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Lighting the brand

Accounting and Business went 
to press just as the exciting 
news broke about ACCA’s 
move to new premises 
in London. HQ has been 

29 Lincoln’s Inn Fields since the 1970s and has become 
synonymous with ACCA, so it holds strong sentimental value. 
But pressure on offi ce space and a need to consolidate 
resources has led us to the impressive Adelphi building near 
Westminster, which, as ACCA president Anthony Harbinson 
says on page 24, conveys ‘a mix of heritage and modernity 
that defi nes the brand’.

What a brand means to a company and its customers, and 
how that value can be expressed in fi nancial as well as emotional 
terms, is explored in one of our features this month. See page 32 
for an overview.

As that article makes clear, entities going through change 
need to bring everyone on board. This theme arises again 
in a feature that unpicks the difference between the rhetoric 
and reality when it comes to thinking about decentralising key 
government services (see page 19). 

Anthony Harbinson also makes this point, in an interview 
in which he discusses the challenges he’s tackled during a 
career spent in public service: that accountants themselves 
are sometimes in need of a rebrand. He stresses that the old 
image of ‘bean counters’ has been replaced with a new focus on 
accountants as fi nancial strategic partners. 

See page 12 for more of his views on the vital difference that 
ACCA is making for organisations and individuals around the 
world. 

Many businesses in Ireland may feel that the Celtic tiger 
brand has lost some of its appeal. But  the economy has begun 
to bounce back, and the list of multinationals continuing to 
invest and make their headquarters here is growing steadily. That 
competition is healthy – while Google heads a recent assessment 
of the most trusted brands in Ireland, there are plenty of home-
grown companies featuring in the top 20.

This is my fi rst issue as editor of the Irish edition of AB, and 
I’m looking forward to reporting on the business challenges and 
opportunities facing members of ACCA Ireland. 

Pat Sweet, Ireland editor, pat.sweet@accaglobal.com
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Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available in 
six different versions: China, Ireland, 
International, Malaysia, Singapore 
and UK.

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

Also from ACCA

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

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

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

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

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

About ACCA

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

Channels and media

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

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

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

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

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

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

Webinars
On a raft of topical issues
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▲ Help and hope
Nepalese soldiers hand  
out food and other 
essentials to people 
living in tents following 
the recent earthquakes,  
which have claimed  
over 8,00 lives

► Lost in transit
Hackers siphoned nearly 
$5m (€4.45m) out of 
low-cost airline Ryanair’s 
fuel-purchase accounts 
by means of fraudulent 
electronic transfers 
through a Chinese bank

▲ A place in 
the country
Northern Ireland’s 
Department of 
Agriculture and Rural 
Development is to move 
its HQ from Stormont – 
see page 19 for more

▲ Doors open on 
new opportunity
The 36-bedroom 
Dawson hotel and spa 
in central Dublin has 
been placed on the 
market for €15m by 
receivers from PwC
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► The Lusitania 
remembered
Cobh, Co Cork, 
was the centre of 
commemorations of the 
100th anniversary of the 
sinking of the Cunard 
liner Lusitania during 

◄ Shep gets wings
Irish MEP Deirdre Clune 
has said Irish farmers 
could revolutionise the 
industry by using drones 
for jobs such as herding 
sheep in mountain areas, 
and spreading fertiliser

▼ Happy feat
Switzerland has been 
ranked the world’s 
happiest country, 
according to the UN’s 
annual global happiness 
index – Ireland was in 
18th position
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News roundup
This issue’s stories and infographics from Ireland and Northern Ireland, as well as a look 
at the latest developments affecting the fi nance profession around the world

Apple’s €2.5bn tax bill
Apple has warned of a 
signifi cant additional Irish 
tax bill if the European 
Commission fi nds that its 
tax arrangements in Ireland 
breached state aid rules. In 
its fi nancial report for 2014, 
Apple said a settlement could 
impose a ‘material’ cost, 
which would mean more than 
€2.5bn in its case. Apple said 
the allegations of favourable 
treatment are ‘without merit’.

IBRC ‘at war’ with DoF
Major divisions have been 
revealed between the 
Department of Finance (DoF) 
and IBRC, which took over 
the assets of the Anglo-Irish 
Bank and the Irish Nationwide 

Building Society. Differences 
included the sale of Siteserv to 
Millington – a company owned 
by Denis O’Brien – despite 
apparently higher competing 
bids. Other interested parties 
have said they were prevented 
from bidding. The government 
has instructed IBRC’s 
liquidators, Kieran Wallace and 
Eamonn Richardson of KPMG, 
to investigate all IBRC’s major 
asset sales to determine if they 
achieved maximum value. 

Irish Water non-state
Irish Water is to be moved 
off the government’s balance 
sheet. The Central Statistics 
Offi ce has advised Eurostat, 
the EU statistics body, that Irish 
Water can now be regarded 

as a non-state organisation. 
Public expenditure minister 
Brendan Howlin said: ‘The 
Central Statistics Offi ce’s 
determination is that it should 
be off government balance… 
Eurostat will be making an 
independent determination 
on that.’

Lower taxes pledge
Finance minister Michael 
Noonan has committed the 
government to reducing tax 
rates and cutting the universal 
social charge. He told the Dáil 
that up to €1.5bn in tax cuts 
would be introduced, and 
spending on public services 
increased. The government 
now expects tax revenues to 
be €1bn higher than forecast.

Big Four take €1bn
Fee income across the Big 
Four’s operations in Ireland 
rose by 12.3% last year, hitting 
almost €1bn, according to 
the Irish Times. Comparing 
the fi rms’ performance with 
each other is diffi cult, as some 
report on all-island basis, 
while others include the North 
in their UK reporting. The 
Irish Times ranks PwC as the 
largest accountancy business 
in Ireland, KPMG second, 
Deloitte third and EY fourth.

Cowen denies veto
Former taoiseach Brian Cowen 
has denied overruling his 
fi nance minister, the late Brian 
Lenihan, over government 
guarantees for bondholders 

More money in family budgets

New fi gures from the Central Bank show that the wealth of Irish households is now at its highest level since the end of 2008. 
Net wealth rose to €600.8bn, up by 4.3% during Q4 2014, with fi nancial assets rather than property making up the largest 
share. Household debt fell by €157bn or 1.6% over the quarter, and has dropped 22.9% since its peak in Q3 2008.
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in Irish banks. Central Bank 
governor Patrick Honohan told 
the Oireachtas banking inquiry 
that Lenihan had told him that 
his proposal to nationalise the 
banks rather than extend the 
guarantee to bondholders 
had been overruled by a more 
senior politician.

PwC takes Quinn to court 
PwC has taken the 
administrators of Quinn 
Insurance to the High Court 
to seek extra documentation 
relating to the €1bn claim 
against PwC as former 
auditor of Quinn Insurance. 
PwC said that it needed 
more details of the claim 
to arrange its defence. A 
PwC spokeswoman said: 
‘PwC continues to robustly 
defend the proceedings, 
which we believe are devoid 
of merit and unjustifi ed. This 
motion seeks clarity on the 
wide-ranging, costly and 
vague claims by the joint 
administrators.’ GT’s Michael 
McAteer and Paul McCann are 
the administrators.

Surgeon sues firm
Dublin fi rm Houlihan 
Cushnahan is facing a lawsuit 
from a former client who has 
just reached a substantial tax 
settlement with the Revenue. 
Desmond Winter, a hospital 
consultant, is citing tax advice 
given to him by the fi rm. 
No one from the fi rm was 
available to comment. » 

ACCA announces move to new headquarters

ACCA is to relocate its headquarters to the Adelphi building in London, which will refl ect the 
mixture of heritage and modernity that defi nes the organisation.

It will move from its current location in Lincoln’s Inn Fields in London to newly refurbished 
offi ce space within the historic Adelphi building on John Adam Street (see also the ACCA 
president’s column, page 24).

This development, announced as Accounting and Business went to press, will enable 
ACCA to create an effi cient, collaborative, future-proof workplace and allow employees to 
fulfi l their potential. This will in turn help ACCA achieve its ambitious strategy for the future.

‘Since 1996, our London operations have been spread across a number of locations 
in Holborn,’ said ACCA chief executive Helen Brand. ‘Over time, this arrangement has 
become increasingly unfi t for purpose. The Adelphi, a historic building, will be undergoing a 
complete refurbishment over the coming months to provide us with the mix of heritage and 
modernity that defi nes the ACCA brand.’

The new offi ce, Brand said, will provide a ‘dynamic, inspiring and sustainable workplace 
to which we will be proud to welcome our staff, students, members, partners and other 
stakeholders from around the globe – it will be a world-class London headquarters that befi ts 
our world-class organisation’. 

The move will take effect in December 2015, with staff being welcomed into the new 
building in January 2016. More details in the July edition of AB.
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Recovery weak in North
Northern Ireland’s economic 
recovery is ongoing but 
‘uneven and challenging’, 
according to the latest 
quarterly economic survey 
from the Northern Ireland 
Chamber of Commerce and 
BDO. Businesses reported 
improved balance sheet 
positions over the previous 
quarter, with increased 
domestic orders and 
recruitment intentions. While 
the manufacturing sector has 
performed well, the survey 
said there are concerns over 
exports as a result of the 
strong pound. In the services 
sector, domestic sales have 
fallen and show the weakest 
outlook for any UK region.

IMF sees further growth 
Ireland is set to grow by 
4% this year, according to 
the latest IMF assessment. 
It said economic growth is 
being aided by the European 
Central Bank’s programme 
of quantitative easing, with 

exports boosted by the 
weak euro. The IMF expects 
unemployment to fall below 
10% this year. It added that 
consumption is picking up, but 
warned that excessive debt 
remains a problem for many 
households and SMEs.

‘Poorest suffered most’
Poorer members of society 
suffered more in the recession 
than the richest, according to 
a report from the Economic 
and Social Research Institute. 
It found that the poorest 10% 
of Irish people lost 22% of 
their real incomes between 
2008 and 2013, compared 
with an average drop of 13%. 
When housing costs are taken 
into account, income for the 
poorest fell 27%, against a 15% 
average across Irish society.

Ireland leads jobless fall
EU unemployment is falling 
fastest in Ireland, according 
to Eurostat. In the year 
ending March 2015, Irish 
unemployment fell from 12% 

to 9.8%. Spain came second 
(from 25.1% to 23%) and 
Poland third (from 9.6% to 
7.7%). Youth unemployment 
also fell in Ireland – dropping 
even more, from 25.9% to 
21.1% in the year. However, 
unemployment is still rising in 
some other countries. 

PwC launches Ignite
PwC has targeted Northern 
Ireland tech startups with its 
Ignite programme. Five of 
them will be invited to join 
Ignite, with free access to 
PwC’s expertise, advice and 
global networks. Noel Culbert, 
PwC associate partner, said: 
‘Northern Ireland has one of 
the fastest-growing knowledge 
economies in the UK, but its 
knowledge economy is ranked 
only 10th out of 12 UK regions.’

HM to double workforce 
Belfast fi rm Harbinson 
Mulholland has announced 
plans to double its workforce 
as it moves into larger 
premises in Dublin Road. 
The new offi ces were 
opened by fi nance minister 
Simon Hamilton, a former 
PwC accountant, who said: 
‘Harbinson Mulholland is not 
only a thriving practice in 
its own right, it is dedicated 
to helping SMEs grow their 
businesses and reach their 
full potential, providing a 
boost to our local economy.’ 
The fi rm started in 1998 and 
has invested £300,000 in its 
expansion.

NI transport slammed
Additional investment in 
Northern Ireland’s public 
transport has been ineffective, 
according to a report from 
the Northern Ireland Audit 
Offi ce. It concluded that the 
Department for Regional 
Development is unable to 
properly monitor programmes 
delivered by state-owned bus 
and train operating company 
Translink and its holding 
company NITHC. ‘We found a 
paucity of professional public 

transport skills available within 
DRD,’ said the report. ‘This 
limits their ability to infl uence 
public transport services 
and effectively hold NITHC/
Translink to account.’ Auditors 
found the extra £1.1bn 
investment had had little effect 
on bus passenger numbers, 
although train traveller 
numbers had doubled.

D’Arcy punished
A Northern Ireland hospital 
consultant has been given a 
two-year suspended prison 
term for tax evasion. Francis 
D’Arcy evaded tax liabilities 
of £459,000. He was fi ned 
£230,000 and ordered to pay 
legal costs of £5,000. He has 
already repaid the tax due 
in full. D’Arcy used the bank 
accounts of his four children to 
hide his earnings. 

Dropbox bills via Ireland
US cloud storage service 
Dropbox plans to bill all 
customers outside North 
America through its operations 
centre in Dublin. Income 
from around 70% of its more 
than 300 million users will be 
booked in Ireland.

CFOs divided on BEPS
Multinational CFOs are split on 
whether the Organisation for 
Economic Co-operation and 
Development’s base erosion 
and profi t shifting (BEPS) plan 
will lead to a more sustainable 
global tax system. The Taxand 
2015 global survey found 52% 
agreed and 48% disagreed. 
And while 80% of multinational 
CFOs think major international 
tax reform is desirable, just 
55% believe it is achievable. 
Country-by-country reporting, 
as proposed by BEPS, is 
supported by 57%. Some 
83% expect tax competition 
to increase over the next fi ve 
years, while 76% believe BEPS 
will increase corporate tax 
competition. ■
 
Compiled by Paul Gosling, 
journalist

Google still Ireland’s most trusted

Google has again topped the annual ranking of the 100 
most reputable and trustworthy companies in Ireland. 
Irish Water trailed in last in the latest RepTrak list, with an 
overall score of just 9.3. Bank of Ireland is one place above 
at 99th with 43.3, and Allied Irish is ranked 98th with 43.6. 

Bord Bia is the top-ranked indigenous company. Rynair, 
whose boss Michael O’Leary has been on a charm offensive, 
has moved from bottom of last year’s table to 87th.

1 Google
2 Boots
3 Kellogg’s
4 Bord Bia
5 Volkswagen
6 ILCU
7 IRFU
8 Toyota
9 Smyths Toys
10 An Post
11 Aer Lingus
12 Intel

98 AIB
99 Bank of Ireland
100 Irish Water

84.4
81.6
81.0
79.8

77.9
77.6
77.6
76.3
75.5
75.3
74.9
74.9

43.6
43.3

9.3
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Director’s cut
President of ACCA Anthony Harbinson FCCA talks about making informed choices  
in a time of austerity and the enduring power of ACCA to transform lives

people I work with; firstly, by showing 
that I understand their businesses and, 
secondly, by working with them to help 
them to transform those businesses,’ 
Harbinson says. He adds this has 
involved a subtle re-education process 
around the profession. ‘I always stress 
that accountants aren’t bean counters 
any more. It’s gone beyond that; we  

are financial strategic partners. In many ways, this role has given 
me a chance to prove that.’

Delivering public services on reduced resources has been a 
common refrain around the world since at least the beginning of 
the decade. In Northern Ireland’s case that challenge has far from 
peaked: ‘We entered the downturn later than others and we will 
probably come out of it later than others,’ Harbinson comments. 

This year sees the implementation of a round of difficult 
spending cuts that reflect the reduced funding available to the 
region from central government. It is a process that will require 
rigour, clarity and some collegiality, he says. ‘The bodies I’m 
responsible for are taking cuts of between 8% and 10%, while my 
core department is taking a cut of 22%, so we are showing that 
this really is shared pain. The people I work for realise that when 

As I have moved through different roles in my career, 
I have probably confirmed myself as a 100% public 
servant,’ ACCA president Anthony Harbinson reflects. 

It is an observation that can be made with satisfaction on 
a number of levels, and a quick look through the Northern 
Ireland native’s CV confirms this commitment has not come at 
the expense of an ambitious career trajectory.

Qualifying as ACCA in 1988, Harbinson cut his teeth in a 
number of finance roles before being selected to lead the 
creation of the Public Prosecution Services for Northern Ireland 
in 2001. Leadership credentials established, he would go on to 
become Northern Ireland Department of Justice’s director in 
2010. Taking on his latest role, director of safer communities, 
three years later, his responsibilities 
now put him at the heart of the 
region’s often contentious policing and 
community safety matters. In another 
era, the word ‘mandarin’ might have 
suggested itself, but in these days of 
austerity and, against the backdrop of 
a sometimes fraught political scene, it 
is clearly a position that favours those 
who relish challenge above those who 
savour status.

As director, Harbinson is ‘effectively 
responsible for all aspects of strategic 
policy, resourcing and the legislative 
framework the police in Northern 
Ireland operate in’. This remit includes 
not only policing bodies such as the 
Police Service of Northern Ireland and 
the Northern Ireland Policing Board, 
but also the Department of Justice’s work to make communities 
safer, tackle organised crime and modernise Northern Ireland’s 
forensic science services.

While he has long moved beyond a purely financial remit, 
finance remains central to his concerns and he is responsible 
for a policing budget of over £700m (out of a total Department 
of Justice budget of £1.2bn), as well as his own directorate’s 
operating budget of £38m. Indeed, coming into the position two 
years ago, Harbinson found it was his background in accounts 
that most concentrated the minds of his new colleagues.

‘There was a lot of concern because it was assumed I 
would be coming in as an “accountant”, cutting everything 
around me and enforcing a financial regime regardless of the 
consequences. Since then, I’m pleased that I’ve impressed the 

‘I always stress 
that accountants 

aren’t bean 
counters any 

more. It’s gone 
beyond that; we  

are financial 
strategic partners’

2014-15
ACCA president

2013
Director of safer communities for  
the Northern Ireland Department 
of Justice

2010
Director of justice delivery in the Northern Ireland 
Department of Justice

2001
Leads team creating the new  
Public Prosecution Services for 
Northern Ireland

1988
Qualifies as ACCA, becoming FCCA 
in 1997

»
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of some important legacy issues. ‘In Northern Ireland, we 
sometimes forget how far we have moved on and the outside 
world often sees it better than we can,’ he reflects, pointing to 
the recent progress made in the removal of peace walls, physical 
barriers created to divide the two communities in the height of 
the Troubles, as a source of particular pride. ‘We had 59 of these 
structures when I started out and we are now down to 52. We 
have set ourselves the target of eradicating them all by 2023. My 
staff work with residents on both sides to reassure them, and we 
take a staged process – firstly, making them less military looking, 
then turning them into something more neutral and less invasive 
and, finally, removing them altogether.’ 

Derogation hope
As the Northern Ireland economy battles recession, a great deal 
of hope and expectation has been vested in the province’s newly 
acquired ability to set its own corporation tax rate, following a 
derogation given by the UK government in late 2014. The sting 
in the tail is a cut in funding from central government, which, by 
EU law, must match the amount lost through the lower tax rate. 
While at the coalface of these cuts, Harbinson concurs with those 
who see the development as a positive one, arguing that it is 
one of a number of factors that can collectively contribute to the 
region’s economic resurgence.

‘Northern Ireland had its best ever year in 2014 in terms of 
jobs created and inward investment. That builds on our very 
strong stream of talented graduates, as well as the lower cost of 
doing business compared to other parts of Britain and Ireland. 
I would share the optimism that cutting the corporation tax 
rate will help increase investment in the region, as well as help 
indigenous companies grow.’

On the ratcheting up of rivalry between the Republic of 
Ireland and Northern Ireland as a result of the lower tax, his view 
is ‘there should be more than enough investment wins to keep 
everyone happy. The two sides can be complementary to each 
other as well as competitors and a lot of the trade promotional 
activity is already done on an all-island basis.’

While he has left behind accountancy in his professional life, 
Harbinson makes no secret of the fact that his commitment to, 
indeed passion for, ACCA has only grown over the years. Having 
previously served as ACCA Ireland president, his decision to 
run for Council was, he says, a natural reflection of that growing 
enthusiasm. The appeal of the organisation, he says, is quite 
simply its ability to change lives. ‘When you go to a place like 
Zambia and you meet an ACCA member who is a partner in 
a large accountancy firm, and you hear about the village he 
grew up in, which had no electricity or running water, how his 
community saved up for him to study and how he is now helping 
that community by putting in wells, sanitation and electricity, 
then you see ACCA is not so much a career, but a life-changing 
vocation. That is what inspires me to stay involved.’

