
CPD
 
Get verifiable CPD units by 
reading technical articles

The magazine for finance professionals
ABIE Accounting and Business

Think AheadThink Ahead Pay gaps Specific industries need more senior-level women
Prompting practice New standards should prompt better business

Turning the tide Gender equality in the Irish workplace 
Revenue initiatives New strategies and guidelines for 2015

IE 05/2015

IE.A
B

   A
ccou

n
tin

g an
d

 B
u

sin
ess 05/2015

Ability to adapt 
Should the EU have a single model for corporate governance?

Accountants as leaders 
Can accountants become effective leaders and entrepreneurs?

Right on target 
Managing director Siobhán Talbot 
continues to outperform at Glanbia

Women on top
Irish female leaders in business explore 
diversity management

www.accaglobal.com


www.simi.ie/CSSRepairer


Celtic Tiger stirs again

Here at Accounting and 
Business, we constantly 
strive to improve the way 
we deliver our content so 
that members get the most 

out of their reading experience. So in this, our 110th year of 
publishing (see page 66), we’re delighted to announce that 
we are making all our content available on an exciting new 
app that is accessible via desktop, tablet and smartphone. 

Digital delivery of the magazine means we can give you 
more. For example, you can directly access video and podcasts 
featuring hot accounting topics and personalities, and as we 
move ahead we will be exploring the full range of possibilities 
offered by the new format. Digital publishing also allows us 
to offer a more sustainable and environmentally friendly way 
of distributing the publication that reflects both advances in 
technology and changes in the way that all of us are consuming 
information. Turn to page 10 to find out more about the future of 
your magazine.

In the last 18 months we have watched as multinationals 
continue to invest and base their headquarters here. Irish 

business models are being researched and replicated in other 
countries, with the agriculture and aviation industries paving 
the way. Start-ups and enthusiastic entrepreneurs are also 
beginning to feel confident about showcasing their talent 
again, as Enterprise Ireland increases its funding of innovative 
technologies, products and services. Although it will take many 
years, perhaps another generation, before the full effects of 
the recession pass, the appetite for growth and the levels of 
ambition in the Irish business world have not waned. This is what 
will keep Ireland at the forefront of global financial markets. 

As our International Women’s Roundtable Forum made 
clear, there are still areas of diversity that need looking at in all 
companies – turn to page 19 for the forum’s findings. It is also 
fitting that our focus interview is Glanbia CEO Siobhán Talbot – 
Ireland’s most powerful and successful woman in business. 

This is my final AB editorial, but all through my 18 months as 
editor the economic landscape has been changing for the better 
and the country continues to move forward. As Seamus Heaney 
said, ‘We hug our little destiny again.’

Shauna Rahman, Ireland editor, shaunarahman@ifpmedia.com
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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
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Member benefits
To learn more about the benefits of 
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ACCA is the global body for 
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management. We support our 170,000 
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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 
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Twitter
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Videos and podcasts
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Webinars
On a raft of topical issues
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▼ Export Hub
A new initiative for 
exporters has been 
launched, led by 
the Irish Exporters 
Association and backed 
by PwC, ABP, AIB, DHL 
and Euler Hermes 

► Super marketing
Some 400 international 
food buyers attended 
Bord Bia's Marketplace in 
Dublin. The food board 
is targeting at least €30m 
worth of new business 
from the one-day event

▼  More jobs 
Jobs minister Richard 
Bruton announced 
that IFDS, the global 
provider of outsourced 
administration and 
financial technology 
solutions, will create 75 
jobs in Dublin this year

▼ Booze ban
The Restaurants 
Association of Ireland 
called for the ’archaic’ 
ban on the sale of 
alcohol on Good Friday 
to be lifted, after it cost 
the sector an estimated 
€15m this year
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▼ Count me in
Darren Ryan, CEO of 
Social Entrepreneurs 
Ireland, called on 
corporate Ireland to 
back its Count Me In 
campaign for social 
entrepreneurship 

▼ App-reciating 
your takeaway
Brothers Conor and 
James McCarthy 
launched the Flipdish 
smartphone app, 
allowing food orders to 
be made extra fast 

▼ Good investment
Permanent TSB has 
been encouraged by 
international investor 
responses to its 
planned €525m capital 
raising, which must be 
completed by this July
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News roundup
Ten thousand jobs will be created at the IFSC by 2020 under a new government initiative, 
while financial technology services are becoming increasingly important in the economy

CCCTB opposition
Ireland will oppose moves by 
the European Commission 
(EC) to introduce a Common 
Consolidated Corporate Tax 
Base (CCCTB), taoiseach Enda 
Kenny has warned. The EC 
intends to publish plans for 
harmonising corporation tax 
rules in June. The taoiseach 
said: ‘Ireland has always 
objected to the proposal that 
was on the table in respect 
of CCCTB as not a feasible 
proposition at all.’ He added 
that Ireland would work 
constructively with the EC if it 
presents different proposals.

IAG close to take over
The takeover of Aer Lingus 
by the International Airlines 
Group (IAG) – owner of BA – 
became more likely when the 
Irish company’s third largest 
shareholder, Etihad, backed 
the move. Obstacles raised by 
the Irish government and trade 
unions are meanwhile being 
addressed by IAG. The Irish 
government has called on the 
UK’s Competition and Markets 
Authority to enforce a 2013 
decision by its predecessor, 
the Competition Commission, 
requiring Ryanair to dispose of 
its Aer Lingus holding.

 
Ryanair fails to fly
Ryanair’s plan to launch 
a transatlantic service 
descended into farce when the 
airline was forced to explain 
that the plan had not been 
given board approval – after 
initially stating that it had 
been. The airline admitted 
that a statement sent by 
text to the Financial Times 
had been factually wrong 
and that the proposal had 
not been considered by a 

board meeting. Ryanair still 
intends to launch a low-cost 
transatlantic service, but would 
do so through a subsidiary 
company in the future.

Government tax cuts
The Fine Gael government 
may cut tax rates in the run-up 
to the next general election in 
2016, taoiseach Enda Kenny 
has hinted. Cuts are now 
expected in October’s Budget. 
‘Hopefully, we can continue 
to reduce the taxation burden 
so that people next year 
will continue to see another 
modest increase in their take-
home pay,’ said the taoiseach. 
But he added that Ireland 
would accept the deficit rules 
imposed by the EC when 
reviewing tax rates.

Shared services take off
Shared services centres are 
becoming an increasingly 
important part of the Irish 
economy and are set to create 
more employment, according 
to a joint survey conducted 

by ACCA and PwC. However, 
the centres could be more 
effective if they improved the 
way they operate and use 
technology. Alisa Hayden, a 
partner at PwC, said: ‘With a 
highly talented workforce and 
competitive tax regime, the 
survey highlights that Ireland 
has a huge opportunity to 
further develop its offering 
as a centre of excellence for 
shared services centres.’

 
RSA props up UK
RSA Insurance‘s Irish operation 
used €250m of its reserves 
to prop up the group’s 
business in the UK. This is 
according to an allegation 
made in the Employment 
Appeals Tribunal. Claiming 
unfair dismissal, RSA Ireland’s 
former chief executive Philip 
Smith said that ‘the alleged 
raid on Irish reserves left the 
business in a parlous state’, 
contributing to the reserving 
and claims problems that 
emerged in 2013 and which 
led to an additional rights 

issue by the group. RSA did 
not respond to a request 
for comment.

 
NI apprenticeships 
The Northern Ireland 
Executive has urged more 
accountancy firms to use 
apprenticeships to achieve 
higher level qualifications for 
employees. The employment 
and learning minister, Dr 
Stephen Farry, said that 
18 accountancy firms in 
NI are now employing 27 
apprentices. The NI Executive 
has strongly promoted the 
province to accountancy firms, 
leading to Deloitte, EY and 
PwC all opening large support 
centres in Belfast.

 
Apple allegations 
Milan’s public prosecutor’s 
office is investigating whether 
Apple transferred profits of 
€879m from Italy to its Irish 
operations to reduce tax 
liabilities. According to a 
report in the Italian media, 
the transfer was reported in 
Apple’s accounts as being for 
consulting services. Officials 
from the public prosecutor’s 
offices raided Apple’s Milan 
offices in 2013. Apple did 
not respond to a request 
for comment.

Banks must do more 
Banks in NI may be acting as 
a block to economic recovery, 
rather than aiding it, the 
House of Commons NI Affairs 
Committee has complained. 
The MPs said that while they 
would like more competition 
in the banking sector, it is 
most important that existing 
banks improve their services 
to customers without returning 
to the aggressive lending 

Tesco lawsuit 

A US law firm is 
seeking support from 
Tesco shareholders to 
launch a class action 
lawsuit against the 
retailer on the basis of 
its accounting mis-
statement last year. 
Woods McGuire – an 
international law firm 
based in Virginia – has formed the Tesco Shareholder 
Claims group to recover losses for investors as a result of 
the £263m over-statement of profits in interim results. Other 
lawsuits are also being prepared against Tesco regarding 
the mis-statement. Stewarts Law, a UK firm, intends to lodge 
a claim on behalf of UK shareholders, while Scott & Scott is 
taking action on behalf of the US investors.
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practices that contributed to 
the crisis. They urged the NI 
Executive to ‘keep a close eye‘ 
on the relationship between 
Cerberus Capital Management 
– which has bought much 
of the National Asset 
Management Agency debt 
– and businesses operating 
in NI.

 
Goldman Sachs warning
Goldman Sachs has warned 
against a government 
containing Sinn Féin, 
suggesting that this could 
precipitate a crisis through 
anti-austerity policies in 
Ireland similar to those 
adopted by Syriza in Greece. 
Senior Goldman Sachs 
Europe economist, Kevin Daly, 
described the rise of Sinn Féin 
as the main threat to the Irish 
economy. Martin McGuinness, 
NI’s deputy first minister, 
responded that the statement 
was ‘total nonsense’. 

Low mining tax rates
Ireland offers the world’s lowest 
tax rate on mining incomes, 
according to analysis from 
the Fraser Institute. It was 
placed 11th overall in terms of 
competitiveness. Ireland scores 
well for legal environment, low 
trade barriers and security, but 
lags behind much of Europe 
in terms of infrastructure. The 
report concluded that there is a 
low level of certainty regarding 
the regulatory framework for 
environmental protection.

Gender remains issue
A global study of women’s 
representation at senior levels 
shows significant progress but 
concludes that much more 
needs to be done. Deloitte 
found that diversity initiatives 
are proving effective, with 
65% of women responding to 
the survey reporting that their 
organisation had taken steps 
to improve the representation 

of women at senior levels. 
Flexible working, gender 
diversity targets, maternity 
support, paternity leave 
and executive commitment 
were the most widely used 
programmes to support the 
advancement of women. Yet 
fewer than half of respondents 
were confident their employers 
treated gender diversity as a 
major business issue.

IFSC job boost
An additional 10,000 jobs 
will be created at Dublin’s 
International Financial Services 
Centre (IFSC) by 2020 if the 
government’s newly published 
strategy is successful. This 
would increase employment 
by 45,000 at the IFSC by the 
end of the decade. The new 
strategy includes separation 
of public and private sector 
interests and renaming 
the centre. Soon after the 
publication of the strategy 
documents, it emerged that 
Credit Suisse is to move 
about 200 trading jobs from 
London to Dublin to cut 
costs. Deloitte reports that a 
further 5,000 jobs could be 
created in Ireland through the 
development of technologies 
to support back-office 
financial services. 

RBS pays CFO more 
RBS is paying its CFO more 
than it pays its CEO, it 
has emerged. CFO Ewen 
Stevenson received £3.1m 
last year, whereas CEO Ross 
McEwan was paid £1.85m. 
Stevenson’s remuneration 
included £1.9m to compensate 
him for the loss of awards 
that he would have received 
had he continued in the 
employment of Credit Suisse, 
which he left in May last year. 
The bank’s remuneration 
report stated the £1.9m was 
’delivered entirely in shares 
and subject to deferral, » 

Dublin rises in rankings

Dublin has regained ground in its attractiveness as an 
international financial centre, according to the latest 
Global Financial Centres Index, produced by Z/Yen Group. 
The latest survey places it 52nd; last year it was 70th out 
of 82 financial centres surveyed. New York is first this year, 
followed by London and Hong Kong.

Ranking at 
March 2015

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

52

City

New York
London
Hong Kong
Singapore
Tokyo
Zurich
Seoul
San Francisco
Chicago
Boston
Toronto
Washington DC
Geneva
Riyadh
Vancouver

Dublin

Ranking change since 
September 2014 

 –
 –
 –
 –
▲ 1
▲ 1
▲ 1
▼ 3
▲ 3
▼ 1
 –
▼ 2
 –
▲ 7
▼ 1

▲ 18
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on terms that are no more 
generous than the terms of the 
awards replaced’.

Quindell ’aggressive’ 
Quindell used accounting 
practices that were ‘were 
largely acceptable but are 
at the aggressive end of 
acceptable practice’, according 
to a review conducted by 
PwC. The review centred on 
practices related to revenue 
recognition and deferred 
acquisition costs. PwC said 
that some of Quindell’s 
accounting practices were ‘not 
appropriate’, in particular the 
treatment of income relating to 
legal action on behalf of clients 
for noise-induced hearing loss. 
The review concluded that 
there was insufficient internal 
data held to support decisions 
taken on revenue recognition 
and cost deferral. The practices 
were used by Quindell’s 
professional services division, 
which is now the subject of a 
conditional sale agreement.

HMRC rules out IR35
The abolition of IR35 would 
cost £550m a year, according to 
a review undertaken by HMRC 
on the recommendation of 
the UK House of Lords Select 
Committee on Personal Service 
Companies. The annual cost 
of IR35 administration is just 
£16m. It is estimated that 
tax revenues would fall by 
£520m from increased use of 
personal service companies if 
IR35 were abolished, as well 
as losing £30m from taxpayers 
currently subject to IR35. The 
UK government responded by 
ruling out the abolition of IR35.

KPMG partners Lane4
KPMG has formed a joint 
venture with Lane4 to provide 
a recruitment and staff 
development consultancy. 
Lane4 was founded by Olympic 
gold medallist swimmer Adrian 
Moorhouse in 1995. Tim Payne, 
head of KPMG’s people and 
change practice, said: ‘Talent 
is at or near the top of the 

agenda for all of our clients. 
Our partnership with Lane4 
will bring practical approaches 
to identifying, selecting and 
developing talent at all levels.’ 
KPMG has also announced a 
partnership arrangement with 
UK Trade and Investment to 
support UK businesses with 
their export operations.

