 
around the world. This 
claim has been strongly 
rejected by the Irish 
government, however, with 
the Department of  Finance 
referring to the tax system 
as open, transparent and 
statute-based. Chas Roy-
Chowdhury, head of  taxation 
at ACCA UK, said: ‘Without 
prejudging the outcome 
of  the investigation, ACCA 
welcomes the concept of  a 
level playing field to combat 
corporate tax avoidance 
and aggressive tax planning 
across the EU. We should 
encourage and ensure that 
member states operate 
openly, transparently and 
equally with all businesses.’

BEST PRACTICE 
Ireland’s reformed local 
government has the 
opportunity to learn from 
best practice internally, says 
PwC. According to its iUrban 
research, local government 

that we are moving in the 
right direction,’ he said.

 
NI IN RATE RELIEF
Northern Ireland’s finance 
minister Simon Hamilton 
has launched a consultation 
on a proposed £30m 
transitional rate relief  
scheme to help bed in the 
11 new ‘super councils’ that 
become operational from 
April next year. Elections 
took place in May to elect 
council members, who will 
operate ‘shadow councils’ 
as the old councils go 
into run-down mode. The 
transitional rate relief  
scheme will mitigate the 
impact of  rates convergence 
on ratepayers whose bills 
would otherwise jump 
substantially with the onset 
of  the new councils.

JOB MOVES PREDICTED
Ireland will undergo a 
significant shake-up of  
its workforce over the 
next year, with economic 

growth generating a 
large number of  people 
changing employment. 
Most businesses are likely 
to increase staffing levels 
as demand rises, according 
to the Global Sentiment 
Survey from employment 
analysts, the Berkley Group. 
The survey suggests more 
than half  of  people in work 
– 64% – expect to move jobs 
in the next year, with 44% 
intending to do so within six 
months.

 
‘ANGLO’ TRIAL DELAY
The next trial of  former 
Anglo Irish Bank chairman 
Seán FitzPatrick has been 
delayed. He is charged 
with concealing €139m 
in loans he received from 
the bank from the bank’s 
auditors. The trial was due 
to begin in October, but the 
defence requested the delay 
to examine prosecution 
evidence and because of  
the risk of  prejudice from 
the previous trial’s publicity. 

News round-up
This month’s stories include EU tax investigation into Irish affairs, IASB and FASB 
accounting standards agreement, and EY follows the software-accounting alliance trend 

IRELAND IN BEPS LAUNCH
The Department of Finance has launched a consultation on the base erosion and profit 
shifting (BEPS) project of the Organisation for Economic Cooperation and Development 
(OECD). Finance minister Michael Noonan said he wants to ‘consider options for 
Ireland’s tax system to respond to a changing international tax environment’, but in the 
context of the new international tax strategy that he announced in last year’s Budget. 
PwC warned that Ireland’s 
corporate tax regime 
would have to change. 
Feargal O’Rourke, PwC’s 
head of tax, said Ireland 
would be in a strong 
position if tax havens 
were closed, preferential 
tax rulings outlawed 
and ‘there is a focus 
on aligning profits with 
substance’.
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FitzPatrick was acquitted of  
providing unlawful financial 
assistance to bank clients 
for them to prop up the 
bank’s share price.

 
RISING IRISH ECONOMY
Ireland is the world’s 15th 
most competitive economy, 
according to a comparative 
index compiled by Swiss 
business school IMD. It was 
17th last year and 24th in 
2011. IMD rated Ireland 
as the best nation in the 
world for the availability of  
skilled labour, adaptability 
and labour flexibility. It 
was also rated best for 
investment incentives and 
attitudes to globalisation. It 
was considered third best 
for its perception as a place 
in which to do business 
and also third for its 
international image. 

 
FAMILY TAX BURDENS 
Ireland has a particularly 
high tax burden on families 
when small businesses 
change hands on the 
proprietor’s retirement or 
death, warns KPMG. In 
a survey of  23 European 
countries, Ireland was 
found to have the third 
highest headline tax rate on 
business transfers. 
 
NI RECOVERING
Economic recovery is finally 
underway in Northern 
Ireland, according to the 

TRENDS

TAKE OFF
Australia is still one of the top three destinations for 
those wanting to work abroad, according to Global 
Professionals on the Move 2014, produced by Hydrogen 
Group and MEB students at ESCP Europe. Around 
40,000 Irish people emigrated to Australia 2011–12.

China Hong
Kong

Singapore Australia UK
 

US

#12
#11

#7

#3
#2

#1latest report from the 
EY Item Club. Employee 
numbers are rising, as 
is consumer confidence. 
However, the report warns 
that economic growth will be 
slower in Northern Ireland 
than in the rest of  the UK 
because of  the small size of  
its private sector and over-
dependence on the public 
sector. It adds that many 
consumers will experience 
little improvement in their 
personal finances in 2014.

 
STANDARD AGREEMENT
The International Accounting 
Standards Board and the 
US Financial Accounting 
Standards Board  have 
agreed a converged 
accounting standard on 
revenue recognition. The core 
principle of  the converged 
standard is to recognise 
revenue for goods or services 
at the time a company 
expects to be paid. There will 
also be greater disclosure 
on revenue. The two boards 
have established a Joint 
Transition Resource Group to 
ease implementation of  the 
new standard. 
 
REPORTING GUIDANCE
The UK Financial Reporting 
Council (FRC) has 
announced a programme to 
promote clear and concise 
reporting to increase 
investor confidence, based 
on the use of  integrated 

reporting. FRC guidance 
will seek to ensure reports 
are fair, balanced and 
understandable. Reports 
that follow this guidance will 
conform to the International 
Integrated Reporting 
Framework. The CEO of  the 

International Integrated 
Reporting Council, Paul 
Druckman, said: ‘We 
share the FRC’s vision to 
improve corporate reporting 
and welcome the greater 
alignment between the 
strategic report and IR.’ »
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SHARE INCREASE
The Big Four accountancy 
firms have increased audit 
market share at the expense 
of  the mid-tier firms, 
according to the latest key 
facts published by the UK 
FRC. Audit fee income for 
Big Four firms increased by 
2.8% in 2012–13, while it 
fell by 1.7% for the next tier 
of  firms. Total fee income 
for all firms surveyed rose 
last year, increasing by 
3.9% for the Big Four and 
2.6% for the mid-tier firms.  
Total membership of  the 
accountancy bodies in the 
UK rose by 2.7% in the UK, 
to 327,000, and by 3.5% 
globally, to 465,000.

WHISTLEBLOWER LAW
LLP partners are now 
considered as workers for 
the purpose of  whistleblower 
protection as a result of  a 
Supreme Court judgement. 
In the case Clyde & Co LLP 
and another v Bates van 
Winkelhof, the court held 
that members of  LLPs are 
‘workers’ and so covered 
by employment legislation. 
The case centred a claim 
by solicitor Bates van 
Winkelhof  that she was 
dismissed by Clyde & Co 
as a result of  allegations 
that she made against the 
managing partner of  the 
firm’s practice in Tanzania.
 
ROLL-OVER RELIANCE
The business model of  
payday lenders is reliant 

on repeat lending to 
vulnerable consumers, 
an ACCA report, Payday 
lending: fixing a broken 
market, has concluded. 
Ewan Willars, director of  
policy at ACCA, commented: 
‘When considering that in 
2012 borrowers spent over 
£900m on payday loans, 
with £450m spent on loans 
which were subsequently 
“rolled over”, you begin to 
understand the magnitude 
of  the market.’ The 
report was launched at a 
roundtable that considered 
alternative systems for 
providing short-term loans.  

 
HMRC RAISES £24BN 
An HM Revenue & Customs 
(HRMC) crackdown has led 
to an additional £23.9bn 
being raised in the last 
year, the UK government 
has announced. London 
firm Blick Rothenberg said 
HMRC’s success was the 
result of  what it called its 
‘seven deadly weapons’ – 
including disclosure of  tax 
avoidance schemes, the 
general anti-abuse rule, 
naming and shaming of  tax 
defaulters, international 
exchange of  information 
agreements and the 
good fortune of  contacts 
from informers. Tough 
new measures are being 
introduced: prepayment to 
HMRC of  disputed tax and 
the empowering of  HMRC 
to directly access taxpayers’ 
accounts to claim tax. 

GLENCORE OPTS OUT 
The recently merged 
Glencore Xstrata company 
was criticised at its 
AGM for using Swiss 
accounting rules, rather 
than International Financial 
Reporting Standards 
(IFRS). Critics claimed this 
reduced the company’s 
reporting transparency. A 
resolution tabled at the AGM 
allowed Glencore Xstrata 
to remove the requirement 
on the company to report 
in accordance with IFRS.  
Investment advisory firm 
PIRC said: ‘As a result of  
this change, true dividend 
cover of  the company will 
not be transparent nor will 
the rest of  the balance 
sheet.’  Glencore Xstrata 
failed to respond to a 
request for comment.

SRA AUDIT SAVINGS
The Solicitors Regulation 
Authority (SRA) has 
published a proposal to 
abolish the need for law 
firms holding client money 
to obtain annual reports 
from accountants. The 
move could save law firms 
£30m a year, calculates the 
SRA. Law firm compliance 
officers would instead 
sign an annual declaration 
that client accounts are 
managed in accordance with 
SRA requirements. Peter 
Noyce, head of  professional 
services at Menzies, said the 
move had been expected. 
‘Law firms are under huge 

financial pressure, and many 
operate on a weak financial 
basis,’ he explained. 

TRUE AND FAIRS
The UK FRC has issued 
an updated statement on 
the application of  IFRS 
and UK GAAP true and fair 
requirements. This follows 
the confirmation by the 
FRC and the Department 
for Business, Innovation 
& Skills at the end of  
last year that the legal 
framework continues to 
require companies to 
present a true and fair view 
in their financial reports. 
The new statement reflects 
developments in UK GAAP, 
the now finalised European 
audit legislation, legal advice 
obtained by the FRC and 
stakeholder feedback. 

NEXT LOSES TAX CLAIM
Next Distribution – part of  
the Next fashion group – has 
lost a £19m tax allowance 
claim. Next had claimed 
the allowance under the 
former industrial buildings 
allowance. This allowed for 
tax liabilities to be reduced 
where construction costs 
were incurred for sites built 
for the storage and transfer 
of  imported goods. HMRC 
successfully argued that Next 
was not entitled to claim 
under the industrial buildings 
allowance as its use of  the 
site for repackaging goods 
arriving in the UK was 
outside the purpose of  the 
tax allowance.

PwC WINS BUNZL AUDIT 
PwC has won the audit 
for Bunzl, which had been 
previously conducted by 
KPMG for 28 years. Analysis 
by Adviser Rankings shows 
KPMG has the most FTSE 
AIM 100 audits, while BDO 
has the highest number of  
AIM audits overall. ■

Compiled by Paul Gosling, 
journalist

NT ADVISORS LOSE TAX ACTION
HMRC has won its fifth success against avoidance 
schemes designed by NT Advisors. The firm’s ‘bluebox’ 
scheme arranged a £500,000 ‘gift’ to a charity, with the 
money then transferred to a trust in Jersey held in the 
client’s name. The scheme was rejected by a tribunal, 
with the result that NT Advisors’ clients will pay an 
additional £21m in tax. In a separate case, about 1,000 
investors in the Icebreaker scheme – including Gary 
Barlow and two other members of Take That – were told 
to pay HMRC tax liabilities they had avoided.
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PERFECT BLEND 
From cheffing on oil rigs to building a coffee empire, Insomnia Coffee Company chairman 
Bobby Kerr’s diverse experiences have shaped his distinctive entrepreneurial approach

2014 
Chairman of Insomnia Coffee 

Company. 

2011 
Third series of Dragons’ Den had the highest 

ratings – Kerr has nine investments to date.

2010 
Purchased Bang Café with Joe and Anne 
Barrett and re-opened as Bang Restaurant.

2008 
After his father passed away in 2001, Kerr 
took over the Newpark Hotel in Kilkenny and 
sold the business for €23m in 2008. Also 
sold 51% of the Insomnia Group to Penninn.

2003 
Sold Perk to Insomnia – reinvested all 
proceeds of Perk sale back into Insomnia and 
became a shareholder and CEO.

1999 
Set up Perk coffee shops.

1997–1998 
Director of development – Campbell Bewley 
Group.

1992–1997 
Managing director – Bewley’s Oriental Café, 
Bewley’s Franchising and Bewley’s Bakery.

1991–1992 
Business development director – Campbell 
Catering.

1984–1986 
Transferred to Versa Food Services, Canada. 

1982–1984 
Chef on North Sea oil rigs for ARA Offshore.

A
lthough he is best known for being chairman of 
Insomnia Coffee Company, Bobby Kerr’s current 
job title is one of many – Newstalk business 
radio presenter, chairman of Titan Marketing, 

board member of the DIT Foundation, board member 
of Microfinance, co-owner of Bang Restaurant, former 
Dragons’ Den investor and business motivational speaker. 
It is not surprising that Kerr is one of ‘business’ Ireland’s 
post-recession success stories. 

There is no typical day for Bobby Kerr. In the last four 
years his Saturday morning business show on Newstalk 
– Down to Business – has grown from 25,000 listeners to 
65,000. ‘It is a human show for those in business who 
are on their down-time, keeping topics relevant, but also 
entertaining,’ he says. 

‘I am also on the board of  Microfinance Ireland; this is a 
pro bono government board where the government – through 
the EU – has been given €90m to lend to small businesses. 
Irish companies that have a turnover of  less than €2m or 
fewer than 10 employees, and have also been turned away 
from the banks, can receive up to €25k as a loan to help 
build up their business. It keeps me in touch with small 
businesses out there. That level of  €25k can help a plumber 
buy a van, or a small retailer set up their own shop. Knowing 
how important the demand for credit is out there, helping in 
this way is very important to me. 

‘Being co-owner of  Bang Restaurant and taking in my role 
as a public speaker at various events, I really do have four or 
five jobs at any one time. Having this many roles is the way 
of  the future for many business people. Compartmentalising 
is a forté for me now, it keeps my life interesting.’

Full of  beans
Since Kerr became CEO of  Insomnia Coffee Company in 
2003 – he became chairman in 2012, and handed over » 

CV

▌▌▌‘THESE DAYS IT IS MOSTLY OUT 
OF NECESSITY… THAT A LOT OF 
IRISH PEOPLE HAVE HAD TO BECOME 
ENTREPRENEURS OVERNIGHT’

12 FOCUS | INTERVIEW

ACCOUNTING AND BUSINESS



13INTERVIEW | FOCUS 

ACCOUNTING AND BUSINESS



1
Forget the begrudgers

2 
Enjoy what you do

3 
Be thankful you have your health and family

4 
There is real value out there so go and get 
it

5 
Surround yourself with positive people

6
Set realistic goals and targets for yourself

7 
Integrity – don’t do anything you’ll regret

8 
Innovate – there is always a better way

9 
Network – learn from others

10
Stay in the ring – it will always get better

‘These days it is mostly out of  necessity, whether through 
redundancy, pay cuts, or business closures, that a lot of  
Irish people have had to become entrepreneurs overnight. 
It is almost like a survival mode kicks in when you need it 
most. When I was first invited onto Dragons’ Den in 2009, 
it was in the height of  the “crash” and the ideas brought 
onto the Den were exciting and innovative. I am still very 
much involved with my nine investments and it is important 
to me to help develop their business ideas using my own 
experience and knowledge. 

‘The real growth and sustainability in the economy will 
come from ‘the man with a van’. If  you look at Uncle Aidan’s 
Flour, owned by John Murphy, the flour ingredients are 
sourced locally from Ballyhamilton Farms, ground slowly at 
the Ballyminane Mills, an authentic water mill in Wexford, and 
then shipped out nationally to retailers around the country. 
Supporting rural companies like John’s is essential in keeping 
the smaller rural businesses going. I worry for rural Ireland, 
where there are shops and businesses closing every day. 

‘There is huge opportunity in the Irish agriculture and 
fishing sectors to be taken advantage of. Coming from 
Kilkenny, I am aware of  the lack of  business attention to 

the CEO role to Harry O’Kelly – the national coffee chain 
has expanded to 83 sites, with 40 of  these standalone sites 
in Spars around the country. ‘We are selling over 10 million 
cups of  coffee a year. Insomnia is also represented in 200 
forecourts nationally through the bean-to-cup coffee machines 
in Spars and Maces,’ he says. ‘I work closely with Filip Spevak 
and Ronan McCullough in developing the Insomnia brand 
in the Spar side of  the business and also with Insomnia co-
owners, CEO Harry O’Kelly and John Clohisey of  BWG Foods.

‘From an international viewpoint we are also about 
to open in the UK and we are at an advanced stage of  
completing talks in Dubai now, which is very exciting for us.’

Although Kerr grew up in a successful family hotel 
business – the Newpark Hotel in Kilkenny – his father was 
determined that his children would find their own way in 
the world (a sentiment Kerr has passed on to his own four 
daughters). Building his own brand stuck with Kerr and after 
completing his catering management course in DIT Cathal 
Brugha Street, subsequently where he met his wife, Mary – 
Kerr is also an influential member on the education board 
of  the DIT Foundation – he went on to work as a chef  in AIB 
Catering Ballsbridge, feeding 3,000 staff  members every day. 

He then went on to the North Sea oil rigs, employed by 
ARA Offshore, where he worked as a chef  for two years. From 
here he was transferred to ARA’s sister company, Versa Food 
Services in Toronto, Canada. There, he held the assistant 
catering manager position in the CNE Stadium in Toronto and 
was responsible for coordinating the catering at the event 
held to celebrate the Pope’s visit to Canada in 1985. 

Returning to Ireland, Kerr began working for Campbell 
Catering as catering manager at UCC, which eventually led 
to him becoming business development director of  the 
company in 1991. Kerr made his way through the ranks 
to become managing director of  the iconic Bewley’s Café, 
Bewley’s Franchising and Bewley’s Bakery, where he ran 50 
cafés and shops, which made a turnover of  €40m. In 1997, 
Kerr became director of  development of  the Campbell 
Bewley Group, with his responsibilities including overseas 
development in the UK, US and Japan. 

This extensive portfolio experience led Kerr to set up his 
own chain of  coffee shops – Perk – which eventually led to 
the Insomnia brand being born in 2003 when Perk was sold 
to Insomnia. ‘I didn’t become a real business entrepreneur 
until I was 38, so I would always advise those who want 
to get into business, complete your third-level education, 
continue into formal training, go abroad and learn your 
trade, and come back eager to learn more and put your 
experience to good use.’

Fresh starts
There have been many casualties from the recession 
and many of  those who have been made redundant have 
branched out on their own and set up their own businesses. 
As an entrepreneur, Kerr says he really admires those who 
have the get-up-and-go to create new businesses. 
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those counties outside of  Dublin. At least with organisations 
like Enterprise Ireland and Microfinance Ireland, there is 
more support there for businesses. Larger rural businesses 
should also be aware of  the importance of  giving back, 
whether to their local community, or to their local charities.’