In his time as president, Harbinson has made ethics a key 
theme and he believes it is an area ACCA has much to contribute 
to globally. ‘Ethics is very strong element of the qualification 
and the concept is enshrined in what we call the three Es: 

I make these decisions, I am doing so openly and honestly, and 
with a view to protecting the front-line services, so it’s not a case 
of something being “done unto them”.’

Bringing people on a shared, if difficult, journey may have its 
rewards, but it is surely frustrating to play a succession of senior 
roles with the mantra of cost cutting the foremost consideration? 
‘Everyone finds it difficult to constantly live within austerity,’ he 
reflects. ‘I think that’s the same whether you are in Belfast, Dublin 
or Athens. We started off a few years ago with a view that we were 
looking for more for less from the public sector, then we went for 
the idea that we would look for the same for less, and now I think 
we have accepted that sometimes we can only do less with less. 
I understand I have to make cuts and prioritise where we make 
them. I’ve described myself as a problem solver in the past and, in 
the current environment, I continue to be that. The more difficult 
the problems get, the more motivated I am to resolve them.’ 

Northern Ireland’s difficult political past has certainly 
challenged problem solvers over the years and the role of 
director of safer communities puts Harbinson at the centre 

1998
The Northern Ireland Assembly is 
established with devolved legislative 
powers.

April 2010
The Department of Justice is 
established.

March 2015
A report quantifies the benefits of new department to 
Northern Ireland – more at tinyurl.com/CJINI-report.

* ‘People realise they need to live 
within a smaller budget, but no 
one wants their service affected. 
You need to explain why you are 
making cuts, with consultations 
on where and how to cut.’

* ‘In many organisations, things are done because 
you’ve always done them. So you have to ask: is that 
the right way or is there a better way?’

* ‘Being profit driven is the essential nature of 
corporations, but accountants have to make sure they 
stay on the right side of their own ethical line.’

* ‘Ethics is about role models and we need more 
conversations about the issues accountants face and 
how they have individually confronted them.’
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‘ACCA is coming 
increasingly 

to the fore in 
conversations 

about sustaining 
and protecting 

the world’s 
limited resources’

On tax avoidance, Harbinson reflects that while there is a big 
difference between ethical avoidance and deliberate evasion, 
‘there remains the question as to whether, even if a company has 
done nothing illegal, its behaviour is morally right. My personal 
view is that we need simpler, cleaner and easier forms of taxation 
that remove ambiguity from the system.’

ACCA’s nine-year rule, which sets the limit on the amount of 
time an individual may sit on the Council, means Harbinson may 
serve just one more year after his time as president. He sees 
the rule as an important one for getting ‘a flow through of new 
people and ideas’, but is confident, too, that he has more to 
contribute to the organisation he is so passionate about. ‘There 
is a lot going on and ACCA is coming increasingly to the fore in 
conversations about sustaining and protecting the world’s limited 
resources. These are all issues close to a public servant’s heart. 
ACCA is a dynamic organisation with a global strategy to 2020, 
and I want to be part of delivering that as much as I can.’ ■

Donal Nugent, journalist

exams, experience and ethics, which are all at the core of 
ACCA membership.’

The role of president provides a strong platform to 
communicate how that commitment translates into a tangible 
public good. He gives the example of developing countries in 
possession of natural resources. ‘You will find exploration and 
development companies will put in their A+ teams to negotiate 
with those governments. I very much believe these countries 
need A+ teams to manage their interests, and having ACCA 
members at the heart of the negotiations would be key to that.’

In his own daily work, he also gains clear insight in what 
happens when ethical principles are flouted. ‘Nothing is more 
depressing to me than seeing a criminal enterprise flourish 
because a professional, whether an accountant, a lawyer 
or a banker, helped make it happen. The average criminal 
on the street doesn’t know how to launder money; they 
need people with financial skills to do that. If it’s a qualified 
accountant who is playing that role, then to me it’s a particularly 
horrendous situation.’
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‘The flipside of 
declining yields 

is rising prices 
for government 

bonds – delivering 
capital gains for 
existing holders’

T he eurozone had started to seem like something of 
a lost cause in recent years. The 16-year-old currency 
union had become a byword for political crisis and 

economic stagnation. While Britain and the US rebounded 
smartly from the 2008 downturn, the region has continued to 
flirt with recession – with output shrinking in both 2012 and 
2013. The zone has also been plagued by recurring bouts of 
investor anxiety over excessive government debt in the likes 
of Italy, Spain, Portugal and Greece. Such market jitters have 
at times been so extreme as to threaten the very existence of 
the currency union.

But over the past few months much of this gloom has started 
to lift. For the first time in years, growth expectations have 
started to improve. Eurozone equities soared in the year to mid-
April, with markets in France, Germany, the Netherlands and Italy 
all surging by more than 20%. That has far outpaced America’s 
S&P 500 index, which rose just 2% over the same period.

The main questions economists are asking is whether the 
eurozone is likely to last. More importantly, can the recovery turn 
into a fully fledged economic renaissance? ‘Even the eurozone at 
a sprint typically runs slower than the US and UK,’ says Jonathan 
Loynes, chief European analyst at Capital Economics. ‘There are 
still major obstacles to growth in many European economies that 
their Anglo-Saxon rivals dismantled long ago. There is a lot of 
ground that the zone needs to make up.’

The first mystery is why sentiment has recovered so quickly. 
For a start, the zone is one of the world’s main beneficiaries 
of cheaper oil. ‘The plunge in the oil price over the past nine 
months has been a real stroke of luck 
for the eurozone,’ says Win Thin, a 
global strategist at Brown Brothers in 
New York. The zone is a massive net 
importer of crude, consuming about 
3.5 billion barrels of oil in 2013 yet 
producing almost nothing within the 
zone. The largest European pumpers, 
Britain and Norway, are not part of 
the currency union. And the only oil 
producer that BP deems worth listing in 
its annual statistical review is Italy, with 
an output of just 115,600 barrels a day 
or 42 million per year – equivalent to 
only 1.2% of eurozone demand.

The upshot is that the slide in the 
oil price – from an average of around 
US$100 a barrel in September 2014 to 

an average of US$55 so far in 2015 – delivers a financial boost 
equivalent to nearly 1% of eurozone GDP or roughly €80bn. To 
put that in perspective, it’s equal to the entire annual economic 
output of the zone’s four smallest members – Malta, Cyprus, 
Estonia and Latvia. This may even understate the advantage, 
since cheaper crude has also dragged down the price of natural 
gas, which is used in electricity production and home heating.

Banks play their part
There is more to the eurozone recovery than a favourable move 
in commodity markets. The European Central Bank has also 
done its part. On 22 January the zone’s monetary policy body 
finally announced a US$1.1 trillion programme of bond-buying 
– or quantitative easing (QE) – designed to drive down interest 
rates and chase investors into riskier assets such as equities or 
high-yield bonds. Expectations that the ECB was set to take this 
step had already started to work its magic, pushing the euro 
roughly 20% lower against the dollar since May 2014. The trade-
weighted fall, which takes the currency’s slide against a broader 
range of commercial partners, has been about 10%.

This boosts both the economy and corporate earnings. One 
result has been to make the zone’s exports cheaper in foreign 
markets. That helps explain why sales of eurozone goods 
climbed by around 8% in the first 10 months of 2014 with the 
zone’s three top trading partners – Britain, the US and China. For 
companies that decide not to chase the market, the outcome is 
higher profit margins.

The zone’s large listed companies derive around half of their 
revenues from outside the region, 
so in theory a 10% slide in the trade-
weighted fall should boost earnings by 
roughly 5%. Of course, many eurozone 
companies have put in place a natural 
currency hedge – shifting costs to the 
nations in which their sales are made. 
For example, more than two-thirds of 
the workforce of French firms listed on 
France’s CAC 40 exchange were based 
abroad in 2012. But a lucky few, such as 
winemaker Château Latour, incur almost 
all of their costs in euros and gain most 
of their revenue outside the zone.

QE also produces a clear financial 
boost. The European Central Bank 
(ECB) is currently buying €60bn of 
bonds a month, about three times 

After years of decline, the eurozone’s economy is showing signs of revival. But does  
the tentative recovery have the potential to turn into sustainable growth?

Vital signs
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more than eurozone governments are issuing. 
This has sharply depressed the yields on 
government bonds. By mid-April, the yield 
on the 10-year German bond had fallen to a 
record low, under 0.1%. Remarkably, a third of 
eurozone sovereign bonds now carried negative 
rates – meaning that investors had to pay 
governments for the privilege of lending them 
money. ‘This provides a huge shot in the arm to 
financial assets,’ explains Thin. ‘The flipside of declining yields is 
rising prices for government bonds – delivering capital gains 
for existing holders.’ In addition, the ultra-low yield on risk-
free assets encourages investors to divert any new investment 
flows into more remunerative assets, including equities and 
riskier corporate bonds. ‘This can have a positive wealth effect 
too, increasing the net worth of existing owners of these shares 
and bonds, potentially making them more willing to spend,’ 
says Thin.

Trickle-down
There are plenty of early signs that this potent cocktail of cheap 
oil, currency depreciation and booming asset markets is feeding 
through to the real economy. One of the best measures of this 

is Citibank’s Citi Economic Surprise Index, which 
reflects whether economic data releases surpass 
or disappoint analysts’ expectations. This index 
jumped from minus 57 in October 2014 to plus 
55 in April. Meanwhile, consumers appear to 
be spending the windfall savings from cheaper 
energy prices. Even notoriously frugal German 
citizens have been loosening their financial 
belts, with retail sales climbing 3.6% in the year 

to February. That capped the fastest three-month surge since 
the early 1990s. Spanish retail sales surged by 4.1% in January, 
the sixth consecutive monthly increase. The improvement in the 
labour market adds to confidence that this spending spree will 
continue. Unemployment declined to 11.3% in February – the 
lowest since May 2012 – and appears on track to fall to 10% 
by 2016.

But it also makes sense to put the upswing in perspective. 
‘Before we get carried away, we should remember that this is 
a recovery not a renaissance,’ says Gregory Claeys, a research 
fellow at Bruegel, a Brussels-based thinktank. ‘There is a great 
deal of difference between a cyclical recovery and a longer-term 
increase in the sustainable rate of economic growth.’ Put in a 
global context, the eurozone upswing still looks pretty meagre. »

▲Shining bright
The euro symbol stands 
outside the European 
Central Bank in Frankfurt 
am Main in Germany. 
Can the future of the 
eurozone be said to be 
as bright?
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◄ Fuelling the  
zone
An oil platform off the 
south-eastern coast of 
Sicily. The plunge in the 
oil price over the past nine 
months has benefited 
the eurozone

The consensus forecast for eurozone GDP growth in 2015 was 
1.3% as of mid-April. That is still half the 2.6% forecast for the UK 
and still further behind the 2.9% expansion expected from the US. 
‘To a certain extent, the euphoria over the zone has been a sign 
of just how shrivelled expectations had become,’ says Stephen 
Webster, the European economist at consultancy 4Cast. ‘Nobody 
would get at all excited about growth rates of close to 1% if the 
eurozone were a normal economy.’ 
Economists also point out that it is easier 
to look good if GDP is coming from such 
a low base. Even after the latest pick up, 
eurozone GDP is still about 2% smaller 
in real terms than at its pre-crisis peak in 
early 2008. By contrast, US output is 9% 
higher now than its pre-crisis peak.

Less flexible
Nor have the well-known structural 
limitations of many eurozone 
economies been removed. Labour 
markets are typically less flexible, 
making it harder for firms to fire 
staff – and therefore more reluctant 
to hire them. Certainly industries 
or professions enjoy a degree of 

protection that renders 
them uncompetitive 
and raises prices for 
consumers. 

‘Reforms are 
happening, but at such 
a slow pace that it is 
hard to generate much 
enthusiasm,’ says Claeys. 
‘Greece, France and 
Portugal have all been 
taking some baby steps. 
But we have not seen 
anything close to the 
explosive reform spree 
enacted by Margaret 
Thatcher in the UK.’ 
Spain has been one of 
the few countries to win 
widespread praise for 
its efforts to improve 

productivity. The nation accounts for only about 10% of the 
zone’s output. As a result, few economists believe the overall 
eurozone potential growth rate – the pace of expansion that can 
be sustained without sparking inflation – has improved.

There are even some threats to the cyclical upswing – notably 
the possibility that Greek debt negotiations will fail, leading the 
nation to exit the currency union. ‘That would set the precedent 

that nations can leave, potentially 
generating some economically 
disruptive market volatility,’ says 
Webster. ‘The market has so far been a 
little too sanguine about this risk.’

But more economists take the view 
that we should be grateful for small 
mercies. The eurozone economy at 
least appears out of the danger zone. 
‘A few years of relatively steady growth 
will also give the zone’s nations the 
opportunity to upgrade the supply 
sides of their economies,’ says Claeys. 
‘Whether they will seize this chance is 
harder to say.’ ■

Christopher Fitzgerald and Fernando 
Florez, journalists

‘A few years of 
relatively steady 
growth will give 

the zone’s nations 
the opportunity 

to upgrade the 
supply sides of 

their economies’
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The exodus challenge
Moving plum government jobs away from the capital to low-cost, high-unemployment 
areas makes sense in theory, but has proved difficult to deliver in practice

decentralising administration. And Dublin was proving unable 
to cope with the level of economic activity and demands on its 
transport and other infrastructure.

Yet even in the heady days of 2004, there was a recognition 
that the Celtic Tiger had reached middle age. ‘The period 
of exceptional economic growth enjoyed by Ireland is 
over,’ McCreevy said in his private notes. Still, plans for the 
ambitious job relocation programme went ahead. Some 10,300 
government and public service jobs were to be moved out of 
Dublin to 53 locations across 25 of Ireland’s 26 counties. 

Challenges from the start
Significantly, staff were expected to accept the move, without 
financial assistance or other incentives – even removal costs were 
not approved. The lack of keenness by most staff to commit to 
moving from Dublin to economically weaker areas was a key 
factor in the project being stymied.

‘Pork barrel’ politics proved another impediment. 
Representations were made to the Fianna Fáil/Progressive 
Democrat coalition government on behalf of 80 different 
towns, all seeking a slice of the relocation pie. Dealing with the 
lobbying tied up significant resources. »

In December 2003, the then finance minister Charlie 
McCreevy unveiled one of the most substantial 
decentralisation strategies ever proposed by a European 

government. His 2004 Budget announced that eight 
government departments would move their headquarters 
from Dublin to ‘provincial locations’.

It came as a shock to the political establishment, and not just 
the opposition, led by Enda Kenny. It subsequently emerged that 
most of McCreevy’s colleagues heard about the scheme only 
hours before the Budget statement in the Dáil – far from a well 
worked-up proposal backed by a consensus of ministers, then.

Even McCreevy privately recognised there were substantial risks 
with the project. In the end, it was widely regarded as an abject 
failure and abandoned in 2011 in the wake of the financial crisis. 

Perfect sense
The rationale for decentralisation made perfect sense, at least 
superficially. Dublin property prices were high, those in the 
regions were lower. The financial services sector was grabbing 
lots of talent in the capital, while unemployment persisted in 
areas such as Cork and Donegal, which were intended to benefit 
from the jobs and government spending that would come from 
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poorer suburbs of Dublin. And the Labour Court ruled that state 
bodies could not link promotion to willingness to relocate. By 
then hundreds of public servants had moved homes and were 
expecting to be joined by colleagues – they weren’t.

After the economic crash and ensuing political earthquake, 
the programme was abandoned. In November 2011 the Fine 
Gael/Labour government said there were no longer plans for 
further decentralisation, with existing plans ‘cancelled in the light 
of the budgetary and staffing outlook’. By then just a third of 
the intended public service jobs relocation had taken place, and 
less than 10% of the civil service jobs planned to be moved had 
actually transferred. 

There was disappointment in the regions. Pearse Doherty, Sinn 
Féin TD for Donegal South West, was typical in his unhappiness 
at the scrapping of plans to decentralise Foras na Gaeilge (the 
agency promoting the Irish language) and the Department 
of Social Protection: ‘Almost a decade ago, Donegal Town 
and the wider area was promised hundreds of jobs through 
decentralisation by Charlie McCreevy. Job creation is vital for the 
survival of the economy in this region as we suffer from one of the 
highest unemployment levels in the state. Despite some €289m 
being spent on the decentralisation plan, the government has now 
stated that the jobs will remain in Dublin.’

Once bitten…
Currently, we have rising property prices in the capital and a very 
uneven economic recovery. While unemployment in Dublin is 
now at 8.6% and falling fast, it is 13.1% in the Midlands region. So 

could this be the time to revive 
plans for the decentralisation 
of public administration? No 
chance, it seems.

A spokeswoman for 
the Department of Public 
Expenditure and Reform 
explains: ‘The government 
announced in November 
2011 that the decentralisation 

The scale of the plan was a major challenge. This was not 
the first time a Dublin government had sought to decentralise 
public administration. But while earlier programmes had moved 
200 or 300 jobs at a time, this was on a far grander scale. And 
the timetable was short. McCreevy told cabinet colleagues – 
according to documents released under an Irish Times freedom 
of information request – that he wanted progress in advance of 
the 2007 general election.

Although progress was slow, commitment in principle 
continued beyond the election. In 2008, the then taoiseach Brian 
Cowen pledged to maintain momentum. But with only a quarter 
of the intended job transfers achieved, some two years after the 
project was scheduled for completion, the omens were bad. The 
Fine Gael leader Kenny condemned the scheme as ‘a complete 
shambles’, quoting from an OECD report that he said described 
‘a complete fragmentation of the collective memory of the 
public service’ resulting from the breaking up of the traditional 
departmental headquarters model.

Yet it was already clear that the nature of the decentralisation 
had changed. Instead of jobs being transferred to poorer 
regions of Ireland, in practice many were merely relocated to 

◄ Putting in a shift
Northern Irish ministers 
help to clear the site for a 
new £20m headquarters for 
the province’s relocating 
department of agriculture 
at a former military base at  
Ballykelly, near Limavady ▼
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to expand under a new name – is 
moving from Dundonald House at 
Stormont in Belfast. Its new home is on 
part of the 14-acre site of the former 
Shackleton military base in Ballykelly, 
on the Limavady to Derry road. A £20m 
investment project has been approved, 
with construction work about to start.

Some 350 staff positions will be 
relocated in 2017, and a further 300 in 
2020. Existing DARD staff are permitted 
to switch departments, and staff in 
other departments who commute from 
the north west (or wish to move there) 
are allowed to apply for jobs at the 
new HQ. As well as moving its HQ to 
Ballykelly, the department’s fisheries 
division is moving to Downpatrick 

(in County Down), the Forest Service HQ to Enniskillen (in 
Fermanagh) and the Rivers Agency to Loughry (in Tyrone).

Relocation dividend
Ministers expect the move to generate a big economic dividend 
for the north west. Ballykelly is close to Limavady, where 
unemployment is high, and to the Derry City and Strabane 
council area, which has the UK’s highest unemployment rate.

Agriculture minister Michelle O’Neill says: ‘Relocating DARD 
headquarters to Ballykelly offers huge economic opportunities 
for businesses in both the town and the wider north west. 
Hundreds of civil servants will be coming to work, shop, eat 
and enjoy leisure pursuits here while helping to create many 
more additional service and supply jobs and secure existing 
employment. The building work, which we plan to start next 
year, will also bring a welcome boost to the local construction 
industry, local businesses and the rural economy. I have been 
encouraged by the latest figures, which show that more than 
1,500 civil servants have expressed an interest in working for 
DARD at Ballykelly. These statistics clearly demonstrate the very 
real appetite there is across the civil service for the Executive’s 
policy on relocation.’