ACCA calls for interns 
ACCA has called on more 
businesses to provide 
paid internships. A survey 

conducted by YouGov for 
ACCA and Intern Aware 
found that internships 
are far more common in 
London than in other English 
regions. The survey reported 
that 37% of organisations 
using interns sometimes 
engage them through family 
or friendship connections. 
ACCA chief executive Helen 
Brand said: ‘We know that 
only a tiny minority of young 
people can afford to travel 
to London for an internship. 

With work experience now 
considered an integral 
part of any CV, the lack of 
opportunities available 
outside the capital will 
only add to the economic 
divide between the north 
and south of the country 
in future years.’ ACCA 
wants 60% of businesses 
to provide paid internships 
by 2017. ■

Compiled by Paul Gosling, 
journalist

As you will have read on the Welcome page (page 3), AB is being made available in multiple 
digital formats from this month. Members will benefit from our innovative app version of the 
magazine, accessible on PC, tablet and smartphone and offering a more sustainable and 
environmentally friendly format.

The new versions will have all the usual news and technical updates, analysis, interviews, 
careers advice, CPD material and ACCA news. But the digital format will also allow us to 
present content in a variety of new ways, including:

* video interviews with leading ACCA members and other experts

* podcasts on topical and technical issues

* direct links to useful information across the web

* more pictures and better access to useful content related to our articles.
To get the new digital version, visit our new, improved AB magazine hub at www.accaglobal.

com/ab. We will also let you know how you can opt to give up print and go fully digital. 
We hope you enjoy our digital edition, and will be seeking your feedback. If you have any 

questions, please email abeditor@accaglobal.com.

AB goes digital!
How to get your innovative launch edition of the Accounting and Business 
magazine app in May – designed for desktop, table and smartphone
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All the right ingredients
As the first female MD of the global performance nutrition and ingredients group 
Glanbia, Siobhán Talbot has made her mark, driving an ambitious expansion programme

for better opportunities. However, I think it is imperative that 
people moving abroad embrace the positive slant of gaining 
a different and broadening perspective of working in their 
sector abroad. 

‘You learn about another culture and build up your core 
capabilities in a different environment, which can only add to 
your experience when you decide to return home. We built a 
great infrastructure in Sydney, where we created a good work-life 
balance, as we would have done in Dublin, but it did expand 
our experience in working with a broader client base, and larger 
companies and multinationals, which we may not have had the 
opportunity to do in Ireland at that time,’ she says. 

Commitment and drive
In terms of recruiting for Glanbia, Talbot says prospective 
employees who have overseas experience are always considered 
positive additions to the company. ‘When you look at your team, 
it is so important that you know that they not only enjoy their 
work, but are committed to their roles. When graduates join our 
work teams at Glanbia, we know from the outset that they have 
a sound intellectual capability for their job, but what sets them 
apart from others is whether they also have that commitment and 
drive that is so important to achieve higher goals,’ says Talbot. 

Glanbia is accredited with all the accountancy bodies as an 
employer, and it is receiving huge interest among graduates 
who want to join the finance teams. ‘I think, as a discipline, 
finance can be a great entry point into an organisation’ she 
says, ‘as it gives a level of understanding of the nuts and bolts 

of what drives growth and what makes 
the organisation tick.’

As an MD, Talbot’s role dominates 
all areas of the organisation. Front of 
house, she represents Glanbia with 
the stakeholders, and part of her role 
with her executive team is to meet 
and engage with the group’s largest 
shareholder – Glanbia Co-operative – 
which deals with the group’s supplier 
base of farmers. 

‘We could have engagements and 
meetings in locations as diverse as 
local farmer co-operatives in Waterford 
to meeting with major investors in 
New York,’ she explains. ‘The natural 
performance management in the group 
is essential. » 

Siobhán Talbot was voted number one in the Irish 
Independent poll of Ireland’s Top 50 Businesswomen in 
2014. Her positive attitude and work ethic were cited as 

the qualities that helped put her at the top of the poll.
With only two years at the helm, Talbot, managing director 

of global performance nutrition and ingredients group Glanbia, 
is leading the group to exceed all expectations – this is the fifth 
year the group has experienced double-digit growth. She is 
the first female MD of such a major Irish company. 

The Kilkenny native became financial controller of Waterford 
Foods in 1997 when the company merged with Avonmore Foods 
to form Avonmore Wateford Group (AWG). The group was 
renamed and rebranded as Glanbia in 1999. Talbot was group 
secretary in the merged entity before being appointed deputy 
finance director in 2005 and then being made group finance 
director and becoming the only woman on the board in July 
2009, before being appointed group MD in 2013. 

The group, which employs over 5,800 people in 34 countries, 
had total group revenues worth €3.5bn in 2014, as group 
earnings grew by 7.9% to €245m. This puts it on track for a 
target, set in 2014, to grow year on year by between 8% and 10% 
up to 2018. 

Broadening horizons
A fellow of the Institute of Chartered Accountants in Ireland, 
graduating with a BComm from University College Dublin 
and completing a postgraduate in professional accounting, 
Talbot underlines the importance of education, but also 
emphasises the importance of gaining 
professional experience abroad. She 
began her first accountancy role in 
PwC, based in Dublin. While working 
there, Talbot seized the opportunity to 
transfer to the PwC offices in Sydney.

‘My husband Billy and I were newly 
married when we went on our trip to 
Australia in 1987, and at that point, 
Ireland was in the depths of the 1980s 
recession. There is no doubt that our 
work and life experiences during our 
two-year tenure working in Sydney 
were invaluable. During the most 
recent recession, a major contingent 
of Irish people – not just in finance 
but in all industry sectors – felt the 
compulsion to go overseas to search 

‘We are very 
active in looking 
for mergers and 
acquisitions for 

the future. There 
is always further 

scope to invest 
and expand’
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€185m processing dairy processing 
plant in Belview, Co Kilkenny. It is one 
of the biggest facilities in Ireland and, 
if global demand for dairy products 
continues to grow, Talbot say the 
facility is scalable. 

‘All in all this investment 
programme is worth €235m, and 
with nearly 5,000 local dairy farmers 
supplying the milk to the facility, 
it will bring more security for milk 
suppliers – a major coup for rural 
Ireland,’ she says. From rural Ireland 
to expansion abroad, Talbot says 
further investment on a global scale is 
inevitable.

Enteprise Ireland CEO Julie 
Sinnamon mentioned at the recent 

ACCA International Women’s Day event (see page 19), that 
she had never seen so many Avonmore trucks in Shanghai, 
China, and Talbot agrees that the market for Glanbia products is 
growing at an increasing rate abroad.

‘We invested for the first time in bringing our Avonmore 
brand – the second largest milk brand in Ireland – to overseas 
consumers, which is collaborative and aligned to our 
investment strategy. We are also investing in our Idaho dairy 
operations in the US in 2015. 

‘What we have done and seek to continue to do is to 
have a programme of organic measures – building existing 
capabilities – and building on those acquired in 2014 (Isopure 
and Nutramino, both sports nutrition businesses). 

With over €3.5bn in revenue, 
strategic planning and  performance 
reviews are always being gauged and 
looked at, while also driving our growth 
and people agenda.’ Talbot says one 
of her main aims for last year was to 
meet as many Glanbia employees as 
possible. ‘We instigated, under the 
banner “Our Glanbia Progamme”, a 
programme of meeting employees at 
all locations, to illustrate what we have 
planned for the next three to five years.

In early 2014 they articulated to the 
capital markets their strategic plans 
to grow the organisation, setting their 
targets at between 8-10% growth 
margins annually. Having done this with 
the external stakeholders, Talbot and 
the executive board were keen to present this to employees. 

‘It was a group-wide programme at factory-floor level through 
all our commercial support functions and detailing our plans and 
strategies to them. It was a brilliant initiative, and, particularly for 
me, to be able to connect face-to-face was an essential part of 
the programme.’ 

Global expansion
So, where will Talbot take Glanbia in 2015? Over the last few 
years the group has sought to capitalise on the successful 
platform in Ireland and the US and to push forward. Recently, 
in the largest single infrastructure investment in Ireland by an 
indigenous company in the last 85 years, Glanbia opened its 

2013
Appointed as group managing 
director of Glanbia on 12 November

2009
Appointed group finance director of 
Glanbia, where her role encompassed 
responsibility for group strategic planning. 

2000
Becomes a member of Glanbia’s group executive 
committee 

1999
Avonmore Waterford Group is rebranded as Glanbia 
and Talbot continues as group secretary. She had 
worked as financial controller for Waterford Foods 
since 1997

1985
Begins her training contract as an accountant at PwC

‘Consumers today 
are looking for 

authenticity and 
clean labels...

smaller businesses 
need to tap into 

these niche 
opportunities’
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third year – Talbot is well aware of the obstacles that life 
can throw at you. However, she believes that everyone has 
the opportunity to put 100% into both their professional and 
personal lives.

She is a great believer in giving equal opportunities to 
everyone whether male or female and has always maintained 
this stance on the topic of gender quota. It all comes down to 
individual merits and who is right for the job, she says, rather 
than seeking a male-female balance. Talbot is adamant that 
everyone has an obligation to fulfil their role and duties to the 
best of their ability regardless of what gender they are. ‘When 
I look back at my business career from the beginning at 
PwC – 50% of those who started at the same time as myself, 
were women – to when I began in Glanbia, there is no doubt 
that I had very supportive teams around me. Of course, with 
children this can become more difficult, but I feel the juggling 
of family is difficult for fathers in the workplace as well as 
for mothers. 

‘Work-life balance is important, and I would encourage 
not just my own children, but young people in general to 
work hard, seek an education, enjoy college life, travel and 
go overseas, and bring back all these experiences to a new 
life in Ireland. I think young people need to stay true to their 
core values because the world is a more difficult place than 
it was when I was first starting out. And with technology and 
social media, the younger generation have a lot more to 
deal with.

‘My motto is to “stay true to yourself” and looking forward, 
I hope to continue to do so.’ ■

Shauna Rahman, editor, AB.IE

‘We are very active in looking for mergers and acquisitions 
for the future, as there is always further scope to invest and 
expand,’ says Talbot. 

In April, Glanbia sold its €29m stake in Nigeria-based 
Nutricimia, which she says was the right move at this time. 
Another significant development this year, according to 
Talbot, is the move by Glanbia Co-operative to release 
approximately €238m of its value to members, to help them 
finance significant expansion and investment in the Irish 
dairy industry. 

‘We in Ireland are at the forefront of our agricultural, 
food, nutrition and drinks industries. It is our business model 
that other countries are looking to for guidance. Ireland is 
synonymous with quality, sustainability and traceability, and we 
are researching and listening to consumers, because consumer 
needs are changing daily.

‘As a global ingredients provider or brand owner, 
we consistently look to follow the core trends in our 
industry. For those smaller to medium-tier food and drink 
companies, consumers today are looking for authenticity 
and clean labels and in order to progress, smaller 
businesses need to tap into these niche opportunities 
themselves, where consumers are willing to pay for a point 
of differentiation.’

Obstacles and opportunities
As someone who has beaten breast cancer, and who has 
two children at that important teenager-adult transition 
stage – her daughter is 18 and studying to become a doctor 
at the Royal College of Surgeons, while her son is studying 
biomedical and life sciences in college and is currently in his 
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Turning the tide
Women in Ireland today are more ambitious than ever, but they still face many hurdles 
before they can catch up with their counterparts in other European countries

executive directors of public companies are women. But this has 
not had the intended knock-on impact on senior management. 
Recent academic research, Breaking the Glass Ceiling?, found 
that a mere 6.4% of Norway’s top managers were women and 
there were no female CEOs of major Norwegian companies.

Positive promotion 
According to the 30% Club, which promotes the advancement 
of women in business globally, no major improvement will 
be achieved until the culture within business has changed. Top-
down, imposed reforms do not affect the underlying culture. 

Deloitte is one of the members of the 30% Club (as are 
EY, KPMG and PwC), and its engagement is part of a range of 
programmes it uses to support the advancement of women 
as leaders in the firm. ‘We are promoting more women into 
leadership and board positions,’ explains Orla Graham, head of 
human resources for Deloitte in Ireland. 

More than a quarter of Deloitte’s partners and directors in 
Ireland are women, while one, Jackie Henry, is the senior partner 
for Deloitte in Northern Ireland. Women also make up more than 
half of Deloitte’s managers and graduate intake in Ireland. ‘I think 
what that shows is that the position is healthy,’ says Graham. 

‘The challenge is always getting women through the ranks into 
senior management level and above, and getting more balance 
at the level of partners and directors,’ she adds. ‘We have to look 
at talent management to get more of our best talent up to 
partner and director level and to get [gender] balance 
at all levels. It is a business case. Successful firms 
have a balanced leadership and balance 
makes people think differently. It’s not about 
doing it for the sake of doing it.’ » 

The number of female company directors in Ireland 
has risen by 10% in the last six years, with women 
now holding 36% of directorships in Irish private 

companies.
The situation is similar on the boards of state bodies. Some 

state bodies. Some 36% of positions on Irish state boards are 
held by women, which is up from just 15% in 1993, when the 
government established a 40% target for female representation. 

But in Irish public companies, things are less positive – just 
10.5% of board members of the largest publicly listed companies 
in Ireland are women, compared to the EU average of 18.6%. 

Ireland remains some way below best practice internationally. 
Germany has made strong progress in increasing the 
proportion of women in the boardroom – they hold 18.9% 
of positions on supervisory boards of public companies, up 
from 10% in the last three years. From next year, women must 
constitute 30% of the membership of the supervisory boards of 
Germany’s largest companies.

It is now 12 years since Norway adopted 
its statutory requirement for 40% of all 
directors of publicly listed companies 
to be women. Today 40.7% of non-
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Sarah Connellan is an EY tax partner 
in Dublin, leading its human capital 
group.  She completed a BSc in 
management with Trinity College 
Dublin and her career, since then, has 
been with Big Four firms.

‘I have always been ambitious to 
progress to the next level, to broaden 
to new experiences and to influence 
change,’ she says. ‘The opportunity to 
join EY as a partner in 2014 fulfilled this 
ambition, by joining and being part of a 
very exciting firm, with market-leading 
growth. This is a very exciting time for 
the human capital service offering, as 
Ireland embeds itself as a global centre 

for talent and organisations strive to 
attract and retain key personnel.’