Giving back
Kerr is renowned for his charity ethos and also his 
enthusiasm for hosting entertaining fundraising events. 
Dotted around his offices are framed photographs he took 
himself  when building houses in Zambia in 2011. To date 
Kerr has raised nearly €200k for Irish charities. He recently 
ran the Great Limerick Run for Barrington’s Hospital, he is 
involved in the Special Olympics, and as a keen yachtsman 
he was looking forward at the time this interview took place 

to the Round-Ireland Yacht Race 2014 in June 
where he will compete, again, for charity.

‘Mary Buckley and I recently won a Strictly 
Come Dancing-themed event, where we 
performed a waltz and Gangnam-style number, 
and all proceeds from the night went to Cancer 
Research. I am patron of  Blackrock Hospice 

and have raised over €75k for the hospice as it would be my 
local charity. I am also going to run the Rock ’n’ Roll Dublin 
half-marathon with Titan Marketing, a company which focuses 
on sports and corporate sponsorship, and which I am also 
director and chairman of. 

‘My family and friends are an important outlet from work 
for me; I love nothing more than firing up the barbecue and 
being around the girls at home. Loyalty is also extremely 
important to me and I have a tight-knit group of  friends, 
who have been with me experiencing the difficulties along 
with the success in the last number of  years. 

‘I am lucky that at the ripe young age of  54, the world is 
still my oyster.’ ■

Shauna Rahman, editor, AB.IE

▌▌▌‘THE REAL GROWTH AND 
SUSTAINABILITY IN THE ECONOMY WILL 
COME FROM “THE MAN WITH A VAN”’
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THE FUTURE FOR 
IRISH CHARITIES?
As a series of 
scandals has 
rocked Ireland’s 
charity sector, 
with evidence of 
weak control systems 
at some of the largest 
organisations, what is the 
future for Irish charities?

I
f charities are to demonstrate that they are not 
contaminated, they may need to review their 
governance and reporting structures. It seems clear 
that greater transparency and accountability are 

essential for charities determined to distance themselves 
from negative public perception.

Rehab Group, Ireland’s fifth largest charitable organisation, 
and the Central Remedial Clinic (CRC) have been at the eye 
of  the media storm, hit by complaints about how they spend 
charitable money and their executive pay policies. Other 
charities are now paying the price through a loss of  income.

Rehab Group is an international operation providing 
training, employment, and social care services. It was 
supposedly part-funded by its lottery operation run by 
a subsidiary company – Rehab Lotteries – ‘supposedly’ 
because it emerged that the lottery took public money for 
good causes while doing little more than break even.

In the Dail in January, justice minister Alan Shatter 
reported that Rehab’s lottery income was just short of  €4m, 
of  which generated profits were a mere €9,452. The lottery 
was burdened by costs of  €1.3m and prizes of  €2.6m. 
The separate Rehab bingo scheme produced an income of  
over €3m, but again the profits were small by comparison, 

at little more than €500k. As the information leaked out, 
the government responded by deciding to phase out the 
charitable lottery scheme. 

There was also widespread public and political shock 
about the pay policies at the charity. It was revealed that 12 
Rehab senior executives were paid over €100k a year, with 
additional performance-related pay to senior executives 
(though these were waived in 2010 and 2011). The then 
chief  executive, Angela Kerins, was paid €240k a year. As 
public anger grew, Kerins resigned. Her replacement will be 
paid a much less generous €140k.

In all, some 77 Rehab staff  were paid over the €65k 
figure at which pay would have been disclosed in the UK 
under the statement of  recommended practice (SORP) for 
charity accounting standards. Rehab points out that there 
was no requirement for similar disclosure in Ireland – and 
that most Irish charities have not applied SORP. Rehab has 
since committed to use SORP for its accounts from January 
this year. It adds that it has reported in line with SORP 
where it has been required to do so, including for its UK 
charitable entities. The public focus on Rehab’s operations 
also led to the revelation that its former CEO Frank Flannery 
– who was also a senior adviser to Fine Gael – had billed 
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skills, increasing transparency and reforming the structure 
of  the group.

With the charity in receipt of  tens of  millions of  
euro a year from the state, as well as public donations, 
members of  the Dáil’s Public Accounts Committee (PAC)
are taking a strong interest in its operations and governance 
arrangements. Continuing enquiries are trying to determine 
why its lottery operated on such low margins and where the 
proceeds were spent, but the committee is also examining 
the cost structure of  its state-funded training operations. 
This involves a detailed consideration of  the value for money 
of  Rehab’s services, but also a review of  its executive pay 

policy, including the payment of  executive bonuses.
Chairman of  the PAC John McGuinness 
explains: ‘The public want reassurance 

that state and charity money is being 
spent wisely and to that end full 

transparency is in everyone’s best 
interest.’ He emphasises that one 
of  the issues is the confused 
ethos of  an organisation that 
is part-funded by the state 
and part-funded by public 
donations as a charity, yet also 
operates in part as a business. 
‘Rehab describes itself  as a 
no-profit organisation (NPO). 

It has the status of  a charity 
and a commercial wing and the 

issues around governance and 
remuneration appear to be at odds 

with what an organisation of  this nature 
should be about,’ says McGuinness.
Rehab is not the only charity mired in 

controversy over its corporate governance » 

the charity for work connected to its international projects. 
While board membership was unpaid, board members 
were entitled to payment for any professional services 
they provided and the arrangement did not breach any 
regulatory requirements. To further complicate matters, 
Flannery levied charges of  €77k in 2011 and 2012 in the 
name of  his consulting company, Laragh Consulting, which 
had been dissolved in 2009. Rehab has since decided that 
board members will no longer be entitled to payment for 
professional services provided.

Rehab’s chairman until May this year was Brian Kerr, 
who has now been replaced by Seán Egan, a former CEO 
of  Aviva Ireland. Kerr admitted that mistakes 
had been made. ‘We recognise that, 
as a board, we have not exercised 
strict and appropriate oversight 
of  certain issues which have 
come to public attention 
in recent weeks,’ he said. 
‘The board’s priority now 
is to initiate a programme 
of  transformation and 
change, which will allow 
us to candidly confront 
the issues before us and to 
rebuild the reputation, staff  
morale and effectiveness of  
the organisation.’

A review of  Rehab is taking 
place, led by Dr Eddie Molloy, 
an external change management 
consultant. Molloy’s remit includes 
recommending what action needs 
to be taken to strengthen the board, 
ensuring the board has the right governance 
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good practice in charity governance and management that is 
critical to a vibrant charity sector that commands the trust 
and confidence of  donors and beneficiaries alike.’

Charities should review their own corporate governance 
arrangements, without waiting for the new authority to 
act. Ivan Cooper, director of  advocacy at The Wheel, says: 
‘There should be transparency in relation to how all funds 
are used, regardless of  the source of  those funds. The 
entire organisation benefits from charitable status, therefore 
the highest standards of  transparency must apply to the 
reporting of  all expenditure. The trustees of  all charities 
are custodians of  public funds and, as such, their default 
position should always be transparency. Trustees shouldn’t 
seek to shield their work from public scrutiny by claiming 
private status.’ 

Diarmaid Ó Corrbuí is chief  executive of  the Carmichael 
Centre for Voluntary Groups, which produced the governance 
code for charities (see www.governance.ie). He says: 
‘Charities need to aim for the gold standard in best practice 
for the sector – compliance with the governance code 
for charities, signed up to the fundraising principles and 

production of  their annual 
financial statements under 
SORP for charities. This is 
critical for restoring trust 
and ensuring transparency 
for funders and the public. 
Accountants have an important 

role in being proactive in helping their clients in undertaking 
this review and in attaining best practice standards.’

Accountants will need to consider what action they take 
when they find a charity they work for or are auditing has 
been less than transparent and failed to be fully accountable 
to its regulator and those funding it, suggests Aidan 
Clifford, advisory services manager for ACCA Ireland. But, 
he stresses, overall responsibility for good practice must sit 
with the board and its audit committee.

The Irish Charities Tax Reform Group (ICTR), which 
represents charities in Ireland, believes the new regime 
under the Charities Regulatory Authority provides an 
opportunity to create a more transparent and accountable 
charitable sector. It will implement reforms that were 
envisaged in the 2009 Charities Act but have been on hold 
since then for cost reasons. 

Sheila Nordon, director of  ICTR, says: ‘The establishment 
of  a new authority will speed up progress on the detailed 
implementation of  regulation, which is essential to help 
restore full public confidence in charities and assist their 
invaluable and essential contribution to society.’ She has 
called on all charities, while the regulator is being set up, to 
ensure they conform to the stricter regulatory environment, 
operating transparently and complying with the existing 
voluntary fundraising principles and governance codes. ■

Paul Gosling, journalist

arrangements. There were uncomfortable parallels at the 
CRC, where its chief  executive was paid €106k from core 
funds provided by the Department of  Health, plus an 
additional €136k out of  donations to the charity. The CEO 
has since been replaced, but only after taking a pay-off  
costing the charity €742k. The new CEO was appointed on a 
much smaller salary and the entire board has stepped down.

Corporate governance failures
Other charities have also been in the news. Ireland’s largest 
private hospital, St Vincent’s HealthCare Group, was last 
year called by the Public Accounts Committee to explain 
its financing and corporate governance arrangements and 
to provide reassurance on its pension commitments. This 
spotlight led to a decision by its chief  executive to resign, 
with new structures adopted for the financing of  the CEO 
position from private income and the separation of  the 
charity’s public and private sector roles.

The Irish Red Cross has also been criticised, in its case 
for its accounting practices. These led to BDO Ireland being 
reprimanded for a breach of  ISA 700 and ISA 260 in its 

audits of  the charity. Only the accounts of  the head office 
had been audited, with financial irregularities in other parts 
of  the organisation overlooked. Although BDO had expressed 
its concerns in management letters to the charity, these 
were not spelled out clearly in the audit.

This series of  incidents has severely damaged public 
confidence in charities. According to research conducted 
by The Wheel – a national network of  970 charities – 
almost two-thirds of  charities say it has become more 
difficult to fundraise. Almost half  of  the 300 charities 
surveyed reported a fall in income of  as much as 10%. 
This is affecting charities that have not been subject to any 
allegations or criticisms. The Irish Society for the Prevention 
of  Cruelty to Children says it lost around €500k in donations 
last year, because of  public cynicism about the conduct of  
charities. This year, income is down by 20%, threatening its 
capacity to support its Childline service.

As the CRC scandal unfolded, the government took steps 
to improve governance in the sector. The former justice 
minister Alan Shatter, set up a new Charities Regulatory 
Authority, which is now operational. One of  its first priorities 
is to produce a statutory register of  charities. Shatter 
explains: ‘All registered charities will be required to provide 
reports to the authority each year on their activities and 
these reports will be made available to the public. This 
will provide a much needed increase in transparency and 
accountability in the charitable sector, and will support the 

▌▌▌ALMOST HALF OF THE 300 CHARITIES SURVEYED 
REPORTED A FALL IN INCOME OF AS MUCH AS 10%
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Grate expectations
Performance management systems that are solely concerned with exhorting staff to do 
more and do it better provoke resentment and disengagement, says Peter Williams

The quote attributed to legendary 
management consultant and father of 
quality control Edward Deming, that 
‘no one goes to work to do a bad job’, 
paints a positive, almost Pollyannaish, 
view of human nature. But it may be one 
that bosses should hang onto as they 
survey the efforts of their employees. 

Few of  us go to work intent on doing 
actual harm, but observation of  office 
life – and any cursory self-analysis 
of  differing levels of  motivation and 
enthusiasm – suggests that work, even 
when you are there and being paid, is 
not always top of  life’s to-do list. 

The implication of  the Deming bon 
mot is that if  work is badly done then 
there must be another factor at work: 
perhaps poor tools or processes, or the 
work required has not been sufficiently 
well explained. 

Perhaps if  organisations bought into 
the idea that no one goes to work to do 
a bad job then there would be no need 
for performance management. But 
reviews, assessments and appraisals 
at the end of  projects and assignments 
are alive and thriving and apparently a 
permanent fixture on the work scene. 
They are also, according to research 
by the Chartered Institute of  Personnel 
and Development, massively resented 
by a significant minority of  employees. 

that cannot be good for the individual 
or the organisation

It would be naive to think that you 
could just junk your performance 
management systems. But the figures 
suggest that a rethink is needed on 
what works. The clichéd response is to 
ensure that performance management 
processes are clear and consistent and 
used to align employees to the vision 
of  the organisation. It’s also important, 
says the CIPD, that processes are used 
to strengthen the manager-employee 
relationship where regular coaching 
and feedback are the norm. But at 
a time when so much is changing so 
rapidly within both private and public 
sector organisations, keeping that up 
to date and relevant is a real challenge, 
even for the best leaders.  

There’s a phrase in the software 
development industry that ‘good 
enough is good enough’. It is 
sometimes rendered as ‘good enough 
is best’ in education and consultant-
speak to express the idea, coined by 
Voltaire, that perfection is the enemy 
of  good. This doesn’t mean that we 
workers should be shoddy in our 
approach, or lethargic or rude. But it 
does mean that for most of  us we’re 
going to do just enough to get the task 
finished so we can get on with the 
other stuff, especially as too many of  
us still spend too much time working. 

While we want to do a good job, 
even a better job, we also need to get 
on with the rest of  our lives. To have 
a column or box in the appraisal form 
explaining how in theory we could have 
done better, or exhorting us to put in 
more effort, simply isn’t going to work. 

What is going to work is regular 
and genuinely two-way communication 
where problems with poor processes 
or irritating tools can be raised as 
well as bosses’ shifting expectations. 
Performance management should be 
the art of  the possible with a liberal 
sprinkling of  the aspirational. ■

 
Peter Williams is an accountant 
and journalist

For just about a year the CIPD has 
been tracking attitudes to performance 
management and the latest figures 
suggest that workers’ trust and 
confidence in leaders has fallen to a 
two-year low. 

This matters – not only because you 
get a warm glow when someone thinks 
you’ve done a good or excellent job, but 
because performance is linked to pay 
and promotion. 

As well as feeling that performance 
management systems are unfair, 
almost a third of  employees feel that 
progression within the organisation 
is unachievable for them, with one in 
five stating that their managers do not 
effectively communicate objectives 
and expectations. 

Even allowing for a little bit of  
employee whinging here – and let’s 
face it, we all fall prey to a bit of  
that every now and again – that 
suggests a level of  disenchantment 
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Small fish, big fry
Too much focus on the wider financial system in Ireland means smaller firms 
are not being policed or equally monitored, says Ian Guider

The lengthy trial of former Anglo 
Irish Bank executives has given us a 
valuable insight into the regulation 
of Ireland’s financial industry. Judge 
Martin Nolan, who presided over this 
trial, spared no ammunition in his 
criticism of the financial regulator 
following the conviction of two former 
Anglo Irish executives for providing 
illegal loans to some of the now-
defunct bank’s clients. He said ‘a 
state agency had led them into error 
and illegality’. The two bankers, Pat 
Whelan and Willie McAteer, were 
spared jail, in part because of the 
‘green light’ given to the Maple 10 
transaction by the regulator’s office.

After the comments were made, 
the Central Bank’s governor Patrick 
Honohan was quick to declare it a 
‘sorry story’ and that the events, 
which occurred in 2008, ‘couldn’t be 
repeated given the enormous shake-up 
of  personnel at the bank and the re-
integration of  the financial regulator’s 
functions’. In one sense, Honohan is 
right. The prospect of  a system-wide 
collapse of  the banking sector again 
in Ireland looks unlikely, given the 
extensive monitoring by the Irish and 
European authorities. 

But is the financial regulatory 
system today completely fit for 
purpose? Are the days of  the Central 
Bank being held captive by those it 
regulates over? Yes, firms face more 
regulatory requirements now but there 
have been too many ‘landmines’ of  
various sorts, which have proved costly 
for investors – this can’t be blamed on 
the old regime.

Perhaps the most obvious example is 
the collapse of  the investment manager, 
Custom House Capital. One calculation 
of  the exact amount which investors lost 
was estimated at €56m. The final figure 
could leave hundreds of  people, who 
poured lump sums into their investment 
and pensions funds, with as little as 
€20k returned to them from the investor 
compensation company. 

This was followed by the liquidation 
of  Bloxham Stockbrokers after the 

discovery of  financial irregularities. 
Serious accounting and underwriting 
issues at the Irish operators of  RSA 
Insurance meant it also was a major 
casualty of  the system, with losses 
costing the company €250m. 

All of  which begs the question, 
is there too much emphasis 
in Ireland on the wider 
financial system and not 
enough on monitoring 
companies, which also 
have the capability 
to cause serious 
financial losses to 
individuals? 

The response of  
the Central Bank 
is that about 
half  of  its 1,400 
staff  are focused 
on the monitoring 
of  banks, insurers, 
International Financial 
Services Centre (IFSC) 
companies and various 
intermediaries. Therefore, 
there are not enough 
resources onsite to cover 
policing of  all of  these 
firms. Its system of  
monitoring, the probability 
risk and impact system 
(PRISM), focuses on the 
institutions that represent 
the greatest threats. Client 
assets and consumer 
protection from these 
smaller firms may be classed 
as low impact by the Central 
Bank but financial losses 
to individuals from badly 
managed investments or 
questionably run companies 
will have harmful future 
consequences across the 
financial board. This is the 
area where greater resources 
need to be targeted. ■
Ian Guider is business editor 
and business presenter on 
Ireland’s Newstalk 106-108fm 
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Sustainability masters
Our long and honourable record on sustainability issues makes accountants the go-to 
profession for a key business requirement, says ACCA president Martin Turner

ACCA has long been at the forefront of thinking and developments 
in sustainability and environmental issues. I remember 
regularly being asked in the early days of ACCA’s 
sustainability activities more than 20 years ago, why 
accountants were getting involved in environmental 
issues. ‘Surely,’ they would say, ‘you should just 
stick to the numbers?’

Well, many more people in the business 
world now ‘get it’. They understand that finance 
professionals play a crucial role in sustainability, 
particularly since it has become ever more 
apparent that organisations can’t manage what 
they don’t measure.

But our role goes far beyond the 
measurement of  business activity and its impact. 
The global accountancy profession has an 
important role in making organisations more 
responsible and accountable in the pursuit of  
sustainable development. To this end, we recently 
published a policy paper called Sustainability 
Matters that brings together ACCA’s thinking on six 
sustainability-related issues: sustainability reporting; 
integrated reporting; the assurance of  non-financial 
reporting and disclosure; climate change; natural 
capital; and the green economy. 

Over the last 20 years there has been a big rise 
in the number of  organisations working to address 
their sustainability impacts. The driver has been a 
growing demand from investors, customers, staff  and 
NGOs for organisations to operate more sustainably, with 
some governments telling listed companies to address their 
environmental and social impacts and report on their practices. 

ACCA believes that accountants in every sector have an 
important role to play not only in sustainability metrics, but 
also in communicating and verifying reliable information.
The profession has worked hard to develop financial 
reporting and auditing standards that can be applied 
worldwide, and it can offer valuable lessons in 
doing the same for sustainability reporting.