Neil Gibson, director of the Northern Ireland Centre for 
Economic Policy and professor of economic policy at Ulster 
University, says the logic is strong: ‘This provides well-paid largely 
graduate-hungry employment in the area. The private sector 
doesn’t like to be the first in an area, so this creates new office 
and professional jobs in that area, gives the private sector a 
sense that type of work can be successful there and provides a 
market signal. And if Northern Ireland is to grow through lower 
corporation tax – and if we look at Dublin and London and see 
how expensive those locations are – then the potential pressures 
on cost in Belfast mean that it makes sense. I would be very 
positive about this when thinking about Northern Ireland 10 or 20 
years hence, rather than the Northern Ireland at this moment.’ ■

Paul Gosling, journalist

programme would not be continued. 
This decision was taken in the context 
of the substantial changes in the 
budgetary and staffing situation since 
decentralisation was announced, as 
well as factors such as reductions 
in overall public service numbers, 
reorganisation of departments and 
state agencies, and the erosion of 
staff numbers available for individual 
locations. It also had regard to the 
need to focus on programmes and 
projects that would best support 
economic recovery and to identify 
significant expenditure savings and 
efficiencies. This remains the position.’

Richard Boyle, head of policy at the 
Institute of Public Administration – which, 
in 2006, provided guidance on the decentralisation programme – 
says: ‘I think the decentralisation programme would more accurately 
be described as a dispersal programme in that it was about 
dispersing a number of functions of government departments and 
agencies to a large number of centres around Ireland, as opposed 
to real power and functions being devolved to a small number of 
strategic centres. My sense is it would be unlikely to be approached 
in a similar way in the future.’

Niamh Hardiman of the UCD’s School of Politics and 
International Relations, says: ‘It seems clear that the plan was 
party political and not rationally planned. It was announced very 
suddenly, and was in direct conflict with existing commitments 
to a regional development strategy with gateway towns that 
should have been hubs of growth. I have the impression that this 
now causes unnecessary commuting, time-wasting and wasteful 
expenditure as people travel for meetings in Dublin, from where 
they should never have been moved.’

A former senior civil servant – who would not be named 
because of the continuing political sensitivity – says that there 
was no strategic rationale, with ministers relocating their 
departments to their own constituencies, which had no viable 
public transport connections, and were relying on technology 
links that were ineffective for virtual meetings. ‘That you could 
make this type of decision without taking into account the 
technology or public transport links – it’s just mad stuff! It was 
a political decision to curry local political favour. The actual real 
costs were never properly assessed. It was a disaster.’

So that seems to be that as far as the Republic is concerned. 
In Northern Ireland, though, it is a very different story.

Northern Ireland
Northern Ireland is currently pursuing its own major relocation 
project, moving the headquarters of the agriculture department 
from Belfast to the small town of Ballykelly, in the deprived north 
west of the province.

The agriculture department – currently called the Department 
for Agriculture and Regional Development (DARD), but soon 

‘That you could 
make this type 

of decision 
without taking 

into account the 
technology or 

transport links – 
it’s mad stuff!’
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Spooking the investors

Ian Guider is markets 
editor at the Sunday 

Business Post

Ian Guider warns that uncertainties over next year’s election risk derailing Ireland’s 
economic recovery, and says political stability is essential for inward investment

For the last number of months the 
data on the economy in Ireland has 
all been going in a positive direction. 
Job creation, tax revenues, retail 
sales, exports and tourism numbers 
have been going up – and at a good 
gallop. Economists can’t upgrade their 
forecasts quick enough to keep up with 
the improving sentiment. 

Yet the Fine Gael and Labour 
coalition are seeing their numbers go 
in reverse. Even dangling the prospect 
of a sweetener of €1.2bn to €1.5bn in 
spending increases and tax cuts later this 
year in October’s budget hasn’t lifted their 
numbers in opinion polls. 

If the 2011 election saw a dramatic 
shift in Irish politics, then next year’s rerun 
promises to top that result. The polls 
already show no clear winner beyond the 

rise of anti-austerity parties, a surge for 
independents and new small groupings. 

Political insiders have privately told me 
they expect that the closer the election 
gets, the more the coalition will reap the 
benefits of the economic bounce and 
their role in steering the ship away from 
disaster, while traditional political parties 
will see their core supporters return after 
their flirtation with new alternatives. 

I wouldn’t be so sure that this narrative 
will play out. And for the Irish economy 
that is now a big worry. 

There’s no doubt that anti-austerity 
parties are here to stay. And it’s a 
phenomenon that isn’t restricted to post-
bailout Ireland. Syriza swept to power in 
January in Greece on a hugely popular 
platform of ending the country’s five-
year economic depression. In Spain, the 

grassroots protest movement Podemos 
could take power – it didn’t exist at all a 
couple of years ago. 

The eurozone economic crisis has 
moved off the radar thanks to the 
extraordinary and unprecedented 
measures by central banks, although 
almost nobody believes that we have  
fully seen it off yet. It’s ongoing legacy 
is that the biggest risk for Europe, and 
Ireland, is now political not economic. 

As the election of Syriza and the 
emergence of its young leader Alexis 
Tsipras have shown, the goodwill of 
Europe in trying to help Greece deal with 
its massive debt mountain has produced 
nothing other than more uncertainty 
about its future within the single currency. 

As a country that relies so heavily 
on foreign investors, Ireland’s looming 
election is on their agenda. And it 
matters. Throughout the worst years of 
crash it was the multinational sector which 
saw jobs flow in as the likes of Twitter 
and Airbnb established their European 
headquarters in Dublin. 

It was US investors who piled in to 
the banking sector (and made a killing 
on Bank of Ireland), the property market 
and even financing the state as bond king 
Michael Hassenstab became the largest 
holder of government debt. 

There was a time a couple of years 
ago when the conversations I had with 
senior executives at large companies were 
all about economic policy. Rarely would 
anyone mention politics. Now it pops up 
more frequently. 

IDA – the Irish development agency 
that has been responsible for attracting 
multinational companies – has been 
circumspect about how often, and how 
prominently, political risk features in its 
presentations to prospective investors. 
I suspect the agency too is being asked 
about political stability. 

The danger for Ireland at this crucial 
time in the recovery is that as the political 
class gears up for a long campaign 
into 2016, decisions on investment are 
delayed or postponed. That is an election 
outcome nobody should want. ■
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Too soft on SMEs
Wrapping SMEs in financial disclosure cotton wool does them no favours in the long run 
if they have access to outside capital and have ambitions to grow, says Jane Fuller

The following two statements are 
contradictory: (a) the burden of 
providing financial information, in a form 
that is relevant and understandable to 
outside investors, is too onerous for 
small companies; and (b) the European 
Union (EU) needs to move ‘towards 
a situation where…SMEs can raise 
financing as easily as large companies’.

The quote comes from the European 
Commission’s green paper, Building a 
Capital Markets Union, on which the 
consultation closed last month. The 
paper also expresses concern about the 
burden of financial reporting on small 
and medium-sized enterprises (SMEs) – 
but the commission is far from alone in 
wanting to coddle the poor little darlings.

Forgive the sarcasm, but every small 
business I know is run by at least one 
grown-up who can monitor closely the 
numbers that tell whether the business is 
profitable or not, and whether debt and 
other obligations are sustainable. If they 
cannot do these things – and convince 
those who finance them that they can – 
the venture is unlikely to succeed.

Access to outside, non-bank 
investment covers debt as well as equity. 
The commission rightly points to the 
importance of credit scores, which ‘around 
75% of owner-managed companies 
do not have’, to provide investors 
and lenders with information about 
creditworthiness. If the resultant loans 
are to be securitised, as policymakers 
now urge, this information needs to be 
rigorous and standardised.

When it comes to more risky equity 
investment, however, the bureaucrats 
muse about developing an EU accounting 
standard for listed SMEs. The implication 
is that this would do more than reduce 
disclosure requirements for the currently 
used International Financial Reporting 
Standards – a Trojan horse for EU financial 
reporting standards, perhaps? 

The inconvenient truth is that investors 
like companies that are seeking their 
money to report under rigorous accounting 
standards, and do not want to worry about 
variations between and within countries. 

Of course, most small companies are not 
publicly listed, but if they need venture 
capital funding they will not be allowed to 
cut corners on financial disclosure to those 
demanding backers. As for the banks, 
they have access to plenty of high-quality 
information; so does the tax authority.

All this suggests that SMEs have the 
information for management, borrowing 
and tax purposes, so why baulk at 
disclosing it to outside investors without 
the same privileged access? The worst 
excuse I have heard is that they don’t think 
investors read annual reports. Actually, 
for smaller companies without full PR and 
broker services, these reports are the 
primary source of information. 

A more plausible excuse is that 
entrepreneurs do not have the time to 
translate internal information into accounts 

for external consumption. Well, that is 
what accountancy firms are for – and useful 
insights can be gained from professionals 
holding up a mirror to the business. 

Bear in mind that SMEs are often 
simple companies and that investors want 
a clear and concise view. Beyond simplified 
disclosure requirements, what else might 
SMEs be excused from? A clue is provided 
by recent amendments to the UK’s 
Financial Reporting Standard for Smaller 
Entities, prompted by an EU directive on 
micro-entities. It lets them off recording 
the current value of various assets. 

But is historic cost always the most 
relevant measure? If an SME needs access 
to outside capital and has ambitions to 
grow, it would do well to start with good 
internal financial information in a form that 
will also convince outsiders of its merit. ■

Jane Fuller is a fellow of CFA 
UK and serves on the Audit 

and Assurance Council of the 
Financial Reporting Council
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Moving experience
ACCA’s new headquarters in London’s Westminster will provide the mix of heritage  
and modernity that defines the brand, says ACCA president Anthony Harbinson

You should, by now, have heard about 
ACCA’s plans to relocate its London 
headquarters from its current home in 
Lincoln’s Inn Fields, Holborn, to newly 
refurbished office space in the historic 
Adelphi building in John Adam Street, 
Westminster (see also page 9).

 We have not taken this decision 
lightly. My colleagues on Council and 
I thought long and hard about what it 
would mean for our members, students, 
business partners and of course the 
excellent staff team that provide services 
and support for you.

 While our current iconic headquarters 
– 29 Lincoln’s Inn Fields – has played 
a critical role in ACCA’s past success, 
we have had to accept that, in order to 
continue to support our growing global 
membership, we need to have a world-
class London headquarters that enables 
us to work even more effectively.

 During the past few years, our London 
operations have been spread across a 
number of locations in Holborn, and 
over time this arrangement has become 
increasingly unfit for purpose.

 The move has been planned with the 
aim of delivering an efficient, collaborative 
workplace designed to enable ACCA 
people to fulfil their potential, which in 
turn will help ACCA achieve its ambitious 
strategy for the future.

 Like ACCA, the Adelphi is steeped in 
history and culture. Built between 1768-72 
by the Adam brothers – John, Robert, 

James and William – previous inhabitants 
include literary giants George Bernard 
Shaw, Thomas Hardy and Sir JM Barrie, 
author of Peter Pan. The owners of this 
historic art deco building, which is Grade 
II listed and protected by law, will be 
undertaking a complete refurbishment of 
the interiors over the coming months to 
provide us with the mix of heritage and 
modernity that defines the ACCA brand.

 Our new home will provide us with 
a dynamic, inspiring and sustainable 
workplace to which we will be proud to 
welcome our members, students, partners 
and stakeholders from around the globe.

 This is a move that Council believes 
will prepare ACCA to face the future. 
We have almost half a million students 
studying hard to become the next 
generation of ACCA members. In the 
years ahead, we believe the Adelphi 
will provide us with the perfect platform 
from which to support these leaders 
of tomorrow, along with the 170,000 
members we are currently proud to 
represent around the world. ■

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

Our new home 
will provide us 

with an inspiring 
workplace in 

which to welcome 
global members, 

students and 
stakeholders 

24 Comment | Anthony Harbinson

Accounting and Business 06/2015



www.vtsoftware.co.uk


The view from
Noreen Fahy FCCA, senior finance and governance 
specialist, the Institute of Public Administration

I’ve been with the IPA for 11 years. 
My role primarily focuses on providing 
learning and development, consultancy 
and advisory services to our client 
organisations in the areas of audit, 
governance, risk management and 
fi nance. I am a chairperson of one audit 
committee and a member of several 
others, and I convene and manage the 
IPA’s CPD partnership with ACCA Ireland, 
the IPA’s internal audit programmes, and 
regular seminars which we jointly run with 
other professional bodies. 

Consolidation of resources has required 
my colleagues and me to broaden our 
areas of expertise. We’ve developed 
new skills so that we can continue to 
support our clients across the public 
and state sector. A core requirement 

is to remain current and contemporary 
with sectoral developments and we 
challenge ourselves constantly to 
engage with and provide sustainable 
solutions for our clients as they respond to 
a changing environment. 

After 2008 the economic crisis in 
Ireland brought many challenges. With 
it came a signifi cant programme of reform 
that continues to evolve. Our work is very 
exciting at the moment because of this 
and it is diffi cult not to have a sense of 
optimism about the reforms, which are 
going to have a signifi cant impact on 
how the public and state sector performs. 
I’d particularly mention governance and 
internal audit, plus the further roll-out of 
initiatives such as the public spending 
code and performance budgeting. There’s 
also the harmonisation of EU public sector 
accounting and fi nancial management 
practices, which is what the European 
Public Sector Accounting Standards 
(EPSAS) project is all about. 

An initiative I would like to develop 
further is the public sector fi nancial 
management network within the IPA. 
This is a space for all fi nance professionals 
in the public and state sector to network, 
learn and share experiences. Our CPD 
series currently provides events where 
ACCA and other qualifi ed accountants 
can engage in CPD activity focused 
exclusively on relevant topics and 
contemporary developments.

In my work it is all about the people I 
engage with. Connecting with clients, 
scoping their needs, collaborating on 
solutions and being responsive and 
listening are critical to success. With 
each new assignment, event, programme 
and initiative I am more convinced of 
the importance of taking the time to 
understand their requirements and to 
collaboratively develop responses to their 
needs. I am only one part of a larger IPA 
team. Working as part of a team provides 
an invaluable learning opportunity and 
new ways of looking at issues. ■

With each new 
assignment, I am 

more convinced 
of the importance 
of taking the time 

to understand 
clients’ 

requirements 

Snapshot: insolvency

The state of world economies 
provides a barometer for insolvency 
and restructuring activity. While 
there is a general sense that global 
growth is reasonably buoyant, many 
businesses are still nervous. 

China’s growth, although still 
signifi cant, has slowed, with some 
state-owned entities in trouble. 
Latin America, apart from Colombia, 
is struggling, while India is under 
regulatory pressure to clean up 
its banking bad debt. In the EU, 
some countries are still stagnating 
or contracting eight years post-
crisis. Insolvency teams are seeing 
increased activity in these markets.

Turnaround and insolvency 
professionals keep a weather eye on 
commodity prices. Scandinavia and 
Canada, for instance, are suffering 
from the fall in oil prices, which 
affects exploration and energy 
services companies. Brazil’s energy 
sector has been hit by the Petrobras 
scandal, with repercussions right 
through the supply chain. 

For restructuring specialists, 
engagements have become 
broader. Underperforming 
companies look to their advisers 
for an assessment of operational 
viability, not just a fi nancial 
workover. Engagements are more 
hands-on and turnaround teams are 
becoming truly multidisciplinary. 
A combination of knowing how 
to get things done and sector 
expertise is highly valued.

Alan Bloom, global head of 
restructuring, EY
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Bridging the brand gap
If practice leaders want to win more business for their firms, they must move out of their 
statistically based comfort zones and start collaborating with their marketing teams

Accounting firms see winning new 
business as their top business challenge 
in 2015, according to a study from the 
Hinge Research Institute. That puts the 
hunt for new business ahead of talent, 
leadership and internal change, and 
technology issues. The study also shows 
that firms recognise they need to raise 
their brand visibility to win more work. 
Unfortunately, the value of marketing 
is not always properly appreciated by 
practice leaders.

‘Accountancy practices tend not to 
appreciate the benefits of marketing,’ says 
Alan Stone, head of marketing at Old Mill 
accountants. ‘They know they have to be 
spending, but struggle to understand why 
they’re spending the amount they are and 
what the value of it really is.’ 

Brand – the B word – can simply go 
over their heads. ‘If practice leaders can’t 

touch it, feel it, smell it or taste it, they 
often don’t get it,’ says Alan Gilchrist, 
lecturer in marketing at Lancaster 
University Management School.

There is a need for better collaboration 

and cooperation between practice 
leaders and their marketing teams. But 
cooperating can be easier said than done.

Personality clash
For a start, there is a disparity in attitudes 
and personalities. ‘The clash between the 
statistically based accounting mind and 
the more creative marketing approach is 
at the root of the problem,’ says Stone. 

A survey by Econsultancy illustrates 
the division. It shows that while marketers 
tend to see finance people as analytical, 
detached, consistent, cautious, efficient 
and organised, finance people see those 
in the marketing department as outgoing, 
energetic, inventive, curious, easygoing 
and spontaneous.

On the whole, finance and marketing 
people do not speak the same language. 
Claire Curzon, managing director 

‘If practice leaders 
can’t touch it, 

feel it, smell it or 
taste it, they often 

don’t get it’
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Five metrics every practice leader should care about

Claire Curzon of Brighter Directions pinpoints five crucial marketing measures:

* month-over-month growth in organic website traffic, leads and opportunities

* social engagement (number of people engaging with a firm via replies, 
clickthroughs, etc) rather than social reach (total audience including Facebook 
fans, Twitter and LinkedIn followers, blog and email subscribers, etc)

* lead generation by content, channel and initiative (cost per lead)

* customer lifetime value and churn rate

* revenue (conversion rates).

of Brighter Directions, a provider of 
marketing services for accountants, 
says: ‘The language of finance is often 
ambiguous, but accountancy firms in 
general don’t understand marketing 
language either. There are acronyms 
and jargon for almost every strategy and 
tactic, from conversion rates to customer 
experiences and stylesheets to the 
company’s proposition or its USP.’

Likewise, especially when marketing 
is outsourced, the marketers sometimes 
do not fully understand the nuances of 
their client’s business. Prodoceo, a firm 
of accountants and tax advisers based 
in Warsaw, Poland, outsources some of 
its marketing. Katarzyna Kowalczyk, the 
firm’s managing partner, says: ‘I’m battling 
against this myth that tax is just about 
preparing tax returns – our marketers still 
don’t get it, so we struggle to agree the 
scope of our marketing strategy.’

There is also a lack of accurate 
information to demonstrate the return on 
investment of marketing spend. Research 
from McKinsey shows that just 36% of 
marketers use analytics to demonstrate 
their ROI quantitatively – the rest rely on 
qualitative measurement or none at all. 

Without clear ROI, practice leaders 
are reluctant to invest in marketing. ‘Our 

marketers always push for more money, 
but it’s difficult to persuade me to spend 
more when I have no idea of the results, 
especially when it can take ages for the 
results to materialise,’ says Kowalczyk.

Getting the nuance
So what can practice leaders do to get 
a better understanding of marketing’s 
value and where to invest? Clearly, some 
may have to educate themselves in the 
nuances of customer research, evaluation 
and marketing metrics. ‘There’s always 
room for improvement,’ says Andy 
Froggatt, director and sales director at 
accountancy firm Royston Parkin, which 
outsources some of its lead generation. 
‘Evaluation, marketing metrics and the 
capacity and scope of the internet is what 
we have most to learn.’

Curzon’s clients look for high tangibility 
and confirmed ROI from marketing, which 
cannot always be guaranteed in the case 
of ‘soft’ activities. ‘We provide proven 
case studies and industry information 
to show what ROI they can expect, and 
explain that soft techniques like PR should 
be measured through brand awareness 
and website visits,’ she says. 

Marketing ROI is not black and white, 
warns Stone. ‘Nearly all clients have 

been influenced by a cocktail of events, 
publications and networking. You cannot 
pin it on single activities, which makes it 
difficult to measure the cost-effectiveness 
of any given campaign or event,’ he says. 