Grainne Kelly is CEO and founder of 
the international, Derry-based, business 
Bubblebum – which manufactures 
and markets blow-up, transportable, 
children’s car seats. She says: ‘I love 
being a woman in business. I have 
found being a woman works very much 
to my advantage.’

Kelly can only recall one instance 
when she had specific difficulty because 
she was a female CEO. ‘I had an 
experience in China,’ she says. ‘Not  
only was I the only woman they had 

ever seen in the factory, but I was 
the only giant, white woman they 
had ever seen! That was very difficult 
because the factory owner would not 
talk directly to me, but only to the 
translator, who was also my agent at 
that time.

‘I asked my agent to put forward 
a question on my behalf, but instead 
they talked at length to each other. 
When I tried to interrupt, my agent put 
his hand up in front of my face to tell 
me to stop talking. So, I took him out  
of the room and told him firmly that  
this is not how we do things in Ireland, 
and that stopped that.’

Irish women mean business
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Irish millennial women ranked a lack of career-
progression opportunities as the most common 

reason for leaving a former employer. Employers must 
commit to inclusive cultures and talent strategies that lean 

into the confidence and ambition of the female millennial from 
day one of their career.’

Setting up businesses for themselves is now a favoured 
option for many women. According to a report by Global 
Entrepreneurship Monitor, more than 12,000 women set up 
businesses in Ireland every year. But, says the study, female 
business leaders are less ambitious than their male peers; fewer 
have growth ambitions for their businesses; and only one in three 
has confidence in their entrepreneurial capacity.

Effects of recession 
But even if there has been a general improvement in the 
prospects for women at work, progress is painfully slow. Oxfam 
recently highlighted figures indicating that, globally, at the 
current rate of closing the gender pay gap, it will take another 75 
years before equal pay for equal work is achieved.

The recession seems to have actually reversed previously 
positive trends. The European Commission calculates that, 
although in 2009 women in Ireland earned 12.6% less than 
men on average, by 2014 the gap had widened to 16.4%. 
One reason, the EC speculates, might have been the reduced 
provision of childcare and its higher cost, at least in real terms, 
compared to net pay. Half the 975,000 women in the Irish 
workforce have children.

The EC points out: ‘Compared to their male counterparts 
Irish women work fewer hours, earn less money and are 
inadequately represented in business, the Oireachtas, and in 
local and regional authorities. Statistics suggest women still face 
many difficulties when it comes to career advancement in both 
the public and private sectors. In Ireland the gender pay gap is 
around 4% for the bottom 10% of earners, but this figure jumps 
to 24.6% when it comes to the top 10% of earners.’

But it is instructive to remember the comparatively recent 
advancements that have been made. Women in Ireland used to 
be barred from working for the public sector, and in some other 
occupations, once they married – and this only changed when 
Ireland joined the then European Economic Community (EEC) in 
1973. Seven years earlier, women’s pay in Ireland was less than 
half that of men, while a mere 5% of married women had jobs. By 
2006, this had risen to more than half. Progress has been made – 
but it remains frustratingly slow. ■

Paul Gosling, journalist

Big Four on board
For International Women’s Day in March, Deloitte 
hosted two events in Dublin, one involving 150 female 
staff attending an event on leadership. The focus was on 
women being inspired by women as leaders across different 
parts of society – including in sport and charities. A second event 
discussed how to encourage more female leaders. Ongoing 
Deloitte programmes include mentoring support, while the 
Deloitte University in Brussels focuses on leadership development, 
including the promotion of diversity.

EY has eight female partners in Ireland and says it is ‘building 
a very strong pipeline for the future’. The firm also operates 
several leadership programmes in Ireland and the UK, supporting 
the development of potential female leaders. One of these is 
‘Inclusive Leadership’, mandatory for all managers, partners and 
directors.  EY also runs two programmes specifically targeted 
at female staff development: ‘Career Watch’, for female and 
black and ethnic minority managers; and ‘Pearls’, which supports 
women as part of EY’s senior leadership programme.

PwC reports significant progress in supporting the advance 
of women within the firm in NI and the rest of the UK (PwC and 
KPMG did not submit statistics for women in senior positions 
in their firms in Ireland). In 2014, 40% of PwC’s new UK partner 
admissions were women. In NI, 10 of its 39 partners and 
associate partners are women.

Reality check
A newly published PwC study looks at attitudes among female 
‘millennials’ – those born between 1980 and 1995 – and finds 
younger women in Ireland represent the most confident and 
ambitious generation ever. Nearly half (48%) of Irish female 
millennials believe they can reach the very top levels with their 
current employer (3% more than the global average). And a 
much higher percentage of Irish female millennials (85% in 
Ireland, against 68% globally) report having senior female role 
models to inspire them.

Yet Irish women’s ambition to reach the top in business does 
not match the reality. More than half of Irish female millennials 
rank their employers as too male-biased when it comes to 
internal promotions. Almost three quarters feel that while their 
organisations talk about diversity, opportunities are not genuinely 
equal for everyone (which is slightly more than the global average). 
And, worryingly, over half believe that ‘work-life balance’ and 
flexibility programmes are not readily available or possible in their 
workplace (again, above the global average).

Aoife Flood, the Dublin-based lead author of the report and a 
member of PwC’s Global Diversity & Inclusion Programme, says: 
‘When it comes to earning power and patterns, millennial women 
in Ireland really are trailblazers, with 88% of female millennials 
in a dual-career couple, earning as much as, or more than, their 
partner or spouse. Globally, our research also identified that the 
more experienced the female millennial, the more likely she is to 
be the primary earner in her relationship.’

Flood adds: ‘Our research also dispels some significant 
myths – for example, that women leave work to have families. 

For more information:

Read Breaking the Glass Ceiling? at  
tinyurl.com/ntl2zp4

Read GEM 2012 Women’s Report at tinyurl.com/
gemwomen
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ACCA Ireland’s International Women’s Day event gave successful Irish business leaders  
a platform to discuss the changing definition of diversity in the working environment

Diversity on the table

More than 180 business and financial professionals  
attended ACCA Ireland’s 12th International 
Women’s Day event, which took place in March at 

the Westin Hotel in Dublin. It reviewed the role of working 
women in Irish society and included an informative and 
focused roundtable discussion. Successful female business 
leaders outlined diversity management in their organisations 
and recommended strategies within the finance function to 
promote better diversity and inclusion.

Unconscious bias and conscious inclusion
According to the ACCA report, Towards better diversity 
management, although many companies have invested heavily 
in promoting diversity, particularly gender diversity, they have yet 
to see commensurate results. They are therefore shifting their 
emphasis towards diversity that works. The more experienced 
companies are moving their focus away from categories of 
employees, such as ethnic minorities and women, and are 
instead encouraging an inclusive culture, where all employees 
feel valued as individuals. 

One of the main topics discussed was the word diversity itself 
and what it means in relation to the finance function. Allowing 
this term to evolve and have a more positive meaning within » 

Roundtable attendees 
 
Helen Brand OBE, chief executive, ACCA
Etain Doyle (chair), senior executive coach, and  
chair of ACCA’s Business Leaders’ Forum
Marie O’Connor, partner, PwC and 30% Club  
leader in Ireland
Melanie Sheppard, finance director, Pfizer
Rosemaree Danaher, CFO, IBM
Ita McCarron, finance director, GlaxoSmithKline
Eilis Quinlan, principal, Quinlan & Co, ISME 
spokesperson
Anne Keogh, former ACCA Ireland president  
and CFO, The Well Water
Sinead Heffernan, managing director, 
Thunders Bakery
Orla Nolan, training director, IFS
Liz Hughes, head, ACCA Ireland
Shauna Rahman, editor, Accounting and  
Business Ireland

▲ Intense talks
The 12 attendees 
approach the issue of 
diversity and look at 
ACCA’s research results
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the organisation can automatically improve the 
working environment. Having a diverse workforce 
alone is insufficient to reap the business benefits of 
diversity; the effective management of diversity is 
what helps business performance to excel. ‘If you 
look at diversity in Ireland it really is a protective 
rather than a supportive term,’ said roundtable chair 
Etain Doyle. ‘Is it only as women that we feel part of 
the diversity conversation?’ 

Orla Nolan of IFS said she believed gender is 
only one facet of who people are in a professional and personal 
landscape. ‘Disabilities, sexual orientation, religious backgrounds 
and family situations are all parts of what make up diversity, and 
I feel that the word and meaning have changed. A lot of my 
colleagues who supported me when I began my career were 
men, so it is difficult to attribute diversity as a female issue. 
Women tended to try and emulate successful business people to 
move up the career ladder, and in our generation, it was mostly 
men. It would have been more prudent to research the particular 
skillsets and business acumen required for higher positions and 
work from that basis.’

ACCA’s Helen Brand thinks the term ‘inclusion’ should be 
used in association with diversity. She said that companies 
need to have the data to back up why certain diversity schemes 
worked well while others didn’t, so as to formulate better 
strategies for the future. ‘Recognising diversity but also valuing it 
is important,’ she said.

‘Using a new phrase – unconscious bias and conscious 
inclusion – instead of diversity, creates a more positive slant 
on the word,’ explained Pfizer’s Melanie Sheppard. ‘From a 
multinational perspective, we don’t look at the gender of a 
person; it has to be all about ability. Developing your team is 
essential whether male or female. Making a role as transparent as 
possible is important, and the idea of meeting a gender quota is 
not as important as having the right person in the right role.’

Inspiration, aspiration and mentoring
Inspiring women who have families, or those who 
are making the transition back into the workforce 
after maternity leave, is important and participants 
collectively agreed that support is essential. 
‘I have an exceptional employee, who could move 
much further along within the company, but the 
confidence and ambition to do so is not there, partly 
because she has a young family,’ said Rosemaree 
Danaher of IBM. ‘I wish more women would seek 

guidance from those in senior management positions to help 
support them to move up the career ladder.’

Although participants broadly agreed, they discussed how 
women’s ambitions can decrease when a work-life balance is 
taken into account, as family time may be compromised. 

‘I have four children,’ said Thunders Bakery’s Sinead Heffernan 
(see also page 12), ‘and would have appreciated a female mentor 
when I was first starting out in my current role, as I felt it was very 
much a male environment. That network of support is important 
when you are having self-doubt about work-life decisions.’ 

Working part-time rather than full-time is an option many 
women take after maternity leave, but sometimes work 
colleagues can feel under pressure to ‘pick up the slack’, 
according to Marie O’Connor of PwC. ‘There can be resentment 
if a job has to get done but one member of the team is working 
one day less than everyone else, so this is another aspect to 
consider when assigning projects. The same productivity should 
be expected across the board, but in reality this is not the case.’ 

Sixty per cent of graduates across all sectors in Ireland are 
women and with the high cost of childcare, companies will need 
to come up with solutions to this problem, the table heard.

Millennials and future employees
However, the confidence of the new generation of millennials 
is not necessarily a good thing, the table agreed. Hiring is a 

▲Platform for 
discussion
The International 
Women’s Day event 
attendees outline 
their views on what 
it means to be a 
working woman in 
Ireland today
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ACCA Ireland’s 10 action points 
 
ACCA’s research proposes 10 action points for senior 
management to help companies develop their business 
case for managing diversity.

1 Define what diversity means for you.
2 Identify your strategic priorities.
3 Know your data sources and needs, to leverage 

diversity towards priorities.
4 Take stock of your current data and new data.
5 Gather data, build trust, and demonstrate integrity in 

use of data.
6 Develop a business case by linking diversity data with 

business outcomes.
7 Achieve commitment from stakeholders for 

implementing the policy based on the business case.
8 Craft diversity strategies that are informed by the 

business case.
9 Share the responsibility for management of diversity 

across the organisation.
10 Monitor the effectiveness of the business case.

different experience from five or 10 years ago, said Quinlan & 
Co’s Eilis Quinlan, as applicants continuously overlook the skillset 
and qualifications required for advertised roles. 

There has been a U-turn from women having to fight their 
corner in their jobs, to the new generation whose self-belief is 
sky-high. ‘We as employers and managers need to reign in and 
advise these new recruits, if we are to get the best from them,’ 
she said.

Recruiting the older generation is also a realm of diversity 
that needs to be looked at. ‘I am in the process of looking at 

recruiting more mature employees, and in this way I can tackle 
that side of diversity within my department,’ Ita McCarron of 
GlaxoSmithKline said.

The table agreed that you need to resonate with your 
customer base and continue to be relevant for future success. 
What is considered diversity in the 1980s is different now and 
it is cyclical. 

In Europe the emphasis is on improving the gender 
quota and salary scale. In the US, the focus is on promoting 
lesbian, gay, bisexual and transgender people, and equality in 
the workplace.

The portability of skills needs to be accentuated across the 
different departments in large organisations, and the corporate 
governance structure needs to be taken into account and data 
recorded, because otherwise there is nothing to compare in 
years to come, ACCA’s Liz Hughes said. 

‘This is why ACCA is conducting this discussion but also 
taking part and funding research so that the key elements of 
improving diversity management remain a focal point for large 
and small companies,’ she added.

Maybe we won’t see the needle shift in this generation, 
but as Anne Keogh of The Well Water summed up, it is about 
discussing the issue with ‘our peers, family and colleagues, 
to underline and draw attention to diversity and encourage a 
discussion to take place, which will make us all think about what 
we can do to ensure a positive working environment’. 

‘True diversity – not only gender – can make a real lasting 
difference on a business’s bottom line,’ she said. n

Shauna Rahman, editor, AB.IE

For more information:

Read Towards better diversity management  
at www.accaglobal.com/ab134
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Prompting better practice
Cultural differences have been blamed for divergence in accounting standards, but are 
we losing sight of the main point: to improve business practice, asks Jane Fuller

It is easy to feel frustrated about the 
slow pace of progress in reforming 
accounting standards. Take two 
flagship ‘convergence’ projects – 
revenue recognition and leasing – 
that are supposed to bring together 
International Financial Reporting 
Standards (IFRS) and US GAAP. The 
first is a single standard, but lengthy 
deliberations over how to implement 
it suggest some of the application 
guidance will differ. The second, 
which is nearing its final version, starts 
off with a divergent approach to 
presentation of leasing charges in the 
income statement.