Our profession is well placed to help 
businesses and wider economies 
achieve a more sustainable future. 
We should ensure that we remain 
at the forefront of  this critical 
issue. ■

Martin Turner FCCA is a 
management consultant in 
the UK health sector

Sustainability Matters is 
at www.accaglobal.com/
accountability
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I am currently working as 
a supply chain analyst for 
the Lilly’s shared service 
centre in Cork. My current 
role focuses on the supply 
chain of  our pharma and 
animal health divisions for 
the Nordics, UK and South 
Africa. It is a challenging, 
fast-paced role, which I 
enjoy, where a premium 
is placed on attention to 
detail and reacting quickly 
to changing business 
environments. 

I have learned that at the 
core of each business 
interaction, building strong 
business relationships can 
provide a great platform to 
help all parties reach their 
long-term goals. In a shared 
service centre environment 
the focus must be delivering 
excellent customer service 
and maintinaing the 
efficiency and effectiveness 
of  your role.

As we continue to develop a 
model of increased efficiency with 
uncompromising customer service, 
our shared services organisation is 
experiencing rapid growth. As new 
activities and processes embed in 
the new centre, we must focus on 
knowledge sharing and maintaining 
a steep learning curve. Thanks to 
strong management and employee 
engagement, we have been able to 
deliver continuous improvement to 
ensure the curve is on the upward trend.

Balancing your studies with working 
life can be difficult, but if you have 
a strong team network at work and 
at home, it is certainly achievable. 

‘ IN A SHARED SERVICE CENTRE ENVIRONMENT, 
IT IS IMPORTANT TO STRIKE THE CORRECT 
BALANCE’ PAUL LANDERS ACCA, SUPPLY CHAIN 
ANALYST, ELI LILLY, CORK

I am very lucky as my employer, Eli 
Lilly, has been very supportive and 
accommodating, and my wife has been 
very understanding of  the long hours, 
which are required in attaining the 
professional ACCA Qualification. 

In my spare time, my wife and I have 
just had our first child, so holidays may 
be on the back burner. My favourite 
holiday destination would have to be 
South Africa, a simply amazing country. 
I am currently reading a biography 
on Brian Clough – Nobody ever says 
thank you – a very interesting character 
who had some interesting and very 
successful management techniques. 
If  going out to dinner, our favourite 
restaurant is Green’s Restaurant on 
McCurtain Street, in Cork. ■

The view from

SNAPSHOT:
CORPORATE 
EVENT 
COMPANIES 
COMBINE

Eventbrite and Irish start-up 
Eventmama have announced a 
business partnership to help 
corporate event organisers 
put together an entire event 
in minutes.

Eventbrite is a global 
self-service platform for 
registrations and ticketing, 
while Eventmama is a Dublin-
based online service where 
event organisers can discover 
and book event locations, 
caterers and entertainment. 

According to the two 
companies, what used to take 
hours and involved countless 
inquiries, emails, forms and 
spreadsheets can now be 
arranged with a few clicks in 
a couple of  minutes. Initially 
promoting each other’s 
services to their respective 
audiences in Ireland, 
Eventbrite and Eventmama 
plan to gradually integrate 
both services to provide a 
more seamless experience for 
its users. Eventbrite could, 
for example, easily pull the 
date and location of  an event 
from Eventmama without 
users having to enter this 
information twice to set up 
registrations for an event.  

The new partnership 
announcement comes on the 
heels of  Eventbrite opening its 
new Dublin office earlier this 
year. Eventmama is an NDRC 
Launchpad start-up and both 
companies have offices in The 
Digital Hub.
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Cashflow management
Proactive cash management for future business sustainability is vital in the current 
business environment, writes Tom Murray

management can further aggravate 
their difficult business position.

* Companies should aim to maximise 
their cashflow by collecting debts 
as efficiently as possible and 
negotiating payment terms that 
are as attractive as possible with 
suppliers.

* In particular, payments to suppliers 
should be delayed as long as 
possible while taking into account 
and taking advantage of  supplier 
discounts.

* Cashflow is something that should 
be monitored and managed on 
an ongoing basis – not just when 
cashflow gets tight.

* Companies should build up a 
positive cashflow profile which will 
make a company more attractive to 
bank lenders.

Management, particularly in difficult 
economic times, can neglect to have in 
place the systems and warning signs to 
help them avoid cash shortages.

‘Cash is king’ is an old expression 
often used in business to refer to the 
importance of cashflow to the overall 
financial health of a business. One of 
the key insolvency tests for a business 
is the cashflow test – ie the ability to 
pay its debts as they fall due.

Some businesses continue to 
experience problems in managing their 
cashflow requirements. 

This is driven by the lack of  access 
to external finance – first, in the form 
of  bank lending; and second, in the 
lack of  diversity and availability of  
third-party finance to SME businesses 
in Ireland. 

This issue has been exacerbated 
by the withdrawal of  a number of  
foreign-owned banks from Ireland and 
the startling fact that the majority of  
Irish SMEs rely on bank funding and 
third-party credit in order to fund 
their business. 

However, a positive and welcome 
initiative is the recent announcement 
that the government, along with 
funding from the German bank KfW, 
the European Investment Bank (EIB) 
and the national pension reserve fund, 
is setting up a new state bank to lend 
€500m to Ireland’s SME sector.

What we have learned over the past 
five years is that proactive cashflow 
management is critical to sustaining 
and growing businesses, and that 
companies which do not anticipate, 
prepare and manage their cashflow 
function are more likely to stagnate 
and possibly fail. In particular, what we 
have learned is that:

* Good cash management is vital to 
the sustainability and growth of  a 
company.

* For companies that are struggling 
because of  a decline in revenues 
or a rise in costs, poor cashflow 

▌▌▌A BUSINESS REVISING ITS FINANCE FUNCTION 
SHOULD LOOK TO INCREASE THE RECEIPT OF 
MONIES WHILE SLOWING CASH OUTFLOWS

In an ideal world, a business should 
prepare and operate on a three-month 
rolling cashflow. This should be 
updated on at least a weekly basis.

 By doing so, management 
can identify any potential peaks 
and troughs in cashflow and take 
appropriate steps to minimise the 
impact of  the same by increasing 
revenues and aggressively targeting 
receivables. 

Furthermore, such cashflow 
forecasting is essential to the future 
of  business in that it helps grow the 
business by allowing it to invest in 
products, services and markets. 

It allows a company to operate from 
a position of  strength when negotiating 
with lenders, and negotiating with 
suppliers in terms of  achieving more 
attractive terms and discounts. 

In summary, whether we are 
external advisers or part of  an internal 
finance function, a business revising 
its finance function should look to 
increase the receipt of  monies while 
slowing the pace of  cash outflows.  

Companies should also look at:

* revising credit application policies 
to ensure that credit is given only to 
creditworthy customers

* stopping credit to customers that 
do not meet your terms of  trade, 
perhaps going as far as looking for 
payment upon delivery

* ensuring that there is no time lag in 
invoicing your customers (ie as soon 
as product/service is delivered)

* taking full advantage of  suppliers’ 
payment terms

* looking to negotiate improved terms 
with your suppliers.

By undertaking the above, you will 
mitigate, as much as possible, any 
lack of  correlation in the flow of  cash 
in and cash out of  a company, which, 
by definition will cause a business 
to struggle both in good and bad 
economic times. ■

Tom Murray FCCA is corporate finance 
partner with Friel and Stafford and 
ACCA Council member
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Export finance
When embarking on export activity many Irish businesses need to be aware of how to 
combat the initial obstacles, which can put a strain on working capital, writes Ronan Horgan

Business risks and financial 
advice
Global invoice finance players like 
Bibby Financial Services are well 
placed to establish the correct and 
appropriate levels of  funding. For 
exporters it is imperative that they 
understand international business risk 
and through export invoice finance, 
businesses can have international 
credit searches carried out on their 
behalf  and establish a global rating on 
both new and existing customers.

While businesses can of  course 
maintain their credit control and 
all elements of  their customer 
relationships themselves, opting to 
use a comprehensive management 
service can help overcome problems 
associated with any language barriers 
that may exist in certain markets with 
the assistance of  a highly skilled, 
multilingual credit management team. 
With global invoice finance providers, 
their wide networks of  international 

bank accounts allow for fast 
and efficient receipt of  

payments. Clients 

Some of the problems which can 
occur when Irish businesses are 
looking into export activities include 
the length of time involved securing 
new business, travel and associated 
upfront costs. However, more and 
more businesses involved in exporting 
are finding effective support in export 
invoice finance, which is providing 
them with adequate and flexible 
funding to maximise opportunities. 
Export invoice finance not only helps 
businesses control their spending, it 
also enables businesses to progress 
with confidence to take on new 
overseas business by taking advantage 
of the financers’ ‘local’ expertise and 
therefore assist decisions to make 
significant ongoing investment, safe 
in the knowledge that their cashflow 
needs are being met.

can also invoice their customers in 
the individual currencies of  those 
customers and receive payment in 
their own. In fact, leading invoice 
finance providers that have a global 
footprint can utilise worldwide 
knowledge, experience and presence 
to assist clients with various exporting 
challenges and provide on-the-ground 
assistance through expansive networks 
of  offices in leading markets.

With a strong and growing export 
market in Ireland and positive 
developments abroad over the past 
few years, there are significant 
opportunities for indigenous SMEs to 
get ahead and they will require strong 
financial backing from alternative 
sources of  finance.

For those businesses considering 
trading overseas it is important to 
remember and seek out support 
mechanisms available. Businesses 
across all sectors, whether they are in 
the initial planning stages of  export 
or wanting to build on already existing 
export activity, don’t have to work on 
their own. That’s not to say there isn’t 
a lot of  work involved, but in the end, 
the benefits will far outweigh the 

initial stumbling blocks. 
According to the BFSI SME 

Tracker survey May 2014, 
Irish businesses that export 
are upbeat about trading 
conditions, with eight in 10 
of  those that do business 
abroad expecting increased 
sales this quarter. The 
survey also found that 
profitability was stronger 
among exporting 
versus non-exporting 
companies, with 
almost one-half  of  
exporting companies 

reporting profits in Q1 
compared with only 26% of  

non-exporting companies. ■

Ronan Horgan is managing director, 
Bibby Financial Services Ireland, 
Dublin
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I am a senior consultant within 
Deloitte’s finance transformation 
team. I joined Deloitte in September 
2010, initially being involved in 
assurance and advisory, and now in 
management consulting. My day-to-
day activities can vary significantly, 
depending on the project I am working 
on, and this is one of  the aspects of  
my role that I enjoy most. The finance 
transformation team concentrates 
on delivering a diversified range of  
offerings, all focused on improving the 
finance function within an organisation 
both operationally and strategically. 
Deloitte is the market leader in this 
space and works with many blue-
chip clients. Deloitte’s positioning 
has allowed me to gain invaluable 
experience with some of  the largest 
private and public sector organisations 
in Ireland.

One of the benefits of becoming a 
member of ACCA is the internationally 
renowned accreditation. The reason 
this accreditation is so highly 
regarded around the world 
is clearly evident to a 
recently admitted member. 
Having completed 13 out 
of  14 exams, the sheer 
depth and breadth of  each 
subject has given me the 
confidence and knowledge 
that are prerequisites 
for success in today’s 
demanding multidisciplinary 
business world.  

As optimism 
continues to 
rise throughout 
the business 
landscape in 
Ireland, many 
organisations 
are now 

‘OUR BIGGEST CHALLENGE IS ALSO OUR 
BIGGEST OPPORTUNITY’ JOHN CASEY, SENIOR 
CONSULTANT, DELOITTE, DUBLIN

focused on the scalability of their 
business operating models. Whether 
this anticipated growth is organic or 
through mergers and acquisitions 
(M&A) activity, organisations need 
to have an operating model that is 
dynamic and flexible enough to exploit 
the opportunities available within 
their marketplace. As a management 
consultant involved in the design, 
implementation and optimisation of  
such models, it is an exciting time.   

Our biggest challenge is also our 
biggest opportunity. Clients come 
to Deloitte Consulting for help with 
complex business problems. Our 
challenge is to continually bring 
leading-edge thinking and the right mix 
of  capabilities to these clients. This 
is also a great opportunity to deliver 
successful outcomes for our clients.

One of the most important things I 
have learned over the last number of 

years working within Deloitte is to 
relish the opportunities that 

are available. To continually 
challenge yourself  by 
stepping outside of  your 
comfort zone as this is 
the only way to truly 
expand your knowledge 
and skill set. Fortunately 
these opportunities have 
been available within 

Deloitte, allowing me to 
work on a diverse range of  

projects in varying service 
lines. I hope to continue 

to do this throughout 
my professional 
career, leveraging 
my previous 
experience to add 
a new dimension 
to my current 
skill set. ■

SNAPSHOT:
TRANSPARENCY
The most important 
accounting lessons learned 
from the previous Central 
Bank transparency problems 
include the following: filing 
of all reports; following all 
standard audit requirements; 
if adjudged bankrupt, ensure 
ACCA is aware in advance 
so as to sustain existing 
membership; and ensure 
clear evidence of alternative 
creditor arrangements is 
provided to ACCA.

If  there is a legal duty to 
report to the Central Bank, 
including nil reports, the 
report should be made on 
time and in full, and evidence 
of  this report should be kept. 
Be aware of  the ‘double-
reporting requirement’, which 
insurance brokers and credit 
unions have to adhere to 
where every entity regulated 
by the Central Bank needs 
a statutory duty report and 
management letter report. 

If  an audit report has 
been signed for a client in 
the previous 24 months, 
ensure the audit is on a 
standard client list for audit 
monitoring visit purposes. 
ACCA will always consult the 
central registration office 
(CRO) prior to the monitoring 
visit and will also have a full 
list of  the company’s audit 
clients. If  arrangements with 
creditors have been made, 
either informally or formally, 
it is important that ACCA 
is informed.
aidan.clifford@accaglobal.com

The view from
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The commerciality reality
Alastair Beddow and Ben Kent of Meridian West explore the changes in behaviour 
required for accountants in practice to offer businesses the advice they crave

on the intricacies of  transfer pricing 
in Eastern Europe, say – often at the 
expense of  being able to share a 
broader, more commercial perspective. 
Compared with lawyers, accountants 
are disadvantaged by regulation such 
as Sarbanes-Oxley, which creates both 
real and perceived barriers to offering 
business advice.   

With ever more frequency, 
information about other organisational 
priorities – risk, talent, technology, 
innovation and customer – is being 
given the same attention as financial 
data when boards take business 
decisions. External advisers need to 
respond to this appetite for forward-

Financial professionals are seen by 
their clients to be less commercial 
than other advisers. While 34% of 
senior executives told a survey by 
Meridian West and the Financial 
Times that legal professionals 
are excellent at providing advice 
that incorporates commercial 
insight, just 15% of them gave the 
same rating to accountancy and 
finance professionals. 

Why should this be? With 
their grip on the numbers, 
financial professionals are close 
to the heart of  any business. Yet 
external advisers are increasingly 
specialised – offering clients a view 

looking metrics and non-financial 
key performance indicators (KPIs). 
One way to stay ahead of  peers and 
of  changing client expectations is to 
embrace commerciality.

What is commerciality?
Commerciality is a much used but 
ill-defined term. Yet its nub is simple: 
commerciality is about focusing on 
business outcomes when providing 
financial information and advice. To do 
this successfully means understanding 
the context in which decisions based 
on that advice will be taken. This is 
an area where many professionals 
struggle. Pride in being technically 
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FOR MORE INFORMATION:

The seven habits of  
commerciality framework is at

www.commerciality-hub.com

correct can lead to inflexibility. Lack of  
clarity about desired business outcome 
can produce results that don’t quite hit 
the mark. 

Take tax planning, an area rife 
with complexity where technical 
and specialist knowledge is vital 
and advantageous. To benefit from 
tax efficiencies it might make good 
financial sense to advise a company 
to operate a foreign subsidiary. 
However, a solution that is technically 
sound on paper may throw up many 
operational challenges such as an 
increased cost of  workforce mobility, 
or tarnish the corporate reputation with 
the tax avoider tag. 

A truly commercial professional 
balances these competing demands 
to find a solution that helps an 
organisation achieve the best possible 
business outcome. This may require 
problems to be framed in new ways. 
In the above example, rather than dive 
straight into a technical tax-planning 
solution, it may be possible to achieve 
the desired outcome of  freeing up cash 
for investment through a course of  
action that has fewer reputational or 
operational drawbacks. 

Commerciality in practice 
Commerciality is a mindset. This does 
not mean it cannot be taught or honed 
further by experienced professionals. 
To translate commerciality into 
practice it is important to focus on 
behaviour. Identifying behaviours 
that frustrate clients and consciously 
eliminating and replacing them with 
more commercial ones, through 
practice and repetition, is the best way 
to realise lasting improvements. 

Based on extensive research among 
thousands of  finance professionals 
and their clients, we have developed 
a framework to help professionals 
identify, communicate and improve 
commerciality. The ‘seven habits of  
commerciality’ framework (see box) 
can be applied by finance professionals 
to any client engagement, regardless 
of  their area of  expertise. 

Virtuous habits in practice
First: understanding the people. 
Business is mainly about managing 
people, relationships and politics. 
Being aware of  individuals, their 

competing interests and motivations is 
therefore key not only for determining 
the solution to a given problem, but 
also communicating its rationale. 

For example, one firm creates 
relationship maps for all its client 
engagements, mapping out all 
individuals within their own team and 
the client team, and encompassing 
stakeholders such as the CEO and 
non-executives – not just the direct 
members of  the finance team they 
liaise with on a daily basis. 

It is important to pay close 
attention to the competing interests 
and preferences of  the wider group of  
individuals who may have a veto over 
any decisions made.
Next: agreeing the scope. When 
deadlines and resources are tight, it 
is tempting to launch straight into a 
piece of  work to complete it as quickly 
as possible. This leaves little time to 
think through the strategy. The most 
commercial advisers set goals and 
metrics about what a successful client 
engagement looks like, communicating 
information about desired outcomes, 
tasks, resource and timelines. 

Scoping is critical for external 
advisers grappling with a move away 
from traditional ‘time and materials’ 
pricing to fixed or success-related 
fees. Agreeing a clear scope of  works 
up front helps accurately price an 
engagement to avoid writing off  large 
amounts of  work when the needs of  
the client change. 
Lastly: communicating with impact. 
A common complaint from time-poor 
executives is that financial reporting 
is long, technocratic and has to be 
translated for non-financial audiences. 
They want information which is easy 
to understand, quick to assimilate and 
highlights the key points in complex or 

contentious issues. Simple changes 
such as prioritising risks, explaining 
implications clearly for non-financial 
audiences and communicating 
visually make a big difference. 

The pay-off
Commerciality can be a significant 
differentiator when clients choose 
which external firms they work with. 
Being able to articulate knowledge 
of  sector trends, provide foresight 
on relevant issues, and be proactive 
on scoping and project management 
can boost pitch win rates and the 
profitability of  engagements. 

One firm that has tackled this 
challenge head-on has adopted an 
approach based on commerciality 
principles for delivering pension 
advice. In doing so, it has virtually 
eliminated an average 20% write-off  
in fees for subsequent engagements. 