Then there’s the issue of timescale. 
‘Most clients do not come on board the 
week after first contact is made. It may 
take three months, a year or even three 
years, so you have to give it time for 
things to happen,’ adds Stone.

Practice leaders should also evaluate 
their firm’s marketing efforts. Royston 
Parkin’s external marketers run and 
present seminars for it. ‘Initially, they 
focused on the number of prospects, 
so we were getting a lot of startups and 
pre-startups, whereas we wanted mature 
businesses,’ says Froggatt. ‘It was our 
evaluation of the data on attendees after 
events that highlighted this issue.’

Finally, in a world awash with data, the 
practice leadership may have to invest 
in data analytics to give an indication of 
potential growth as a result of marketing 
activities. Gilchrist says: ‘The promise 
of increased analytical enquiry and 
evidence gives marketers an opportunity 
to develop robust, data-driven arguments 
for decisions and investments needed. 
This, combined with marketing’s creativity, 
may help marketers drive the brand and 
contribute in a meaningful way to the 
strategic direction of the firm, not as a 
cost, but as a value-adding asset.’ 

A marketing team with digital skills 
is important too. ‘Hiring personnel who 
have the ability to combine hard analytical 
skills with softer creative ones and brand 
management is key for developing 
differentiation from competitors and for 
leading growth,’ Gilchrist says. ■

Iwona Tokc-Wilde, journalist
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The view from
Alberto Bolongaro ACCA, finance shared services 
manager at CommScope, and agile champion

I work for CommScope, a US 
multinational that produces cable, 
antenna and networking facilities. I am 
responsible for the EMEA shared services 
centre (SSC), looking after sales offi ces 
in Europe, the Middle East and Africa. 
My team and I make sure all compliance 
items are completed in time (direct and 
indirect taxes, statutory accounts, audits 
and so on), payroll and expenses are paid, 
inter-entity loans/cash pooling/transfer 
pricing agreements are reconciled and 
calculated properly, books are closed and 
reporting is done each month.

I had the privilege to drive the setup 
of the fi rst fi nance shared services 
in my company. Previously all fi nance 
functions in EMEA were performed locally, 
either with internal resources or entirely 

outsourced to third-party providers. The 
creation of a fi nance SSC signifi cantly 
increased the integrity of the numbers in 
our enterprise resource planning system 
and consequently the reliability of the 
reporting generated by fi nance. Visibility, 
control and compliance with internal 
procedures were also very rapidly aligned 
with industry best practices, and we made 
substantial cost savings and improved 
fi nance’s ability to adjust to market 
conditions and demands. 

We are living in a constantly changing 
environment where the ability to adapt 
rapidly to new scenarios is increasingly 
important. Companies with an agile 
workforce and that are open to innovation 
are in a better position to compete. From 
a fi nance and accounting perspective, 
the best models to adopt to deliver this 
are often SSCs, centres of excellences or 
global business services.

For the sake of end users and 
customers, I would like renewed vigour 
and commitment by the relevant 
parties to improve network speed and 
facilities. This would have many positive 
implications, including the ability to easily 
download and upload data on internet, 
to increase storage space with cloud 
computing, and to improve quality of calls 
when using a mobile. 

Integrity is of paramount importance: 
it should be the foundation of all 
business activities and embedded in all 
of us. I learnt that lesson, even before I 
started working and it applies irrespective 
of the situation, industry or department 
– it must come fi rst and foremost. My 
professional career has helped me to 
understand and value cultural differences, 
and also to appreciate the contribution 
that we, individually and in teams, can 
make to build a better society. The most 
important lessons from a strictly business 
perspective are: cash is king, increase 
revenue, reduce costs, improve quality, 
and always look after your customers and 
keep them happy! ■
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Snapshot: hospitality 
and leisure
The hospitality and leisure sector is 
both familiar and highly dynamic, 
with plenty of established brands 
and lots of room for innovation.

It is currently seeing modest 
if uneven growth. Increased 
disposable income opens up the 
possibility of bigger ticket purchases, 
so outlets and destinations that 
benefi ted from the ‘staycationing’ 
trend during the downturn may 
struggle to maintain market share. 

Regulation is everywhere in 
hospitality and leisure, from tax 
to employment, and its familiarity 
means that the sector is also 
very affected by trends in public 
sentiment. The current focus 
on health issues, for instance, 
makes businesses operating with 
a licence to sell alcohol open to 
scrutiny, in addition to regulatory 
and tax issues. However, as a mass 
employer, the industry remains a 
powerful lobbying force.

As a place to work, this sector is 
attractive to younger people but it is 
also an industry that likes to hold on 
to its employees. Businesses need 
fi nance professionals with strong 
analytical skills and commercial 
awareness who can make very large 
volumes of data meaningful and 
who can match the pace of change. 
Barely any part of this sector remains 
the same as it was 20 years ago, 
with technology and social media 
particularly important features.

Simon Haydn-Jones, leisure audit 
partner, KPMG
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In 1998 Larry Page and Serge Brin 
changed the name of their creation – 
now the world’s leading search engine 
– from the not-so-catchy BackRub to 
the rather more memorable Google. 
With the power of hindsight it’s easy to 
see what a smart move that was, and 
arguably one that helped the brand 
become a household name worth 
billions of dollars.

It’s hard to imagine a brand called 
BackRub commanding such a price tag, 
or becoming a verb as ‘google’ has. But 
then again, just 16 years ago, google 
just meant the number 10 raised to 
the power 100. Today, Interbrand and 
Brand Finance’s 2014 surveys estimate 

Google’s value significantly above that, at 
$107.43bn and $68.6bn respectively.

The example illustrates the pace 
of change in brand names and their 
fluctuating values in today’s fast-moving 
business world. But despite the growing 
importance of brand equity – the value 
of a brand – a globally standardised 
approach to measuring brand value has 
yet to be developed.

Measuring up
That hasn’t stopped the proliferation 
of brand value surveys, none of which 
fully reveals the metrics behind its brand 
value calculations. However, despite the 
disparities, the studies do agree on one 

ranking – that of Apple at number one, 
although valuations differ widely.

‘Apple and Google’s meteoric rise to 
more than $100bn is truly a testament 
to the power of brand building,’ Jez 
Frampton, Interbrand’s global chief 
executive officer, said last October 
when announcing the 2014 results of his 
company’s survey. 

Brand valuation is a complicated 
art rather than an established science, 
although certain methodologies are 
now widely accepted when it comes to 
measuring, comparing and contrasting 
brand values over the years.

When identifying the 100 most valuable 
brands each year, Interbrand says it 

What’s in a name?
Valuing a company brand demands a complex mix of art and science that can produce 
wildly differing estimates, yet the bottom line is undoubtedly affected
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examines three key aspects: financial 
performance, influence on customer 
choice, and brand contribution to earnings.

Brand Finance applies one of three 
different measurements: market approach, 
costs approach or income approach, but 
typically uses the latter, which estimates 
the value of future income attributable 
to the brand and expresses this as a net 
present value.

Trigger event
With so much value attached to a 
brand, why do companies choose to 
change their names? One of the biggest 
name changes of recent times came 
at the end of last year, when BSkyB, as 
British Sky Boardcasting was commonly 
known, announced it was losing ‘British’ 
and ‘Broadcasting’ from its name and 
rebranding simply as Sky (see box). 
BSkyB was itself a product of the merger 
of Sky Television and British Satellite 
Broadcasting 25 years ago.

Jeremy Darroch, who remained 
CEO after the rebranding, said that the 
name change completed the company’s 
transformation into a pan-European, paid-
for TV business following the £6.88bn 
buyout of BSkyB’s sister companies in 
Germany and Italy.

There must, of course, be a clear 
case for a name change, with mergers 
and takeovers being the most common 
and understandable driver. Sky says it is 
dropped the word ‘British’ to reflect its 
pan-European target market and the word 
‘Broadcasting’ to reflect its migration from 
a pure TV company to a multimedia one. 

‘During a merger, brand is crucial to 
ensure confidence and support among 
existing employees and clients,’ says 
Matt Morris, director of Carr Consulting 
& Communications, who worked on the 
2013 rebrand of Quilter and Cheviot 
Asset Management as Quilter Cheviot. 
‘They want to know the firms are stable. 
It also allows the firm to instil a new and 
fresh image of what the company must 
stand for.’ 

Disasters, particularly public relations 
ones, can also trigger a rebrand, helping 
a company to distance itself from 
bad publicity. But rebranding doesn’t 
guarantee the business will be saved.

The most well-known PR gaffe was 
made by Gerry Ratner, founder of 
jewellery retailer Ratners, who described 
his own store’s goods as ‘total crap’ to 
a 5,000-strong business audience at an 
Institute of Directors conference in 1991.

Ratner’s description wiped £500m off 
the value of the company, forced stores 
to close and led to his summary dismissal 
from the board before the chain was 
rebranded as Signet Group. 

I got a feeling
People’s emotions and perceptions 
are one of the most important factors 
influencing brand values and turn what 
might otherwise be a science into an art. 
Brands are vulnerable to fluctuations in 
value because they depend so heavily on 
public opinion.

For example, in brand value surveys 
when consumers are asked to price a 
particular car, they may place different 
values on, say, Volkswagen, Ford and 
Mercedes marques, even though the 
same car is used in the survey with just 
the badges changed on the bonnet. In 
each case, the brand is seen to be worth 
around 10% of the retail value of the car.

‘It’s a highly emotional decision either 
in consumer or B2B brands,’ says Paul 
Hague, founder of B2B International, a 
business research company. 

The decline in popularity of Nokia 
is a little more complex but ultimately 
boils down to emotion. Nokia failed 
largely because it underestimated the 
importance of software on smartphones, 
but once the business had started to slide 
downwards, perception took over. In 2009 
Nokia was considered one of the most 
valuable brands in the world, claiming 
the fifth spot in the Interbrand survey with 
a value of $35bn. In its 2014 survey the 

Finnish brand had fallen to 98th position 
with a value of $4.1bn

Like a see-saw, as Nokia’s brand value 
went down, so Apple’s rose. In 2009 
Apple sat at number 20 in the survey with 
a brand value of $15.4bn. Five years on, 
the company is considered the world’s 
most valuable brand, worth $118.9bn, 
according to Interbrand’s 2014 study.

To truly assess the value of a brand, 
a company has to be sold, and buyers 
and sellers will inevitably differ in their 
estimations of value placed on a brand for 
obvious reasons.

‘One of the challenges boards face 
today is the faster pace of change made 
possible by new media. Technology stocks 
are very vulnerable to that change. But 
cars, for example, are too. In the past those 
transient changes were slower and you 
could handle brands better,’ Hague says.

Brands today aren’t as resilient as they 
once were. Consumers are less forgiving 
and, ironically enough for technology 
businesses, technological advances and 
mass media mean that shoppers are 
much better informed, more quickly. That 
applies to business-to-business brands as 
much as to consumer brands.

Even though there are difficulties in 
measuring brands accurately since the 
value of a brand is merely a promise 
delivered and that can change overnight, 
it is clear that brand value can have a 
major impact on a company, and may 
even ultimately sound its death knell. ■

Michelle Perry, journalist

Shorts in fashion

Trends in brand names come and go. In recent 
years one-word names have become popular – 
Google, Apple, Amazon, Nike, eBay, Orange, 
and so on. It’s a trend that is still going strong, 
with the need for a snappy URL likely to be one 
of the drivers. Of the top 100 global brands, 65 
have one-word names, 16 use acronyms and the 
rest have two-word brand names, such as Land 
Rover or Harley-Davidson.

The trend isn’t exclusive to consumer 
brands. A few years ago, Big Four audit firm PricewaterhouseCoopers became 
PwC, and more recently Ernst & Young rebranded as EY.

Companies are increasingly dropping geographical names too as they target 
global markets. British Airways became BA, while British Sky Broadcasting recently 
dropped both ‘British’ and ‘Broadcasting’ from its name to become simply Sky.

Meaning doesn’t necessarily figure in the search for a new name; connotation 
or multilingual ‘pronounceability’ may be more important. Accenture, for example, 
is currently 44th among the top 100 brand names and worth $9.9bn.
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Digital advance
The world’s richest countries have been the 
biggest benefi ciaries of the ICT revolution

A spur for business and wellbeing

Singapore tops the Networked Readiness Index, 
according to the World Economic Forum’s Global 
information technology report 2015. The index 
measures capacity to leverage information and 
communication technology (ICT) for competitiveness 
and wellbeing. The top 50 includes 44 of the 50 high-
income economies covered; the highest-ranked upper-
middle-income country is Malaysia.

As many handsets as there are humans

There are as many mobile subscriptions as there are human beings on the planet. Nevertheless, half the world’s population are 
without a mobile phone and 450 million people remain out of reach of a mobile signal.

New digital divide opens up

Progress made in improving national competitiveness 
may create or deepen domestic inequalities if the 
digitally unconnected end up becoming second-class 
citizens.

90% of the population in low-income countries is 
not online yet

60% of the population of the world is not 
online yet

Biggest digital leaps forward 

Soviet Union successor states dominate the top 10 ranking 
of countries that have seen the biggest rise in their 
Networked Readiness Index score since 2012.

For more information:

The World Economic Forum’s Global information 
technology report 2015 can be downloaded at 

tinyurl.com/WEF-IT-2015
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in resolving disputes. ‘Suing a state is always hazardous, and in 
many countries it’s impossible.’

There is a strong feeling among international arbitrators 
that there are countries where a lack of independent dispute 
resolution could make investors think twice about putting money 
into a project. ‘A number of empirical studies suggest that 
investment treaties, in conjunction with other trade agreements 
and arrangements, are a factor impacting investment flows to 
particular states,’ says Cannon. ‘If states decide to remove ISDS 
and require investors to subject themselves to the national courts 
in the event of a dispute, this may affect investors’ decisions.’

Open to abuse
But critics say that some companies are using ISDS to oppose 
perfectly reasonable public policy decisions. They point to 
tobacco giant Philip Morris Asia, which is suing Australia under 
the terms of the Australia-Hong Kong bilateral investment treaty 
for insisting on plain packaging for cigarettes. The tobacco firm 
claims the packaging rule impairs its investment.

‘The public is concerned about the process because in some 
high-profile cases they see challenges being brought against 
legislation that states have made in areas they think are entirely 
justifiable,’ says Cannon.

Some companies have brought what Gordon calls ‘slightly 
more speculative’ claims. Some of these are from companies 
that set up one-off special purpose vehicles to fund a project in 
an overseas country. If the project runs into official opposition 
or interference, there is less to lose than for a company that 

wants to develop an enduring business 
relationship with the country. 

Part of the problem lies not so much 
in the ISDS principle as its execution. 
Many bilateral investment treaties 
are vaguely worded, which leaves too 
much scope for disagreement, says 
Gordon. The European Commission is 
focusing on two key areas as it seeks to 
tighten future ISDS agreements. 

The first is to limit the ‘indirect 
expropriation’ concept to exclude 
legitimate policy changes such 
as phasing out renewable energy 
subsidies. The EC wants ISDS treaties 
to spell out how to decide if a measure 
constitutes ‘indirect expropriation’ or is 
a legitimate policy decision.

Compensation culture
Although it has become a central tool of world trade, the investor-to-state dispute 
settlement process is under challenge as countries pull out. So what does the future hold?

When Churchill Mining, a London Stock Exchange 
AIM-listed company, invested in a new coal mining 
project in Indonesia, it had high hopes of building 

a long-term profitable business. The coal reserves at East 
Kutai, in Indonesia’s province of East Kalimantan on the 
island of Borneo, were estimated at 2.8 billion tonnes and 
valued at US$1.8bn. But before long the project turned sour 
when government officials revoked mining licences held by 
Churchill’s local part-owned subsidiary.

Churchill took its case to international arbitration using long-
standing investor-to-state dispute settlement (ISDS) procedures 
to seek compensation, which could be as high as US$1.05bn. 
But although Churchill has won the first stage in the process, 
major ISDS cases often last many years, and the Indonesian 
government is fighting the claim every step of the way.

At a crossroads
There are more than 3,400 trade agreements around the 
world that include ISDS provisions, but there is a sense in the 
international community that the process is at a crossroads. 
Although ISDS has been around for about 50 years – and used 
more intensively during the past 15 – it is now under challenge.

Several countries, including Indonesia, Venezuela and South 
Africa, have announced that they intend to pull out of trade 
agreements that include ISDS. When the EU tried to include ISDS 
in its proposed Transatlantic Trade and Investment Partnership 
(TTIP) with the US, it was swamped with nearly one-and-a-half 
million protests. The EU has since put ISDS on the back-burner 
pending further consultation at a later 
stage in the TTIP negotiations.

‘These are interesting times, with 
ISDS under scrutiny as never before,’ 
says Andrew Cannon, a specialist in 
international arbitration at the law firm 
Herbert Smith Freehills.

In the past few years as international 
investment flows have grown, ISDS 
has become an essential tool of world 
trade. ‘Countries have realised that 
the only way you’re really going to 
encourage investment is if you provide 
a mechanism for the independent 
and neutral resolution of disputes 
involving the state,’ says Charles 
Gordon, a mediator and arbitrator at 
JAMS International, which specialises 

‘Critics say that 
some companies 

are using the 
ISDS process to 

oppose perfectly 
reasonable public 
policy decisions’
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The second is tightening up the standard for ‘fair and 
equitable treatment’, a concept previously largely undefined 
in most investment treaties. The EC wants this limited to issues 
such as manifest arbitrariness, abusive treatment (such as 
coercion) and failure to respect the principles of due process.

Regulation challenge 
Both investors and governments would benefit if ISDS was more 
predictable, with clearer rules and previous cases providing 
binding precedents. But Cannon points out that it would be 
difficult to impose precedent on a patchwork quilt of more than 
3,000 treaties. 

International trade dispute lingo 

* Bilateral investment treaty (BIT). An agreement between two countries or groups of countries that provides for the tariff-free 
exchange of goods and services or opens markets to inward investment. More than 3,400 BITs are in force around the world.

* Foreign direct investment (FDI). Investment by an entity in one country in an entity, usually a company, in another. 
Increasingly, disputes centre around which investments are covered by ISDS.

* International Centre for Settlement of Investment Disputes (ICSID). Part of the World Bank, based in Washington DC, 
with over 150 countries signed up. It supports international arbitration and conciliation proceedings, such as those in the 
Permanent Court of Arbitration in The Hague and the London Court of International Arbitration. 

* Investor-to-state dispute settlement (ISDS). Essentially a legal instrument that allows a foreign direct investor to bypass 
the domestic courts of the country in which it has invested and ensure that a dispute is settled by an independent tribunal.

* Transatlantic Trade and Investment Partnership (TTIP). Proposed free trade agreement currently under negotiation 
between the EU and US. Proposals to include ISDS in TTIP caused a storm of protest, delaying further negotiation. 

* UN Conference on Trade and Development (UNCTAD). Main UN body dealing with trade, investment and development.

* UN Commission on International Trade Law (UNCITRAL). Focuses on reform and harmonisation of international trade laws.

‘There is more of an argument for an appellate mechanism 
with some form of binding precedent when you’re talking about 
case law within the context of one treaty,’ he says.

Many companies that think an ISDS-driven complaint is a 
route to riches are disappointed. Most claims are dismissed and, 
where damages are awarded, they tend to be a lot less than 
claimed, says Gordon. And the cost of bringing a big case can 
run into millions. The three arbitrators in the Churchill Mining 
case are each paid US$3,000 a day. Taking on the might of a 
sovereign state doesn’t come cheap. ■

Peter Bartram, journalist
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Under embargo
Economic sanctions are complex and in a constant state of flux. So how can companies 
avoid jeopardising business opportunities while staying on the right side of the law?

For example, this year has seen alterations in the US sanctions 
regime for Cuba, Russia and Iran. 

Complying with changing sanction regimes is not easy, 
according to David Whitehouse, PwC director, export controls. 
‘In the UK, for example, a company doesn’t just have to comply 
with relevant UK legislation but EU and extra-territorial, and 
often these will not overlap.’ Whitehouse says many companies 
adopt a one-size-fits-all approach, with policies and procedures 
that are compliant with any authority. ‘They go with the most 
robust regulatory environment, and that tends to be the US.’ 