The context has been unhelpful: 2015 
was once touted as the year the US would 
adopt IFRS; instead, its regulators have 
continued to back off. SEC commissioner 

Kara Stein said in March: ‘We will never be 
harmonised and may never be perfectly 
converged.’ The Financial Accounting 
Standards Board (FASB), which sets US 
standards, has proposed a delay to 2018 
in the date for compulsory application of 
the new revenue recognition rules.

Nevertheless, collaborative work 
goes on. For revenue recognition, the 
International Accounting Standards Board 
and the FASB have been running a joint 
transition resource group (TRG) – on 
which I am serving as a user of accounts. 

It is easy to get lost in the voluminous 
output of the TRG. Perhaps the best thing 
to do is recall the point of it all, as well as 
learning about what Stein calls the ‘legal 
and cultural factors’ that lead accounting 
standards to vary between jurisdictions. 
Those factors include US nervousness 

about principles-based regulation and 
preference for more precision.

In keeping sight of the main point, 
you have to distinguish between genuine 
sources of confusion and special pleading 
by companies whose balance sheets 
will look less good under the new rules. 
The debate on revenue recognition over 
‘principal versus agent’ is an example, and 
the clue lies in its other name: ‘gross versus 
net revenue reporting’. In some ways, this 
looks like a squabble over who gets to 
report the biggest sales number by being 
identified as a principal. In others, it is a 
reflection of the complexity of the modern 
world, where what is being provided 
may be an intangible right and part of a 
package, and the original provider may not 
know what the end-customer is paying.

In leasing, a key tussle has been over 
the difference between a lease and a 
service. Some claim this will be the new 
‘bright line’ that will lead to artificial 
structuring of deals to keep long-term 
obligations to pay off the balance sheet. 

These debates provide potent 
reminders of the point of it all: to tackle 
abuse, whether it be inflated revenues or 
hidden liabilities. But there is a related, 
more constructive purpose: to improve 
business practice. A FASB staff memo of 
11 March has a revealing phrase: ‘One of 
the primary reasons that entities struggle 
with their principal-agent evaluation under 
existing GAAP is they do not properly 
identify the deliverable to the customer’.

This often stems from the bundling 
of goods and services – an issue in both 
revenue recognition and leasing. While it 
may be convenient to purchase a service 
from the lessor, isn’t that a lazy way to run 
a business? You may need to secure use 
of a car or building for several years, but 
shouldn’t you be aware of competitive 
pricing for routine services? And why lock 
yourself into paying for them long-term?

When we emerge from the weeds of 
legalistic debate over wording, the new 
standards should be used as prompts for 
better ways to do business – not as a new 
challenge in how to pull the wool over 
investors’ eyes. ■

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

and Assurance Council of the 
Financial Reporting Council

Comment |  Jane Fuller

Accounting and Business 05/2015

22



The equal pay challenge
Ian Guider looks at the ongoing gender pay gap in Ireland affecting different sectors, 
particularly banking and insurance, and concludes that the pace of change will be slow

At an annual general meeting of one 
of the main Irish banks that found 
itself in difficulty before and during 
the recent recession, a shareholder 
pointed out the lack of women on the 
institution’s board. 

As the financial crisis was in full swing 
at the time, it may have seemed a minor 
point, given the existential issues the bank 
faced. Perhaps, the shareholder asked, 
the bank wouldn’t have been in such a 
position had there been more women on 
its board. 

We may never know the answer to 
that question and it elicited little more 
than a laugh from the shareholders and 
the board. 

However, we do know that there is a 
lack of women at senior level in banking, 
insurance and financial services and that 
the pay gap between them and men is 
significantly large.

Exact figures are sketchy, but a 
report on pay inequality across Europe, 
which was published in March by the 
EU statistics arm Eurostat, gives some 
important information. 

Women, on average, earn nearly 15% 
less per hour than men in Ireland and 
of the various sectors of the economies 
examined by the European Commission, 
the gap was widest in banking and 
insurance. 

The data doesn’t give a full breakdown 
on pay disparity for all sectors of the 
economy in Ireland, but in the UK the 
gap between men and women was an 
incredible 41%. 

Even the technology sector, which 
has been criticised for a lack of female 
representation across all levels, doesn’t 
have the same variance on pay.

Over the years of dealing with banks 
and the wider financial community, I’ve 
been given a number reasons why there 
is a gap. 

One of those, I’m told, is that much of 
the compensation in banking is variable 
(few bankers like to mention the word 
bonus these days) and historically men 
have tended to fill those roles, usually, 
with the added scope for promotion.

Take trading, where bonuses play a 
large part in compensation. 

Even though trading activities are small 
in the context of Irish financial services, 
the number of female traders is quite low. 

I’m not sure I buy the stereotype 
of the young Wolf of Wall Street alpha 
males earning huge bonuses as relevant 
representation in Ireland.

I can see, however, that graduate 
entrants to financial services are being 
directed to certain areas where there can 
be huge differences in pay. 

That’s just one of the excuses I’ve been 
given, without going into the whole range 
of other factors that lead to pay inequality.

Changing the pay scale, attitudes 
towards the gender gap, and increasing 
existing salaries for women in certain 
financial roles won’t be easy. 

It certainly won’t happen overnight. 
Despite the huge turnover at the top 
positions in banking and insurance in 
the last few years, few of the senior 
appointments in Ireland have been 
women. And it’s not even exclusive to 
financial services. 

Countless reports over the years have 
catalogued how few women directors 
are on company boards here – just two 
Irish stock exchange-listed companies are 
headed by women.

Sadly, it may be some time before the 
pay gap closes and salary scales evolve to 
a more equal footing. ■

Ian Guider is markets 
editor at the Sunday 

Business Post

For more information:

Read the Eurostat report at  
tinyurl.com/pay-inequality
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Embracing the digital
Digital natives – and anyone looking to get more from their monthly magazine – rejoice! 
ACCA president Anthony Harbinson explains the benefits of AB’s new digital editions

You may have noticed that ACCA 
recently changed its logo to include 
the strapline ‘Think Ahead’. As a 
professional body we have always 
sought to be ahead of the curve, 
having always recognised that one 
of the few certainties in life is that 
everything will change. 

The internet has been a game-changer 
for individuals as much as for businesses, 
and mobile web platforms are merely the 
latest development of the technology. 
We know that many of our members 
are not only perfectly comfortable with 
reading content on their laptops, iPads 
and smartphones, but often prefer to read 
information that way. That’s why we are 
offering members our content in the ways 
they want to consume it.

This month ACCA has launched a set 
of apps for AB magazine. They will allow 
you to read your magazine on a wide 
range of devices – tablets, smartphones, 
laptops and desktops (see pages 3 and 9). 

New ACCA members around the 
world, and all members in Malaysia, are 
our trailblazers – they will be leaving print 
behind and switching completely to the 
new digital formats. These formats will 
mean they can also access videos and 
podcasts as part of their monthly read 
– which will come with all the content in 
the print edition. The AB team has also 
redesigned the magazine website to make 
it easier to navigate around the content, 
including the web version of the app.

If you want to join them, then please 
visit www.accaglobal.com/ab where 
you can find out how to access the new 
apps. Digital natives who are happy to 
dispense with the print edition can choose 
to receive their copy of AB in digital format 
only if they wish. Any money we save on 
print and postage will be used in other 
ways to champion you and support you 
throughout your careers.

For those members who have always 
looked forward to the satisfying thud of 
the latest hard-copy edition of AB landing 
on their desk or doormat – and I am one 
of them – I hope that, like me, you’ll enjoy 

a digital AB arriving in your inbox as well 
as a print issue in your letterbox.  

ACCA will be seeking your feedback 
and views on this initiative, as well as those 
of employers, to help steer our future 
approach and ensure we continue to offer 
world-class information. I urge you to 
make your views known. There is no better 
way to mark the 110th anniversary of the 
ACCA’s magazine – see the back page! ■

These digital 
formats will mean 

readers can also 
access videos and 

podcasts as part of 
their monthly read

For more information:

Find the AB apps at  
www.accaglobal.com/ab
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Snapshot: oil and gas

Last year’s oil price slump and 
continued volatility has changed 
the rules in the industry. In the short 
term, companies will maximise 
production to maximise cashflow, 
while cutting capital expenditure 
to preserve cashflow. More cuts 
and write-downs can be expected. 
Companies will be looking at 
the two-year forward prices as 
appropriate to their planning horizon.

There are opportunities for 
companies with the financial 
resources to acquire assets or lock 
in far lower project costs. Smaller 
companies and marginal shale 
producers with weaker balance 
sheets and limited access to 
funding may struggle, particularly 
if there are further price falls. 
We have already seen significant 
cutbacks to capital expenditure for 
2015 but have yet to see scale-backs 
to production, which would affect 
the oil field services industry.

The continued slide in the oil 
price means that cutting back 
exploration costs and discretionary 
capital expenditure may no longer 
be enough to cover overheads and 
committed capital expenditure.

Companies are starting to 
seek quick cost savings solutions, 
and we could now see dividend 
payments coming under closer 
scrutiny. Funding dividends 
through borrowings might be an 
option. However, if the lower oil 
price continues, this may not be a 
sustainable solution.

Anthony Lobo, head, oil and gas, KPMG

The view from
John Gaynor FCCA, lecturer in accounting and finance at 
the School of Business and Social Sciences at IT Sligo 

I lecture in accounting and finance on 
two of our accounting degrees and 
two of our general business degrees. 
I am also programme chair and lecturer 
in financial management on our BA 
(Honours) in Accounting, a three-year 
degree that qualifies for maximum 
exemptions from ACCA (F1 to F9) and 
ACA (CAP1). We also gain generous 
exemptions from CIMA and CPA. 
The dedicated team that delivers the BA 
in Accounting includes seven qualified 
accountants. 

IT Sligo class sizes are smaller than 
universities, enabling us to work 
closely with students in preparing 
them for the workplace. Our recent 
graduates have been successful in 
securing employment contracts with the 
Big Four, mid-tier and small accountancy 
practices. More than half of the current 
final-year students have already secured 
employment contracts – clear evidence of 
a sustained recovery in the Irish economy. 

In the 14 years since I joined IT Sligo, 
I have witnessed many changes, 
particularly in the student profile, 
entry route and mode of delivery. The 
number of international students has 
increased and, during the recession, the 
number of mature students increased 
significantly. Over the years, there have 
been technological advancements, as 
approximately 20% of our students are 

educated online or through a blended 
learning approach. 

As we go through a period of 
rationalisation, there are many 
opportunities out there. In March the 
Connacht Ulster Alliance (Galway-Mayo 
Institute of Technology, Letterkenny 
Institute of Technology and Institute of 
Technology, Sligo) submitted a formal 
expression of interest to the Higher 
Education Authority for redesignation 
as a technological university (TU). This 
collaborative approach by the CUA in 
aspiring towards TU status will ensure that 
education plays a key role in stimulating 
economic growth in this geographically 
dispersed region. 

A BA in accounting is a well sought- 
after qualification with a clearly defined 
career path. Graduates can complete 
the professional exams with the requisite 
training in three years. Securing a training 
contract with an accountancy firm provides 
them with an excellent foundation. 
Once qualified, they can secure senior 
positions across many sectors. I cover 
ethics, corporate governance and risk 
management with the final year students. 
I advise my students to have high ethical 
standards, as honesty and integrity are 
essential attributes for an accountant.

I strongly encourage my students to 
network, as it is an essential part of 
business. Recently, we hosted an ACCA 
business networking event, where the 
students had an opportunity to meet 
accountants and local entrepreneurs. 
These events are invaluable to our 
students and put them in direct contact 
with prospective employers.

As chairman of the ACCA Connaught 
Members’ Network, I am involved in 
planning our CPD programme for the 
region. In this regard, I encourage my 
students to embrace CPD throughout 
their professional career and to read 
business journals, online resources and 
the financial sections of newspapers. ■
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With the European Union (EU) starting 
work in earnest to create a European 
Capital Markets Union (CMU), the 
question of whether the EU needs a 
single corporate governance model, 
a diverse system of different national 
corporate governance systems or 
something in between these two 
extremes, is more relevant than ever.

It was the focus of a high-level debate 
organised by the Centre for European 
Policy Studies (CEPS), a Brussels-based 
think tank, on corporate governance in 
Europe in February.

Attempts were made at full 
harmonisation in the EU in the 1990s but 
failed, explained the moderator Diego 
Valiante, head of capital markets research 
at CEPS. ‘The European plan is to take 
into account diversity, but find room for 
the harmonisation of rules,’ he added.

Also, as Ronald Gilson, professor of 
law and business at the US’s Stanford Law 
School, put it at the meeting, after some 
two years of debate in the 1990s, neither 

the full EU harmonisation approach nor 
the US/UK convergence approach have 
prevailed – the EU takeover directive 
(2004/25/EC) being a good example of 
the hybrid approach that has resulted.

Three options
Professor Gilson referred to three models 
of potential corporate governance. 
The first is governance with an active 
controlling owner; the second is 
governance without an active controlling 
owner (replacing the active owner 
with professional managers and using 
independent boards and committees); 
and the third is the Nordic model. 

In the Nordic model, active owner self-
dealing is constrained through minority 
shareholder protection. In Gilson’s view, 
this model requires effective courts or 
the soft law equivalent. The model also 
constrains professional managers through 
effective capital markets.

‘There is no single best approach,’ 
he said. ‘Diversity starts at the company 

level,’ he added, pointing out that the 
governance structure for a company may 
depend on what kind of industry it is in. 
He therefore argued that the best system 
would be differentiated by company and 
by industry.

He also noted that Denmark had a 
unique system whereby many large public 
companies are controlled by industrial 
foundations, in effect ‘no owners at all’, 
but that the ‘performance of companies is 
seen as being as good as companies that 
have another model’.

In another example, he said the US 
(mostly a widely distributed shareholder 
system) and Sweden (mostly an 
active ownership system) were seen 
as opposites, but that in fact the US 
and Sweden have company structures 
supporting both systems. He stressed that 
a very important evolution in the capital 
market affecting both countries is the 
intermediation of equity. US institutional 
investors, such as mutual funds and 
pension funds, hold around 70% of 

Ability to adapt
Should the EU have a single model for corporate governance or a more diverse and 
adaptive approach, asked the Centre for European Policy Studies at a recent conference 
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Fortune 500 equity, he said, with the US 
and Sweden having roughly the same 
level of institutional ownership.