What next?
The seven habits of  commerciality 
framework focuses on virtuous 
habits that have both a short-
term pay-off  (greater efficiency or 
profitability) and long-term benefits 
(improved competitive positioning). 
Developing a strategy sheet for an 
engagement, creating a stakeholder 
map, or focusing on outcomes need 
not be a tortuous experience. 

Any adviser can benefit from 
spending just a few minutes 
being more thoughtful about 
commerciality and what this means 
for their interactions with clients. 
Small changes matter. At the 
beginning of  an engagement have 
the courage to ask commerciality-
focused questions: Who are the 
key stakeholders? What form of  
communication is preferred? What 
kind of  solution is being sought? 
What is the desired outcome? The 
answers might just surprise you. ■

Alastair Beddow is associate director 
and Ben Kent is managing director 
at consultancy Meridian West

THE SEVEN HABITS
1 Focus on the desired outcomes 
2 Understand the business
 context
3 Understand the economics
4 Understand the people
5 Agree the scope
6 Build practical solutions
7 Communicate with impact

31COMMERCIALITY | PRACTICE

ACCOUNTING AND BUSINESS

www.commerciality-hub.com


R&D credit claims
When it comes to attracting businesses interested in the use of R&D, Ireland has climbed 
steadily up the rankings in recent years, writes Donal Leahy

themselves about R&D credits and 
they are starting to reap the benefits. 
It’s the tax consultants’ job to sell the 
benefit of  R&D credits to them. The 
relief  was put in place to encourage 
R&D jobs and people within the sector 
are happy to promote the relief. 

However, there has to be a level of  
awareness that for some clients the 
amount of  administration involved is 
too much for them. Some would rather 

R&D credits have been intelligently 
improved for the last number of years.

On the ground, the mechanics of  
claiming R&D credits can prove to 
be time-consuming for companies, 
especially smaller indigenous 
companies making relatively small 
claims. 

The large multinational companies 
with sophisticated R&D machinery 
are wise to the credits available in 
that area and are very successful in 
capturing those credits. 

However, for many SMEs, the 
administration bar for claiming R&D 
credits has been set too high and they 
sometimes fail to capitalise on the 
opportunities. 

Helping SMEs
Small companies 
coming into the 
export market 
have limited 
resources and 
although they 
can apply for 
a generous 
claim of  25% 
of  their R&D 
spend, one can 
fully understand 
how the level of  
paperwork required 
and a feeling of  uncertainty 
regarding their claim might well put 
them off.

To successfully complete an R&D 
claim a company needs to have 
back-up in the form of  a dossier. 
With the right procedures and some 
professional assistance, this can be 
easily achieved. In recent years there 
has been a rise in smaller clients 
benefiting from the relief. 

When Revenue investigates claims 
further it typically asks 23 specific 
questions. Assisting clients in having 
these answers prepared when making 
the original claim, should be done 
well in advance of  Revenue making 
any enquiries. The good news is that 
smaller companies are educating 

concentrate their resources on other 
aspects of  their business, and forgo a 
generous tax refund. 

Perhaps a more innovative approach 
should be taken. 

For example, if  one of  the 
university research centres is working 
with an SME on an R&D initiative or 

similarly if  Enterprise Ireland is 
actively supporting R&D, those 

criteria alone could satisfy 
Revenue for claims of  up to 

€100k R&D spend.

Improvements 
required 
Perhaps Revenue could 
be encouraged along 
a path to be more 
flexible in its approach 
to R&D credits. The 
government has put in 
place generous reliefs 

and infrastructure for 
smaller businesses. 
Revenue needs to echo this 

and encourage companies 
in Ireland to invest in R&D 

and create jobs. Revenue 
takes a pragmatic and 

business-focused approach 
when encouraging foreign direct 

investment (FDI) into Ireland and 
that is to be commended.

It would be great if  the government 
could encourage Revenue to adopt 
the same approach for Irish SMEs, 
particularly companies that are doing 
what is expected of  them by investing 
in R&D, leading the drive in the export 
market and creating jobs, which are 
born and will stay in Ireland. ■

Donal Leahy is director at Baker Tilly 
Ryan Glennon, Dublin

▌▌▌THE GOVERNMENT HAS PUT IN PLACE 
GENEROUS RELIEFS AND INFRASTRUCTURES, 
NOW REVENUE NEEDS TO ECHO THAT SPIRIT
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ABOUT THE SURVEY
IMD is a top-ranked business school. The World Competitiveness Yearbook is recognised as the leading annual 
report on the competitiveness of  nations. The yearbook was due to be published as Accounting and Business 
went to press. Download the full list at: http://tinyurl.com/klulv2l

▼LITTLE CHANGE AT THE TOP
According to the latest IMD World Competitiveness Center’s annual rankings, the US retains the number 
one spot in 2014, reflecting the resilience of its economy, better employment numbers and its dominance 
in technology and infrastructure. There are no big changes among the top 10. Small economies such as 
Singapore and Hong Kong continue to prosper thanks to exports, business efficiency and innovation. Most 
big emerging markets slid in the rankings as economic growth and foreign investment slow.

▼REGIONAL PERFORMERS
‘There’s no single recipe for a country to climb the 
competitiveness rankings; much depends on local context,’ 
said Arturo Bris, director, IMD World Competitiveness Center.

▲BUSINESS EFFICIENCY
In the ranking of  which enterprises are 
performing in an innovative, profitable and 
responsible manner, the US came top, with 
Hong Kong in third place, and Ireland fourth. 
Greece was ranked near the bottom (54th).
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THE FUTURE IS 
CROWDSOURCING
Innovation is what R&D is about, but now the R&D model itself has been taken over by a 
whole new approach – looking outside the company walls for new product and service ideas 

Matt Greeley, CEO of  Brightidea, says: ‘Global spend 
on R&D is $1.4 trillion. To say the majority of  that will 
go toward crowdsourcing within two years is unrealistic. 
However, crowdsourcing is highly disruptive to R&D 
and will continue to take a larger slice every year. New, 
collaborative innovation models are catching on fast, in a 
big way. Crowdsourcing is likely to disrupt a large segment 
of  the global economy.’

Greeley highlights P&G as a prime example of  how 
businesses are using the new product-development model. 
More than 50% of  the company’s product initiatives involve 
significant external collaboration, and it expects externally 
sourced innovation to contribute more than $3bn in 2015.

However, Dr Steve Priddy FCCA, head of  research at LSBF, 
dismisses Gartner’s claim as ‘rubbish’. ‘Crowdsourcing is 
not going to displace the R&D function of  firms as diverse 
as Unilever, Shell or Arup,’ he says. ‘It may impact more on 
“gazelle” startups, which are excellent for crowdsourcers.’

Techniques such as asking fashion blog readers about 
their favourite colours have enabled businesses like The 
Cambridge Satchel Company to achieve rapid growth from 
almost nothing, says Priddy.

Dave Nelsen, president of  Dialog Consulting Group, 
also doubts that crowdsourcing will become so pervasive 
soon – if  ever. ‘But it will be a huge trend,’ he adds. 
‘It’s brainstorming meets focus group meets democracy. 
For example, over six years, Starbucks has implemented 
more than 300 ideas based on customer suggestions 
and voting. Why should a company plan its products 
and services using just the people inside its four walls? 
Customers live in the real world, there are more of  them, 
and they have lots of  good ideas.’

100%Open has helped run many crowdsourcing 
campaigns for a wide range of  companies and non-profit 
organisations – it claims a tenfold return on investment for 
open-innovation projects.

Co-founder Roland Harwood says: ‘There are some great 
examples of  how crowdsourcing has made a real difference 
in all sorts of  industries and applications, from Wikipedia 
to citizen science. Whoever you are, not all the smart people 

M
ore than half the manufacturers of consumer goods 
will achieve 75% of their consumer innovation and 
research and development (R&D) capabilities via 
crowdsourcing within three years. That, at least, is 

the prediction of consultancy Gartner – to a mixed reaction 
from companies and academics in the area. One thing they 
are virtually all agreed upon, though, is that crowdsourcing 
is developing rapidly and has disruptive consequences.

Crowdsourcing means obtaining services, ideas or 
information by soliciting contributions from a large group 
of  people – usually online – rather than from traditional 
sources. Organisations have already found a huge range of  
uses for crowdsourcing, from improving sales techniques to 
building predictive models and designing adverts. A mining 
company even used it to find elusive gold reserves.

A recent article in New Scientist proposed that 
crowdsourcing can even ‘fix’ the internet by protecting it 
from complex bugs like Heartbleed.

Gartner said that engineers, scientists, IT professionals 
and marketers at consumer-goods companies are now 
engaging the intellect and opinion of  crowds much more 
aggressively. It sees a massive shift toward such applications 
of  crowdsourcing as online communities, scientific problem 
solving, and internally and externally created products.

The consultancy also predicted that consumer-goods 
companies using crowdsourced solutions in marketing or 
product development will have added 1% more to their 
revenue by 2015 than non-crowdsourcing rivals.

The trailblazers
Large brands and companies such as Doritos, Starbucks 
and Procter & Gamble (P&G) have led the way. Thousands 
of  businesses are now thought to be using so-called idea 
exchanges, where customers post suggestions and vote on 
features suggested by others. 

But Jonathan Price, visiting lecturer at the London 
School of  Business & Finance (LSBF), sums it up when he 
says: ‘The numbers using open innovation platforms look 
impressive by themselves, but in market share terms they 
are infinitesimal.’
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work for you. This has always been 
true, but more recently, simple web 
tools have made it possible to engage 
them in innovation activities effectively. 
This has made open innovation 
increasingly necessary to build and 
sustain competitive advantage.’

Potential pitfalls
But crowdsourcing also brings many potential difficulties. 
Some claim one of  the biggest is that it can be used to 
exploit desperate people by offering minimal or unfair 
rewards – a practice dubbed ‘serfing the internet’.

Michael Mainelli, executive chairman of  Z/Yen Group 
and a member of  ACCA’s Global Forum for Governance, Risk 
and Performance, says: ‘In R&D, intellectual property is a 
nightmare. The biggest problem is that I can’t crowdsource 
something unless I can identify the IP rights.’ He says 
some companies have offered ‘egregious contracts’ for 
crowdsourced ideas, pressuring people to give up their rights 
for a relatively small pay-off. ‘You only need a few like that to 
queer the pitch,’ he says. ‘We need a reform of  IP before we 
can use these techniques.’

Priddy agrees: ‘The growing danger is a lack of  regulation 
over crowdsourcing. It is not for the faint-hearted, but it 
should form part of  a balanced investment portfolio.’

Mainelli adds that so-called crowdworking – for example, 
accessing the global IT talent pool to write pieces of  
computer code – is already proving successful and is a more 
effective use of  the crowdsourcing technique at present.

Academics also point out that crowdsourcing is limited 
in that it can usually only be used for ideas rather than the 
whole R&D process. Bettina von 
Stamm, director at the Innovation 
Leadership Forum, says: ‘In 
most cases, open innovation 
is a misnomer. These 
platforms are mostly only 
generating ideas. They don’t 
collaborate to implement 
the ideas, which is what 
innovation is about.’

She also points out that 
successful crowdsourcing requires 
organisations to publish details 
of  their plans online that they 
may not wish their competitors 
to read.

Harwood says another 
downside could be the 
tendency towards 
mediocrity, as herd 
behaviour gravitates 
towards obvious ideas, 
unless the project is 

properly managed, moderated and incentivised. ‘Another 
pitfall is building expectation in your crowd that cannot 
be fulfilled. This can lead to a backlash of  disappointed 
participants but can be avoided by careful and frequent 
communication about what you are doing and why at each 
stage,’ says Harwood, who adds that crowdsourcing is not 
about getting something for nothing. ‘It requires a lot of  
work and some investment to make it work,’ he says.

Effective measurement
Von Stamm says methods for measuring the effectiveness 
of  crowdsourcing will depend on the context. ‘If  you want 
a small improvement for an existing product, it’s simple to 
measure. But radical innovation requires more care because 
if  you measure too much you might kill it. It might be better 
to measure the success of  the whole portfolio rather than 
individual projects. Many ideas will fail, but a few will succeed 
and perform much better than any incremental innovation.’

The possibilities opened up by crowdsourcing might 
call for finance to be more flexible, says Von Stamm. ‘Most 
of  the existing measurement tools are geared towards » 

▲ SMALL BEGINNINGS 
Yellow, a Lego sculpture made 
of 11,014 bricks by US artist 
Nathan Sawaya, part of his 
The Art of the Brick exhibition. 
Lego’s crowdsourcing 
project, Cuusoo, has led to 
the commercially successful 
creation of six Lego sets

▌▌▌‘CROWDSOURCING IS NOT FOR THE  
FAINT-HEARTED, BUT IT SHOULD FORM PART  
OF A BALANCED INVESTMENT PORTFOLIO’
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believe. You could give people 
tokens to play in the market which 
turn into prizes. It allows you to 
see which projects people really 
think are going places,’ he says.

‘Another development is that 
people are starting to look at how 

we infer things from the behaviour of  
crowds and second-order effects. So 
we can already guess what you were 
thinking about before you got there.’

Harwood says that, despite its pitfalls, crowdsourcing 
is set to have radical effects. ‘It could be applied almost 
anywhere – some of  my favourite current ideas are around 
crowdsourcing engineering, architecture and government 
policies,’ he says. ‘Since we have become exponentially more 
connected, organisations are being turned inside out. In the 
future, big organisations won’t do innovation, they will merely 
manage it. The real creativity will come from outside.’

Nelsen adds: ‘People can collaborate from everywhere. 
This will impact almost every organisation that is based 
primarily on intellectual contributions, including accountants. 
The mechanisms for collaborating and integrating knowledge 
will keep improving. The ultimate potential of  crowdsourcing 
is unlocking our collective intelligence.’ ■

Tim Cooper, journalist

risk elimination and certainty. 
“Ambidextrous” organisations excel 
at incremental innovation and the 
opposite, almost contradictory 
mind and skillset required for 
innovation excellence. I am making 
gross generalisations, but some 
finance people tend to focus more on 
details, whereas innovation requires 
a focus on the bigger picture. With 
crowdsourcing you can’t plan for the 
solutions to come.’

Harwood says it is important 
to calculate not only direct return 
on investment but also softer 
measurements such as net 
promoter score. A major by-product 
of  customer crowdsourcing is that 
they can become more engaged with 
your brand and products.

Greeley says tracking the 
financial impact for the company 
is nonetheless essential. ‘We define 
an innovation outcome as dollars 
returned to the business – this could be cost reduction or 
revenue growth,’ he says. ‘Our customers have tracked 
over $500m in impact from crowdsourcing, 
so there is compelling evidence of  its 
positive effect.

‘The counter-point is what if  you did 
not crowdsource? Would you identify 
and work on the same opportunities or 
ones with equivalent impact? There is no 
way to tell, but there is strong anecdotal 
evidence suggesting that breaking down 
silos [via internal crowdsourcing] allows 
employees to connect more dots across 
geographic and functional boundaries 
than they otherwise would.

‘Crowdsourcing can cast a wider 
net and engage more employees in 
your most pressing business challenges 
for faster solutions. Pitfalls arise if  
you use it as a gimmick. If  you don’t 
try to solve real business challenges, 
employees realise something is amiss – 
participation and motivation ceases.’

Mainelli says a refinement of  
crowdsourcing is to create a 
market for ideas, rather than 
simply relying on online votes, 
for example. ‘In the highly 
political environment of  a large 
establishment, it’s hard to tell 
which version of  the truth to 

Toymaker Lego’s Cuusoo programme 
has many of the aspects of a good 
crowdsourcing project. As well 
as sourcing talent and ideas from 
the global market, it uses the web 
to judge the popularity of ideas 
before they launch; and it uses a 
staged approach.

Participants submit ideas for Lego 
products. They create a page about 
their proposed idea for a Lego set 
and seek supporters and feedback 
from others. Once their proposal 
accrues 10,000 supporters, the 
Cuusoo team reviews it and decides 
whether to produce it commercially. 
The team also comments on project 
pages when they amass 1,000 and 
5,000 supporters. If  the project 

passes final review, the crowdsourced 
designers receive 1% of  total net 
sales of  the product.

Lego Cuusoo started in 2008 and 
has so far led to the creation of  six 
sets. 100%Open has worked with 
Lego on its crowdsourcing strategy. 
Co-founder Roland Harwood says: 
‘Crowdsourcing works better in 
digital industries where the rate of  
developing ideas is much faster than 
product or manufacturing-based 
businesses, but Lego Cuusoo shows 
that it also works here. Cuusoo is a 
clever way to develop and market new 
products before you’ve spent money 
on production. Lego tracks ROI and 
several of  the sets have enjoyed 
incredible commercial success.’

◄ REACHING OUT
Children perform at the opening ceremony of the First 
Lego League Open European Championship in Spain

LEGO CLICKS WITH CUUSOO
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FROM A TO B
While change is always hard, if transformation programmes are to achieve their aims  
it is vital that finance leaders take ownership of the process, says ACCA’s Jamie Lyon

M
any CFOs have a good understanding of the 
current state of their finance function – and 
a clear vision of what it ought to be like. 
Rationalisation, new processes, better technology 

and even entirely different working models such as shared 
service centres or outsourcing can all be important and 
compelling components of that vision. 

The challenge lies in getting from A to B. Managing 
change is critical to turning the vision into a reality in sync 
with the business case for the transformation programme. 

But finance people may sometimes be too rational, 
and assume that the bright, shining logic of  the ambition 
and the promised ROI will be enough to bring about the 
change. Finance leaders who assume the bald facts are 
all that is needed to get their teams to fully engage with a 
transformation project and deliver it are in for a culture shock. 

As is clear from ACCA’s recent report, Transformation 
challenges in finance, finance leaders must fully invest in 
change management, get the right sponsors to support 
their project, deal effectively with stakeholders, obtain the 
necessary resources and keep the transformation on the 
corporate radar. 

The need for change
One of  the problems for organisations trying to transform 
the finance function is that, often, people simply don’t see 
the need for it. It is easier to make an enthusiastic case 
for change when an industry is going through a period of  
rapid transformation – perhaps because of  the internet, for 
example – or if  competitors are stealing a march. And if  the 
CEO and the rest of  the board set out to change the strategy 
of  the business, then that too can be a powerful force that 
brings about change across the whole organisation.

However, if  the business environment is relatively benign 
and the strategy is one of  steady as she goes, then it is 
much more difficult to convince people of  the need to 
change their familiar ways of  working. But as Chris Gunning, 
vice president for global shared services at Unisys, says: 
‘Finance leaders need to be proactive rather than reactive, 
sitting and waiting for an organisational indicator. I think we 
should be steering the vision and the strategy of  finance.’ 

Patrick Hicks, service owner for global finance services 
at GlaxoSmithKline, puts it a bit more colourfully, saying 
that ‘when there is no burning platform, it’s critical to create 
discontent with the status quo as a scare factor’.