Whitehouse agrees that the ever changing nature of the 
controls and the regulations is a problem: ‘One of the challenges 

companies face is keeping on top 
of that change.’ Perhaps it is not a 
surprise, Stocker adds, that there is 
often a degree of interpretation over 
the exact meaning of the restriction. 
‘Can a lawyer document a contract? Or 
is that facilitating a transaction? If you 
are not on your guard, companies can 
find themselves party to an unlawful 
transaction. It happens all the time.’

German companies have been 
particularly unhappy about EU 
sanctions on Russia. Early last year 
BASF, Siemens, Volkswagen, Adidas 
and Deutsche Bank were all mentioned 
in the German and international press 
as pressuring their government to ease 
off the sanctions throttle. 

Acompany director in the UK was jailed for 30 
months in March 2014. Gary Summerskill’s offence 
was to ignore trade sanctions by exporting over 

£3m of banned products. In addition to the jail sentence, 
Summerskill and the company, Delta Pacific Manufacturing, 
were told to hand over a total of £1.14m of criminal profits. 
During the investigation by HMRC, details of which were 
revealed in November 2014, Summerskill was found to have 
attempted to conceal the illegal export of alloy valves to 
Iran. In the UK, alloy valves are subject to an export ban to 
various countries including Iran because of their potential to 
be used in the construction of weapons.

While most embargoes involve arms and defence, it is often 
the economic sanctions that hit the headlines. Russia is a recent 
example; Rhodesia (now Zimbabwe) is one from the history 
books. It was 50 years ago this year – 1965 – that Britain, joined 
by others, imposed an escalating set of economic sanctions on 
Rhodesia, which culminated in a total ban following the unilateral 
declaration of independence (UDI) by the white minority regime. 

Economic sanctions are legal restrictions on dealing with 
individuals, companies or even countries that have fallen out of 
favour for whatever political reason. These sanctions will vary in 
severity and in type. For instance, in September 2014 Russia’s 
largest banks, oil producers and defence companies were cut 
off from international finance and technology as a result of 
economic sanctions by the US and Europe designed to escalate 
western political pressure over Ukraine. Usually there are some 
limited exemptions where essential legal or medical services may 
be provided under licence. 

Web of regulations
While deliberate flouting of sanctions 
appears to be rare, many companies 
can inadvertently find themselves on 
the wrong side of complex, fast-moving 
and multijurisdiction regulations. 
Sanctions imposed by the United 
Nations, the US or the European 
Union fall into two broad types: trade 
embargoes and asset freezes. 

Tom Stocker of law firm Pinsent 
Masons says: ‘The problem with 
sanctions for companies is that they 
can virtually come in overnight, and so 
businesses need to have a monitoring 
regime in place to keep up to speed.’ 

‘No one wants 
to be on the 

front page of the 
newspaper for, 
say, exporting 

chemicals to the 
Syrian regime’

Key risks

Compliance with sanctions depends on understanding 
where the key risks lie. David Whitehouse of PwC suggests 
the following three lines of defence:

* Operational: employing the right personnel, ensuring 
correct training, understanding the red flags and 
knowing communication and escalation procedures.

* Compliance and in-house legal team: responsible for 
up-to-date policies, training and awareness, which has 
to be sector-relevant.

* Internal audit: looking at non-financial procedures and 
risk, and considering how to mitigate the risk.
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▲ Friends or foes?
Top left: German chancellor Angela Merkel 
with Russian president Vladimir Putin – 
Germany does more trade with Russia than 
any other EU state 

Top right: Cuban president Raúl Castro and 
US president Barack Obama meet as a first 
step in lifting a US sanctions regime that has 
run since 1962

Bottom: British prime minister David 
Cameron meets Iranian president Hassan 
Rouhani as a tentative nuclear deal paves the 
way for an end to sanctions against Iran

BASF (slogan: ‘We create chemistry’) 
said in a statement: ‘Economic sanctions 
are a political instrument. The EU has 
decided to impose sanctions and we will 
adhere to them. We have assessed the 
sanctions imposed by the EU and US on 
Russia and currently see limited impact 
on our business. We cannot say how 
the sanctions will ultimately affect the 
business climate, which could have a mid 
to long-term impact on our activities.’

Germany leads the pack in terms of 
trade with Russia, with €75bn of business 
in 2013, and Russia maintains a ‘this is 
hurting you as much as me’ stance over 
the measures. 

Unsurprisingly, views differ: one expert suggests that German 
business is prepared to adopt a more risky approach than UK 
companies in negotiating a way through sanctions. And while 
some banks seemed prepared to carry on financing Russian 
business – complying with the sanctions regimes all the way, 
of course – other finance has evaporated. Syndicated loans for 
Russian raw-material companies fell 82% in the first six months 
of 2014 from a year earlier to a five-year low of $3.5bn, data 
compiled by Bloomberg shows. The slump significantly outpaced 
the 2% decline in global commodity borrowing.

Sensitive area
Whatever the country affected, 
sanctions are clearly a sensitive area for 
multinationals. BP declined Accounting 
and Business’s request for an interview 
but a press spokesman said that 
the company had comprehensive 
compliance programmes, experts and 
legal teams. He added that the company 
also used external advisers. 

Companies monitor the progress 
of sanctions on different regimes 
depending on individual strategic 
interests. It is clear from the BP annual 
report, for example, that Russia and Iran 
currently interest the energy giant most. 

Even the Confederation of British Industry (CBI), the 
normally voluble voice for UK business, declined to comment 
on how businesses deal with sanctions beyond a spokesperson 
saying: ‘In this sensitive, changing political situation, business 
understands the bigger picture. There are well-established trade 
links between the UK and Russia, so close cooperation between 
business and government remains critical.’

However, the CBI issued a briefing for its members on 
sanctions at the end of March 2015, noting the major changes in 
the US sanctions regime against Cuba, Russia and Iran. »
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Sanctions and other key controls

* Product controls through the military or ‘dual-
use’ list. The dual-use list covers products that have a 
legitimate, commercial end use but could also have the 
potential for a more nefarious purpose.

* End-use controls on products that don’t meet the 
technical specification for the military or dual-use 
list. Governments realise that to control everything 
that could be of use to a terrorist or weapons of mass 
destruction (WMD) programme would bring world 
trade to a grinding halt but companies still require an 
export licence under this control for many goods. 

* Denied parties list. Published by the US government, 
this lists individuals and entities denied export 
privileges. Companies need to screen their supply 
chain against the various lists from different authorities. 
This has to be built into supply chain processes.

* Destination controls/sanctions. These include arms 
embargoes, limited sanctions or full-scope sanctions 
on particular countries and regimes. Measures include 
export bans and financial sanctions on government or 
terrorist groups and individuals within them.

For more information:

Read the CBI’s briefing on major changes in US sanctions 
regimes at tinyurl.com/CBI-sanctions

Guy Sander, of investigation firm Arig and formerly of HMRC, 
says: ‘Companies’ reluctance to speak is because they don’t 
want to be associated with the possibilities of sanctions in any 
way.’ That reluctance has grown, with the US imposing huge 
fines, particularly on banks, for sanction breaches – for instance, 
a US$100m fine in December 2013 for RBS, and US$300m for 
Standard Chartered a year earlier, in connection with sanction 
violations in Iran, Burma, Libya and Sudan. 

While big corporates and banks may have greater resources 
to ensure compliance, smaller firms involved in exporting face 
exactly the same risks. For example, Sander says a company 
may be offered a contract to supply accounting software to a 
distributor in Dubai without thinking that the contract could end 
in a supply to Iran. Even some basic research would uncover the 
fact that the deal could be illegal. He suggests some careful in-
house research could pay dividends, as well as seeking external 
expertise if the answer is still not clear. The basics are plain: every 
company should know and check regularly whether their product 
or service is subject to any trade restriction, and they should 
check whether any counterparty is connected to a person subject 
to sanction.

Sander makes the point that companies should check out the 
advice on the government websites and talk to the civil servants. 
‘BIS [the UK’s Department for Business Innovation and Skills] is 
very helpful. It is not setting out to destroy British industry.’

Reputations at risk 
As well as the eye-watering fines, one of the biggest risks of 
becoming embroiled in sanctions breaking is reputational 
damage. Whitehouse says: ‘No one wants to be on the front 
page of the newspaper for, say, exporting chemicals to the 
Syrian regime. If companies don’t have effective and efficient 
compliance programmes, they will face delays in shipping 
or transferring goods or assets, and that places you at a 
competitive disadvantage.’

Loss of reputation has direct effects. Whitehouse says that 
many US businesses will simply not deal with a company caught 
up in a sanctions scandal. Nor increasingly will the banks. Stocker 
says: ‘The reason this is a sensitive area is that if a company is 
found to have breached sanctions, they could be subject to 
enforcement, and their bank is likely to pull any facility as a result.’

Breaking an embargo or sanction nearly always involves 
the transfer of money, which in the UK brings in the Proceeds 
of Crime Act and money laundering provisions. And given 
the tough times banks have had on the issue at the hands of 
regulators, it is perhaps understandable that they just don’t want 
to know. ‘Banks’ risk threshold for this is so low,’ says Stocker. 
‘They won’t touch any business that could relate to sanctions or 
embargoes. And that means that any companies caught up in it 
could have real difficulty accessing finance.’

Banks are now being proactive in their approach. Stocker 
says that the cautious approach of banks is extending to them 
contacting clients (starting with major internationals), seeking 
warranties and undertaking that they are not engaging in any 
sanction-busting activity.

All this suggests that any corporate should be looking at their 
risk of breaking sanctions – especially now that there has been 
a renewed focus on how conventional industrial goods may be 
used for terrorist purposes – with most companies accepting the 
role of sanctions in promoting global stability. Stocker suggests 
that governments could do more to communicate the likely 
timescale of regulatory action. That would help companies plan 
better and even prepare to take advantage of sanctions lifting. 

He has sympathy for companies that are trading, perhaps 
representing a significant investment, and find their business 
operations in foreign countries suddenly extremely challenging 
or simply unlawful. ‘If their business has been closed down 
because of foreign policy, perhaps there should be some sort of 
compensation scheme.’

That looks unlikely, even if politicians and governments 
maintain their record of using economic and business 
sanctions as an important weapon in their diplomatic armoury. 
And so business should be taking compliance seriously. 
Whitehouse suggests that the issue is moving from logistics 
to compliance, with the board increasingly keen to ensure 
they are getting it right in order to avoid prosecution or 
enforcement action. ■

Peter Williams, journalist
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All eyes on the future
A new report by ACCA and IMA (Institute of Management Accountants) finds 
that finance functions need to adapt quickly to the demands of the modern world

most significant influences affecting the 
top finance job (see chart).

Organisations of all sizes are seeing 
not only economic uncertainty but 
increased competition and disruption 
in the form of new market entrants and 
radically different business models. 
Senior leaders are looking for more 
and better information on which to 
plan a strategy in a world where they 
are forced to take more calculated risks 
and encourage innovation in their own 
organisation in order to drive growth. 

Broader risks to the fore
CFOs see this happening – the report 
found that 79% agreed that the » 

T he role of the CFO is 
becoming more complex and 
demanding as the business 

world responds to economic 
volatility and innovative technology 
changes the way we all work, 
according to a new report.

The research, Tomorrow’s finance 
enterprise, is based on the views of 
1,631 ACCA and IMA members from 
around the world on the priorities 
for current and future CFOs and the 
skills they will need to meet future 
demands. It found that CFOs and 
their organisations are preoccupied 
with economic volatility and risk; the 
participants named these as the two 

‘CFOs are so 
used to seeing 
things in just 

black or white, 
but we don’t have 
the luxury of that 

any more’
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finance function will be focused on 
broad business risks and not just on 
finance risks in the future – but the 
forces that are creating this change 
are also impeding CFOs’ ability to 
help. Amir Hafiz, CFO of TDM and 
one of the senior finance professionals 
interviewed in-depth for the study, 
said that CFOs are increasingly in the 
spotlight over ‘the performance gaps 
between what the business wants 
to achieve and what it actually does 
achieve. To make sure that strategy is 
translated into results is an integral part 
of the CFO’s role.’

The report argues that economic 
volatility and a fast-changing 
world decrease the capacity of the 
finance function to plan and forecast, and impair the ability 
of CFOs to give rapid and accurate support to the rest of the 
C-suite in their decision-making. 

The need for the CFO and finance function to adapt to 
a world of far greater ambiguity is a theme running through 
the report. Quin Thong, finance director, Greater China, for 

Baronsmead Consulting, sums up the 
dilemma: ‘CFOs are so used to seeing 
things in just black or white, but we 
don’t have the luxury of that any more.’

Smarter service delivery
The report argues that smarter delivery 
of finance services is essential. There 
is already evidence that CFOs are 
placing a greater emphasis on their 
role in business strategy, but the report 
makes the point that it is imperative 
that the finance function has the right 
operating model – agile, scalable 
and capable of meeting the changing 
needs of the organisation. The finance 
team, says the report, ‘must ensure the 
right processes, systems and metrics 

are in place to aid strategy execution, deliver richer information 
insights and drive cost and process effective finance operations’. 

The report identifies a number of areas where finance 
professionals will have a critical role to play in the near future. 
One feature of modern business is that the assets driving 
corporate wealth have changed in the knowledge economy; 

The most important influences on the future CFO role

Economic volatility

Risk challenges

Technology and information

Growing regulation

Access to capital and funding

0% 10% 20% 30% 40% 50%

The top five interventions considered necessary for developing future CFOs

Effective succession planning

Exposure to coaching/mentoring

Mobility to and from finance

Strategic workforce planning

Transparency of career paths

0% 10% 20% 30% 40% 50%

The assets driving 
corporate wealth 

have changed; 
intangibles such 

as data, branding 
and talent have 

become central to 
value creation
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For more information:

Read Tomorrow’s finance enterprise at  
www.accaglobal.com/ab/188

The most important areas of technical 
knowledge needed by future CFOs

1
Strategy

validation, 
formulation

2
Finance
insight

and analysis

3
Financial
planning

4
Risk

management

The most important future CFO relationships

1
The CFO

2
The board

3
Business 

heads

4
Investors

The most important future management skills 
needed by CFOs

1
Leadership

skills

2
Communication

skills

3
Change

management

4
Strategic
thinking

intangibles such as data, branding and talent have become 
central to value creation. This has a number of implications for 
the finance function, which are discussed in the report. Data 
quality and collection, for example, will be central to success and 
the finance function, says the report, ‘will have a critical role to 
play in getting their organisation’s basic data right as a starting 
point for better decision making’.

‘Enterprises that use the data at their disposal drive 
competitive advantage,’ agrees Jamie Lyon, head of corporate 
sector at ACCA, but challenges remain in finding data that will 
enable finance to track, report and help the organisation take the 
right commercial decisions.

Technological transformation
Technology will, of course, also transform the finance function 
itself over time; 78% of the CFOs questioned for the study 
said that they believed many standard finance processes 
would be automated in the future. At this stage, though, the 
rate of innovation in technology and data collection is, in the 
view of many CFOs, creating too much confusion. ‘The current 
finance technology landscape remains overly complex for 
most, and simplification is sought,’ says the report. ‘The 
CFO function needs to get better at influencing the business 
on the information that really matters. It must articulate 
the outcomes it is trying to drive and use the right data to 
report effectively.’ 

Rita Purewal, CFO of Wolverhampton Wanderers Football 
Club, makes the point in the report that the availability of data, 
and our increased ability to analyse it, has raised expectations 
of what finance professionals can and should deliver. CFOs 
and the finance team are more than capable of rising to the 
challenge, but it is also important to understand that the skills 
– and especially the leadership qualities – demanded of finance 
professionals has changed.

The report says that volatility, risk, customer centricity 
and other modern challenges are demanding new levels of 
leadership performance: ‘For the CFO function, the classic 
challenge now is how to transform talented individuals 
from having a narrow focus on functional perspectives to 
embracing the broader strategic CFO leadership capabilities 
needed in this environment.’

Communication skills and the ability to think strategically 
and innovatively are fast becoming prized skills, and the CFOs 
interviewed for the report acknowledged that they needed to 
have a far greater understanding of business than in the past – or 
at least know enough and have the confidence to gather people 
around them who together, produce the best result. ‘The scope 
of a CFO’s responsibility has become so big that you cannot be 
an expert in every area,’ said Holger Lindner, CFO of TÜV SUD. 
‘Do you need to have experts? Yes. Do you need to understand 
what they say? Absolutely. But do you need to be able to be the 
expert in every area? I don’t think so.’

The report concludes that traditional finance career paths 
should now ‘rest in peace’ and that finance departments need 
to think quickly about how they ‘future proof’ the potential 

talent gap. ‘One of the biggest questions facing the future CFO 
function is this: where will your future finance leadership talent 
come from?’ says Lyon. ‘It’s a critical question, and businesses 
need to think very carefully about how they will develop the next 
generation of finance leaders.’ ■

Liz Fisher, journalist
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Career boost
Dr Rob Yeung explains how to exploit the chameleon effect to win colleagues over 
to your way of thinking. Plus, dress code in the offi ce, and non-stop stress syndrome

Dr Rob Yeung is 
an organisational 

psychologist and coach at 
consultancy Talentspace

Talent doctor: mimicking

Imagine for a moment that you are 
shopping in a high-street store for 
a gift – perhaps for a speaker dock 
for a friend’s smartphone. As you 
are browsing, a woman wearing the 
store’s uniform approaches you.

What factors might affect your 
decision to make a purchase? Probably 
price, the range of goods on display, 
the salesperson’s product knowledge, 
helpfulness or even her warmth and 
personality. But you wouldn’t be 
infl uenced by the number of times she 
scratches her head, would you?

Actually, you might.
In a recent study, French researcher 

Nicolas Guéguen trained sales 
assistants at a department store in 
the subtle art of mimicking customer 

behaviour: if customers smiled, the sales 
assistants did likewise; if they touched 
their hair or crossed their arms, then so 
did the assistants.

The sales assistants were instructed to 
copy any customer’s behaviour no more 
than fi ve times during an interaction. They 
were also told to wait three to four seconds 
before doing so so that their imitation 
would not be apparent to customers.

A researcher nearby surreptitiously 
noted which customers actually made a 
purchase: 63.4% of customers who had 
not been mimicked made a purchase, 
while 81.5% of customers who were 
mimicked made a purchase.

But that’s not all. Further researchers 
followed customers out of the building to 
interview them about the sales process. 

Assistants who had mimicked were 
generally rated as not only more 
friendly and agreeable but also more 
competent than those who hadn’t.

Acting as a social chameleon by 
copying a customer’s behaviour not 
only boosted sales, it also affected 
customers’ perceptions of both the 
friendliness and even the competence 
of the sales people. And all of that in 
the mere minutes it took to chat to a 
customer in a store.

Studies have shown that the 
chameleon effect works in other 
situations too. Negotiators who 
subtly imitate the body language 
of their counterparts tend to secure 
better deals. Fundraisers who mimic 
potential donors get bigger fi nancial 
contributions for their charities.

But it has to be done subtly. Do too 
much or too obviously and people may 
think you’re trying to mock them.

Anthropologists believe the 
tendency for humans to mimic each 
other may be a social bonding 
technique. Without exchanging a 
single word – mimicking may have 
developed before spoken languages 
appeared – mimicking helps humans 
show they are similar, in sync and 
collaborating rather than competing.

Like a form of unspoken empathy, 
the chameleon effect is one of the 
most robust fi ndings in psychological 
science. So the next time you’re 
looking to win over a colleague or 
client, remember that people who 
engage in subtle mimicry are not only 
more persuasive, but also seen as 
more capable and likeable. 

It pays to think about not only what 
you say but the dance of your body 
language too. ■

For more information:

www.talentspace.co.uk

@robyeung
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The perfect: work dress code 

When it comes to formulating a dress code at work, corporate history is littered with errors 
– some understandable, some absolute howlers. How exactly UBS found it in themselves 
to pronounce on the colour of employees’ underwear, for example, is anyone’s guess. Yet 
such apparent presumptions flag up a familiar management issue. Some employees know 
instinctively what is expected of them, others appear to need very specific guidance.