Putting himself in the shoes of a 
company from a newer EU member 
state such as Hungary, he asked 
what a company should do while it is 
waiting for the country to build up an 
effective corporate legal system. His 
recommendation was that a stand-in 
European corporate court be established, 
to which companies could choose to 
subject themselves.

Jacob Wallenberg, chairman of 
Investor AB, argued at the event 
that Europe has developed different 
governance systems and that ‘this has 
worked well’. ‘To merge them would 
create significant challenges,’ he warned. 
That said – given a choice, ‘auditors 
should be elected by shareholders and 
not by the board’, he recommended.

Nordic export?
Stressing the Nordic model’s minority 
shareholder protection, he asked: ‘Should 
the Nordic model be exported to other 
countries? No, not necessarily.’ He said 
he is on the board of Coca-Cola and that 
it would not work there. ‘There is no one 
size fits all,’ he said. ‘Diversity in corporate 
governance is sustainable and also very 
important for European business to 
continue to grow and thrive.’

Jeroen Hooijer, company law unit 
head at the directorate general (DG) for 
justice and consumers at the European 
Commission, said that ‘no one in the 
commission wants to harmonise corporate 
governance completely’; indeed, the EU 
executive is ‘always in favour of flexibility 
and doing justice to national systems’. 
He went on to say that it is good to have 
competition between different systems 

that can learn from each other, but said 
that ‘we don’t need a common system 
and different systems can co-exist’.

He highlighted the importance for 
companies to secure legal redress and 
also that corporate governance has 
become far more important in the last 
five years as there are more expectations 
on companies to answer societal issues. 
These include having diversity (gender 
balance) on the board, the need for more 
financial information, taxation issues, 
company reporting, country-by-country 
reporting for financial information, and 
the level of family influence acceptable in 
family owned companies.

During the debate, Joanna Cound, 
EMEA managing director of government 
affairs and public policy at the investment 
company BlackRock, said ‘there is 
no such thing as a correct corporate 
governance model’ and that each 
country should develop its own laws and 
traditions. However, she suggested that 
each country should adhere to two key 
principles: transparency and protection 
of minority shareholder rights. In terms of 
transparency, she said that good formal 
corporate reporting allows for more 
effective engagement and gave examples 
of areas that could be covered, including 
who is on the board and the company 
policy on diversity.

Hooijer said ‘yes to transparency’ 
but asked ‘how far should we go with it’ 
and warned of a possible danger of ‘an 
overload of data’.

With regard to the protection of 
minority rights, Cound expressed concern 
at double voting rights in France. Double 
voting rights are often related to family 
owned businesses, where a family may 
only own about 25% of the shares but 
control more than 50% of the voting 

rights. From an investor point of view, this 
can be problematic. 

She also noted that such practices are 
common in Nordic countries. However, 
she also warned against importing a 
corporate governance model from 
another country as ‘there could be a lot 
of unintended consequences because 
company law is different’.

And finally…
Gilson had some telling final observations. 
He said that, in the US, effective 
entrepreneur-based companies promote 
enforcement of rules by being prepared to 
litigate disputes, even if – ultimately – they 
stay out of court: ‘Judicial enforcement 
plays its most important role by being 
there rather than doing the enforcement.’

He also cautioned policymakers 
against assuming they can gather 
sufficient data to guide corporate 
governance decision-making: ‘Things 
are happening more quickly now,’ 
he said. While companies should 
push governments to make these 
policy decisions, they ‘should be 
tolerant that they are working with 
imperfect information’.

Hooijer reacted by saying that 
commission policymaking ‘shouldn’t 
react to the moment of the day. Good 
regulation stays for the long term,’ he 
argued, referring to all the consultations 
and analysis done by the commission 
before it tables proposals. ‘You don’t want 
to change it every two years. That would 
be a nightmare,’ he said. ■

Julian Hale, journalist based in Brussels

For more information:

www.ceps.eu
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Snapshot: Risk  
management
Companies face many threats; 
what they perceive to be the most 
serious risks will vary considerably 
between industries and locations 
and over time. Some manifest 
globally, such as geopolitical risks, 
risks relating to the environment, 
the ebb and flow of the world 
economy and asset price volatility.

One particular issue for risk 
managers, accounting teams and 
their boards is the increasing 
level of regulation and oversight. 
The global financial crisis has 
produced a demand for greater 
transparency and increased 
pressure on companies to 
demonstrate their soundness 
and integrity. This means that 
finance teams are expected to 
provide management with insight 
and guidance on risk in greater 
depth than ever before. This has 
not always been accompanied by 
increased resources.

While the additional burden 
creates problems for the finance 
team, which may have little in the 
way of specialist risk management 
resource, the picture is not entirely 
negative; they can now expect 
that their efforts to provide better 
risk information will be taken more 
seriously both by their boards and 
by management in the companies 
in which they work. This can only 
improve the quality of the insights 
that they generate.

Patrick Healy, executive director, 
risk, EY

The view from
Gerard Loughnane FCCA, former president of ACCA 
Ireland and principal of Gerard Loughnane & Co, Galway

I currently work in my own practice, 
which I set up in1992 after 11 years 
of working in EY’s Galway office. The 
practice provides auditing, accounting 
and taxation services to clients across a 
range of business sectors.

Our team is small but efficient. 
One of my colleagues is also ACCA-
qualified, while the other two carry 
out bookkeeping services on a part-
time basis. Our clients are from the 
SME sector – agricultural, professional, 
retail and service industries – and from 
a number of voluntary bodies. On a 
day-to-day basis we provide payroll and 
bookkeeping services as well as annual 
accounts, audit and taxation work, and 
company secretarial work. 

We are busy with audit deadlines, as 
a number of our clients receive public 
funding and are therefore required 
by their funding providers to produce 
audited accounts. The new Charities 
Register is also creating additional work, 
and I expect the Companies Act 2014 will 
do likewise.

Last year was a particularly special 
year for me as I was awarded the 
accolade of ACCA Accountant of the 
Year 2014. This award was particularly 
significant for me, as it was my ACCA 
peers who voted for me. It will be a 
difficult achievement to match in 2015. 
That said, for this year, I would like to see 

the practice develop further, as after the 
pressures of the last six or seven years, 
I detect an increased optimism from 
my clients.

I believe that the ACCA Qualification 
is a professional qualification that has 
global recognition, with an unrivalled 
network of members. The flexibility in 
training and work experience means that 
I connect constantly with ACCA members 
in senior positions across the complete 
spectrum of professional, commercial 
and voluntary sectors. As a sole 
practitioner I have found my involvement 
in the ACCA network of great benefit, as 
it brings access to a wealth of knowledge 
and assistance in every part of the 
country and beyond.

The new Companies Act 2014, which 
comes into effect on 1 June, will 
create both additional opportunities 
and headaches for practitioners, 
and the delay in setting a definite 
commencement date for audit 
exemption is not helpful. This latest 
extension of audit exemption is to be 
welcomed, but the downside may be a 
difficulty in gaining audit experience if the 
number of audit firms contracts too much. 
I believe there is increasing but cautious 
optimism among the business community 
that, finally, we may see growth in 
employment numbers in our profession. 

With the economic downturn in recent 
years, we all find ourselves under more 
pressure and stress. I think one way of 
lessening this pressure might be to take 
heed of the advice one client offered me 
in the early years of my practice: ‘Always 
make sure that you under-promise and 
over-deliver’. 

When I am not working I like to try 
to play better golf. I take regular walks 
with my wife Mary and daughters Hannah 
and Monica. I love to read, am a fan of 
Sudoku as well as being, for my sins, 
a long-suffering fan of Galway hurling. 
In my spare moments I am assistant 
gardener to Mary. ■
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Natural leaders
It is safe to assume that entrepreneurs rarely dream of becoming accountants, but more 
accountants should dream of becoming entrepreneurs, says William Barnes

Effective leaders typically match their 
day-to-day actions and behaviours 
to the aspirations they have for their 
colleagues and organisation. They can 
explain, in a manner that is unique 
to their field and compelling to their 
colleagues and customers, the reason 
for what they are doing, why it matters, 
and how they expect to win. 

If this is the case, can accountants 
become effective business leaders, and 
does the training offered in professional 
accounting provide the necessary skills?

Peter Drucker, the management and 
leadership author, wrote: ‘While there may 
be some “born leaders”, there are surely 
too few to depend on them. Leadership 
is something that must be learned.’ This 
would certainly seem to be true as the 
business leaders of today face up to new 
and emerging challenges, the pace and 
level of which are increasing in line with 
technological developments.

Notwithstanding the seemingly unique 
nature of today’s environment, there are 
a fundamental set of skills that every 
effective leader should possess:

* Service. Good leaders need to be able 
to provide prompt and high-quality 
service in a consistent manner not 
just to external clients or customers 
but also to internal stakeholders in 
peer groups, trainee positions and 
corporate support functions such as 
information technology, marketing, 
human resources and so on.

* Vision. They need to be able to step 
back from the detail and the tasks 
of their day-to-day role to consider 
the bigger picture – and then provide 
a clear direction or course of action 
in response.

* Communication. They need to be able 
to use effective listening and body 
language communication rather than 
rely solely on speaking techniques.

* Organisation. They need to take clear 
and logical organisational approaches 
to assess and plan for the future, and 
to understand the past.

* Teamwork. They must take an 
objective and collaborative approach 

to identify and develop the expertise 
of their staff resources so that they 
can realise the full potential of team 
structures. 

Effective business leaders
Many of the skills required to be an 
effective leader are embedded in 
the academic training and practical 
experience provided in accountancy. On 
a day-to-day basis the role and duties of 
an accountant include working as part of 
a team, interpreting and communicating 
financial results and performance, and 
working in a logical and structured 
manner to provide a high-quality service 
to a range of internal and external 
stakeholders. 

Accountants may not typically be 
known for their vision. However, an 
accountant’s ability to identify risks and 
trends and their ability to plan are key 
elements in shaping a vision for the 
future. Being confident around numbers 
and having an innate understanding of 
financials also means much more freedom 
for accountants to focus on their role as 
leaders and on other non-finance-related 
issues in the organisation.

There are countless examples of 
accountants who have learned and 
successfully applied their skills to become 
leaders of some of the most notable and 
recognisable brands and organisations 
operating in Europe and globally. In our 
everyday lives we come across people 

in the accounting profession who are 
natural leaders, and others who are 
developing their skills in this area, whether 
by managing a project or a department, 
or by being a senior management 
representative of their organisation.

Leaders of today and tomorrow
Effective leadership may be based on 
established principles, but it is important 
that the skills, attributes and leadership 
structures of today are further developed 
and considered. 

Despite focused effort over recent 
times, there continues to be a need for 
diversity in leadership roles. And it’s not 
just technical specialists who need to be 
included, but also different genders, age 
cohorts, cultures and ethnicities. 

Focused development of emotional 
intelligence skills is another requirement 
for the role of the business leader, 
together with further consideration of 
the personal and work-life balance of 
employees, particularly as work practices, 
organisational cultures and technologies 
continue to develop and change the way 
that we work and live. 

Accountants as entrepreneurs
Many of the skills and attributes 
associated with successful leaders 
in business can also be found in 
entrepreneurs. Creativity and a passion 
for what they do are two of the better 
known attributes associated with many 
successful entrepreneurs. 

However, over the years of the 
economic downturn many entrepreneurs 
have had to rethink their approach to 
doing business. Business downsizing, 
rapid expansion and the requirement to 
access capital in an increasingly regulated 
environment meant that a more structured 
approach to doing business is needed.

Role of the accountant 
Over this period the role of accountant 
has evolved in two main areas. 

The first of these involved the 
accountant acting as a trusted adviser to 
existing and newly established businesses, 

Many of the skills 
required to be an 

effective leader 
are embedded 

in accountants’ 
training and 

practical 
experience
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focusing on helping them to survive and 
to grow, or alternatively assisting business 
owners and entrepreneurs with the 
difficult decision of having to close part or 
all of their business. 

The second area saw the role of 
the accountant changing from that of 
a trusted adviser to an entrepreneur in 
their own right. This may have come 
about as a result of the loss of their own 
job or the seizing of an opportunity to 
establish their own accounting practice, 
or to provide new or improved goods or 
services to meet a gap they had identified 
in the market. 

In both of these scenarios, accountants 
have used the skills and attributes 
developed and underpinned by their 
training and experience in accounting, 
and at the same time have adopted the 
traits most commonly associated with 
entrepreneurs. 

But what is that makes accountants 
successful entrepreneurs?

The changing nature of business 
and changes in the way of doing 
business add a layer of complexity that 
is challenging many entrepreneurs. It 
is no longer enough to have a good 
business idea. Entrepreneurs also need 
to become experienced in technology 
and social media, business analysis, risk 
and compliance management to make 
their idea successful. The broad level of 
training of accountants and their practical 
business experience place them in a 
position to respond to such challenges in 
a prompt and professional manner.

The curriculum of accounting 
education and continuous professional 
development continue to adapt in line 
with these new and emerging business 
requirements. The very nature of 
accountancy work requires accountants 
to act and think as business owners – 
addressing risk and compliance concerns, 
assessing the market and future financial 
performance, and considering a range 

of other business challenges and 
opportunities. The accountants of today 
and tomorrow are better equipped with 
both the soft skills and the technical and 
financial competencies needed to be 
successful entrepreneurs.

Future as leaders
There are countless examples in our 
everyday lives of accountants acting 
as business leaders and successful 
entrepreneurs. There is no apparent 
reason why this trend cannot continue and 
develop further in line with the training 
and experience of accountants. At a time 
of economic recovery and of increasing 
complexity and regulation in business, 
accountants have the technical skills and 
practical business understanding to play a 
key role as trusted advisers, entrepreneurs 
and leaders of business. ■

William Barnes is manager in business 
consulting at Grant Thornton, Dublin
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Women at work
Female ‘millennials’ are more confident about their 
careers and more ambitious than all other women

For more information:

PwC’s survey The female millennial: 
a new era of talent is available at  

tinyurl.com/qjff9mc, and its 
International Women’s Day: PwC Women 

in Work Index is at tinyurl.com/qzj9dlc
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UK

Ireland

Korea

Confident, ambitious and increasingly empowered

Two PwC surveys marked International Women’s Day on 8 March. The 
female millennial finds women born between 1980 and 1995 are the most 
confident female generation. And the Women in Work Index (shown here) 
– which ranks the level of female economic empowerment in 27 OECD 
countries – sees the rest closing the gap on the Nordic league-toppers.