All well and good – but CFOs wanting to embark on 
ambitious change programmes at a time when the rest 
of  the enterprise is ‘business as usual’ will have to first 
engage with and then secure a mandate from their CEO. 
That does not mean delegating upwards; it does mean that, 
as Gunning says: ‘If  the cynics in the business don’t want 
to get on board with the finance transformation, you do » 
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There is little ambiguity about 
the secret of effective finance 
function transformation. 
Whether leaders outsource 
or run their own captive 
shared services centres, 
whether they move quickly 
or evolve the model over 
time, the requirements 
are the same.

Clear vision 
Without a clear vision 
for the finance function, 
it is difficult to win over 
stakeholders. It is critical to 
spend time conveying the vision 
of  the future state, then getting 
stakeholders to believe in the vision 
and its potential for success.

Senior management commitment 
If  the CEO is not actively supporting the change or 
is not seen as being supportive of  it, then there 
is no chance that finance function transformation 
will provide the anticipated benefits. While the 
CEO’s support is key, whether this support will 
involve merely blessing the initiative or giving it 
active support will depend on the scope of  the 
transformation sought.

Communication 
If  stakeholders do not understand what is changing and 
why, and what they must do, then the change programme 
will fail. According to the finance leaders consulted for 
ACCA’s Transformation challenges in finance report, failure 
is not caused by poor process and technology, but lack 
of  communication about the change.

Preparation 
Not only should the finance organisation and its 
stakeholders be prepared to commit themselves to the 
change, but the transformation team must have a tight 
plan to manage that change.

Resources 
Finance transformers moving to shared services or 
outsourcing often underestimate the effort required 
for change management. The key is to have sufficient 
resources at each transformation phase – from developing 
strategy to achieving ‘business as usual’ acceptance.

Patience 
Finance transformation involves 

high bursts of  energy to effect 
a revolution as well as slower, 
more evolutionary change. 
The process takes much 
longer than most leaders 
would like, but there are a 
few shortcuts. Change for 
finance is now a way of  
life, not a project.

Organisational 
redesign 

Often, finance leaders 
moving to shared services 

and outsourcing models forget 
that the totality of  the finance 

function must be redesigned. 
Retained roles change significantly in 

the face of  new models; it is imperative 
to ensure that staff  are redeployed, 
understand their new roles and are 
retrained effectively.

Maintaining middle 
management 
Retaining the middle layer of  finance 
management that is critical to the 

business’s core processes is key to change 
management. Yet all too often, middle 

managers’ numbers are aggressively reduced 
to justify the business case for shared services and 

outsourcing, or they are lost in the shuffle.

Alignment between capabilityand ambition 
Often finance leaders overstretch themselves to realise 
a vision that is way beyond their ability, or that of  their 
organisation, to achieve, or involves too much change to 
absorb. Being realistic about the organisation’s change 
potential is important.

Work within the culture 
Those who implement complex, multi-scope, multi-
geography finance transformation programmes, 
particularly in business line-led organisations, will 
naturally experience greater change challenges. By 
contrast, a single finance process implementation in 
an organisation run from the corporate centre may find 
that change is relatively easy. The trick is to gauge what 
your organisation’s culture will allow.

CHECKLIST FOR CHANGE
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need the CEO to beat them 
with a stick and get them 
back on track.’ Hicks agrees 
that the CEO’s support is 
critical to underscoring that 
participation is not optional.

Fast or slow?
Evolution or revolution? Simon 
Newton, FD for partnership 
services at UK retailer John 
Lewis, puts it nicely: ‘Go as fast 
as you can and maybe a little 
bit faster than you ought.’ 

You can’t deliver revolution 
if  money is tight and change 
has to be brought about 
through small steps and quick 
wins, but everyone seems to 
agree that a transformation 
programme that is too 
slow, under-resourced or 
lacking a certain aggression 
will not communicate the 
right message. But whether 
the change is fast or slow, 
Deloitte partner Peter Moller 
advises: ‘Respect the culture.’

The nature of  the transformation strategy is probably the 
most important business decision. The question of  whether 
to go for a captive or to outsource completely is one that 
has no easy answer. In any event, the ‘right’ answer to the 
‘make or buy’ decision will be different from one company 
to another, and many opt for a hybrid solution. 

So how do you tell what’s right? Factors to bear in mind 
include the vision for the finance function (is it to be a 
‘centre of  excellence’, for instance, or a ‘partner to the 
business’?), the scale of  the business (does finance have the 
critical mass to make outsourcing economically sensible?) 
and organisational maturity.

Culture is important: Hicks says: ‘We are used to solving 
our own problems.’ But John Ashworth, global head of  
finance transformation at Pearson, thinks the model choice 
presents an opportunity to ‘kick the culture’. His company 
went down the outsourcing route, creating ‘shock and awe’ 
as part of  the change programme. Does your business have 
this level of  risk appetite?

Seeing differently 
Either answer to the risk-appetite question involves 
significant cultural change for finance functions that have 
control and compliance at their heart. Moving toward an 
outsourcing model or even shared services means finance 
managers are controlling the environment and not the 
processes. They use dashboards to gain an overview, not 

‘The single biggest success factor is 
having a CFO or a business leader 
who can talk about the need for 
change. Why do we need to change? 
What will it feel like when we change? 
What’s going to be different? Painting 
that compelling picture of  the future, 
then ensuring that the broader 
leadership team really walk the talk.’

Julie Spillane FCCA, managing 
director, Accenture Global Services

FOR MORE INFORMATION:

The ACCA report, Transformation challenges in finance, 
is at www.accaglobal.com/smart

WHY DO WE NEED TO CHANGE?

‘I think you need to go more for the revolution and really get on with it, because 
I think otherwise there’s too much debate, too much confusion, and I think the 
quicker that you move to the new model and people get through that change journey, 
the better. Once people see that change, you do build upon the momentum.’

Patrick Hicks, service owner for global finance services, GlaxoSmithKline

BRING ON THE REVOLUTION

spreadsheets to drill down into individual transactions. The 
‘real’ accountants are in Eastern Europe or India or Manila. 
CFOs, says the report, need to ‘shut the door on the past 
but communicate, invest in new career models and highlight 
the business imperative’.

The right external expert can help bring a fresh pair of  
eyes to the problem, but they will need to build relationships 
within the company from scratch. Internal leaders may 
already have that connectivity with the business, but may 
not be in the best position to champion the need for change. 
A true partnership between internal leaders and external 
experts is the solution that Hicks says is needed.

There are many keys to success, and all are needed 
to unlock the value in a transformation programme. 
Commitment, knowing the culture, preparation and 
resources, aligning capability and ambition – without all 
of  these, change programmes will fail to deliver. Perhaps 
the most important of  all, though, is a clear vision that is 
communicated so that everyone knows what is expected 
of  them and believes that they can – and should – do it. ■

Jamie Lyon FCCA is ACCA’s head of corporate sector
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TAKING CONTROL
Having a conscious role in how we think can steer us away from destructive responses, 
transform our ability to make decisions and enhance relationships, says Noel Brady

W
ho’s in control: you or your subconscious? 
No apologies for introducing this somewhat 
profound opening question. It’s a deeply 
important question that executives – and 

everyone else, for that matter – should ask themselves. 
In any 24-hour day, we are really only conscious of  a small 

percentage of  things that we make happen, or that happen 
to us. While we are distracted by our thoughts, worries and 
daydreams, our mysterious subconscious is controlling most 
of  what we do and how we react to events – a kind of  silent 
autopilot, if  you like. Our subconscious mind contains our 
individual subjective map of  reality, and as external events 

enter our subconscious through our senses we process our 
response largely on auto-pilot, without ever engaging our 

high-level conscious mind – the one that uses logic and 
critical thinking to make rational decisions (we hope).

The conditioned subconscious
This subconscious map of  reality is directly influenced 

by our life story, from childhood influences such as 
culture, parental and school style and critical life experiences 
to social status, political loyalties, key role models and choice 
of  life partners. Our subconscious is largely conditioned to 
think and react to events based on our life experiences and 
influences. We continuously develop habits of  thinking, feeling 
and behaving throughout our lives.

Emotional intelligence as a concept has been 
around since Daniel Goleman coined the phrase for 
his 1995 book, Emotional Intelligence. One of  his key 

insights is that our outcomes in life, both positive and 
negative, are largely determined by our subconscious. 
Goleman identified that emotional responses are held at 

a subconscious level and that they are intricately linked 
with subconscious habits of  thinking and behaving.

Personally, I think the phrase can be misleading: 
how can emotions be intelligent? I prefer the concept of  
subconscious potential. Our brain has the potential to 
be highly effective or ineffective in any given situation or 
role depending, to some extent, on our inherited genes 

but, to a larger extent, on our life experiences. As an 
executive coach I used to focus on helping individuals and 

teams perform to their leadership potential by working on 
behaviours, but now I focus on helping clients maximise their 

leadership potential by changing their habits of  thinking 
and the ways in which they use their minds.
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Rewire your brain!
We know from recent advances in neuroscience that the 
brain has an amazing capability to rewire itself, both 
positively and negatively, depending on what happens to us 
in life. For example, when a person loses their eyesight, the 
part of  the brain responsible for processing images gets 
reused for processing sound and results in highly sensitive 
hearing. We also know that temporarily induced mental 
states become more permanent mental traits as the mind 
influences the brain’s structure.

Changing long-held limiting habits of  thinking around 
life, work, leadership and relationships can be hard, but 
is achievable. It’s not dissimilar to curing an addiction to 
harmful behaviour or drugs. In both cases, the support of  
others is often invaluable because change is so hard. 

We now know enough about how the brain works to 
consciously influence this natural process. The six points 
below are condensed from my long experience of  working 
with executives who successfully achieved lasting change.
1 Make a real decision to change. Take 100% personal 

ownership of  the outcome. This is probably the most 
important step and the one that causes the most 
problems. If  you want to become an inspirational leader, 
for example, it’s important to really know why you want to 

be so. What are the positive benefits for you, your team 
and your business? Are they really worth the time, energy 
and personal commitment to continuously push yourself  
outside your comfort zone? Contemplate what might be 
subconsciously motivating you.

2 Create a personal vision in the area you want to change. A 
strong vision helps to overcome challenges and moment-
to-moment difficulties. It helps us to deliberately focus 
on how we want to be, rather than how we are now. In the 
area of  a key stakeholder relationship, for example, your 
vision may be to maximise the strength and quality of  the 
relationship over the long term. If  so, then being right all 
the time and getting the decision you want right now may 
harm that relationship. Instead of  ‘winning’, you might 
consciously choose to align with your vision and defer to 
the stakeholder in order to strengthen the relationship.

3 Practice awareness. Begin to ask yourself: ‘What do 
I think about the process of  my thinking right now?’ 
Engage your conscious mind in the process of  thinking. 
Or, ask yourself: ‘What is happening right now?’ 
Unawareness makes you a prisoner of  your conditioning, 
but past experiences are not necessarily a good guide for 
present-moment challenges. The practice of  mindfulness 

is often introduced to help executives deal with the 
stresses and relentless pressures of  work. For some, 
mindfulness is about finding peaceful time to clear one’s 
mind of  thoughts and meditate. For me, the practice is 
less structured. I endeavour to create an ongoing habit of  
being mindful. This is very powerful because it provides 
the opportunity to consciously change my old, unhelpful 
habits of  thinking that get in the way of  maximising my 
potential as a leader, coach, partner and father. It’s very 
simple: mindful leaders make better decisions.

4 Become less self-centric in your thinking. High-
performing teams are essential to business success, but 
when working as an executive team coach I invariably find 
that dysfunctional team behaviour and poor performance 
are caused by self-centric thinking. Leaders should 
develop a habit of  challenging self-centric thinking 
in both themselves and others; be mindful that it is 
associated with poor outcomes, unhealthy conflict and 
negative emotions.

5 Reflect on your outcomes. This is a crucially important 
element of  change. Spending some quality time reflecting 
on important events is part of  the process of  rewiring 
our brain to create fresh connections and thinking habits. 
Humans have evolved to learn from experience, and this is 

accelerated and deepened by reflection. 
Ask yourself: ‘What happened during an 
important event? What worked or didn’t 
work well? What insights or learnings 
did you get? What would you do 
differently next time?’ Make this a habit 
and your learning and development will 
accelerate rapidly.

6 Persevere. Changing unhelpful habits of  thinking takes 
time and repetition. We know from neuroscience that 
thoughts happen when brain cells, or neurons, transmit 
electrical signals between each other via connections 
called synapses. The more often the neurons fire, causing 
a transfer of  information to another neuron, the stronger 
the pathway becomes – hence, the creation of  new habits 
of  thinking. The obverse is also true; as thoughts become 
less frequent, the neural pathway shrinks.

Use these six points to steer your brain’s development to 
gain more conscious control of  your mind and improve your 
leadership – and your life. ■

Noel Brady is an executive director with Inside Out, a global 
executive coaching firm. He works internationally with 
senior executive leaders and leadership teams focusing on 
developing lasting performance improvements through the 
creation of new and empowering habits of thinking. 
noelbrady@insideout.biz

▌▌▌CHANGING LONG-HELD LIMITING HABITS OF 
THINKING AROUND LIFE, WORK, LEADERSHIP AND 
RELATIONSHIPS CAN BE HARD, BUT IS ACHIEVABLE
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TALENT DOCTOR: GENDER
Are women and men equally effective in the workplace? 
As a research psychologist, I get frustrated with much of 
what is written about the subject as it tends to be based 
on opinion rather than evidence. So what do studies tell 
us about the battle of the sexes at work?

The answer depends on how you define ‘effective’. 
Management professor Fred Luthans defines an effective 
leader as one who is able to create a team of  productive 
and satisfied employees. He defines a successful leader 
as one who is able to be promoted quickly.

A 2008 study by management professors Margaret 
Hopkins and Diana Bilimoria asked hundreds of  
employees to rate the effectiveness of  their leaders. 
The results found that male and female leaders were no 
different in their levels of  interpersonal competence and 
emotional intelligence; they were equally effective.

However, the male leaders tended to be more 
successful; they were promoted more frequently and saw 
their salaries increase more. Even when female leaders 
had equivalent levels of  skill, they tended to be rewarded 
with fewer promotions and salary increases.

A 2013 experiment by behavioural scientists Michelle 
Haynes and Madeline Heilman invited women and men 
to work together in small project teams. Afterwards, the 
researchers asked the women and men individually to 
say who they think did the most work. Typically, men 
were more likely to claim credit for having made the 
most contribution. In contrast, women were more likely 
to share the credit by saying that ‘we’ or ‘my team mate’ 
had done the work.

Given that most studies suggest that women are no 
less effective, this suggests that they often don’t take 
credit even when they should. No one likes a braggart, 
but women in general may want to seek recognition for 
the achievements to which they genuinely contributed.

Understanding the perception gap
Dozens of  studies have shown that most people – not 
just leaders but all employees – typically have fairly 
inaccurate views of  their own competence. Some people 
massively overestimate themselves; others underestimate 
themselves by a similar margin.

A 2014 paper in the Journal of Applied Psychology 
reviewing the results of  95 studies collected all over 
the world found that men tended to rate themselves as 
significantly more effective than women rated themselves. 
However, when these men and women were actually rated 
by colleagues, the reverse was true: colleagues tended to 
find female leaders to be more effective.

Overall, research suggests that women are as effective 
as men in leadership roles – if  not slightly better. 
However, women tend to underestimate themselves and 
shy away from taking credit.

If  you’re a manager, you would be wise to take these 
differences into account. Just because a woman in your 
team doesn’t seem as confident or pushy about her 
achievements doesn’t mean she isn’t as good. Failing 
to recognise talented individuals – regardless of  their 
gender – may be robbing you and your organisation of  
some of  your best future leaders.

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

Career boost
What do studies tell us about the battle of the sexes at work, asks talent doctor Rob Yeung. 
Plus, how to impress a new client, and how many typos you can get away with on your CV
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You’ve ironed your best outfit, brushed your hair and 
polished your shoes; you’ve got the time, address and 
names imprinted inside your eyelids; you 
may have even practised your 
handshake. You’re ready to meet 
your new client. 

Or are you? If  your client 
is a different nationality, 
are there any traditions 
or cultural nuances you 
should be aware of? If  
you’re meeting in a 
restaurant or bar, 
should you drink? 
If  so, how much? 

A lot of  
research goes into 
making a good first 
impression on a new 
client, but alongside 
being courteous and 
flexible, there are a few 
steps you can take to 
come over well and 
start the relationship 
off  on the right foot. 

First, plan and 
prepare. You’ll have your own 
agenda and targets, but you 
need to take into account 
your client’s expectations 
and needs, so put 
yourself  in their shoes – 
do your research. 

SUMMER BREAK 
A US study by Robert Half  
has found that 39% of  
workers won’t use their 
allotted summer vacation 
days, with 38% saving some 
in case they need them later 
and 30% for fear of  falling 
behind with work. 

Paul McDonald, Robert 
Half’s senior executive 
director, says: ‘All work and 
no play doesn’t just lead 
to burnout, it also erodes 
creativity, since stepping 
outside of  routine frequently 
sparks innovation. Fresh 
perspective is useful in just 
about any profession.’ 

And it is, after all, a long 
stretch till next summer.

FOR MORE INFORMATION:

www.accacareers.com

TYPO TOLERANCE
It seems that even 
employers are becoming 
desensitised by the quick, 
casual and often mistake-
ridden communication of  
social media. According to 
research by Accountemps, 
only 17% of  employers 
say a single mistake would 
land a CV in the reject pile 
compared with a figure of  
40% in 2009. 

But this does not mean 
jobseekers can relax – 63% 
said two mistakes was 
enough to consign a CV to 
the waste bin. 

The study cited real 
examples of  howlers in 
CVs: ‘My last employer fried 

me for no reason.’ ‘I am 
graduating this Maybe.’ And 
‘I am looking for my big 
brake.’ Oops! 

IT’S FLEXI-TIME
Changes to legislation in 
the UK that come into force 
on 30 June could prompt 
a surge in flexi-working 
requests from employees.

According to a YouGov 
survey commissioned by 
HR specialist Croner, 26% 
of  British workers are likely 
to request flexible working 
arrangements once the new 
law comes into force. 

Richard Smith, head of  
employment law at Croner, 
says: ‘Changes to the 

law are not bad news for 
employers – they will receive 
some flexibility too. 

‘The new law replaces 
the statutory procedure for 
consideration of  flexible 
working requests with a 
duty on employers to deal 
with employee requests in a 
“reasonable” manner. 

‘It does not give 
employees the right to 
working flexibly but provides 
a right to request it.’ ■

This page is compiled and 
edited by Neil Johnson

Second, set an agenda. This doesn’t need to be 
followed too rigidly, but if  emailed to the client the day 

before it can make a positive initial impression. 
On the day there’s every chance the meeting 

will go in a completely different 
direction, but that’s ok. 

Third, be professional. Show 
common courtesy, politeness and 
consideration. Follow your client’s 
lead with alcohol, don’t talk over them 

or appear distracted, and turn your 
phone to silent. 

Fourth, take notes. This can help 
make your client feel that what 
they are saying is valued and also 
help you appear busy if  it’s a 
boring meeting. 

Finally, provide a meeting 
summary. This is where your note taking 
will prove useful. It ultimately affirms the 

agenda and the meeting, sets out the 
future path and looks professional.