Dress codes need to speak to both groups. On the one hand, their authors might and 
often do include prescriptive details on skirt hem lengths as well as mentioning that flip-
flops are forbidden. On the other, they need to give an overall sense of the professional or 
perhaps business casual look that is expected. The more detail they provide, the better. 

According to Kim Winser, the retail force behind Pringle, Aquascutum, and now Winser 
London, business dress acts as a visual communication tool. She explains why it’s important: 
‘If you get it wrong, unfortunately people will spend more time looking at you than listening 
to what you are saying.’

If finance professionals err towards the conservative, they won’t go far wrong, she says. 
Beyond that, she advocates reflecting the sector you work in and buying quality fabrics, as 
they will look good all day.

And think ahead: ‘The more time you put into this in advance, the better,’ she says. ‘It will 
take enormous pressure off your day.’

Upbeat update
The Organisation for 
Economic Co-operation 
and Development (OECD) 
has reported in its quarterly 
employment update that the 
global economic outlook 
is positive, with many 
countries demonstrating 
positive employment growth 
in the second quarter of 
the year. However, Europe 
was a divided region, with 
employment increasing in 
countries such as the UK and 
Germany, while others such 
as Italy experienced a 0.5% 
decline in employment. 

The update reports 
employment in Japan as on 
the rise but flat in the US. 

Skills drift away from 
jobs in China
The New York Times has 
reported that China is 
experiencing a growing 
mismatch between its skills 
pool and the job market. 
Urbanisation and economic 
growth in the country have 
benefited hugely from a ready 
supply of migrant workers 
from rural areas. But this pool 
of talent is not bottomless 
and migration has slowed 
markedly, in part as a result of 
higher salaries in agriculture. 
The expected salary rise for 
migrant workers who move 
away from rural jobs has also 
softened by between 8% 
and 20%. 

This issue of supply and 
demand is also present 
in another section of the 
population: China produces 
twice as many university 
graduates, nearly seven million 
a year, as it did 10 years ago, 
but there are only 88 jobs 
available per 100 graduates. 
This uneasy balance is a 
growing concern for the 
country’s leadership.

Non-stop stressing
For those professionals who 
are feeling stressed, join the 
club. A recent survey by Axa 
PPP Healthcare found that 

one in four British senior 
managers, executives and 
chief executives are in a 
near-constant state of stress. 
Among senior managers, this 
figure increases to more than 
half of the 1,000 respondents. 

The key factors 
contributing to stress include 
financial worries, job insecurity 
and workload. While the 
majority of those surveyed 
identified the workplace as the 
source of most of their stress, 
a quarter of bosses felt that 
their home life generated the 
most stress.

Accountants 16th
An influential report by US 
News & World Report, which 
ranks the 100 best jobs in 
the US of 2015, has put 
‘accountant’ at 16th on the list. 

Citing the appeal of 
accountancy in particular 
for students with a natural 
disposition towards 
mathematics, the report also 
stated that the US Labor 
Department predicts more 

than 166,000 new jobs will be 
created in the sector by 2022. 

Other jobs in the top 
100 include financial adviser 
(ranking: 25); bookkeeping, 
accounting, audit clerk (40); 
financial analyst (65); financial 
manager (69); and compliance 
officer (84). Dentist was ranked 
best job of 2015. ■

Compiled by Adam Akbar
Bronzegate.co.uk
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Death benefits
The funeral sector offers many possibilities for growth, but the emotional barriers to 
reinventing the industry must be overcome, explains Tony Grundy

Ripe for the picking
Looking at the five aspects of competitive 
pressure listed above (sometimes known 
as Porter’s five forces), you would have 
to conclude that this is a rather attractive 
industry – indeed, as no force is actually 
negative, it is a ‘five-star’ industry. Such 
industries are characterised by high returns 
on net assets and stong economic value 
creation. And this gets better where there is 
some market growth. 

Indeed it is not impossible to achieve net profit as a 
percentage of sales nearing 20%. The industry is also relatively 
free of regulatory pressures that might push up costs and 
squeeze margins. However, on the flip side, that does mean 
lower regulatory barriers to entry, leaving the industry structure 
potentially vulnerable.

This means that the industry is similar in many ways to the 
weddings business, some areas of pharmaceuticals such as the 
IVF market, the adult electronic gaming industry, and others 
where there are strong buying habits (maybe even quasi-
addictive ones). All of these markets exhibit more naturally 
easy ways of making money than those one, two and three-
star industries that economists would describe as ‘partly or 
fully commoditised’. 

Not only are the forces of competitive pressure crucial 
determinants of profitability and return, but these industry 
structures and dynamics are ones that can be reshaped. 

For example, in a classic UK 
television documentary some 
years ago, former undertaker and 
entrepreneur Howard Hodgson told 
of how he led the transformation of 
the industry through a combination 
of acquisition, consolidation, value 
innovation and cost management. In 
his book How To Become Dead Rich 
Hodgson set out his vision of how to to 
run his funeral business as economically 
as possible, with an efficient set of local 
operations providing up to several 
funerals in a day, making much better 
use of facilities such as cars, storage 
and sales facilities. Alongside this he 
pioneered a more extensive range of 
services, optimising the average price. 

MBA thinking can be applied just 
as well to more mature markets 
as to new and fast-growing 

sectors. In traditional corporate planning, 
truly attractive industries are thought 
to be those that are, or are about to 
become, high growth. But growth 
potential can also be latent. 

For instance, before the early 2000s 
it was felt that the healthclub market 
had expanded as far as possible – until 
Matthew Harris, CEO of FitnessforLess, saw budget gyms as a 
growth sector (see previous article, December 2014).

One industry with hidden potential is the funeral sector. 
Between 1980 and 2000, the funeral care market actually grew in 
the UK, with the average spend going up in real terms. Families 
were prepared to spend more on this product of considerable 
emotional value. The value of estates grew too. In addition, 
not only was more spent, on average, on the whole funeral 
process; spending on the core product also went up – the 
services associated with the ‘disposal’ itself (including a reported 
increase in embalming). 

The actual market size has thus increased, even though 
demographics have reduced the death rate in the UK. So sales 
growth rate as a key driver of economic value has been very 
positive. Who would have thought of the funerals market as a 
growth sector?

Value creation in a given industry is driven by the existence 
or otherwise of ‘competitive pressure’. 
This is critical in determining the second 
key driver of economic value: operating 
profit margin, or return on sales. 
Competitive pressure here means:

* buyer power: very low

* supplier power: moderate

* competitive rivalry: low

* substitutes: extremely low

* entry barriers: see below.
Entry barriers vary: although the 
economic entry barriers are not that 
huge, the psychological ones are 
actually very high indeed, as dealing 
with corpses seems to carry with it a 
certain stigma. The funeral director 
is arguably a less appealing type of 
finance director.

The psychological 
entry barriers 
are very high, 

as dealing with 
corpses seems 

to carry with it a 
certain stigma

‘How to’ video 

See the latest in our series 
of management and strategy 
videos by Tony Grundy – on the 
importance of a strategic vision 
– at www.accaglobal.com/
ab/191
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This hugely widened operating profit margin and increased 
return on net assets.

This vision became the model of the Great Southern Group, 
which Hodgson sold out to and which, after a period of being 
owned by US company Service Corporation International, is 
now called Dignity, one of the UK’s top players. These changes 
also reduced competitive rivalry in the UK market, where a  
higher proportion of the market had previously been 
fragmented, made up of ‘mom and pop’ independents.

The final frontier
After book retailing (Amazon), vacuum cleaners (Dyson) 
and toilets – virtually unchanged for 200 years – funerals 
could be regarded as a final frontier for innovation and 
reinvention. A single new player could potentially create 
a new submarket that could ultimately rival the existing 
industry paradigm.

There are many ways that one could innovate in this 
industry: pre-need funerals (where people plan their own 
funerals) are one example of a big opportunity in the UK, but 
they require overcoming emotional resistance – often the key to 
unlocking  growth. 

Issues that might keep a CEO of a funerals company awake at 
night might include:

* What could precipitate a major fall in margins in the industry? 

* What kind of new entrant into the industry should we be 
worried about?

* How can I get the board to think seriously about the future 
when there has been such stability for so long?

* Could we sell funerals as a set of emotional needs 
and experiences that encompasses pre-need, event 
organisation and follow-on services, including grief support 
and therapy? 

* If I were an alien entering the industry, what would I do 
differently? ■

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

For more information:

www.tonygrundy.com

www.accaglobal.com/abcpd

► Remembering 
the dead 
The Ancient Egyptians 
used death masks  to  
guard the soul from evil 
spirits. Today’s death rituals 
may be less elaborate,  
but funeral care is a  
growth market 
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Switch on your indicator
In this third article in his series on key performance measures, David Parmenter looks 
at the four distinct types and provides an example of the power of KPIs in practice 

* Doubling up the cleaning crew, despite the additional cost

* Letting the refuelling team know which planes were a priority

* Providing the external caterers with late-plane updates so 
they could better manage re-equipping the late plane

* Asking check-in staff to escort at-risk customers to the gate

* Not allowing business-class passengers to check in late

* Possibly asking traffic control for a favour or two.
BA planes soon had a reputation for leaving on time. The 

late-planes KPI was linked to many other critical success factors 
including ‘delivery in full and on time’; ‘timely arrival and 
departure of airplanes’and ‘increase repeat business from key 
customers’, all of which had a key part to play. ■

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

Following the two previous articles on the myths of 
performance measures and the unintended negative 
consequences that many have, let’s look at the different 

types of performance measure.
They fall into two groups:

* Result indicators These reflect the fact that many measures 
are a summation of more than one team’s input. They are 
useful for looking at the combined teamwork but do not help 
fix a problem, as it is difficult to pinpoint which teams were 
actually responsible for the performance or non-performance. 
Some of them, such as return on capital expenditure or 
customer satisfaction, are excellent summaries of the 
performance of many teams. I call these measures key result 
indicators.

* Performance indicators These can be tied to a team or 
a cluster of teams working closely together for a common 
purpose and are about activities, so they are all non-financial. 
Some performance indicators are profound. I call these key 
performance indicators (KPIs).

The power of one 
My favourite KPI story is about a senior official at British Airways 
(BA) who, in the 1980s, set about turning the airline around, 
reportedly by concentrating on a single KPI. He employed 
consultants to investigate and report on the key measures he 
should concentrate on to achieve the turnaround. They identified 
one critical success factor (CSF): the punctuality of aeroplanes. 

Everybody in the airline industry knows the importance of 
punctual planes, but nevertheless the consultants proposed he 
focus on a ‘late-planes KPI’. The senior official arranged to be 
notified whenever a BA plane was delayed over a certain time, 
and BA managers at airports knew that if a plane was delayed 
beyond a certain threshold, they would receive a personal call 
from the senior official making it clear that the situation was, 
quite frankly, not good enough. The senior official would point 
out that the manager had had over six hours of advance notice 
that the plane was already late and that he needed to use this 
window to take actions that would bring it back on time. 

Prior to the ‘personal call policy’, the airport manager (and 
many other airline employees) were prone to ‘not our fault’ 
syndrome: a late plane created by another BA team was ‘their 
problem not ours’. But after receiving the personal call from the 
senior official, the airport manager undertook proactive steps 
to recapture lost time, no matter who had created the delay. 
Actions included:

The actions undertaken as part of the late-planes KPI included:

Next steps 

1 Persuade others that not every measure can be a KPI.
2 Email me (parmenter@waymark.co.nz) for a book extract 

explaining the four types of measure in more detail. 
3 Understand why KPIs cannot be financial.
4 Read my paper, The New Thinking on KPIs, on my website.

For more information:

www.davidparmenter.com
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IAS 7, Statement of 
Cashfl ows, was fi rst 
published in 1992 and 
has barely changed since 
that date. It allows users 
of fi nancial statements 
to assess how different 
types of activity affect a 
company’s fi nancial position 
by classifying cashfl ows as 
operating, investing and 
fi nancing activities. 

By requiring companies 
to consider transactions this 
way, the cashfl ow statement 
is thought to support various 
methods of analysing the 
present value of future 
cashfl ows and of making 
company comparisons. 
However, there are issues 
with the current standard. 
For example, cashfl ows from 
the same transaction may be 
classifi ed differently. A loan 
repayment would see the 
interest classifi ed as operating 
or fi nancing activities, whereas 
the principal will be classifi ed 
as a fi nancing activity.

The operating activities in 
the cashfl ow statement can be 
presented in one of two ways: 
the direct method or the 
indirect method. The direct 

Reconciliation?
The IASB has proposed amendments to cashfl ow reporting, but 
the need for the change has been questioned, fi nds Graham Holt

CPD
Get verifiable CPD units 
by answering questions 
on this article at 
www.accaglobal.com/cpd

method is seldom used, as it 
displays major classes of gross 
cash receipts and payments. 
Companies’ systems often do 
not collect this type of data in 
an easily accessible form. 
Basically, the direct method of 
accounting tracks cash 
changes from the bottom up 
to arrive at net income, rather 
than starting with net income 
and making adjustments. 

The indirect 
method is more 
commonly used to 
present operating 
activities. Under 
this method, a 
statement 
reconciling profi t or 
loss with operating 
cashfl ows is shown, 
instead of a 
statement of cash 
infl ows and 
outfl ows. This 
reconciliation 
allows users to 

determine the effect of 
accruals of profi t or loss items 
and to obtain an indication of 
‘earnings quality’. 

For example, if an entity’s 
net income is higher than its 
operating cashfl ow, a user 
would seek further 
explanations as to the reasons 
for this occurrence. A reason 
could be an accounting policy 
choice, for example. The 
presentation of operating 
profi t under the indirect 
method of the cashfl ow 
statement can start with 
either profi t or loss 
before or after tax. A user’s 
ability to make 
comparisons may be 
affected if different 
starting points are 
presented in the 
reconciliation by 
entities.

Free cashfl ow is 
used by analysts in 
various valuation » 

If an entity’s net 
income is higher 

than its operating 
cashflow, a user 

would seek further 
explanations as 

to the reasons for 
this occurrence
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models and is thought to be a 
better measure than using the 
fi gure for operating cashfl ow. 
Free cashfl ow is often taken as 
the excess of a company’s 
operating cashfl ows over its 
capital expenditure, which 
essentially refl ects the 
cashfl ows available to owners. 
Entities have been 
encouraged to disclose 
cashfl ows that increase 
operating capacity and the 
cashfl ows required to maintain 
it. This information can be 
used as an indicator of the 
fi nancial strength of an entity.

Classification concerns
There are concerns over the 
current classifi cation of items 
in the statement of cashfl ows. 
For example, dividends 
and interest paid can be 
classifi ed as either operating 
or fi nancing activities. As a 
result, users have to make 
appropriate adjustments when 
comparing different entities, 
particularly when calculating 

free cashfl ow for valuation 
purposes. Additionally, when 
a user is assessing an entity’s 
ability to service debt, interest 
paid would be reclassifi ed 
from operating activities to 
fi nancing activities. 

Research and development 
expenditure is classifi ed as 
cash from operating activities, 
but is often considered to be a 
long-term investment. Some 
argue that such cash outfl ows 
should be included within 
investing activities, because 
they relate to items that are 
intended to generate future 
income and cashfl ows. IAS 7 
takes the view that to be 
classifi ed as an investing cash 
outfl ow, the expenditure must 
result in an asset being 
recognised in the statement of 
fi nancial position.

Some items of property, 
plant and equipment are 
purchased from suppliers on 
similar credit terms to those 
for inventory and for amounts 
payable to other creditors. As 

a result, transactions for 
property, plant and equipment 
may be incorrectly included 
within changes in accounts 
payable for operating items. 

Consequently, unless 
payments for property, plant 
and equipment are separated 
from other payments relating 
to operating activities, they 
can be allocated incorrectly to 
operating activities.

There are currently different 
views as to how to show lessee 
cashfl ows in the statement of 
cashfl ows. Some users would 
like the statement of cashfl ows 
to refl ect lessee cash outfl ows 
in a way that is comparable to 
those of a fi nanced purchase 
where the entity buys an asset 
and separately fi nances the 
purchase. Other users take 
the view that lease cash 
payments are similar in nature 
to capital expenditure and 
should be classifi ed within 
investing activities in the 
statement of cashfl ows. Some 
users would like all lease cash 
outfl ows to be included within 
the free cashfl ow measure, 
which would require lease 

cashfl ows to be classifi ed 
within either operating or 
investing activities. 

Finally, there is concern 
about the current lack 
of comparability under 
International Financial 
Reporting Standards (IFRS) 
because of the choice of 
treatment currently allowed. 
A lessee can classify 
interest payments within 
operating activities or within 
fi nancing activities.

Many issuers recognise that 
current cashfl ow disclosures 
are inadequate, as they give 
an incomplete picture. 
Investors and analysts need a 
better understanding of the 
economics of their business 
and so voluntarily supplement 
the cashfl ow information 
required by IAS 7. In addition, 
some issuers provide a 
reconciliation of net debt from 
the end of one accounting 
period to the end of the 
subsequent period. The net 
debt reconciliation discloses 
information such as acquired 
debt and the inception of 
fi nance leases, as well as any 
fair value adjustments made to 
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debt and the impact of foreign 
exchange movements.

Partly as a result of the 
above practices, the 
International Accounting 
Standards Board (IASB) 
published an exposure draft 
(ED) in December 2014 that 
proposes amendments to IAS 
7. The main objective of the 
ED is to improve information 
about changes in an entity’s 
liabilities that relate to 
fi nancing activities and the 
availability of cash and cash 
equivalents, including any 
restrictions on their use. 

This latter situation could 
arise from existing economic 
restrictions where, for 
example, the cash and debt 
are in different jurisdictions 
and using the cash to settle 
debt would trigger a tax 
payment, or from legal 
restrictions on the ability of the 
entity to freely use the cash. 

IAS 7 already requires the 
disclosure of signifi cant cash 
and cash equivalent balances 
that are not available for use. 
However, this requirement 
does not address the situation 
where cash and cash 
equivalents are available but, 
because of restrictions, the 
entity would fi nd it more 
economical to use other 
sources of fi nance. 

The ED results from the 
IASB’s Disclosure Initiative, 
which comprises smaller 
projects to improve 
presentation and disclosure 
requirements in existing IFRSs. 

Research and 
development 

expenditure is 
classified as cash 

from operating 
activities, but often 
considered a long-

term investment

As part of the initiative, the 
IASB has already issued 
proposed amendments to IAS 
1, Presentation of Financial 
Statements. The initiative also 
complements the current 
review of the Conceptual 
Framework. The proposed 
amendments require an entity 
to provide a reconciliation of 
the opening and closing 
amounts in the statement of 
fi nancial position for each 
liability for which cashfl ows are 
classifi ed as fi nancing activities.

The ED would not prohibit 
disclosures on a net basis – 
that is, liabilities relating to 
fi nance activities less cash and 
cash equivalents. The reason 
behind this view is that some 
entities manage debt on a net 
basis and there was no 
intention on the part of the 
IASB to limit management’s 
ability to explain its fi nancial 
and risk management 
strategies. IFRS 12, Disclosure 
of Interests in Other Entities, 
already requires disclosure of 
signifi cant restrictions on the 
access and use of assets and 
settlement of liabilities. 
However, the IASB felt that 
current disclosure does not 
address economic restrictions.

For a number of years, 
users have been requesting 
the IASB to require companies 
to provide a net debt 
reconciliation. Although the 
proposed amendment to IAS 7 
does not include net debt 
reconciliation, it will help users 
by providing them with 

suffi cient 
information to 
prepare net debt 
reconciliation 
themselves. The 
problem facing the 
IASB is that there is 
no defi nition of net 
debt in IFRS. The 
proposed changes 
will require 
companies to 
reconcile the 
movement in debt 
from one period to 
another and, 

together with the existing 
information from the statement 
of cashfl ows, this will facilitate 
a net debt reconciliation.