Mind the gap

The average gender wage gap across OECD countries remains unchanged from 2012. However, the average 
figure masks a growing gap in Ireland and Australia, while the UK achieved only a small narrowing of the gap. 

Unequal opportunities

Employers are too male-biased when 
promoting internally, say an average 43% of 
female millennials, although in Asia Pacific 
attitudes were much more optimistic.
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Final demand
Late payment is a major problem, resulting in increased costs, reduced capital spending 
and suppliers going out of business. Policymakers globally need to resolve this issue

Addressing late payment is a complex challenge, not least 
because it encompasses trade credit – when payment is not 
made at the time when goods or services are delivered, but at 
a later date, usually agreed by the two parties. In general, SMEs 
around the world receive more short-term credit from suppliers 
than from banks. Credit sales in most regions typically account 
for 40%-50% of the total, and the total stock of trade credit 
outstanding on UK companies’ 2012 balance sheets has been 
estimated at just over £402bn (26% of GDP).

‘If you look at flows as opposed to stocks, trade credit is a 
bigger source of finance for SMEs than banks,’ says Emmanuel 
Schizas, formerly senior economic analyst at ACCA, and author 
of the Ending late payment series. ‘It reaches parts of the 
economy that banks are ill-equipped to finance, and it’s subject 
to systemic risks that can turn a mild downturn into a recession.’ 
It’s impact – at all stages of the economic cycle – therefore 
deserves being better understood.

Companies use trade credit to finance and manage 
expansion, and it helps to make long, specialised supply chains 
sustainable. ‘Late payment is often understood as a solely 
negative aspect in business, but this is not necessarily the case,’ 
says Chung. ‘It can also be a useful tool for business growth. 
Only when this complexity is understood can appropriate 
responses be developed to address the aspects of late payment 
that do impact negatively on businesses.’ 

One potential problem is that not all credit sales are settled 
promptly. At least 30% of all credit-based sales in developed 
and emerging markets are paid outside the agreed terms, while 

16%-21% are paid more than 60 days 
after the invoice date – the maximum 
allowed terms of credit in the EU 
without an explicit agreement. Bad 
debts are consistently low, however; 
below 3% of the total across all regions.

Multiple causes
Another complexity around devising 
late payment regulation arises from its 
multiple causes. Late payment is driven 
by combinations of five factors;

* businesses’ working capital needs, 
 reflecting new orders and input 
 price inflation

* access to short-term credit from 
 banks and other intermediaries

* access to liquidity at the top of 

Late payment has been cited as a problem for businesses 
for many years – and continues to hit the headlines. 
For example, in March, survey findings published by 

UK energy supplier npower showed that 23% of small 
and medium-sized businesses think that a government-led 
implementation of stricter payment terms in the UK would 
have a significantly positive impact on their business over 
the coming 12 months. Despite 57% of entities putting in 
place strict payment terms, many still feel that not enough 
pressure is being placed on customers to pay on time.

These findings followed a call in February by the UK’s 
Federation of Small Businesses (FSB) for an independent inquiry 
into the UK’s poor payment culture. ‘The abuse of small firms 
in their dealings with bigger businesses cannot be allowed to 
continue,’ said Graham Buck, regional chairman for the FSB. ‘The 
gradual creep of payment terms from 30 days to well over 100 
days in some cases, coupled with debilitating contract terms, 
can have a disastrous effect on a small firm’s ability to operate. 
For the payment culture to improve, we need fresh thinking and 
decisive steps to be taken.’

Research by ACCA, summarised in a series of three reports 
called Ending late payment, Parts 1–3, shows that businesses 
with fewer than 50 employees are twice as likely as large 
corporates to report problems with late payment. The cumulative 
impact of persistent late payment on small business activity is 
also significant. Micro-businesses and other small enterprises are 
less likely to increase headcount or capital expenditure  
when faced with late payment. The impact that late payment 
has on such SME expansion is also 
significantly greater than the impact on 
large corporates.

‘Late payment hurts individual 
businesses and the wider economy 
in a number of ways, from increased 
costs to reduced capital spending 
or suppliers going out of business,’ 
says Rosana Mirkovic, ACCA’s head of 
SME policy. ‘What’s more, its impact is 
exacerbated among credit-constrained 
businesses. Late payment and 
customer defaults can cascade down 
the supply chain, crossing industries 
and borders until they reach the  
most financially secure financial 
institutions, which in many cases 
involves the government.’

‘Some credit 
management 

strategies really 
do work, and it is 

possible to fight 
late payment as a 

businessperson’
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supply 
chains 
and in the 
capital markets

* business indebtedness and interest rates

* business capitalisation, which is driven by 
retained earnings, bad debt and equity injections.
Each of these factors is likely to drive late payment at 

different stages in the economic cycle – both in a downturn 
when access to finance may be limited, and in recovery when 
businesses may risk overtrading. This is why SMEs globally were 
just as threatened by late payment in early 2013, with a renewed 
recovery underway, as they had been in late 2009, towards the 
end of the severe credit crunch.

Policy responses
As ACCA’s research shows, the complex drivers and impacts 
of late payment need to be understood by policymakers. 
Otherwise, the result could be poor policies that run the risk 
of doing more harm than good. Given that nearly nine out of 
10 attempts at late payment are successful, access to finance 
through late payment is substantially easier than getting bank 
credit. So while regulating late payment out of existence is 
not only difficult, it might also be undesirable, especially in a 
recession, because it would significantly reduce the supply of 
credit to businesses. 

‘Ultimately, we have to aim for the 
right outcomes with late payment,’ 
says Schizas. ‘Ninety-day or half-year 

credit terms will not disappear altogether; 
in some industries we shouldn’t really 

want them to. Rather, I think the endgame is to 
make late payment unprofitable – as it is in places like Finland. 
Business can chisel away at the profit margins of poor payers 
through vigilance and good business practice, but also by 
embracing better transaction technologies such as e-invoicing 
and supplier relationship management. Banks can invest in 
relationship management and develop complete supply chain 
finance offerings. Governments can help by ensuring an efficient 
judiciary, facilitating the flow of credit information and by leading 
by example – paying their own suppliers on time and holding 
them to account for how they manage their supply chains.’

Policymakers need to ensure that their efforts target the 
systemic risks associated with trade credit, as well as the risks 
to individual businesses. Late payment and defaults can, for 
example, be prevented from spreading by protecting unsecured 
debts incurred by failing businesses immediately before 
administration. Governments can also influence the banking 
sector and credit insurers to commit to a set of good practices 
in dealing with businesses or sectors suffering a cashflow 
interruption. Even more impact could be achieved by the actions 
of ‘deep pockets’ – banks, financial services firms or tax » 
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authorities that individually finance multiple parts of a supply 
chain. Timely intervention or committed support by such a party 
can help to stop a cascade of defaults.

Suppliers are not helpless in the face of late payment. They 
can protect themselves by investing in customer relationships 
and a well-resourced credit control function, conducting careful 
due diligence and designing contracts with clear terms of 
credit. Alternative sources of finance could be considered, as 
well as liquidity insurance. Finally, suppliers need to be able 
to distinguish quickly between late payment and genuine 
credit risk – asking questions and investigating individual 
circumstances. When customers are struggling but ultimately 
viable, forbearance can work. Suppliers should seek to protect 
themselves from further cash disruption and reduce services, 
while also considering payment plans to maximise recoveries. 

‘Some credit management strategies really do work, and it is 
possible to fight late payment as a businessperson,’ says Schizas. 
He refers to how skilfully some suppliers exploit capacity choke-
points – ahead of a major holiday or other peak in demand, or 
ahead of a tendering round for public projects, when customers 
are keen to keep suppliers on board. ‘This is an under-utilised 
form of leverage for suppliers, and governments can create 
artificial “capacity events” through tendering, in order to help 
suppliers get a better deal,’ he says. ■

Sarah Perrin, journalist

For more information:

Read Ending late payment at www.accaglobal.com/ab/183

How businesses tackle late payments

‘There are certain products of ours whose features are 
much better than the competitors, for which we will ask 
for 100% settlement before goods are shipped. In other 
words, we do this when no real substitute products exist. 
Having said this, most of our products have competition. 
So we do what most competitors do: we have an internal 
credit control department, which is independent from 
the business/operation team. They are authorised to go 
after the customer when needed. Apart from this, we 
have worked with the banks to factor receivables at a 
preferential rate. We include this in our margins model 
before we sell or commit to our customer about the price.’
CFO, industrial automation company, China

‘When a customer has been identified as having trouble, 
our first step is to protect ourselves. We look at what is 
outstanding, but also what contracts may still be open 
and running. As long as our customers are honest with 
us in relation to their situation, we try to work with them. 
There is no point in behaving aggressively where the 
company may just be having a short-term difficulty that 
can be solved with cooperation. The experience of credit 
control staff with individual customers is crucial because 
over time they develop a gut feeling, if you will, as to when 
something is not in order.’
Head of accounting and finance, facilities services 
company, Germany

‘We ring-fence the old debt and come up with a plan that 
sees all current invoices being paid regularly while arrears 
are paid systematically until cleared. This has helped 
customers to keep afloat during times of financial difficulty 
and allowed customers to revise thier business models.’
Financial controller, automotive industry, Zimbabwe

‘In the last six to seven years when financial problems 
became acute for many companies, we empowered the 
credit control department by transferring personnel with 
specific skills from other departments [of the finance 
function]. We also improved our internal procedures by 
establishing credit control meetings every month attended 
by the sales director, the credit control manager and, 
as a minimum, two executive members from the board 
of directors. We tried to help customers facing financial 
difficulties by changing their credit terms. The most 
common way was by agreeing with them to pay cash for 
new deliveries and for the old balance to be repaid in 
one or two years. Of course changing credit terms also 
resulted in a change in pricing.’
Chief accounting officer, food processing company, 
Greece
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Gathering evidence
With integrated reporting gaining traction worldwide, traditional assurance methods 
face a challenge in adapting to this brave, new, much more expansive world

how they’re creating value and planning for longevity,’ says 
Helena Barton, partner, Deloitte Sustainability. ‘Auditors can 
bring credibility by examining the robustness of underlying 
management processes.’

The IIRC recently published two papers outlining the current 
state of play and inviting feedback. In addition, last October 
in Brussels it co-hosted roundtables on the subject with the 
Federation of European Accountants. 

In its introductory paper, the IIRC says: ‘Just as IR is a new 
approach to reporting, a new approach to assurance is needed, 
involving a rethink of basic tenets such as independence, 
evidence-gathering procedures, the subject matter of assurance 
and the content of the assurance report.’ 

The IIRC has highlighted that integrated reports may contain 
information not previously subject to assurance. As a result, 
internal systems may not be robust enough to let the assurance 
practitioner gather information effectively. Added to this is the 
complexity of technical challenges, from ensuring connectivity 
and completeness to interpreting narrative and future-oriented 
information. The IIRC also acknowledges that implementing 
assurance will have an attached cost. However, the benefits of 
the process in ensuring that integrated reports are ‘investment 
grade’ should outweigh any additional costs. »

Following the launch of the International Integrated 
Reporting Council (IIRC) framework in December 2013, 
around 100 companies worldwide have engaged in 

pilot projects, and some are already embarking on their first 
report. This is a positive step, but there are some concerns – 
recognised by the IIRC – that traditional assurance methods 
may not deliver what the groundbreaking approach needs. 

Integrated reporting is characterised by its concise nature, 
its focus on narrative storytelling alongside hard figures, and 
its projections of value creation over the short, medium and 
long term. Information is reported in line with the ‘six capitals’, 
the fundamental elements that allow an organisation to create 
value. Companies typically report on financial and manufactured 
capitals, but IR seeks to expand this by including intellectual, 
social and relationship, human and natural capitals. 

Independent assurance should offer an independent 
conclusion that an integrated report represents an organisation’s 
strategy, governance, performance and prospects in accordance 
with the IIRC’s framework. However, this widens the scope of 
traditional assurance, and concern is growing over whether 
existing processes can cope in this brave new world. 

‘Integrated reports are the future of reporting. They provide 
a great opportunity for companies to be much clearer about 
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Other suggestions include a combined 
assurance model, through which 
management, internal auditors and 
external auditors would act together to 
establish credibility, as advocated by 
the 2009 King Report on governance 
for South Africa.

‘Assurers will need to build an 
in-depth, robust knowledge of the 
reporting organisation, from the top 
down,’ says York. ‘In this way, they 
will be better equipped to identify 
any cracks in the paintwork and offer 
insightful commentary on the maturity 
of a reporter’s journey.’ 

Thinking outside the box
Since assurance for IR is uncharted 
territory, a whole new approach is 
called for, Adams believes. ‘It’s no good 
just looking at what seems technically 
desirable,’ she says. ‘Assurers need 
to explore the whole context in which 
companies are operating, and clarify to 
what extent an organisation is working 
to maximise value creation in line with 
its own definition.’

In terms of balancing numerical 
data with less tangible narrative 
elements, auditors are already tackling 
similar challenges in relation to the 
auditing of sustainability reports, 
Barton confirms. It will be a matter of 
drawing on their experience to assess 
whether processes are robust and have 
been drawn up competently. 

‘The technical assurance challenges 
are not insurmountable, and the 
auditing profession must conquer its 
fears and develop the capabilities 
to assure these reports,’ she says. ‘In 
many ways, we’ll be doing what we’ve 
always done – being professional 
sceptics, guiding and challenging the 
client, looking in murky corners and 
making tough judgment calls.’ 

In order to move forward, a 
regulatory and legal environment conducive to assurance quality 
is integral to ensure the ongoing quality of IR. From there, the 
question of how to create consistency and develop an assurance 
standard for IR is one that, some believe, falls naturally within 
the remit of the International Auditing and Assurance Standards 
Board (IAASB), following its work on developing ISAE 3000, 
Assurance Engagements Other than Audits or Reviews of 
Historical Financial Information, the recognised international 

Carol Adams, research professor 
at Monash Sustainability Institute in 
Australia and a member of ACCA’s 
Global Forum on Sustainability, thinks 
that IR could represent a real shift in 
reporting, helping to build a clearer 
picture of how businesses create value 
over time.  She says: ‘In establishing 
how to assure for IR, it’s important to 
understand where users want to see 
credibility added. Assurance must 
evolve to meet users’ needs.’