THE PERFECT: NEW CLIENT MEETING 
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are possible consultancy 
projects in Israel and Russia. 
I have already chosen my 
office in Dubai – The Four 
Points Sheraton (I wish!).

If  your board isn’t 
thinking about this 
dimension yet, then at the 
next board meeting, wake 
them up! There is a myriad 
of  options to explore, as I 
will now explain.

Identifying options
At the most basic level, the 
key choices available for 
international strategy are: 

*  which countries to sell to

*  which market segments 
to sell to

*	 which products to sell  
(along with any local 
adaptations)

With mature Western 
economies groaning under 
the weight of sluggish 
GNP per capita growth and 
with their government debt 
akin not just to the film 
The Hangover but also to 
follow-ups The Hangover 
Part II and The Hangover 
Part III, it would be 
foolish not to consider the 
opportunities presented by 

the ‘other world’, which is 
growing fast. 

Take my own business 
as an example. Five years 
ago it was all based in the 
UK. In 2014, by contrast, 
most of  my orders for 
executive development 
come from Egypt, Europe, 
Dubai and the US, and there 

*  how to sell them. 
Obviously, subsequent 
choices might arise from 
these, such as whether to 
make product over there, 
and about distribution.

Options for international 
development are a bit like 
the shape of  the branches 
of  a tree. So we also have 
different options branching 
out in terms of  simple 

exporting and setting up 
local operations. 

The export choice can be 
between having your own 
sales force, selling through 
agents, selling through 
distributors or engaging 
in a joint venture (JV). 
Equally, setting up your 
own operations triggers 
other options to decide on, 
such as whether to have an 
organic startup, take part 
in a JV or acquire a local 

business. A JV can then have 
many possible structures –
organisationally and legally. 

In addition, there is the 
decision to be taken on 
location. In some countries 
this may not be about 
determining where to locate 
a single base as, in effect, 
there are a multiplicity of  
regions; in the case of  China 
or the US, for instance, the 
whole country is too big to 
be served realistically from a 
single base.

As highlighted in last 
month’s article, there is also 
the question of  timing. For 
instance, you might enter 
multiple countries/locations 
in parallel or through a 
dynamic cascade. 

There are also phasing 
options. You might begin 
for instance, with an export 
strategy selling from the 
UK, then setting up your 
own sales force, before 
entering a JV or expanding 
via acquisition. Even if  you 
don’t know exactly how 
and when it is all going to 
pan out – which would be a 
well-articulated ‘deliberate 
strategy’ – then it is sensible 
to have at least worked 
out scenarios for some 
broad shapes and possible 
sequencing of  international 
development.

Evaluating strategies
Strategy evaluation involves 
an assessment of:

* the market’s inherent 
attractiveness

* the potential competitive 
position

* country attractiveness. 
The first two of  these were 
covered in articles in my 
earlier series; country 
attractiveness is peculiar 

International strategies
In the second article in his series on international business, 
Tony Grundy looks at how to develop strategies

▲	IN	HIS	DREAMS…
Downtown Dubai is our author’s preferred locale for his 
burgeoning Middle Eastern executive development hub
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to international strategy 
evaluation and has two 
aspects.

The first of  these is 
that different countries 
will have different general 
economic growth rates 
and market growth rates, 
display different levels of  
competition, and present 
different difficulties of  
trading and doing business. 
Social, political and 
economic stability may be 
different too. 

The second aspect of  
country attractiveness is 
there may be different levels 
of  difficulty in competing. 
A particular country may 
be hostile to your operating 
there because you are 
from another country (the 
‘liability of  foreignness’); 
conversely, coming from a 
certain country may give 
you an advantage, such 
as British origination in 
Anglophile countries.

Case study
When UK retail giant Tesco 
decided to move into the 
US it thought its superior 
grocery retailing skills would 
be sufficient to outweigh 
both the problem of  having 
an unknown, new or British 
brand, and the difficulty of  
not having perfect familiarity 
with that market. I wondered 
at the time whether Tesco 
had looked at the track 
record of  UK companies 
entering the US, and of  UK 
retailers entering the US 
(neither good), and at the 
critical success factors in 
the US.

With hindsight, the failure 
of  Tesco’s entirely new 
Fresh and Easy brand in 
California makes it look like 

such high-level questions 
were never addressed. Tesco 
did carry out extensive 
market research and 
piloted prototype sites in 
the US, but sometimes the 
competitive and cultural 
odds can be just too stacked 
against you. 

Contrast that with the 
huge success of  Dyson 
Appliances in the US. 
There was no need for a 
manufacturing plant and it 
was possible to stick with 

an existing and established 
brand. The US is a natural 
home for Dyson, especially 
given the quirky appeal 
of  British inventor James 
Dyson. That may be less 
true of  India – although 
the country has a large 
and growing middle class, 
home-cleaning routines are 
different from in Europe and 
cultural differences generally 
inhibit sales.

Coming back to structure 
and international strategies, 
a start can be made by 
drawing up a matrix of  
countries (the ‘where’), 
against the ‘how’.

The ‘how’ might be 
split – as mentioned above 
– into simple export versus 
local operations, and 
these of  course may need 
subdividing. 

A simple next step is to 
score the cells of  the matrix 
out of  5 – with 5 being very 
attractive indeed, 4 very 
attractive, 3 average, 2 
below average and 1 weak.

Next, take a sample of  
the higher scoring strategies 
and maybe some 3s you 
think you could improve on, 
and then run them through 
the strategic option grid 
explained in my first series 

▌▌▌YOU CAN’T ASSUME THAT OTHER PLAYERS WILL 
DO NOTHING. IT IS MUCH LIKE A GAME OF FOOTBALL – 
ATTACK AND YOU CAN BE HIT ON THE COUNTER 

of  articles on strategy, 
distinguishing between the 
five criteria of:

* strategic attractiveness

* financial attractiveness

* implementation difficulty

* uncertainty and risk

* stakeholder acceptability. 
Score each individual 
cell of  the matrix as a 3 
(highly attractive), a 2 
(medium attractive) or 
a 1 (less attractive), and 
then add the total up out 
of  15. Remember that the 

strategic attractiveness 
score is based on thinking 
about both market and 
country attractiveness 
– an assumed future 
competitive position. 

Implementing 
strategies
Do not assume a steady-
state position in the 
marketplace. For instance, 
one service company that 
entered a central European 
country established itself  
well but a low-cost rival 
opened up with pricing 
way lower than the UK 
company’s worst fears, 
stealing considerable 
market share and sales. In 
international markets – even 
more than domestic ones – 
you can’t assume that other 
players will do nothing. It is 
much like a game of  football 
– attack and you can be hit 
on the counter. Competitors 
doing little or nothing may 
be just ‘playing dead’.

Attack a rival in its 

home country and it might 
even counterattack you in 
yours. For instance, when 
Dyson started to export to 
Europe in earnest around 
1997–98, Miele retaliated by 
penetrating one of  Dyson’s 
most valued accounts, John 
Lewis, which in around 1999 
told me: ‘Miele is our best-
selling product.’

In sophisticated and 
global markets (especially 
in fast-moving consumer 
goods) multinationals 
will often coordinate 
their offensive marketing 
strategies across borders – 
even staging simultaneous 
attacks on a rival. 

To finish, there are 
two further angles worth 
flagging up: the options for 
importing, and strategies 
for repelling entrants from 
other countries.

As some parts of  the 
world can manufacture 
things much more 
cheaply than in Western 
economies, importation can 
be a vehicle for strategy 
development based on 
this – called ‘comparative 
advantage’. This approach 
is often facilitated by the 
internet, which has truly 
shrunk the globe.

Also, as outlined above, 
a domestic-only player 
can suddenly find itself  up 
against new competitors 
that may be cheaper 
and better. Consider, for 
example, how many trades 
have been revolutionised in 
the UK by workers coming 
into the country from 
Eastern Europe. ■

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

FOR MORE INFORMATION:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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5 Create time so that you 
can be in a ‘thinking 
space’ (eg work at home, 
go to the library, etc).

6 Map the subject area 
out in a mind map and 
then mind dump on 
Post-it stickers covering 
all the points, diagrams 
and pictures you want 
to use. Use one sticker 
for each point. Then 
place your stickers where 
they fit best. Using 
stickers makes it easy to 
reorganise your subject 
matter and will lead to a 
better presentation. 

Rules 7 to 15:  
Presentation content
7 At least 10% to 20% of  

your slides should be 
high-quality photographs, 
some of  which will not 
even require a caption.

8 A picture can replace 
many words; for more 
on this, read Presentation 
Zen by Garr Reynolds 
and Slide:ology by 
Nancy Duarte. 

9 Understand what is 
considered good use of  
colour, photographs and 
the rule of  thirds.

10 For main points, do not 
use a font size of  less 
than 30 points. As Duarte 
says: ‘Look at the slide 
in the slide sorter view at 
66% size. If  you can read 
it on your computer, there 
is a good chance your 
audience can read it on 
the screen.’

11 Limit animation; the 
audience needs to be 
able to read all the points 
on a slide quickly. 

12 Use Guy Kawasaki’s 
10/20/30 rule. A 
sales-pitch PowerPoint 
presentation should have 

Accountants are often 
guilty of underselling their 
carefully thought-through 
suggestions. Far too 
often the accountant will 
short-change themselves 
by ‘under-cooking’ their 
preparation and practice 
time before giving a ‘career-
limiting’ presentation. 

Here are my rules for 
delivering bulletproof  
presentations. These were 
first published in my book, 
The Leading-Edge Manager’s 
Guide to Success.

The rules
Rule 1: Attend a 
presentation skills course
1 This is a prerequisite to 

delivering bulletproof  
presentations. The speed 
of  delivery, voice levels, 
use of  silence and getting 
the audience’s attention 
are all techniques 
that you need to be 
comfortable with. 

Rules 2 and 3: Prepare notes 
to go with the presentation
2 Always prepare notes for 

the audience so that you 
do not have to give detail 
in the slides.

3 Understand that the 
PowerPoint slide is not 
meant to be a document; 
if  you have more than 35 
words per slide, you are 
creating a report, not a 
presentation. Each point 
should be relatively cryptic 
and be understood only by 
those who have attended 
your presentation.

Rules 4 to 6:  
Presentation planning
4 Only say yes to carrying 

out a presentation if  you 
have the time, resources, 
and enthusiasm to do the 
job properly.

Power of the slide
The ability to deliver a bulletproof PowerPoint presentation is a vital skill that can help 
you on your journey to becoming a great accountant, says David Parmenter

FOR MORE INFORMATION:

www.davidparmenter.com

www.davidparmenter.com/courses

10 slides, last no more 
than 20 minutes and 
contain no font smaller 
than 30-point size.

13 Be aware of  being too 
clever with your slides. 
Creating white space is 
all very well, providing the 
labels on your diagram 
do not have to be small.

14 Never show numbers to 
a decimal place or to the 

pound if  the number is 
greater than 10,000. For 
example, it is better to 
say, ‘nearly £10m’. 

15 Never use clipart; it 
sends shivers down the 
spine of  the audience. ■

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

1 Attend a ‘train the trainers’ course.
2 Use these techniques the next time you have to 

give a short presentation, setting aside at least 
six hours over a week.

3 Send me an email and I will send you a copy of  
my chapter on selling change.

4 Read the books featured in this article.
5 Observe how the best presenters in your 

organisation deliver and replicate their techniques.

NEXT STEPS
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In May 2014, the 
International Accounting 
Standards Board (IASB) 
issued two amendments 
to standards, entitled 
Clarification of Acceptable 
Methods of Depreciation and 
Amortisation (Amendments 
to IAS 16 and IAS 38) and 
Accounting for Acquisitions 
of Interests in Joint 
Operations (Amendments 
to IFRS 11). At first 
sight, these amendments 
may not seem to be of 
significance; however, to 
some entities they will have 
a profound effect. 

A variety of  depreciation 
methods are used to allocate 
the depreciable amount of  
an asset over its useful life. 
These methods include the 
straight-line method, the 
diminishing balance method 
and the units of  production 
method. The method used 
is selected on the basis 

of  the expected pattern 
of  consumption of  the 
expected future economic 
benefits and is applied 
consistently, unless there 
is a change in the expected 
pattern of  consumption.

The IASB decided to 
amend IAS 16, Property, 
Plant and Equipment, to 
address issues that had 
arisen over the use of  a 
revenue-based method for 
depreciating an asset. This 
is a method that is based 
on revenues generated in 
an accounting period as 
a proportion of  the total 
revenues expected to be 
generated over the asset’s 
useful economic life. 

Clarification
The total revenue takes into 
account any anticipated 
changes due to price 
inflation but the IASB 
felt that inflation has no 
bearing on the way in which 
an asset is consumed. 
The amendment came 
as a result of  a request 
to clarify the meaning 
of  ‘consumption of  the 
expected future economic 
benefits embodied in the 
asset’ when deciding on 
the amortisation method 
to be used for intangible 
assets of  service concession 
arrangements. IAS 16 
requires the depreciation 
method to reflect the 

pattern in which the asset’s 
future economic benefits are 
expected to be consumed by 
the entity. 

Revenue may be a 
measurement of  the output 
generated by the asset, but 
does not represent the way 
in which an item of  PPE is 
used. Such methods reflect 
a pattern of  generation of  
economic benefits that arise 
from the operation of  the 
business of  which an asset 
is part, rather than the 
pattern of  consumption of  
an asset’s expected future 
economic benefits.

The IASB concluded that 
a method of  depreciation 
that is based on revenue » 

All change
Don’t be fooled; changes to IAS 16, IAS 38 and IFRS 11 will have  
a profound effect on some entities, explains Graham Holt

▌▌▌REVENUE MAY BE A MEASUREMENT OF THE 
OUTPUT GENERATED BY THE ASSET, BUT DOES NOT 
REPRESENT THE WAY IN WHICH AN ITEM OF PPE IS USED
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generated from an activity 
that includes the use of  an 
asset is not appropriate, but 
that the diminishing balance 
method is an accepted 
depreciation method. 
This has the capability 
of  reflecting accelerated 
consumption of  the future 
economic benefits in the 
asset. This latter conclusion 
regarding the diminishing 
balance method was a 
clarification due to concerns 
raised by Committee 
members who questioned 
whether the proposed 
amendment, given the 
influence of  a pricing factor, 
would limit the ability to 
apply a diminishing balance 
depreciation method 
to manufacturing 
equipment. 

The original 
exposure draft 
proposed that there 
might be circumstances 
in which a revenue-
based method gave the 
same result as a ‘units-of-
production’ method. This 
statement was thought to 
contradict the proposed 
amendments and so 
was dropped.

The principle in 
IAS 38, Intangible 
Assets, is that 
an amortisation 
method should 
reflect the pattern 
of  consumption of  
the expected future 
economic benefits 
and not the pattern 
of  generation of  expected 
future economic benefits. 
IAS 38 is therefore amended 
to introduce a rebuttable 
presumption that a 
revenue-based amortisation 
method for intangible 
assets is inappropriate 
for the same reasons as 
in IAS 16. However, there 
are limited circumstances 
when this presumption 
can be overturned. They 
are where the intangible 
asset is expressed as a 

measured at fair value 
and goodwill recognised. 
Additionally, transaction 
costs were not capitalised 
and deferred taxes were 
recognised on initial 
recognition of  assets 
and liabilities. The 
guidance in IFRS 3 was 
not followed where it 
was not appropriate; for 
example, in this situation 
there would not be non-
controlling interests.

B Cost approach: the 
total cost of  acquiring 
the interest in the joint 
operation was allocated 
to the individual 
identifiable assets on 
the basis of  their relative 
fair values. The premium 
paid, if  any, was allocated 
to the identifiable assets 
and not recognised as 
goodwill. Transaction 
costs were capitalised 
and deferred taxes were 
not recognised as per 

retrospective application of  
the amendments would have 
been too onerous for some 
entities.

Outstanding issues
In 2011, the IASB issued 
IFRS 11, Joint Arrangements, 
which introduced several 
changes. Principally, there 
are now only two types 
of  joint arrangements, 
which are joint ventures 

measurement of  revenue 
and where it can be 
demonstrated that revenue 
and the consumption of  the 
intangible asset is directly 
linked to the revenue 
generated from the asset. 

Both standards now 
contain an explanation that 
expected future reductions 
in selling prices might be 
indicative of  an increased 
rate of  consumption of  the 
future economic benefits of  
that asset. The amendments 
are effective for annual 
periods beginning on or 
after 1 January 
2016 with earlier 
application 
permitted. Full 

occurred. 
The 
approaches 
used in practice 
in accounting for 
a joint operation, 
which constituted 
a business, were as 
follows:
A IFRS 3, Business 

Combinations, approach: 
identifiable assets and 
liabilities were normally 

the exception in IAS 12, 
Income Taxes.

C Hybrid approach: 
preparers in this group 
applied IFRS 3 and other 
IFRSs selectively with 
the result that mainly 
identifiable assets 
and liabilities were 
measured at fair 
value and goodwill 
was recognised. 

Transaction costs 
were capitalised with 
contingent liabilities and 
deferred taxes generally 
not recognised.

and joint operations. 
Further, proportionate 
consolidation is no longer 
permitted for arrangements 
classified as joint ventures, 
as equity accounting has 
to be applied. Although 
the standard deals with 
most issues arising out 
of  the accounting for 
joint operations, there 
are certain matters that 
it does not address. A key 
issue is accounting for the 
acquisition of  an interest 
in a joint operation, which 
represents a business. 
As both IFRS 11 and its 
predecessor, IAS 31, Joint 
Ventures, did not deal with 

the issue, significant 
diversity in practice has 
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This diversity has led to 
different treatments of  
any premium paid on 
acquisition, recognition 
or non-recognition of  any 
deferred taxes arising on 
acquisition and acquisition 
costs being capitalised 
or expensed.

As a result of  the 
above diversity, the IFRS 
Interpretations Committee 
was asked to clarify whether 
the acquirer of  such 
interests in joint operations 
should apply the principles 
in IFRS 3 or whether the 
acquirer should account 
for it as a group of  assets. 
The committee referred 
the matter to the IASB, 
suggesting that the most 

appropriate approach was to 
apply the relevant principles 
for business combinations in 
IFRS 3 and other IFRSs.

Defining a business
One of  the key judgments 
is whether the activities of  
the joint operation, or the 
set of  activities and assets 
contributed to the joint 
operation on its formation, 
represent a business as 
defined by IFRS 3. IFRS 3 
defines a business as ‘an 
integrated set of  activities 
and assets that is capable 
of  being conducted and 
managed for the purpose 
of  providing a return in the 
form of  dividends, lower 
costs or other economic 
benefits directly to investors 
or other owners, members 
or participants’. 

Further guidance explains 
that a business is a series 
of  inputs and processes 
applied to those inputs that 
have the ability to create 
outputs. However, outputs 

operation and also to the 
acquisition of  an interest 
when a joint operation is 
formed. IFRS 1, First-time 
Adoption of International 
Financial Reporting Standards, 
has also been amended 
to extend the business 
combination exemptions. The 
amendments are effective for 
annual periods beginning on 
or after 1 January 2016 and 
apply prospectively.