Because many entities 
already voluntarily provide a 
net debt reconciliation, the 
proposed changes should 
theoretically not impose any 
additional burden on issuers. 
The proposals also require 
issuers to provide information 
to help users better 
understand any liquidity 
issues. The understanding of 
limitations on the use of liquid 
resource is important, and 
some users would like 
additional disclosures to 
better understand the different 
types of debt fi nancing by the 
entity. The changes should 
help users in making 
investment decisions.

Where’s the need?
However, there is currently no 
general agreement about the 
need for the ED. Although a 
reconciliation of ‘debt’ or ‘net 
debt’ is a common feature of 
reporting, some feel it is not 
appropriate to make such 
disclosure compulsory prior to 
establishing a conceptual basis 
for requiring reconciliations in 
general. Also, there has been 
comment that the practicality 
of implementing such a 
requirement has not been 
suffi ciently analysed to merit 
an amendment to IAS 7. 

Finally, it is thought by 
some that additional 
disclosure requirements of this 
type should not be added in 
advance of the IASB’s 
conclusions on relevant 
elements of its Principles of 
Disclosure project. ■

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

For more information:

www.ifrs.org
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Technically speaking
Aidan Clifford looks at audit exemptions under the Companies Act 2014, auditing late 
annual returns, and the perils of ‘rubber-stamping’ audits

Share options
Make something too simple 
and it begins to lacks clarity 
and precision – not always 
a good thing in accounting. 
Unfortunately, with brevity 
comes uncertainty and the 
UK’s Financial Reporting 
Council (FRC) thinks this 
may have happened in FRS 
102, The Financial Reporting 
Standard applicable in the UK 
and Republic of Ireland, in the 
section on the accounting for 
share options. 

The FRC has therefore 
consulted on a clarifi cation 
of the accounting under 
FRS 102 for share-based 
payment transactions with 
cash alternatives. Under the 
proposal, entities would 
generally be able to continue 
with their existing accounting 
practices under previous 
UK and Irish GAAP, which 
should reduce transition and 
application costs of FRS 102. 

The application date proposed 
is 1 January 2015. 

Few small companies have 
employee share options, 
so one option would have 
been to suggest that any 
company that wants to use 
share-based payments defer 
to full International Financial 
Reporting Standards (IFRS) 
rather than add more pages of 
complication to FRS 102. 

Solicitors’ accounts
As a result of changes in the 
Northern Ireland Solicitors’ 
Accounts Regulations 2014, 
practices need to amend their 
audit procedures. 

Changes to the regulations 
include:

* The time limit for delivering 
accountants’ reports is cut 
from six months to four 
months from the solicitors’ 
year-end (regulation 30).

* The minimum level of 
professional indemnity 

insurance required of 
reporting accountants is 
now £500,000 for each and 
every claim, or £1m in the 
aggregate (regulation 32.2).

The regulations must be 
implemented with effect from 
1 June 2014. 

Revision of financial 
statements
During a company audit, 
Revenue identifi ed a tax 
underpayment while the 
company’s tax advisers found 
an equal but opposite error 
in the fi nancial statements 
that would offset that 
underpayment. Revenue 
subsequently secured a 
ruling that under Irish law no 
correction could be made to 
fi nancial statements approved 
at an annual general meeting 
(AGM), and that, at best, a 
prior-year adjustment could 
be made in a subsequent 
accounting year. Because this 
then gave rise to a timing 
difference between the 
underpayment becoming 
due for payment and the 
overpayment being due 
for repayment, interest and 
penalties could be charged.

However, the Companies 
Act 2014 has introduced a 
provision that if a company 
becomes aware of an error 
in its fi nancial statements, it 
may correct the error and the 
revised fi nancial statements 
become the Companies 
Act accounts on which the 
tax charge (or, indeed, bank 
covenants and other legal 
issues) is based. The corrected 
documentation should be fi led 
with the CRO not more than 28 
days after the date of revision. 

Where the original 
fi nancial statements have 

been approved by a general 
meeting of the company or 
delivered to the CRO, all 
revisions should be made with 
reference to sections 366 to 
379 of the Companies Act 
2014, using the B1X form. 

Where a revision is fi led 
with the CRO, section 376(6) 
of the Companies Act 2014 
requires the original fi nancial 
statements or directors’ report 
to remain on the register.

Internal auditors
ACCA has dedicated a section 
of its website to internal audit. 
It contains useful guides 
and articles and is at www.
accaglobal.com/ab/196. 

It also offers details of 
the Certifi ed Internal Auditor 
(CIA) challenge exam from the 
Chartered Institute of Internal 
Auditors (IIA). The exam (which 
will include elements not 
covered by the ACCA syllabus) 
offers ACCA members an 
opportunity to become CIA-
certifi ed. ACCA members 
will be able to sit the exam 
between 1 and 30 November 
2015; registration opens 
on 1 August and closes on 
30 September. 

Audit rubber-stamping
A number of unqualifi ed 
fi rms (or fi rms that used to 
be qualifi ed but have since 
surrendered their audit licence 
or had it removed) appear to 
have tried to get their audits 
‘rubber-stamped’ (or otherwise 
improperly or incompletely 
completed audited) by 
another auditor. 

This is a breach of ACCA 
rules. Any audit member that 
is found to be involved in 
anything of this nature is likely 
to have its audit registration 

Aidan Clifford is 
advisory services 

manager, ACCA Ireland
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revoked and its ACCA 
membership terminated.

Typically, the rubber-
stamped audits will be 
removed from the list of audits 
the auditor submits to ACCA 
but they almost immediately 
come to light because the 
CRO furnishes ACCA with a 
list of all audits submitted by 
each auditor. 

Auditors should seek to do 
the following:

* Make sure your list of 
audits is complete.

* Correct the list at the 

earliest opportunity if you 
discover an error.

*   Make sure you have 
undertaken and 
documented an audit for 
each audit report you sign.

*   Check the emails from 
the CRO for each of the 
audits filed in your name 
and follow up with the 
CRO for any false use of 
your auditor registration 
number (ARN).

*   Consider getting a list of 
audits registered in your 
name from the CRO and 
make sure that it is correct.

ACCA will obviously not 
hold a member responsible 
for CRO errors or for others 
falsely using their ARN, but it 
would eliminate extra work if 
the CRO list was correct. It is 
also not a good idea to be still 
noted down as the auditor (ie 
an offi cer) of a company you 
no longer act for or which is 
audit-exempt. 

Late return audits
A small number of auditors 
have signed audit reports 
without performing an audit, 
using excuses such as the 
lateness of the annual return, 
the small size of the company,  
not having time to do an audit 
or not being paid to do one. 

None of these excuses 
is valid when it comes to 
professional body monitoring. 
If an auditor signs an audit 
report, they must have done 
an audit even if the client did 
not want an audit done. 

The offence 
is made worse 
by trying to hide 
the existence of 
the audit from 
a monitoring 
offi cer, who will 
be equipped with 
a print-out from 
the CRO of the 
practice’s audits. 
Dishonesty is 
treated as serious 
wrongdoing by 
professional bodies. 

When a 
company’s annual 

return becomes late, it loses 
audit exemption; this often 
happens unexpectedly and 
nine months after the year-
end. When late annual return 
audits are conducted so far 
after the year-end, they can 
generally be done at less cost 
as better evidence is available 
so long after the year-end. 

A late annual return audit 
requires more careful planning 
than a punctual one. Some 
of the issues that need to be 
considered include:

* Don’t forget to do an audit!

* A late return audit needs a 
full audit work programme.

The audit planning should also 
acknowledge that it is a late 
annual return and still requires 
an audit. The planning should 
embrace the following:

* The return will rely on the 
firm having done accounts 
preparation.

* Non-standard work will 
usually need performing.

* The audit is generally 
higher risk and not always 
properly remunerated.

* The working papers must 
acknowledge the need to 
audit opening balances 
but may conclude that 
analytical review will 
provide sufficient evidence.

* The audit risk is often 
reduced because there is 
less reliance on financial 
statements.

* Materiality is likely to be 
the same, but performance 
materiality should increase 
because audit procedures 
are better.

* Look at non-standard 
procedures for quick wins.

* Debtors and creditors will 
have a reduced risk of error 
because of time; debtors 
will need less work because 
they will all have been 
received or are bad while 
unrecorded creditors will 
also usually need less work 
because time has elapsed.

* Stock may require a 
qualification because of 
non-attendance at stock-
take and there is no point 
auditing valuation if you 
cannot audit existence.

* Fixed assets should be 
easier to audit.

* Going concern can be 
more difficult to audit as it 
extends to one year from 
the audit report date. 

The Companies Act 2014 
allows companies to apply to 
the local district court to have 
a late annual return deemed 
to be fi led on time. If the court 
agrees, the company will not 
lose its audit exemption. 

It is expected that the 
exact procedure for this will be 
detailed on www.cro.ie prior 
to the commencement of the 
act on 1 June 2015.

Audit exemption 
The Companies Act 2014 
(Commencement) Order 2015 
comes into force on 1 June. 
Although the wording of the 
commencement order is not 
as clear as might be hoped, 

If an auditor signs 
an audit report, 
they must have 

done an audit 
even if the client 
did not want an 

audit done

the Consultative Committee of 
Accounting Bodies in Ireland 
(CCABI), the Department 
of Jobs, Enterprise and 
Innovation (DJEI) and the CRO 
have confi rmed that audit 
exemption will be available for 
fi nancial statements approved 
after 1 June 2015.  

Audit exemption is 
available for any fi nancial 
statements that are not yet 
late and which are approved 
by the directors for issue 
after 1 June 2015. Dormant 
subsidiaries in audited groups 
need the directors’ meeting 
dated prior to the year-end; all 
others can have the directors’ 
meeting any time after 1 June 
2015. For the avoidance 
of doubt and at the risk of 
repetition: subsidiaries in small 
audit-exempt groups can have 
the directors’ meeting at any 
time after 1 June 2015. 

Contrary to what was 
published elsewhere prior 
to the publication of the 
commencement order, the 
accepted opinion is that where 
a set of fi nancial statements is 
approved after 1 June 2015 it 
must be approved under the 
Companies Act 2014.

The new Companies 
Act continues to throw up 
unexpected items, such as 
the apparent omission of 
any requirement to hold an 
extraordinary general meeting 
(EGM) and presumably the 
omission of the relevant 
paragraph from the audit 
report after 1 June 2015 too. 

Understanding all the 
changes introduced by the 
Companies Act 2014 will 
represent a signifi cant hurdle 
for most accountants. The CRO 
can help here, given the wide 
range of online resources it 
makes available, but most 
practices will need to attend 
courses and study the text of 
the Act, which can be found 
at www.irishstatutebook.
ie. A hard copy of the Act 
can be purchased from www.
bloomsburyprofessional.
com. ■
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Tax update
Cora O’Brien outlines new property taxes, takes a look at the Revenue’s annual report 
and highlights the key announcements in the spring statement

ROS extended deadline 
confirmed 
Revenue has confi rmed the 
extended 2015 Revenue 
Online Service (ROS) income 
tax pay and fi le deadline as 12 
November 2015. As usual, this 
deadline only applies when 
you both pay and fi le via ROS. 
This deadline also applies to 
ROS capital acquisitions tax 
returns for gifts/inheritances 
with valuation dates in the 

year ended 31 August 2015.

Government publishes 
spring statement
The government published its 
spring statement at the end of 
April. The key announcements 
in the statement were:

* The total budget 
adjustment in Budget 2016 
will be between €1.2bn 
and €1.5bn and will be 
split 50/50 between tax 

and expenditure measures.

* The government intends 
to continue to reduce the 
tax burden for middle-
income earners over the 
next five years. 

* Legislation to introduce a 
knowledge development 
box will be included in 
Finance Bill 2015. 

* A national economic 
dialogue will be 
launched in July 

involving consultation 
on Budget measures 
between government and 
stakeholders.

Speaking in the Dáil about 
the statement, Taoiseach 
Enda Kenny outlined the 
government’s plans on income 
tax and universal social charge 
(USC):

‘Following the income tax 
cuts introduced earlier this 
year and consistent with the 
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‘We will also 
end the unfair 
tax treatment 

for the self-
employed and 

small businesses, 
starting in the 

next Budget’

statement of the government 
priorities agreed last July, we 
will cut the 7% rate of USC on 
all of those earning less than 
€70,000 per year. 

‘We will also end the 
unfair tax treatment for 
the self-employed and 
small businesses, starting in 
the next Budget with those 
self-employed people on 
lower incomes.’

Revenue releases 
2014 annual report
Revenue’s annual report for 
2014 has been published. The 
key points include:

* Some €14.4bn of tax 
collected, an increase 
of 9.3% on 2013 and the 
fourth successive year-on-

year increase in exchequer 
returns. 

* Rates of timely tax returns 
and payments for business 
taxes ranged from 84% 
for SMEs to 99% for the 
largest taxpayers. 

* More than 8,900 taxpayers 
participated in phased 
payment arrangements 
covering €104m in tax 
debt.

* Some 437,000 compliance 
interventions conducted, 
yielding €610m. The 
construction, rental and 
retail sectors generated 
the highest yields. 

* Qualifying work to the 
value of more than €385m 
has been recorded on 
the Home Renovation 
Incentive Scheme.

* Revenue is recruiting 400 
new staff in 2015.

Living City Initiative 
launched
The Living City Initiative 
has been launched with 
effect from 5 May 2015. 
The initiative provides tax 
relief for the refurbishment 
or conversion of certain 
buildings in designated 
urban areas. The residential 
element of the relief provides 
for an income tax deduction 
for owner occupiers who 
renovate certain dwelling 
houses. The commercial 
element of the relief provides 
for capital allowances over 
seven years in respect 
of work done on certain 
commercial properties. 

Medical insurance relief 
notes published
Revenue has released 
information notes for 
employees and employers 
on calculating tax relief for 
medical insurance. Finance 
(No. 2) Act 2013 introduced 
a ceiling on the quantum of 
medical premiums qualifying 
for tax relief of €1,000 for an 
adult and €500 for a child 
under 18 (or aged between 
18 and 23 and in full-time 

education). 
In March, 
fi nance minister 
Michael Noonan 
announced that 
the adult ceiling 
of €1,000 will be 
available for all 
adults aged 21 and 
over with effect 
from 1 May 2015.

Remote betting 
tax changes to 
take effect
Finance minister 
Michael Noonan has ordered 
the commencement of the 
Betting (Amendment) Act 
2015. He also ordered the 
commencement of elements 
of recent fi nance acts in 
relation to the licensing 
provisions for remote 
bookmakers and betting 
intermediaries. These 
provisions will:

* Require remote 
bookmakers to pay 1% 
betting duty on bets 
entered into with persons 
in the state.

* Require remote betting 
intermediaries to pay 
betting intermediary duty 
(15% of commission) in 
respect of commission 
charges levied on persons 
availing of betting 
intermediary facilities 
within the state. 

* Extend exemption from 
VAT to bets that are 
subject to excise duty and 
are entered into by remote 
bookmakers with persons 
in the state.

* Extend exemption from 
VAT to commissions 
earned by betting 
exchanges from bets 
entered into on the 
exchange by persons in 
the state which are subject 
to excise duty. 

The changes will come into 
effect from 1 August 2015.

Revenue publishes 
manual on DIRT refund
Revenue has published a new 

manual on deposit interest 
retention tax (DIRT) refunds 
for fi rst-time buyers. To qualify 
for a refund the fi rst-time 
buyer must purchase or self-
build their place of residence 
between 14 October 2014 
and 31 December 2017. The 
refund is limited to DIRT on 
savings in the 48 months 
prior to purchase/completion, 
up to the maximum of 
20% of the purchase price/
completion value. The 
property must be registered 
for local property tax. 

ROS transitions from 
Java to JavaScript
Revenue has advised ROS 
users that they will have 
to transition from Java to 
JavaScript before the end of 
2015 in order to be able to 
continue to log in. 

However, if users update 
too early, they will not be able 
to access the European VAT 
Refund Claims and PAYE tab 
to link to the PAYE Anytime 
service. This functionality will 
be added in June. 
Therefore, practitioners are 
advised to wait until the June 
update is released before 
changing over to JavaScript. 
The ROS Help Centre on 
Revenue’s website includes 
information on this issue and 
the transition to JavaScript. ■

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

▼ Clearing the hurdle 
The Betting (Amendment) 
Act 2015, affecting 
bookmakers and betting 
intermediaries, comes into 
force on 1 August
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Tax diary
The Irish Tax Institute supplies important dates and deadlines for June/July 2015, which 
fi nancial professionals working in Ireland will need to take note of

General

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

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

Mandatory disclosure
30 June
Deadline for making a 
qualifying avoidance 
disclosure for certain 
transactions that 
commenced prior to 23 
October 2014.

Companies

DWT 
14 June
Return and payment of 
dividend withholding tax
for distributions in May 2015.

Corporation tax
21 June
Return and fi nal payment for 
accounting periods ended 
30 September 2014 (ROS 
extension to 23 June 2015).

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

Corporation tax
21 June
First instalment of preliminary 
tax for ‘large’ companies 
for accounting periods 
ending 31 December 2015 
(ROS extension to 23 June).

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

General

Pensions
1 July 
Latest application date for 
a personal pension fund 
threshold up to €2.3m where 
the fund value exceeded the 
standard €2m threshold at 
1 January 2014.

Mandatory reporting
7 July
Where applicable, quarterly 
return of client lists for period 
to 30 June 2015.

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

PAYE
14 July 
P30 quarterly return and 
payment for quarter ended 
30 June 2015 (ROS extension 
to 23 July 2015).

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

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

VAT
19 July

Half-yearly VAT3 return and 
payment for the period 
January to June 2015 (ROS 
extension to 23 July 2015).

Companies

DWT 
14 July
Return and payment of 
dividend withholding tax
for June 2015 distributions.

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

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

Corporation tax
21 July

First instalment of 
preliminary tax for ‘large’ 
companies for accounting 
periods ending 31 January 
2016 (ROS extension to 23 
July 2015).

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

Information supplied by the 
Irish Tax Institute

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

CAA/ATOL reporting
The Civil Aviation Authority 
(CAA) has invited the 
professional accountancy 
representative bodies to 
participate in the CAA 
scheme for ATOL Reporting 
Accountants. The letter 
contains the following 
timetable for 2015–16:
15 May 2015: Interested 
professional accountancy 
bodies should apply in writing 
on or before 15 May.
1 August 2015: Participants 
required to agree to the MoU 
and be appointed by the CAA 
on or before 1 August.
1 October 2015: the scheme 
comes into effect. Accountants 
who wish to undertake ATOL 
reporting work will need 
to be registered with their 
professional bodies, which will 
arrange appropriate training.
1 April 2016: the CAA 
will only accept signed 
reports from members of an 
appointed professional body 
who have been designated to 
perform ATOL reporting.

ACCA has applied to 
participate and updates will be 
provided to members over the 
coming months. The letter also 
contains key issues for fi rms 
that wish to report. You can 
fi nd the letter, guidance and 
updates at www.accaglobal.
com/advisory.

Notice and guidance 
updates
VAT Notice 735: VAT 
domestic reverse charge on 
specifi ed goods and services 
replaces the notice of the 
same name issued in February 
2013. The specifi ed goods 
to which the reverse charge 
applies are mobile phones, 
computer chips, wholesale 

gas and wholesale electricity. 
It also applies to ‘emission 
allowances services’. The 
main changes were the 
inclusion of wholesale gas 
and wholesale electricity.

VAT Notice 700/56: 
Insolvency replaces the notice 
of the same name issued in 
April 2014. The main changes 
were in section 5.8, where 
a new paragraph highlights 
the process for when a pre-
appointment repayment claim 
is received, and in section 13, 
where the £500 de-minimis 
level for Crown set-off can 
be removed. 