David York, ACCA’s head of auditing 
practice, agrees. ‘In the early years, 
credibility for integrated reports will be 
provided by a wide range of assurers, 
perhaps including stakeholder panels,’ 
he says. ‘Businesses should consult 
with their stakeholders on whether the assurance is meeting their 
needs. As IR takes off and investors in multinational companies 
demand assurance, a common approach will develop that needs 
the resources of the largest accountancy firms to provide it.’ 

In establishing an IR-ready assurance process, participants at 
the Brussels roundtable suggested that those responsible for a 
company’s governance could also make statements to explain 
why they believe the report to be credible and trustworthy. 

‘We will be doing 
what we’ve 

always done – 
being professional 

sceptics, 
challenging the 

client, looking in 
murky corners’
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For more information:

Assurance on IR: an introduction to the discussion and 
Assurance on IR: an exploration of issues are available at 

tinyurl.com/IIRC-assure

a company is making progress on 
its reporting.’ 

However, it will be important 
to keep a balance, confirms York. 
‘If standard-setters begin to 
develop specific standards for IR 
assurance too early, there’s a risk 
that reporters will try to produce 
reports that are assurable rather 
than continuing to innovate,’ he 
says. ‘This is where credible, non-
authoritative guidance could help.’ 

With the advent of increasing 
regulation, such as the European 
Union’s non-financial reporting 
directive, there can be no doubt 
that reporting robust social and 
environmental data will become 
ever more important. The EU’s new 
directive requires an initial 6,000 
companies with more than 500 

employees to report annually on their social and environmental 
policies, risks and impacts. Member states have two years to turn 
the directive into national law, with the first reports set to appear 
in 2018.

Despite some of the inherent complexities of assuring IR, 
there’s also a sense of optimism surrounding the potential for 
IR to transform reporting and give reporters and stakeholders, 
including investors, greater clarity on the value that companies 
bring to society.

Tackling the assurance challenge will require ongoing 
dialogue between reporters, assurers, investors and standard-
setters, and may need to vary to cater for different markets. 
Ultimately, assurance for IR should be determined by market 
demand, ACCA and the IIRC agree. ACCA sees a role for itself in 
helping to improve user understanding and prevent ‘expectation 
gaps’ by building capacity within the accountancy profession and 
developing tailored education programmes.

‘We have some lofty aims for IR assurance, not least the shift 
of focus to value creation, streamlining the corporate reporting 
model, enhancing stewardship and accountability for a broad 
range of capitals, and the more efficient allocation of financial 
capital,’ says Michael Nugent, the IIRC’s technical director. ‘We 
recognise that engendering trust in integrated reports will be 
integral to achieving these aims, and therefore it’s encouraging 
to see so much innovation and discussion taking place around 
the issue of assurance.’ ■

Katharine Earley, journalist

standard used by auditors to 
ensure the quality of assurance 
work on non-financial audits. 

‘The IIRC’s work to capture a 
diverse range of views on assuring 
integrated reports is very valuable 
and will be a good starting point 
for our work in this area,’ says 
Nancy Kamp-Roelands, IAASB’s 
deputy director. ‘Through our 
dedicated working group, we will 
further explore the developments 
and continue the discussion. 
Our focus will include the market 
demand for assurance, the 
scope of the subject matter on 
which assurance is obtained, the 
reporting criteria used by preparers 
and the relevant assurance issues 
that need to be addressed at the 
international level.’

Meanwhile, Kamp-Roelands believes that ISAE 3000, which 
was updated in 2013 and addresses both reasonable and limited 
assurance, provides guidance for practitioners. In particular, 
greenhouse gas information ISAE 3410, Assurance Engagements 
on Greenhouse Gas Statements, offers more detailed guidance.

‘Standards play an important role in uniting auditors under 
a common set of guidelines,’ Barton says. ‘If existing assurance 
standards such as ISAE 3000 cannot be adapted to suit IR, a 
new standard will eventually need to be developed. However, 
with companies already working on their first integrated reports, 
this shouldn’t stop us from getting on with the job of assuring 
them in the meantime.’ For example, companies listed on the 
Johannesburg Stock Exchange have been required to use IR 
since 2010 on a ‘comply or explain’ basis. 

No shortcut
‘South African companies have had a good few years to practice 
IR, and have also been searching for a suitable assurance model 
and process for longer than most other countries,’ Barton 
explains. ‘This is not easy, and few have yet managed to present 
full assurance on the integrated report as a whole. Until there is 
further clarity on how integrated assurance should be conducted, 
some companies are opting for a combined assurance approach. 
This takes time, and requires greater involvement from boards 
of directors in both the monitoring of strategic non-financial 
information and report production. There is no shortcut, but work 
is under way and we simply have to keep experimenting until 
we find the most robust and suitable criteria against which to 
provide assurance.

‘Overall, as reporting frameworks evolve towards drawing 
up more forward-looking, strategic analysis, it’s important to 
consider to what extent future-oriented information can be 
verified by a third party. By joining the conversation at an earlier 
stage, auditors will be in a better position to determine whether 

Start with a clean sheet

‘Significantly, users will want to have a good level 
of confidence in less quantifiable elements such 
as management and governance processes, and 
whether the extent of social and environmental 
risks has been captured accurately. Assurance 
providers must therefore start with a clean sheet 
and consider whether the reporter’s actions are 
really changing the nature of the business, even 
providing advice on how their reports could be 
improved. Stakeholder panels could also help 
establish the credibility of IR and determine 
whether the report responds to their needs.’

Carol Adams is director of consultancy 
Integrated Horizons and part-time research 
professor at Monash University
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Taking the temperature
With austerity measures looming large over hospitals around the world, can we still 
somehow build a sustainable future for healthcare, asks ACCA’s Gillian Fawcett

system is financially sustainable in the 
long run. Fewer than one in 10 think 
that it definitely is sustainable.

But when asked whether it is 
likely that more money from their 
governments would be forthcoming, a 
similar two-thirds say such a likelihood 
is low. Instead, eight out of 10 believe 
that there will be a drive for efficiency 
improvements to secure the long-
term future of their healthcare system. 
More than half believe there is a 
medium prospect of the introduction 
or extension of charges to users, while 
a slightly smaller proportion accept 
that there will be the introduction of an 
insurance system.

Unfortunately, austerity looms large 
over many of the healthcare systems around the world. We see it 
here in the UK, and it is evident elsewhere. As the study observes, 
the impact of the economic recession led many governments to 
borrow money to fund budget deficits. But this was untenable and 
so they were faced with the need to cut public spending. 

Attempts may have been made to ring-fence crucial services, 
such as health, but there have been subtler impacts of austerity 
as well. Rising unemployment, reduced incomes and increasing 
taxation have an indirect impact on the demand for healthcare 
and the ability to pay for it. Developing countries, which rely on 
overseas financial aid to supplement their own healthcare finances, 
have suffered as donating countries cut back on their aid budgets.

For these reasons perhaps it is not then surprising that 
governments around the world are looking to reorganise how 
healthcare is provided, whether that is at the hospital level or at 
a primary care level through doctors’ surgeries. And this is where 
Prowle and Harradine hit the nail on the head.

They highlight the comments made by Nigel Lawson, a former 
UK chancellor of the Exchequer, who described the UK’s National 
Health Service as the nearest thing the British have to a national 
religion. And as one interviewee for the study says: ‘I think health 
is a very politically sensitive issue for any country… health is 
something that everyone is concerned about and so this is the 
nature of the sector. So I think we can’t get away from all these 
bad headlines. What we hopefully will get away from is politicians 
making changes to the health sector without helping the sector.’

But as all those that work in the public sector will be only too 
aware, public opinion matters and can unfortunately act as a brake 

Healthcare is rarely out of the 
headlines. It could be the 
temporary closure of accident 

and emergency departments in the 
UK, political fights over Medicare 
and Medicaid in the US, or health 
systems in a developing country 
stretched to breaking point following 
the outbreak of a devastating 
disease such as Ebola. There will 
always be passionate debate on 
whether the right resources are 
being committed to the right areas 
at the right time in health systems 
around the world.

The healthcare systems themselves 
can vary greatly between countries. 
There can be differences between the 
size and role of both the public and private sectors, the balance 
between preventative services, acute care and longer-term care, 
as well as administrative structures and mechanisms – the glue 
behind the scenes that holds the systems together.

However, these systems, no matter in which country they 
are, face very similar challenges: changing populations and 
demographics, the rise of preventable illnesses, financial 
constraints and political scrutiny. 

Yet it is clear that possible solutions to these challenges will vary 
from one country to the next: there is no ‘one-size-fits-all’ answer.

Funding need
But answers need to be found, as it is becoming increasingly 
clear that the existing healthcare systems are unlikely to remain 
sustainable in the longer term in the absence of either additional 
funding or innovative approaches to delivering health services.

This is one of the key conclusions of Sustainable healthcare 
systems: an international study, a detailed report by Nottingham 
Trent University and ACCA. Its authors, Professor Malcolm Prowle 
and Dr Don Harradine, have examined the current healthcare 
systems in 11 countries across several continents, looking at how 
they are coping with their various challenges, and drawing out 
examples of best practice.

And as with so many other public policy matters, much of the 
challenge comes down to money and politics. The study elicits 
some revealing attitudes and observations. Nearly two-thirds of 
the healthcare professionals interviewed for the study say that 
they feel it is unlikely or even impossible that their country’s 

It has become 
clear that existing 

healthcare 
systems 

are unlikely 
to remain 

sustainable in the 
longer term
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on any attempts to reorganise or refinance our public institutions. 
This is amply demonstrated by the study’s finding that, apart from 
the lack of financial resources, public opinion is seen as one of the 
most significant factors posing resistance to change, supported 
by resistance from health professionals and the media. How many 
times have we seen our health services used as a political football?

Change in behaviour
But perhaps it is just as difficult to change the politicians’ 
behaviour as it is to change the lifestyle choices that people 
make that can have considerable consequences for healthcare 
priorities further down the road. Both are equally challenging, 
but both need to be resolved to ensure any form of sustainability 
in healthcare systems.

The study also uncovered other resistors to change: a lack 
of consensus among politicians about the nature of change 
required, the influence of private economic interests, and 
bureaucratic interests in maintaining the status quo.

The second of these, the influence of the private sector, is worth 
investigating further. As the study rightly notes, in virtually every 
country there is some form of private healthcare services for private 
individuals in return for payment, either directly or through a private 
health insurance scheme. Inevitably, there will always be political 
discussion on the appropriate size of the private healthcare sector, 
but of more interest to policymakers is the role the sector can play 
in the provision of healthcare to non-private patients.

In theory, there are advantages in using the private healthcare 
sector for this purpose, including the use of spare capacity 

in the private sector at lower cost and the exposure of public 
healthcare providers to market competition. There can also be 
disadvantages, however, not least problems that arise when profit 
motives conflict with public service equity considerations. In some 
countries, such as the UK, there is a significant involvement of the 
private healthcare sector in publicly financed healthcare, and other 
countries are experimenting with this idea. In some countries such 
an approach is strongly resisted, possibly on political grounds. It 
is important that the approach to be adopted is considered on its 
merits and not on the basis of an ideological position.

So what are the implications for finance professionals working 
in the healthcare sector and so often closely involved in the 
negotiations over resource allocation and change management? 
As the authors say, the problem is that in non-authoritarian 
democratic countries there is likely to be much resistance to 
change. So the key message for politicians and healthcare 
managers and professionals, including those in finance, is they 
need to devise ways of communicating the essential need for 
changes and the means by which they should be implemented.

Only then will we be able to ensure that healthcare is in the 
headlines for the right reasons, not the wrong, in the future. ■

Gillian Fawcett is head of public sector at ACCA

▲ The right 
medicine
Indian tobacco 
factory workers 
wait to get their 
medicines at a 
hospital in  
Madhya Pradesh

For more information:

Read the report Sustainable healthcare systems: an 
international study at www.accaglobal.com/public-sector
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Career boost
Presentations are about more than delivering a logical speech, as Dr Rob Yeung 
explains, plus settling squabbles, the work-life pipedream and how to get rich quicker 

Dr Rob Yeung is 
an organisational 

psychologist and coach at 
consultancy Talentspace

Talent doctor: Presentations

Suppose you need to give an 
important presentation: a sales pitch 
to clients, a speech at a conference 
or an update to shareholders. Maybe 
you’re a leader wanting to change 
the direction of your organisation 
or boost the output of employees. 
What’s the best place to start?

When I run presentation skills 
workshops – whether for novices 
wanting basic rules or seasoned 
executives seeking further refinement – 
I introduce early on the acronym CARE. 
The four letters give us an overview of 
how best to construct any speech.

Core message
If your audience leaves remembering 
only one thing, what should that be? 

It can be useful to write down in a single 
sentence the key outcome you wish to 
achieve. Do you want decision makers to 
say yes to your proposal? Do you need 
customers to put their trust in you? Are 
you trying to change behaviours?

You may wish to communicate several 
related points, but audiences are often 
easily bored or confused – or both. 
Better to emphasise and achieve one 
clear goal than aim for several things and 
accomplish none.

Audience
Some years ago, Greenpeace USA’s 
executive director Annie Leonard was 
giving a presentation. To get her point 
across, she assembled a sophisticated 
pitch packed with data. The only problem 

was it didn’t work. She recalled: ‘At 
the end, one guy said “I have no idea 
what you just said”. I realised you have 
to talk to people where they’re at, not 
where you’re at.’

Consider your audience’s 
background, understanding and 
needs. Do they understand the need 
for action and just want guidance 
on how to act, or are they sceptical 
and require persuasion that action is 
actually needed?

Relevance
I think of ‘core message’ as what you 
want and ‘audience’ as what they 
know. Relevance is about working out 
how to bridge the two and convey your 
core message to that audience.

Imagine a politician wanting to rally 
support and votes. Her core message 
is ‘vote for me’. But she might choose 
different facts, stories and language 
for say a group of university students 
versus business executives. What 
is pertinent and interesting for one 
group may fall flat with another.

Engagement
Finally, consider how you will engage 
people and make them want to 
listen intently to your message. How 
will you use inflection, pacing and 
pauses to sound more entertaining? 
How will you employ body language, 
facial expressions and even 
movement around a room to be 
visually engrossing?