For some companies, the 
amendment will represent 
a significant change to 
current practice and will 
present a number of  
challenges as a result of  
having to apply business 
combinations accounting, 
while others relate to the 

nature of  the proposed 
amendment itself. For 
example, joint arrangements 
are common in the 
mining and metals sector; 
therefore any changes in 
the accounting can have 
wide-ranging implications. 
Some key implications 
for those companies are 
the increased time, cost 
and effort needed to 
determine fair values for the 
identifiable assets acquired 
and liabilities assumed. 
This in turn will lead to 
changes in the profiles of  
the financial statements and 
the need for more detailed 
record keeping. ■

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

FOR MORE INFORMATION:

www.ifrs.org

are not required for the 
activities to qualify as a 
business. An output should 
have the ability to provide 
a return in the form of  
dividends, lower costs or 
other economic benefits to 
owners.

The assessment of  
whether a set of  activities 
and assets represent a 
business is still extremely 
judgmental.

As a result of  the 
IASB’s deliberations, an 
amendment to IFRS 11 
has been made. Accounting 
for Acquisitions of Interests 
in Joint Operations 
(Amendments to IFRS 11) 
requires that the acquirer 
of  an interest in a joint 

operation which constitutes 
a business, as defined 
in IFRS 3, is required to 
apply all of  the principles 
in IFRS 3 and other IFRSs 
with the exception of  those 
principles that conflict with 
the guidance in IFRS 11. 
As a result, a joint operator 
that has acquired such an 
interest has to:

* measure most identifiable 
assets and liabilities at 
fair value

* expense acquisition-
related costs (other 
than debt or equity 
issuance costs)

* recognise deferred taxes

* recognise any goodwill or 
bargain purchase gain

* perform impairment tests 
for the cash-generating 
units to which goodwill 
has been allocated

* disclose information 
required relevant for 
business combinations.

The amendments apply 
to the acquisition of  an 
interest in an existing joint 

▌▌▌FOR SOME, THE AMENDMENT WILL REPRESENT 
A SIGNIFICANT CHANGE TO CURRENT PRACTICE AND 
WILL PRESENT A NUMBER OF CHALLENGES
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2 IASB AMENDMENTS
The IASB amendments 
to the IFRS 11 joint 
arrangements add 
new guidance on how 
to account for the 
acquisition of  an interest 
in a joint operation that 
constitutes a business. 
The amendments 
specify the appropriate 
accounting treatment for 
such acquisitions.

3 CREDIT UNION 
CONFIRMATION
The Central Bank of  
Ireland has published a 
paper on the findings of  its 
assessment of  governance 
and risk management 
standards and practices 
across the credit union 
sector. The report confirms 
that volunteers who run 
the credit unions do not 
enforce the necessary 
corporate governance, 
which is expected of  the 
commercial banking sector. 
The credit union movement 
in Ireland is a community-
run establishment governed 
by volunteers.

Although the sector has 
not experienced as many 
failures as the rest of  
the retail banking sector, 

1 UK SAR AUDIT 
CHANGES 
The UK Solicitors Regulation 
Authority (SRA) has 
published a consultation 
entitled Approach to 
Regulation and its Reform.  
Of  interest to accountants 
is the proposal to abolish 
the requirement for solicitor 
accounts regulations (SAR) 
client money audits. The Law 
Society in Ireland appears 
to be going in the opposite 
direction with suggestions 
that the scope of  an Irish 
SAR audit be increased to 
include comment on going 
concern as well as the 
accounting for client money.  

The UK proposals are 
to remove the mandatory 
requirement that firms 
must submit an annual 
accountant’s report to the 
SRA and to require instead 
an internal firm declaration 
that they are satisfied that 
the firm is managing client 
accounts in accordance with 
the SRA account rules. The 
SRA notes that the cost of  
engaging an accountant to 
perform a client money audit 
and the cost to the SRA of  
administering and processing 
the scheme is such it can ‘no 
longer can be justified’.

Technically speaking
Aidan Clifford outlines changes which accountants need to be aware of, including SAR 
audit changes in the UK, Irish SME government support tools and mortgage forbearance 
scheme opportunities 

IN THIS ARTICLE
1 Solicitor accounts regulations Changes proposed 

in the UK
2 IASB publishes amendments IFRS 11 joint 

arrangements
3 Credit unions are not banks The Central Bank 

publishes paper
4 Mortgage forbearance scheme Independent advice
5 SME government support New information tool
6 Solas grants Procedure clarified

its main ‘Achilles’ heel’ is 
poor corporate governance. 
The report noted instances 
where the directors were 
not discharging their duties 
and in a small minority of  
cases ‘an unwillingness 
to comply with legal and 
regulatory requirements 

and associated absence 
of  appropriate risk 
management systems 
and compliance 
programmes’ 
was noted. 

Higher 
standards 
of  corporate 
governance will 
be a necessary 
requisite for the 
future of  Irish 
credit unions. 

The report noted 
some excellent 

instances of  
corporate governance 

in some credit unions, 
which would serve as 
examples to others. The 
current consolidation in 
the sector also means that 
finding directors willing 
to act should be easier. 
Also, the formalisation 
of  the required corporate 
governance in credit unions 
means that a directorship 
should now be an attractive 
option for some finance 
professionals as a training 
opportunity for the 
commercial sector.  

The full central 
Bank report is at www.
centralbank.ie 

4 MORTGAGE 
FORBEARANCE SCHEME
Three hundred ACCA 
practising members have 
signed up to provide 
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customer advice under 
the advanced mortgage 
forbearance scheme. 
This scheme provides 
independent advice to be 
given to borrowers in default 
who have been offered a 
long-term forbearance 
scheme by their bank. The 
bank will pay the accountant 
a fixed fee of  €250, directly 
for the advice. The scheme 
has had a lower than 
expected uptake, partially 
because some banks are 
already giving the necessary 
information to borrowers 
and independent advice may 
not be needed; and partially 
because some banks have 
not fully explained the 
availability of  the scheme to 
their borrowers.  

There has been some 
trial and error with the 
new scheme including one 
professional body operating 
an ‘opt-out’ option – ie 
you were automatically 
enrolled in the scheme 

unless you opted out. This 
led to a large number of  
accountants who were 
unintentionally listed. ACCA 
operates an ‘opt-in’ option. 
Eligible accountants would 
need to have a practising 
certificate (general or 

audit). The list is currently 
under review. 

For further information 
please contact aidan.
clifford@accaglobal.com 

5 SME GOVERNMENT 
SUPPORTS
There are over 80 different 
government supports for 
Irish start-ups and small 
businesses and a new online 
guide on how to access 
the supports is at https://

www.localenterprise.
ie/smeonlinetool/
businessdetails.aspx The 
guide uses an eight-question 
data screen to narrow down 
the schemes applicable to 
an individual business. Given 
the number of  different 

grant schemes available, it 
is unlikely that every small 
practice is familiar with 
every scheme. This tool will 
serve as an aid for small 
practices assisting clients 
as well as being of  direct 
assistance to SMEs and 
start-up businesses.      

6 SOLAS GRANT CLAIMS
Solas has agreed to remove 
the ‘auditor’s stamp’ from 
the grant claim statement 

and has replaced this 
requirement with an 
accountant’s report similar 
to the grant claim forms 
used by other government 
agencies. The grant claim 
form is in the technical 
library on the ACCA website. 

An ‘audit stamp’ is an 
issue when the client is 
audit exempt. It is also an 
issue because the work 
performed on a Solas 
grant claim is not analogous 
to an audit and stamping 
the form as ‘auditor’ may 
infer that it is. ■

Aidan Clifford is advisory 
services manager at ACCA 
Ireland. Email aidan.
clifford@accaglobal.com

▌▌▌CREDIT UNIONS DO NOT ENFORCE THE 
NECESSARY CORPORATE GOVERNANCE, WHICH IS 
EXPECTED OF THE COMMERCIAL BANKING SECTOR
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▌▌▌A CHANGE TO THE EU CAP ARRANGEMENTS WILL 
RESULT IN FARMERS WHO LET OUT 100% OF THEIR 
FARMLAND LOSING CERTAIN ENTITLEMENTS

1 Consultation on ‘BEPS in an Irish context’
2	 Updated Revenue opinion/confirmation guidelines
3 CGT exemption for new EU CAP payments
4	 iXBRL phase 2 deadline fast approaching
5	 UK challenge to FTT defeated
6 EC Expert Group on Digital Economy report

IN THIS ARTICLE

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

1	CONSULTATION	ON	
‘BEPS	IN	AN	IRISH	
CONTEXT’	
The Department of  
Finance has launched a 
consultation on the impact 
of  the Organisation for 
Economic Cooperation and 
Development’s (OECD) 
base erosion and profit 
shifting (BEPS) project on 
Ireland. The aim of  the 
consultation is to consider 
options for Ireland’s tax 
system in responding to 
the changing international 
tax environment. The 

respondents would like to 
see tax policy in this area 
develop. 

2	UPDATED	OPINION/
CONFIRMATION	
GUIDELINES	
Revenue has published a 
tax briefing (No 4 of  2014) 
providing guidelines on the 
procedures for obtaining 
opinions/confirmations on 
the tax consequences of  a 
proposed course of  action 
from Revenue’s Large Cases 
Division. These guidelines 
update the previous ones, 
set out in tax briefing 48 
of  2002. 

Under the new 
guidelines, any opinions or 
confirmations will typically 
remain valid for only seven 
years. After this period, a 
taxpayer who wishes for 
the opinion/confirmation 
to continue in force must 
reapply. The new guidelines 

consultation period ends on 
22 July. 

The consultation paper 
asks for comments on six 
key questions:

* Which of  the 
international tax issues 
identified in the BEPS 
Action Plan would need 
to be considered the 
highest priorities for 
Ireland for examination 
with a view to action? 

* Are there other current 
international tax 
proposals that would be 
of  concern to Ireland? 

* What’s the best way for 
Ireland to ensure that its 
taxation provisions, for 
example in relation to 
intangible assets, remain 
competitive? 

* Are Ireland’s company 
residence rules 
appropriate in the 
context of  BEPS and 
other international tax 
developments?

* What are the critical 
considerations in shaping 
Ireland’s response to 
current international tax 
developments – in general 
or on particular issues? 

* Are there any other 
priority areas or future 
challenges that should be 
considered as part of  this 
process? 

The paper also asks for 
comments on any relevant 
issues not covered in 
the paper and on the 
general direction in which 
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apply to requests for 
opinions/confirmation 
received by Large Cases 
Division after 9 May 2014. 

The guidelines, which 
are available on Revenue’s 
website, will be strictly 
applied. It is important 
to review this tax briefing 
carefully if  seeking opinions 
or confirmations from 
Revenue’s Large Cases 
Division.

3 CGT EXEMPTION FOR 
NEW EU CAP PAYMENT 
ARRANGEMENTS
The minister for finance 
Michael Noonan has 
announced that he will 
introduce a capital gains tax 
(CGT) exemption for farmers 
who dispose of  entitlements 
as a result of  changes being 
introduced under the new 

EU common agriculture 
policy (CAP). A change to 
the EU CAP arrangements 
will result in farmers who let 
out 100% of  their farmland 
losing certain entitlements. 

These farmers have been 
advised by the Department 
of  Agriculture, Food and 
the Marine to transfer their 
entitlements to an ‘active’ 
farmer. Legislation will be 

introduced in Finance Bill 
2014 to ensure that CGT is 
not charged on the transfer 
of  entitlements in these 
circumstances. It was also 
announced that CGT will 
not have to be paid even 
where the entitlements are 
sold prior to this change in 
legislation being introduced.

4 IXBRL PHASE 2 
DEADLINE FAST 
APPROACHING
From 1 October 2014, 
the requirement to file 
accounts in iXBRL will be 
extended to more corporate 
taxpayers. From this date, 
all companies which don’t 
meet the ‘audit exemption’ 
criteria will be required 
to file accounts in iXBRL 
format for tax returns in 
respect of  accounting 

periods ending on or after 
31 December 2013. To 
qualify for exemption from 
this requirement, a company 
must meet all three of  the 
following criteria:

* The balance sheet value 
of  the company does not 
exceed €4.4m.

* The amount of  the 
turnover of  the company 
does not exceed €8.8m.

* The average number of  
persons it employs does 
not exceed 50.

It is currently intended that 
the requirement to file iXBRL 
accounts will be extended 
to all remaining corporation 
taxpayers in 2015. It is 
important that businesses 
which will be impacted by 
the changes ensure they are 
prepared in time. 

5 UK CHALLENGE TO 
FTT DEFEATED
The European Court of  
Justice (ECJ) has rejected a 
challenge to the proposed 
financial transaction tax 
(FTT). The FTT is being 
introduced by 11 EU 
member states under a 
mechanism called the 
‘enhanced co-operation 
procedure’. The UK 

challenged the decision of  
the EU Council to authorise 
the use of  this procedure. 
The challenge argued that 
the FTT would negatively 
impact member states, 
like Ireland and the UK, 
which did not agree to its 
introduction. 

The ECJ dismissed the 
challenge on the basis that 
it was premature as the final 

FTT legislation has not yet 
been adopted. The UK must 
wait until the final legislation 
is in place before it can 
challenge it on this ground. 

The minister for finance 
has repeatedly stated that 
Ireland will not introduce 
the FTT but will also not 
join any challenge to the 
legality of  the tax being 
implemented in other EU 
member states. 

6 EC’S EXPERT GROUP 
ON DIGITAL ECONOMY
The European Commission’s 
high-level Expert Group on 
Digital Economy published 
their final report recently. 
The independent group 
examined key issues on 
taxing the digital economy in 
the EU and presented their 
ideas on the best approach 
to the tax challenges and 
opportunities arising. 

The report recognised 
that a separate tax regime 
for the digital economy is 
not desirable and outlined 
some potential tax reforms 
for the Commission to 
consider. The report also 
recommended that EU 
member states adopt a 
common position in respect 
of  the OECD’s ongoing 
project to tackle BEPS. ■

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

▌▌▌THE MINISTER FOR FINANCE HAS REPEATEDLY 
STATED THAT IRELAND WILL NOT INTRODUCE THE FTT
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CORPORATION TAX
21 July 
Return and final payment for 
accounting periods ended 
31 October 2013 (ROS 
extension to 23 July 2014).

CORPORATION TAX
21 July 
Preliminary tax for 
accounting periods ending 
31 August 2014 (ROS 
extension to 23 July 2014).

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

FORM 46G – RETURN 
OF THIRD PARTY 
INFORMATION
31 July
Form 46G for accounting 
periods ended 31  
October 2013.

GENERAL

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

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

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

GENERAL

MANDATORY 
REPORTING
6 July
Where applicable, quarterly 
return of  client lists for 
period to 30 June 2014.

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

PAYE
14 July
P30 quarterly return 
and payment for quarter 
ended 30 June 2014 (ROS 
extension to 23 July 2014). 

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

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

VAT
19 July
Half-yearly VAT3 return 
and payment for the period 
January/June 2014 (ROS 
extension to 23 July 2014).

COMPANIES

DIVIDEND WITHOLDING 
TAX
14 July
Return and payment of  
DWT for distributions in 
June 2014.

CAPITAL ACQUISITIONS 
TAX
31 August
Return and payment of  
Capital Acquisitions Tax 
(CAT) in respect of  gifts and 
inheritances taken in the 
12-month period ended  
31 August 2014 (ROS 
extension to 13  
November 2014). 

COMPANIES

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

CORPORATION TAX
21 August
Return and final payment  
for accounting periods 
ended 30 November  
(ROS extension to 23  
August 2014).

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

CORPORATION TAX
21 August
First instalment of  
preliminary tax for ‘large’ 
companies for accounting 
periods ending 28 February 
2015 (ROS extension to 23 
August 2014).

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

MISCELLANEOUS 

NON-PRINCIPAL PRIVATE 
RESIDENCE CHARGE
14 August
Return and payment of   
DWT for distributions in  
July 2014. ■

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. 

Tax diary
Important tax dates and deadlines for financial professionals working  
in Ireland, supplied by the Irish Tax Institute

56 TECHNICAL | TAX DIARY

ACCOUNTING AND BUSINESS



There are a number of  key 
areas where the conclusion 
reached under IAS 27/SIC 
27 could differ from that 
reached under IFRS 10. 
These areas include power 
without majority of  voting 
rights (ie de facto control) 
potential voting rights and 
agency relationships.

Power without majority 
of  voting rights 
Unlike IAS 27, an investor, 
under IFRS 10, with less 
than a majority of  the voting 
rights, may have rights 
that are sufficient to give 
it power when the investor 
has the practical ability to 
direct the relevant activities 
of  the investee company. 
When assessing whether an 
investor’s voting rights are 
sufficient to give it power, 
an investor considers all 
facts and circumstances, 
including the size of  its 
holding of  voting rights 
relative to the size and 
dispersion of  other vote 
holders, rights arising 
from other contractual 
arrangements and potential 
voting rights held by the 
investors and others. 

In general, the lower 
the proportion of  voting 
rights held below 50% and 
the fewer the other vote 
holders, the higher the 
level of  evidence required 
to support the assumption 
that the investor has power, 
but it is a much broader 
question than under 
previous standards. 

Potential voting rights
Potential voting rights are the 
rights to obtain voting rights 
of  an investee, such as those 
arising from convertible 

IAS 27 [2008] and SIC 
12 accounting standards 
included ‘risks and rewards’ 
for special purpose entities 
and the ‘power to govern 
the financial and operating 
policies’ for other entities. 
IFRS 10: Consolidated 
Financial Statements, 
however, introduces a single 
consolidation model based 
on ‘control’, regardless of 
the nature of the investee.

The IFRS 10 control 
model sets out the following 
three elements of  control:

* power over the investee;

* exposure, or rights, to 
variable returns from 
its involvement with the 
investee; and 

* the ability to use its 
power over the investee to 
affect the amount of  the 
investor’s returns.

instruments or options, 
including forward contracts. 
Unlike IAS 27, IFRS 10 
requires that potential voting 
rights should be considered 
in the assessment of  control 
if  they are substantive. For 
a right to be substantive, 
the holder must have the 
practical ability to exercise 
that right.

When considering 
potential voting rights, an 
investor shall consider the 
purpose and design of  
the instrument, as well as 
the purpose and design 
of  any other involvement 
the investor has with the 
investee. This includes an 
assessment of  the various 
terms and conditions of  
the instrument as well as 
the investor’s apparent 
expectations, motives and 
reasons for agreeing those 
terms and conditions.

Agency relationships
An agency relationship 
is one of  the new and 
fundamental concepts 
introduced by IFRS 10 
which requires that, in 
order for an investor with 
decision-making rights to 
have control, it must act 
as a principal rather than 
an agent. Agent guidance 
under IFRS 10 is complex 
and nuanced. An investor 
may delegate its decision-
making authority to an 
agent on some specific 
issues or on all relevant 
activities. When assessing 
whether it controls an 
investee, the investor shall 
treat the decision-making 
rights delegated to its agent 
as held by the investor 
directly. In situations 
where there is more than 

one principal, each of  the 
principals shall assess 
whether they have power 
over the investee.