VAT Notice 1001: VAT 
refund scheme for certain 
charities applies to those 
charities defi ned as a 
‘qualifying charity’ in section 
33D of the VAT Act 1994:

* palliative care charities

* air ambulance charities

* search-and-rescue charities

* medical courier charities.
You can fi nd the notice at 
bit.ly/1JS3rBa; links and 
guidance on notices and briefs 
are at www.accaglobal.com/
advisory. 

Audit illustrated
The International Auditing 
and Assurance Standards 
Board has published Auditor 
Reporting – Illustrative Key 
Audit Matters to ‘illustrate 
how the concept of Key Audit 
Matters may be applied in 
practice in accordance with 
ISA 701, Communicating 
Key Audit Matters in the 
Independent Auditor’s Report’. 
The illustrative examples used 
provide detail and auditors 
and audit committees should 
review the publication. You 
can fi nd it at bit.ly/iaasb-kam. 
See also page 58. ■

Queen’s Awards for Enterprise

ACCA is a past winner of Queen’s Awards but it is not just 
large organisations that should consider investing in the 
application process for an award. 

The awards, which are valid for fi ve years, are open to 
UK organisations in the categories of:

* innovation – for commercial success as a result of 
innovation

* international trade – for growth and commercial 
success in international trade

* sustainable development – for commercially successful 
products, services and management that benefi t the 
environment, society and the economy.

To enter any of the Queen’s Awards for Enterprise 
categories, the organisation (business or non-profi t) must:

* be based in the UK (including the Channel Islands and 
the Isle of Man)

* be a self-contained enterprise that markets its own 
products or services and is under its own management

* have at least two full-time UK employees or part-time 
equivalents.

Each of the three organisation award categories has 
additional entry criteria.
The timeline is as follows:

* 30 September – application period closes

* December – shortlisted organisations receive 
notifi cation of selection

* March 2016 – winning organisations informed

* 21 April 2016 – winners offi cially announced.
Find out more at bit.ly/qae-entry.

◄ The Queen 
congratulates 
previous award 
winners
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KAM along…
Lock Peng Kuan, vice chair of the ACCA Global Forum for Audit and Assurance, looks at 
the big changes that are coming with the new requirements around auditor reporting

The new and revised auditor 
reporting standards from the 
International Auditing and 
Assurance Standards Board 
(IAASB) are intended to 
enhance the communicative 
value of the auditor’s 
report, to provide greater 
transparency about the audit 
that was performed, and to 
increase users’ confidence in 
the audit performed on the 
financial statements. 

All in all, the changes will 
require auditors to provide 
greater insights into the audit 
by enhancing the form and 
disclosure content of the 
auditor’s report. So what are 
the key enhancements that 
auditors should be aware of?

Among the key changes is 
the requirement to report key 
audit matters (KAMs) and to 

enhance the information that 
is given in the report about an 
entity’s ability to continue as a 
going concern.

Key audit matters
KAMs are the subject of 
ISA 701, Communicating 
Key Audit Matters in the 
Independent Auditor’s Report. 
Significant audit matters are 
currently reported to the 
audit committee and board 
members in the form of a 
memorandum presented at 
the end of the audit. However, 
this information is not available 
to other users of the financial 
statements. The inclusion of 
KAMs in the auditor’s report 
is intended to highlight those 
matters that, in the auditor’s 
judgment, were the most 
significant during the audit.

Key changes
 

All audits

* Relocation of the auditor’s opinion. The auditor’s opinion is to be presented first, 
followed by the ‘basis for opinion’ section (including unmodified opinions), unless law or 
regulation prescribe otherwise.

* Independence and other relevant ethical requirements. The auditor’s report should 
include a statement that the auditor is independent of the entity and has fulfilled the 
relevant auditor ethical requirements, with disclosure of the jurisdiction of origin of those 
requirements or reference to the International Ethics Standards Board for Accountants’ 
code of ethics for professional accountants.

* Auditor’s responsibilities. This will be an enhanced description of the auditor’s 
responsibilities and the audit’s key features.

* Enhanced auditor reporting on going concern. This includes a separate section 
when a material uncertainty related to going concern exists, and descriptions of the 
management’s and auditor’s responsibilities in relation to going concern.

Audits of listed entities

* Key audit matters. KAMs to be included in the auditors’ report. KAMs are those matters 
that, in the auditor’s judgment, were the most significant during the audit of financial 
statements of the current period. They are usually identified from the list of significant 
audit matters that were communicated to ‘those charged with governance’.

* Engagement partner’s name. The auditor’s report will have to disclose the name of the 
engagement partner unless, in rare circumstances, such disclosure is reasonably expected 
to lead to a significant security threat to the individual.

The emphasis of matter 
and other matter paragraphs 
in ISA 706, Emphasis of Matter 
Paragraphs and Other Matter 
Paragraphs, are retained and 
cannot be used as a substitute 
for KAMs. 

The inclusion of KAMs 
in the enhanced auditor’s 
report does not change 
the auditor’s underlying 
responsibilities in accordance 
with the ISA; nor does it 
change the responsibilities 
of the preparers of financial 
statements and ‘those charged 
with governance’.

The starting point for 
identifying KAMs in an audit is 
to look at the list of significant 
audit matters that were 
communicated to the audit 
committee and the board. 
From this, the auditor has 

to determine which matters 
will require their significant 
audit attention. 

This second list is then 
narrowed down by identifying 
the matters that were the most 
significant in the audit of the 
financial statements of the 
current period. 

This final list will then form 
the KAMs. 

KAM identification
In identifying the KAMs, the 
auditor must consider: 

* areas of higher assessed 
risks of material 
misstatement, or significant 
risks identified during 
the audit

* significant auditor 
judgments relating 
to areas that involved 
significant management 
judgment

* the effect on the audit 
of significant events or 
transactions.

See the ‘Determining KAMs’ 
box opposite to see how the 
process works.

The following items should 
be included in the description 
of a KAM: 

* why the matter was 
considered to be a KAM

* how it was addressed in 
the audit

* a reference to related 
financial statement 
disclosures, if any.

Expert reaction

Watch our video 
to find out experts’ 
reactions to the changes 
to auditor reporting. 
It’s at www.accaglobal.
com/ab/197
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The description of a KAM in 
the auditor’s report should 
be entity-specifi c, and the 
auditor should try to avoid 
generic, standardised or 
overly technical language. The 
description should not imply 
that the matter has not been 
appropriately resolved by the 
auditor in forming the opinion 
on the fi nancial statements, 
or contain or imply discrete 
opinions on separate fi nancial 
statement elements.

Exceptions to 
reporting KAMs
In very rare circumstances, 
the auditor is allowed not 
to communicate a matter 
determined to be a KAM when 
the adverse consequences of 
doing so would reasonably 
be expected to outweigh the 
public interest benefi ts. This 
does not apply if the entity has 
publicly disclosed information 
about the matter. 

If the auditor determines 
that there are no KAMs to 
be commun icated, the KAM 
section would specifi cally 
highlight that the auditor has 
determined that there are no 
KAMs.

When the auditor 
disclaims an opinion 
on the fi nancial 
statements, 
the auditor’s 
report should 
not include a 
KAM section, 
unless it is 
required by 
law or by 
regulation. 
However, 
a KAM section is 
required
for a qualifi ed or 
adverse opinion.

Going concern
The IAASB revised ISA 
700, Forming an Opinion 
and Reporting on Financial 
Statements, to enhance the 
communications about going 
concern in the auditor’s report, 
as well as revisions to ISA 570, 

Going Concern. The revised 
ISA 570 enhances the auditor’s 
work relating to going concern 
disclosures by: 

* providing further guidance 
regarding the consideration 
of appropriate disclosures 
when a material 
uncertainty exists

* requiring the auditor to 
evaluate the adequacy 
of disclosures in a going 
concern ‘close calls’ 
situation 

* including a new description 
of management’s 
responsibility for assessing 
the entity’s ability to 
continue as a going 
concern and whether the 
use of the going concern 
basis of accounting is 
appropriate, as well as 
disclosing, if applicable, 
matters relating to 
going concern

* including a new 
statement that the 
auditor’s responsibilities 
are to conclude on the 
appropriateness of 
management’s use of the 
going concern basis of 

Determining 
KAMs 

Matters communicated 
to those charged 
with governance

Matters that required
signifi cant auditor attention

Matters of most 
signifi cance in the audit

KAMs

significant doubt on the 
entity’s ability to continue 
as a going concern

* requiring a separate 
section under ‘material 
uncertainty related to 
going concern’, drawing 
attention to those 
disclosures if the entity’s 
going concern disclosures 
are adequate when a 
material uncertainty related 
to going concern exists

* requiring a modified 
opinion as the first section 
of the auditor’s report 
if the entity’s going 
concern disclosures 
are inadequate when a 
material uncertainty related 
to going concern exists. 

In some circumstances, 
matters relating to 
going concern may be 
determined to be a KAM 
and communicated in the 
auditor’s report in accordance 
with the new ISA 701. On the 
other hand, when a material 
uncertainty related to going 
concern exists, it is by nature 
a KAM, but it is reported 
separately in the ‘material 
uncertainty related to going 
concern’ section.

Effective date
The new requirements 

are effective for audit of 
fi nancial statements for 
periods ending on or after 
15 December 2016. Early 
application is permitted. 
The requirements 
will impact the entire 
fi nancial reporting chain 
including the preparers 
and ‘those charged 

with governance’, as the 
drafting and agreement 

of KAM requires 
communication 

between many 
parties. ■

accounting and, based 
on the audit evidence 
obtained, whether a 
material uncertainty exists 
relating to events or 
conditions that may cast 

Lock Peng Kuan is vice chair 
of the ACCA Global Forum 
for Audit and Assurance and 
partner and co-leader of audit 
and assurance at Baker Tilly 
Monteiro Heng in Malaysia
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▼ Cork: get the SME 
funding flowing

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

Belfast

Ulster Members’ 
Network Chairman’s 
Lunch
4 June
12.30-14.30
Ulster Members’ Network
Shane Logan, chief executive, 
Ulster Rugby
Kingspan Stadium
2 CPD units

Cork

Meeting With Your Bank 
– Funding For SMEs
3 June
18.00-20.00
Munster Members’ Network

Albert Diggin, area manager,
Bank of Ireland
Clarion Hotel,
Lapps Quay
2 CPD units

Dublin

Key Performance 
Indicators
4 June
09.30-16.30
Corporate sector training 
in partnership with Irish Tax 
Institute
John Doris, Meridian Business 
Advisors
Gibson Hotel, Point Village, 
Dublin 1
7 CPD units

Internal Audit in a 
Credit Union
10 June
09.00-17.00
Practitioners’ Network
Various speakers
Ashling Hotel,
Parkgate Street,
Dublin 7
7 CPD units

Understanding VAT 
and Employment Taxes 
for Businesses
11 June
09.30-16.30
Corporate sector training in 
partnership with Irish Tax Institute
Various speakers
Alexander Hotel, Dublin 2
7CPD units ■
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Exams pass muster
ACCA’s move to a more flexible exam timetable, with extra sessions and greater opportunity 
for resits, has been given top marks by both students and employers, says Alan Hatfield

At ACCA we strive to 
think ahead. The roles of 
accountants are always 
evolving, and we must adapt 
to meet the changing needs 
of students, employers and 
members. This means we 
are making changes to the 
way our exams are delivered 
and structured. 

Not only do the changes 
– some of which have already 
been introduced – ensure we 
remain relevant in the modern 
world; they also allow for more 
flexibility, while maintaining 
the rigour and quality of the 
ACCA Qualification.  

This added flexibility 
means employers will be 
able to better manage 
workloads and sustain 
business operations during 
the period in which trainees 
are developing their skills. 
Meanwhile, our focus on 
relevance means 
employers 
can continue 

to be confident that ACCA 
members are equipped with 
the right skills and knowledge 
demanded in the workplace.

‘It is essential to ensure 
the ACCA Qualification 
reflects what the market 
needs in terms of creating 
newly qualified finance 
professionals,’ says Catherine 
Edwards, ACCA’s director 
of qualifications. ‘ACCA 
has always assessed the 
qualification, updating it where 
necessary to stay relevant, and 
will continue to do so.’

Exam sessions
In terms of flexibility, one of 
the most significant changes 
will take place this September 
where, in selected markets, 
we will hold an additional 
exam session for the first time 
outside the traditional June 
and December periods. This 

exam session 

is a precursor to introducing 
four exam sessions a year in all 
countries from March 2016. 

Both employers and 
students have welcomed this 
development. Employers have 
told us about the potential 
benefits the increased choice 
and flexibility of having 
additional exam sessions 
offers them, allowing them to 
fit the sessions around their 
peak periods of activity and 
manage their resourcing. They 
can also use the additional 
sessions to split out their 
trainees in order to better 
support their work cycle, while 
the new March/September 
sessions may also be more 
suitable for their recruitment/
appraisal cycles.

Students are delighted 
that they can use the 
additional exam sessions 
to spread out their studies 
over a full year, giving them 
more flexibility to structure 
their learning around their 
work and life circumstances. 
Students will now also have 
the opportunity to resit exams 
within three months – as 
opposed to six under the 
former exam model – meaning 
a faster journey towards 
potential membership. 

We’re doing a lot of work 
behind the scenes to bring 
about these changes. The 
programme is being led by 
Judith Bennett who has, in 
varying roles, overseen the 

delivery of the ACCA 
exams for more 
than 15 years. ‘It 
really is a very 
exciting time for 
ACCA and all of our 
stakeholders,’ she 
says. ‘Employers 

and students have been 

telling us that they want these 
changes, so it’s rewarding 
and motivating to know our 
work will have a real, positive 
impact on them. Like me, 
many of my colleagues on the 
programme have produced 
and run the ACCA exams for 
a number of years. Having 
that pool of knowledge and 
expertise means our members 
can have real confidence 
that these changes will be 
introduced successfully.’

Structural change
Some significant changes 
to the structure of the 
Knowledge and Fundamentals 
Skills exams have already 
been made in the past 18 
months. More sophisticated 
questioning methods in the 
form of multitask questions 
have been used in the FIA and 
F1-F3 exams since February 
last year. These test students 
from a number of different 
angles on workplace tasks, 
better replicating the types 
of scenario they’ll face, and 
resulting in students being 
better prepared to apply 
their knowledge. 

In November last year we 
added the F4 English and 
Global exams to our suite 
of on-demand computer-
based exams (CBEs), which 
are offered at the early levels 
of the ACCA exams. They 
provide even further flexibility 
for students, as they can 
choose to sit their exams at a 
time and date that suits them.

A new exam structure 
for the F5-F9 exams was 
introduced from December 
2014, using a combination of 
objective tests and longer, 
written questions within 
the same exam. Previously 
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these exams only comprised 
the longer written question 
types, so the introduction 
of objective test questions 
now allows us to cover the 
full breadth of the syllabus 
in every exam. The more 
traditional, longer, written, 
questions will continue 
to require expert (human) 
marking to ensure that depth 
and application of knowledge 
is still tested comprehensively. 

The inclusion of expert 
marking at the higher levels of 

the ACCA exams distinguishes 
us from a number of other 
accountancy bodies. In 
recent years, some global 
competitors have moved 
to a more significant on-
demand CBE model, not 
requiring expert marking and 
subsequently compromising 
how rigorously a student is 
examined. As a result, we 
remain the largest, leading 
global accountancy body to 
be represented on multiple 
education frameworks 

benchmarked at 
master’s level. 
Any changes we 
introduce have 
gone through 
an extensive 
development and 
review cycle, so 
members and 
employers can 
continue to have 
confidence that 
our members 
hold a first-class 
professional 
qualification.

Embracing CBEs
Looking further ahead, we 
are moving F5-F9 to CBEs 
to enhance their relevance. 
The exams will continue to 
combine longer and objective-
test questions within the same 
exam, and will use applications 
such as spreadsheets and 
word processing within the 
questioning environment. This 
allows us to assess students on 
the tools finance professionals 
use in today’s environment 
and make them even better 
prepared for the workplace.

In January we announced 
an agreement with Pearson 
VUE, the market leader in 
delivering CBEs, for testing 
across these exams. This 
is being made available 
from September 2016 in 
selected markets.

We are taking a market-
by-market approach to 
transitioning our exams so 
that changes are implemented 
only when each market is 
ready for them and has the 
capabilities to administer 

CBEs. These exams will be 
available during the four 
exam sessions that are being 
introduced and will take place 
at a network of independent 
test centres. This will ensure 
we provide students with 
the same professional 
exam environment they 
currently experience. 

While changes are 
being made to the ACCA 
Qualification, some aspects 
remain unchanged to maintain 
rigour. For instance, students 
will still be allowed to attempt 
a maximum of eight different 
exams each year and be 
required to complete a 
thorough Practical Experience 
Requirement to become 
ACCA members.

The message is therefore 
clear. The ACCA exams may 
evolve over time, but the 
quality of the qualification will 
always remain constant. ■

Alan Hatfield is ACCA 
executive director of strategy 
and development 

Students can use 
the additional 

exam sessions to 
spread out their 

studies over a full 
year, giving them 

more flexibility to 
structure learning
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Talent treaty
ACCA and ISCA are collaborating to develop the talent pipeline 
for the Singapore accountancy sector 

ACCA Singapore and the 
Institute of Singapore 
Chartered Accountants 
(ISCA) have signed a 
partnership agreement to 
strengthen the accountancy 
talent pipeline in Singapore. 

This is in anticipation of the 
sector’s growth as Singapore 
transforms into a leading 
global accountancy hub. The 
accountancy sector’s GDP 
contribution is expected to 
grow at a similar rate to other 
developed countries such as 
Australia and the UK by 2020.

The partnership will expand 
the range of opportunities for 
those who aspire to become 
accountants. It will offer  
high-quality education 
and training for students 
from institutes of technical 
education (ITEs), polytechnics 
and universities and for mid-
career professionals. 

Under this partnership, 
ACCA and ISCA will 
collaborate on the 
Fundamentals level of the 
ACCA Qualification. ISCA 
will also contribute its local 
expertise to the F4 (Singapore 
Corporate and Business Law) 
and F6 (Singapore Taxation) 
papers to reflect the current 
Singapore legal regime.

The ACCA Fundamentals-
level papers will equip 
students with financial and 

Inside ACCA

64 Exams Extra session 
introduced

63 Diary Networking 
and CPD opportunities 
from ACCA Ireland over 
the coming month

24 President The 
forthcoming move to 
new headquarters will 
provide the right mix of 
heritage and modernity

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

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

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

Personal development
CPD, training and career 
progression support.

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

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

Go to www.accaglobal.
com/memberbenefits

management accounting skills 
as well as the key technical 
areas. They will graduate 
with an ACCA Advanced 
Diploma in Accounting and 
Business, which is recognised 
as a degree-equivalent in the 
UK and EU. This will provide 
students with a foundation 
to embark on a professional 
accountancy qualification such 
as the ACCA Professional level.

A second joint initiative 
will be to promote employer 
recognition and career 
development for aspiring 
finance and accounting 
professionals. As part of the 
collaboration, ACCA will 

develop a regional internship 
programme for students to 
gain practical work experience. 
In addition, working closely 
with industry partners, ACCA 
and ISCA will be jointly 
offering career guidance to 
all students and mid-career 
professionals as well as driving 
employability through career 
fairs and talks that will be open 
to the public.

Other initiatives will include 
joint prizes and scholarships 
for outstanding students 
and also collaborations to 
inculcate strategic thinking 
among finance and accounting 
students and professionals. 

► Getting ready 
for growth
The ACCA/ISCA 
partnership will build 
capacity in Singapore

Singapore boss takes strategic Asia Pacific role

ACCA has appointed the current head of ACCA Singapore to a key strategy and 
development role for Asia Pacific. 

Leong Soo Yee will be director – Asia Pacific, with responsibility for developing the 
accountancy profession in the Asia Pacific markets of Australia and New Zealand, Cambodia, 
China, Hong Kong, Laos, Malaysia, Singapore and Vietnam, and for building ACCA’s profile 
there. She will also explore new partnerships to create fresh training and development 
opportunities for the 163,000 ACCA members and students in the region.
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