A decision maker 
shall consider the overall 
relationship between 
itself, the investee being 
managed and other parties 
involved with the investee, 
in particular all the factors 
below, in determining 
whether or not it is an agent: 

* the scope of  its decision-
making authority over the 
investee

* rights held by other 
parties

* remuneration to which it 
is entitled in accordance 
with the remuneration 
agreement(s) and

* the decision maker’s 
exposure to variability 
of  returns from other 
interests that it holds in 
the investee.

Conclusion
The new control model 
is certainly more robust 
than the previous model. 
However, uncertainty 
remains – whether 
you consolidate or not 
requires a high degree of  
judgment. Entities need to 
be vigilant in identifying 
whether one or more of  
the three elements of  
control exists and whether 
consolidation is required. 
The consolidation conclusion 
for an investee could change. 
IFRS 10 is mandatory 
for accounting periods 
beginning on or after 1 
January 2014 as part of  its 
package of  five standards. ■

Goind Ram Khatri FCCA 
is senior manager at 
Deloitte, Dublin

New ‘control’ accounting standard
Unlike previous accounting standards (IAS 27 [2008] and SIC 12), which established two 
different models, IFRS 10 introduces a single consolidation model, writes Goind Ram Khatri
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* the manner in which the 
services are provided 
means that the worker 
is not, subject to (or to 
a right of) supervision, 
direction or control 
by any person or the 
monies the worker 
receives for providing 
their services is already 
treated as employment 
income for income tax/
NIC purposes.

You can see more in the 
June issue of  Accounting 
and Business and also at 
www.accaglobal.com/
advisory

PAYE PENALTIES
In September HMRC will 
send a penalty notice to 
any employers who by 
that time have not filed 
their outstanding 2013 
to 2014 PAYE returns. 
They have stated that they 
will not issue any other 
interim ‘penalty notices for 
outstanding 2013 to 2014 
returns which would have 
been issued in January 
2015 and May 2015’, 
but they will finalise any 
penalty due upon receipt 
of  the late filed return.

APPEAL PROVISIONS
SI 2014 no 1264: The 
Revenue and Customs 
(Amendment of  Appeals 
Provisions for Out of  Time 
Reviews) Order 2014 
amends the legislation 
‘so that where the 
commissioners decide not 
to undertake a review out 
of  time, an appeal may 
only be brought against 
the relevant decision if  the 
tribunal gives permission to 
do so’. http://tinyurl.com/
hmrc-oot ■

AGENCY WORKERS
HMRC has issued guidance 
on the status of  workers 
supplied via intermediaries 
called Agency workers: 
changes to treatment of 
workers supplied through UK 
based agencies, employment 
businesses or other 
intermediaries.

The guidance should be 
considered by 

* those involved directly 
or indirectly in the 
provision of  workers to 
end clients 

* end-user businesses 
provided with workers 
through agencies or 
intermediaries 

* temporary or other 
workers supplied through 
agencies, employment 
businesses or other 
intermediaries. 

HMRC states that the new 
rules, which applied from 6 
April 2014, ‘affect workers 
who have previously been 
provided to end clients 
through an agency, to 
work on a self-employed 
basis. The changes 
apply where: 

* a worker personally 
provides their services; 
this prevents the use of  
a standard substitution 
clause to avoid the 
agency legislation

* there is a contract 
between an end client (or 
someone connected with 
them) and any third party 
(ie the agency), and 

* as a result of  that 
contract the services 
of  the worker are 
provided, or the client 
pays for the services to 
be provided. 

The changes to the agency 
legislation do not apply if  

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

TRAVEL COSTS
The Samadian case outlines the key considerations 
when considering what relief is available for travel 
and when travel to work is not travel to work. The 
tribunal provided guidance to support its decision 
and to provide advice going forward, which takes the 
form of four main points: 

* travel expenses for journeys between places of  
business for purely business purposes are treated 
as deductible

* travel expenses for journeys between a location 
which is not a place of  business and a location 
which is a place of  business are not deductible

* travel expenses for journeys between home (even 
where the home is used as a place of  business) and 
places of  business are treated as non-deductible 
(other than in very exceptional circumstances, 
such as if  Dr Samadian were at a private hospital 
preparing to see a patient, realised that he had 
left notes on the patient in his office at home and 
made a special trip to collect them, immediately 
returning to the hospital to see the patient)

* travel expenses are treated as deductible in relation 
to itinerant work (such as Dr Samadian’s home 
visits to patients).

Judgment will need to be made on a journey-by-
journey basis. This means that it is vital to keep robust 
records of  all business journeys undertaken. You can 
find out more, including a summary of  the case and 
the latest views, at www.accaglobal.com/advisory
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Still unsure?  
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the controller of  the FAF, 
managing the organisation’s 
own financial statements 
and budget. ‘It was rather 
like being a doctor to 
doctors,’ she says.

Following this, she was 
the executive director of  
the Advisory Groups for the 
FASB with responsibility for 
communicating between the 
board and its constituent 
organisations. In 2008, 
Polley was appointed as 
interim president of  the 

FAF, while the organisation 
searched for a permanent 
boss. After what she 
describes as a ‘nine-month 
job interview’ she was asked 
to take over permanently. 

Global direction
The responsibility is not 
for the faint-hearted, she 
admits. ‘What concerns 
me most is where we are 
heading globally. We are 
working hard to ensure that 
we have globally comparable 
information, but that we 
do this in a way that does 
not dilute the high-quality 
structure we have in the US.’ 

On the day before 
Polley’s interview, the FASB 
announced a rare triumph 
of  global co-ordination – 
publishing new rules for 
revenue recognition along 
with the London-based 
International Accounting 
Standards Board (IASB), 
whose International 
Financial Reporting 

Teresa Polley heads up an 
organisation that describes 
itself as the most important 
financial oversight body 
that most Americans don’t 
know about. The Financial 
Accounting Foundation (FAF) 
oversees the organisations 
that set reporting rules 
for both the private 
sector and America’s 
multitude of state and 
local governments. 

It is a mission she feels 
passionately about. ‘We 
believe that good financial 
reporting creates a virtuous 
cycle,’ she says. ‘It enables 
investors to make the best 
decisions and allocate 
capital in ways that fuel 
growth. The result is a 
strong and stable economy.’ 

Yet Polley never planned 
on a career in public service. 
She started off  in the now 
defunct accountancy firm 
Arthur Andersen, which was 
broken up in 2002 following 
its handling of  the auditing 
of  Enron. ‘It was a great 
place to start as an entry-
level accountant,’ she says. 
‘It still tugs at my heart to 
think it no longer exists.’ 

Polley joined the Financial 
Accounting Standards Board 
(FASB) – the rule setter for 
company reporting – in 1987 
only after a private-sector 
employer delayed too long 
in making her a job offer. ‘I 
assumed this would last only 
a few years before I returned 
to the private sector. That 
was 26 years ago.’

The variety of  careers at 
the FAF and the FASB partly 
explains her decision to stay 
so long. ‘There was always 
something stimulating 
to do,’ she says. During 
the 1990s, Polley was 

Standards (IFRS) are used 
by more than 100 countries. 
‘This was a real milestone,’ 
she says. ‘Revenue is a 
very important part of  the 
financial statement of  any 
entity.’ The new rules, to 
be introduced in 2017, 
will make it far easier to 
compare the accounts of  
American and European 
companies – and help 
promote international 
mergers and acquisitions, 
according to some experts. 

Still, the fact that the 
accord took more than a 
decade to hammer out 
illustrates the difficulties 
of  convergence. ‘When 
we started on the path 
towards unified standards, 
I think that everyone 
underestimated the 
challenges. The difficulty has 
been fitting the same set of  
standards to very different 
cultures and markets.’ One 
of  the basic divides, she 
says, is that the US is more 
focused on equity markets, 
while European regulators 
are often more attuned to 
the interests of  creditors, 
primarily bank lenders. 
‘That is a very different 
relationship and the users 
of  financial information have 
different needs.’

One basic cultural 
difference, she says, is the 
litigious nature of  American 
investors. ‘If  there is any 
sense that a company has 
violated an accounting rule, 

US investors are more likely 
to sue,’ she says. ‘That 
creates a demand from 
companies for a more rule-
based system that provides 
very detailed guidance. 
Companies want to be sure 
they are within the bounds 
of  the standard.’

Meanwhile the auditors 
are subject to second-
guessing by the Public 
Company Accounting 
Oversight Board. With less 
concern about legal action, 

European companies are 
more comfortable with a 
principles-based system that 
gives more leeway.

There have also been 
specific sticking points, 
including the debate over 
the impairment of  bad 
loans. ‘The standard under 
discussion potentially would 
result in an increase in bank 
reserves in Europe but a 
decrease in the US,’ she 
explains. ‘In the wake of  
the 2008 financial crisis, 
everyone agreed that this 
did not make sense.’ 

European and US 
standard-setters have 
also so far failed to agree 
on a common approach 
to accounting for leases. 
‘On this issue there is a 
conceptual agreement 
between the FASB and the 
IASB,’ Polley says. ‘But the 
practicalities have been 
stubbornly hard to resolve.’

While most media 
attention falls on the » 

Reaching out
Building closer links with standard-setters around the world, not just the IASB, is on the 
agenda for Teresa Polley, president and CEO of the US Financial Accounting Foundation 

▌▌▌‘WHEN WE STARTED ON UNIFIED STANDARDS, I 
THINK EVERYONE UNDERESTIMATED THE CHALLENGES 
OF FITTING VERY DIFFERENT CULTURES AND MARKETS’
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‘The FASB and the GASB 
always meet in public to 
ensure we get as much 
feedback as possible,’ 
says Polley. Reaching out 
is not always easy. ‘In the 
investment community 
we have to communicate 
with the buy-side and 
sell-side, along with stock 
and debt analysts,’ she 
says. ‘These groups are far 
less homogenous than the 
preparers and each uses 
information differently.’ 

Polley says that it is 

FASB,  the role of  the 
Governmental Accounting 
Standards Board (GASB) 
is no less crucial, Polley 
argues. ‘This body not only 
sets the reporting rules 
for America’s 50 states, 
but also for every town 
and village for more than 
85,000 municipal entities,’ 
she says. That’s not only 
relevant for investors in 
the $1.6 trillion municipal 
bond market. ‘This is also 
information for citizens and 
taxpayers that enables them 
to monitor how their money 
is being spent and can help 
determine who they vote for.’

This remit too is replete 
with thorny issues. Among 
the most pressing has 
been how states and cities 
account for the retirement 
and health benefits of  their 
former workers. As recently 
as 2012, the GASB brought 
in rules to compel such 
entities to include pension 
obligations on their balance 
sheets. This, Polley says, 
will give a more accurate 
impression of  the fiscal 
health of  states and cities.

Next on the agenda 
is accounting for post-
retirement healthcare 
spending. ‘The situation 
here can be even worse 
than for pensions,’ Polley 
laments. ‘The private sector 
has been accounting for this 
for years and it appears to 
have caused companies to 
manage these costs better.’ 
Voters need to know if  state 
and local governments are 
assuming financial burdens 
that will come back to 
haunt taxpayers in years or 
decades to come. In a recent 
survey of  61 cities the Pew 
Research Center found a 
$217bn shortfall between 
pension benefits and the 
funding to pay for them.

With such a diverse 
range of  users of  financial 
information, the FAF is 
constantly aware of  the 
need for openness. 

important that investors 
are represented within the 
standard-setting bodies. 
Among the FASB’s advisory 
groups is one solely 
composed of  investors, 
she points out. In addition, 
several of  the FASB board 
members are drawn from 
the investor community. 

The FAF also keeps a 
close eye on integrated 

reporting, including 
measures of  ecological 
sustainability. ‘We believe 
all kinds of  information are 
important,’ Polley says. ‘That 
said, it is still unclear where 
integrated reporting will 
lead. It is important for us to 
stay on issue and retain our 
focus on the financial aspect 
of  reporting.’

Multilateral future
Even after five years in the 
job, Polley is still looking 
years ahead. ‘One of  our 
tasks will be to ensure we 
forge closer links with other 
standard-setters around the 
world, not just the IASB,’ 
she says. ‘The world is tired 
of  this being just a bilateral 
discussion.’ The FAF has 
pushed for discussions 
with standard-setting bodies 
in such nations as Japan 
and Germany. ‘We need a 
broader dialogue,’ she adds.

Polley also believes that 
technology will continue to 
change the profession. ‘We 
see an acceleration in the 
speed at which financial 
information is collected and 
delivered,’ she says. ‘That 
will affect any organisation 
that reports financial data.’ 

Over the coming years, 
Polley believes the world 
will make more progress 
towards common accounting 
standards. ‘It is our goal to 
move towards convergence 
without sacrificing quality,’ 
she says. ‘This is certainly 
not an easy task, but I 
believe that in five years 
we will be closer to that 
goal and it will be easier to 
compare accounts around 
the world.’ The agreement 
on revenue recognition is the 
most powerful sign to date 
that this vision is realistic. ■

Christopher Alkan, journalist 
based in New York 

THE FAF

* Formed in 1972, the Financial 
Accounting Foundation has a mission 
to act as an apolitical, independent 
organisation focused on establishing 
and improving financial accounting 
standards and thus enhancing the 
information found in financial reports.

*	Today, the FAF oversees the work of 
the bodies tasked with setting private-
sector and public-sector accounting 
standards: the Financial Accounting 
Standards Board and the Governmental 
Accounting Standards Board.BA
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FOR MORE INFORMATION:

www.accountingfoundation.org

62 PEOPLE | INTERVIEW

ACCOUNTING AND BUSINESS

www.accountingfoundation.org


www.accacareers.com


www.accacareers.com
www.swat.co.uk/unlimited


In May and June ACCA 
Ireland ran a number of 
networking evenings at 
Galway-Mayo Institute of 
Technology (GMIT), Cork 
Institute of Technology (CIT) 
and Waterford Institute of 
Technology (WIT).

Alex Saul, head of  
commercial and marketing, 
Connacht Rugby, was the 
guest speaker at GMIT. He 
was appointed in that role 
in 2011, shortly after the 
Professional Games Board 
was appointed to oversee 
the development of  the 
professional game in the 
west of  Ireland. He has key 
responsibility for revenue 
generation and over the past 
two years has raised the 
commercial sponsorship for 
Connacht Rugby from €500k 
to over €2m.  

In Cork the guest speaker 
was John Higgins FCCA, 
managing partner and head 
of  transaction advisory, EY 
Cork. Higgins has worked 
at EY for over 20 years, 
10 of  which were spent in 
the Energy Services Group 
in EY’s London office. The 
event took place at the CIT 
Cork School of  Music.

The ACCA series of  
networking events finished 
with a Business Leaders’ 
Forum evening held at WIT. 
Jim Power, economic adviser 
to the Friends First Group, 
was the guest speaker. A 
Waterford native, Power has 
previously been treasury 
economist at AIB Group and 
chief  economist at Bank of  
Ireland Treasury. ■

► WIT BUSINESS LEADERS’ FORUM
From  left: Viki Lacey, Business Leaders’ Forum/
ACCA Waterford panel; Jim Power, economist; 
and Anne Keogh, president of ACCA Ireland 

► GMIT EVENT
From left: Aengus 
Burns, chairman, 
ACCA Connaught; 
Carmel Brennan, 
head of the 
Department of 
Accounting and 
Information Systems, 
GMIT; and Alex Saul, 
head of commercial 
and marketing, 
Connacht Rugby

◄ CIT NETWORK
From left: John Higgins, 
managing partner EY Cork, 
Anne Keogh, president of 
ACCA Ireland; Liz Hughes, 
head of ACCA Ireland; Don 
Crowley, head of organisation 
and professional development, 
CIT School of Business; and 
Caroline O’Reilly, head of the 
Department of Accounting and 
Information Systems, CIT

ACCA member events
Influential regional guest speakers presented at key ACCA member events, which took 
place in the institutes of technology around Ireland
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EUROPE URGED TO TACKLE UNEMPLOYMENT
ACCA has called on the newly elected EU Parliament, which has a five-year term, to 
resolve the outstanding issues in the bloc arising from the global financial crisis. 

Ewan Willars, director of  policy at ACCA, said: ‘We hope that this parliament is 
determined to address the urgent crisis-related issues, especially those concerning 
unemployment and job creation. It is also crucial to further complete the economic 
and monetary union and to continue working towards the promotion of  economic 
growth and competitiveness.’

▼ CAPITAL DEPLETION
Cotton farming can lead to soil 
erosion and water pollution

Disclosure is resource key

Robust reporting is needed 
from businesses on their 
management and use of 
key commodities, including 
commitments to reduce the 
impact on natural capital, 
according to a report 
by ACCA, Fauna & Flora 
International and KPMG.

The report, Business and 
investors: providers and users 
of natural capital disclosure, 
reviews disclosures from 
intensive corporate users of  
five key commodities with 
a high impact on natural 
capital: beef, cotton, palm 
oil, soya and sugar. 

The use of  these 
commodities is a critical 
sustainability challenge and 
the report discusses the 
disclosure approaches taken. 
Standard practices include 
supplier certification, 
supplier audits, membership 
of  industry-wide 
sustainability initiatives, and 
monitoring and traceability.

The report demonstrates 
a clear link between an 
organisation’s strategy for 
managing its use of  these 
commodities and how far 
it impacts on the natural 
world. The unsustainable 
use of  natural capital 
can create or exacerbate 
corporate risk and is 
increasingly important 
to investors.

Outside a small leading 
group, most companies 
do not report their natural 
capital impacts and 
dependencies. This leaves 
investors struggling to 
assess natural capital risks 
and opportunities. 

Rachel Jackson, ACCA’s 
head of  sustainability, 
said: ‘Businesses are 
beginning to measure their 
impacts on natural capital, 
and accountants need to 
understand the pivotal 
role they should have in 
accounting and reporting for 
it accordingly.’

The report is at www.
accaglobal.com/ab89

Meanwhile, a new ACCA 
policy paper called 
Sustainability Matters has 
made clear that the global 
accountancy profession has 
an important role to play 
in making organisations 
more responsible and 
accountable in the pursuit 
of  sustainable development. 

The paper covers ACCA 
thinking on sustainability 
and integrated reporting, 
the assurance of  non-
financial reporting and 
disclosure, climate change, 
natural capital, and the 
green economy. 

See ‘Sustainability 
matters’, page 22, for more.

Clear link found between corporate strategy for managing the 
business’s natural capital usage and its sustainability impact 
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ABOUT 
ACCA
ACCA is the global 
body for professional 
accountants. 
We aim to offer 
business-relevant, 
first-choice 
qualifications 
to people of  
application, ability 
and ambition around 
the world who seek a 
rewarding career in 
accountancy, finance 
and management. 
We support our 
162,000 members 
and 428,000 
students throughout 
their careers, 
providing services 
through a network 
of  91 offices and 
active centres. 
www.accaglobal.com 

24/7
ACCA is the only 
professional accountancy 
body offering round-the-
clock access to advisers. 
For more, see www.
accaglobal.com/ab90
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