Presenting effectively involves many 
skills, but taking a few minutes to work 
through the CARE acronym will help 
you to assemble something that will 
not only inform, but perhaps even 
inspire an audience. ■

For more information:

www.talentspace.co.uk

@robyeung
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The perfect: conflict resolution

You can do your best to avoid conflict in both your personal and professional life, but you 
cannot escape it. The ability to recognise, understand and resolve workplace conflicts 
effectively will not only help to minimise them but also add to your soft skills and strengthen 
your relationships with colleagues. So when conflict arises, consider doing the following:

* Determine the cause of the original conflict while acknowledging there may be perfectly 
valid yet opposing points of view.

* Agree on a resolution process that the warring parties are willing to commit to, including 
a timeframe for each to discuss how they feel about the issues and their interests. 

*  Ensure that each party listens to the other and understands that they will be given a 
chance to respond – but not until the 

first party has finished expressing 
their thoughts.

*  Write down any resolution 
that the parties agree to. This 

provides a concrete physical 
commitment and may be 

necessary should HR end 
up getting involved 
and legal issues arise 
later on. 

*  Follow up on 
resolution action. 
Make sure that the 
agreed aspects of the 
resolution are being 
acted on by all parties 
involved. When 
this happens, the 
attempted resolution 
has a good chance of 
working.

Work-life balance a 
pipedream for most
Business employees say that 
their jobs regularly encroach 
on their free time because of 
increasing workplace pressure, 
according to a survey.

The survey – by serviced 
office and global workplace 
provider Regus – polled 
22,000 workers across more 
than 100 countries. It found 
that work pressures frequently 
interrupt home life, with 66% 
saying that having to attend 
to work matters in their own 
time happened less five years 
ago, and 64% saying that the 
use of instant messaging by 
businesses to communicate 
with staff has increased.

As well as the growing 
impact on free time, the 
expectation that staff will be 
available to take emails and 
texts at any time or place is 
damaging business etiquette, 
with 62% saying last-minute 
changes to meetings 
happened too often.

Regus Hong Kong manager 
Michael Ormiston said: ‘The 
global work environment is 
changing, and technology, 
especially mobile and instant 
messaging, has huge benefits 
in enabling business people 
to be more flexible about 
how and where they work. 
However, it is important that 
being always connected is 
beneficial to productivity and 
not a distraction for workers 
when they are living their 
personal lives.’

Safety first
US college students put 
job security ahead of job 
fulfilment, according to a 
survey from Adecco Staffing 
USA. The perfect job, it seems, 
is a steady one rather than an 
inspiring one, with 70% saying 
they would rather have a 
stable job without a high level 
of emotional investment or 
passion than one with lots of 
passion but no job security.

The survey also found that 
79% of students think they will 

find a job within five months, 
although finding a job is still 
their top concern.

Joyce Russell, president 
of Adecco Staffing USA, 
said: ‘With the first group of 
Generation Z now in college, 
it will be fascinating to learn 
how this new generation of 
the labour force differs in 
terms of aspirations, outlook, 
expectations and priorities.’

The survey questioned 
1,001 college undergraduates 
and recent graduates in the US, 
aged between 18 and 24. 

The Big Four’s best two
EY and Deloitte are the sole 
Big Four representatives in this 
year’s Sunday Times Best 25 
Big Companies in the UK. They 
ranked 14 and 22 respectively, 
and it is the first appearance 
on the list for either.

The annual list – in its 12th 
year – ranks companies of 
all sizes on criteria ranging 
from employees’ opinions 
of leadership, wellbeing, 
personal growth and 
management to corporate 
social responsibility, pay 
and benefits.

How to get rich quicker
The good news for 
professionals in the early 
stages of a career in banking 
and finance is that they can 
expect their earnings to at least 
double after five to 10 years.

That was the conclusion of 
a study of more than 41,000 
professionals around the 
world in a range of sectors by 

salary benchmarking service 
Emolument.

The salary acceleration is 
a result of moving into more 
senior bonus-paying roles 
in investment management, 
asset management, origination 
and advisory, and trading. 
The biggest hikes of all occur 
in origination and advisory, 
where more than 15 years’ 
experience sends average 
earnings up to £454,000. 

Middle and back-office 
roles deliver a much slower 
and steadier rise in salary, 
largely because the bonuses 
are not so bumper. ■

This page is compiled by Beth 
Holmes, journalist

For more information:

www.accacareers.com
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Being marvellous
Tony Grundy uses the example of entertainment company Marvel to illustrate the 
relationship between strategy and finance during mergers and acquisitions 

rather crude model is that, if operating profit margin were 50%, 
based on more recent results, then zero sustainable growth rate 
would give you the current share price.

The next step would be to see what sustainable growth rate 
and operating profit margin would give Disney its break-even 
share price of US$50 per share. This is achievable if financially 
modelled using Disney’s cost of capital, tax rate and extra 
investment costs under some reasonably stretching strategic 
assumptions. At first pass this suggests Disney paid a stiff price. 
To actually add economic value to its shareholders and get at 
least as big a share of the ‘value cake’, Disney needs to take the 
Marvel brand and really motor with it.

To achieve this, it is no good just to throw in ballpark 
assumptions (as many MBA students do) that economies of scale 
will improve operating profit margin by 2% without calculating 
in real money as to what that actually means and how it can 
be achieved. Financial models that work just through flexing 
percentages can be quite delusional. Another example is where 

you have a sustainable growth rate of, say, 
8% over 10 years: that compounded is an 
increase in sales of 115%, which would 
make Marvel a £1.45bn business. What 
does that mean in terms of overall market 
share and overall relative market share? 

Disney effect
One useful exercise is to see what new 
strategies a Marvel board can come up with 
on its own. Could these produce a valuation 
that would persuade its shareholders to tell 
Disney to go away or to squeeze more out 
of Disney? What does Disney actually bring 
to the party? Distribution, creativity, cost 
synergies? These things are often unclear.

Marvel, the entertainment company famed for its 
comics and films, is a brilliant MBA case study for 
illustrating the interplay between strategy and 

finance in an M&A context. Marvel’s films are based on comic 
characters that were popular half a century ago. Technology 
has given them another surge of karmic-like popularity.

In 2009, Disney bought Marvel for US$4bn, at a 29% premium 
to its existing share price of US$38 (see Marvel’s results over a 
five-year period below). This gives MBA students two dilemmas. 
One is that its sales growth (one of the seven value drivers of 
a company’s share price) is highly volatile, so not only is it hard 
to assume a positive figure in the future, but there are also big 
questions over the stability of its cash stream. This is obviously 
vulnerable to pulling off ‘blockbusters’ in the box office, and 
that is in turn dependent on fads. The second dilemma is that 
operating profit margin is volatile too – because Marvel has high 
fixed costs and volatile revenue due to lumpy blockbusters.

In understanding the company’s valuation, MBA students are 
inclined to simply take an average over the 
five years and hope for the best. This is a 
start, but this situation is screaming for a 
set of assumptions that are based more on 
strategy and the future environment. Some 
get that; others don’t.

Alternative models
It’s crucial to get one’s head around the 
valuation problem, particularly as, at the 
time, Disney didn’t want to be seen to 
overpay – something that was suggested 
and affected the share price. So one starts 
by looking at what combinations of sales 
growth rate and operating profit margin are 
consistent with the current share price. One 

Marvel results in US$m

       2008  2007  2006  2005  2004

Sales       676.2  485.8  351.8  390.5  513.5

Operating profit margin     346.5  271.8  110.8  169.0  207.3

Operating profit margin     51%  55%  31%  43%  43%

‘How to’ video 

See the first in a series 
of management and strategy 
videos by Tony Grundy – on how 
to deliver exceptional customer 
service – at www.accaglobal.
com/ab/187

For previous Tony Grundy 
articles on strategy and 
management theories, visit 
www.accaglobal.com/abcpd. 
See also www.tonygrundy.com
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Unfortunately, many MBA students are at the age when 
they don’t watch Marvel films, so their sense of the underlying 
psychology of demand (a clue to fathoming sustainable growth 
rate) is weak. I have seen many films with my stepchildren and 
listened to their appetite for these films. It seems that after 
Iron Man 6, you have probably had enough, so there are some 
potential market and product-lifecyle constraints on the horizon. 

But over progressive cycles of doing the simulation, more 
and more ideas have emerged for exploiting the Marvel brand 
and its lesser-known characters that can be ‘pick and mixed’. 
Not only are there TV media opportunities, but also other brand 
extensions such as theme parks and adult computer games.

So in latterday runs of the model, we have been getting 
reasonably plausible sets of strategic assumptions consistent 
with share prices of US$80-plus. This would certainly suggest that 
on the basis of strategic vision and new strategic development, 
Marvel was undervalued and – although not a cheap buy at 
US$50 per share – still an attractive one. Marvel, however, could 
and should have put up a more spirited defence.

When I teach this case, I drum it into the students that they 
have to do a number of things to make their projections and 
valuations robust:

* Think about the drivers and constraints to market growth, and 
have some idea, percentage-wise, what that is likely to be.

* Think about the impact of competing films and also of 
substitutes over time.

* Think about ways of extending the business model.

* Translate any  percentage changes in variables into real 
strategies and test their plausibility.

* Ensure that if you are making improvements that will 
necessitate revenue costs, that this is modelled in some way 
through the operating profit margin; or where capital or other 
investment is needed, ensure this is included.

* Make sure the terminal value (the value at the end of the 
planning period, valued as a perpetuity) is entirely credible. 

The array of potential valuations of Marvel is huge. Its value is 
highly dependent on the external environment and on future 
strategy; simply extrapolating from the past using sustainable 
growth rates and operating profit margins (as many MBA 
students choose to do) is simply dipping your toe in the water. 

Many new strategies are derived from working out new ways 
to exploit the distinctive strategic assets of the business – and, in 
this case particularly, the brand and heritage of its characters and 
the brilliance of its film designers and technicians. One thing that 
Disney certainly needed to get right was to avoid alienating them. 
This would almost certainly have caused value destruction.

So ask yourself the following questions:

* What’s the value of your business on the basis of present 
strategies?

* Does that give you a value gap between this and what you 
really want?

* What strategies can be used to fill that value gap?

* How robust are these given your true capabilities, potential 
imitation and the resources you have? ■

47

05/2015 Accounting and Business

Management and strategy | Insight



The dark side of KPIs
In this second article in his series on key performance measures, David Parmenter looks 
at how KPIs can have unintended negative consequences

with minor sports injuries, they could delay the registration 
of patients in ambulances as they were getting good care 
from paramedics. They began asking the paramedics to 
leave patients in the ambulance until a house doctor was 
ready to see them, thus improving the ‘average’ time it took 
to treat patients. Each day there would be a car park full of 
ambulances and some even circling the hospital waiting for a 
parking spot. 

The lesson here is that management should have been 
focusing on the timeliness of treatment of critical patients. 
They needed only to measure the time from registration to 
consultation for these critical patients. Nurses would then have 
treated patients in ambulances as a priority – the very thing 
they were doing before the measures were put in place.

Shake-up
Measurement needs a new approach. It should be undertaken 
by trained staff, be consultative, promote partnership between 
staff and management, and align with the organisation’s 
critical success factors and strategic direction.

Spitzer has suggested the appointment of a chief 
measurement officer, who would be part psychologist, part 
teacher, part salesperson and part project manager. The CMO 
would be responsible for setting all performance measures, 
assessing the potential dark side of a given measure, 
abandoning broken measures and leading all balanced 
scorecard initiatives. ■

Every performance measure is like the moon: each has 
a dark side, an unintended negative consequence. 
The importance of understanding this dark side 

and the careful selection of measures should never be 
underestimated. Many of an organisation’s measures may 
be encouraging unintended behaviour. The frequency with 
which measures are set to fail by at best naive, or at worst 
corrupt, management is breathtaking.

As Dean Spitzer, an expert on performance measurement, 
says: ‘People will do what management inspects, not necessarily 
what management expects.’ The following two examples show 
how performance measures can go wrong. 

Example 1
A classic example is the city train service that had an on-time 
measure with draconian penalties for drivers. Those who were 
behind schedule learned simply to stop at the top end of 
each station, triggering the green light at the other end of the 
platform, and then continue the journey without incurring the 
delay of letting passengers on or off. After a few stations, a driver 
was back on time, but the customers – both on the train and on 
the platform – were not so happy. 

The lesson here is that management should have been 
focusing on controllable events that resulted in late trains, such 
as the timeliness of investigating signal faults reported by drivers 
or preventative maintenance on critical equipment that was 
running behind schedule.

Example 2
Managers at a UK hospital 

were concerned about the 
time it was taking to treat 

patients in the accident 
and emergency 
department. They 
decided to measure 
the time from a 
patient’s being  
registered to their 
being seen by a 
house doctor. 
Staff realised 
that while they 
could not 
stop patients 
registering 

Next steps

* Ascertain the measures that are damaging your 
organisation, and gather support to abandon them.

* Read Spitzer’s Transforming Performance Measurement 
(tinyurl.com/spitzerTPM).

* Start promoting the appointment of a chief 
measurement officer.

For more information:

For a chief measurement officer’s job description, email 
parmenter@waymark.co.nz

David Parmenter’s The New Thinking on KPIs paper is at 
www.davidparmenter.com
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In 2011, the 
International 
Accounting Standards 
Board (IASB) issued 
amendments to IAS 19, 
Employee Benefits, and 
indicated that there were 
further matters that required 
a more fundamental review 
of pensions and related 
benefits. These matters 
included the issues relating 
to contribution-based 
promises (CBPs). 

Examples of CBPs are 
where the employee receives 
a pension based on the 
performance of the assets 
in the pension plan and 
the employer provides a 
guarantee of the minimum 
performance of those assets. 
The employee accordingly 
receives a benefit that is the 
higher of the contributions 
plus the actual return on the 
assets in the plan and the 
guaranteed amount. 

Alternatively, the 
employee may receive a 

guaranteed benefit based 
on a specified return on 
‘notional’ plan contributions 
by the employer. The IFRS 
Interpretations Committee 
(IFRIC), which issues guidelines 
for International Financial 
Reporting Standards (IFRS), 
tried to develop a solution 

for the accounting 
for such plans but 
removed it from its 
project agenda in 
May 2014. 

Although some 
schemes may have 
a few features that 
bring them into 
the defined benefit 
category of IAS 
19, they may be so 
much closer to a 
standard defined 
contribution plan 
that full defined 

benefit accounting 
does not seem 
appropriate. Meanwhile 
other schemes may be 
close to defined benefit 
arrangements, but have risk-
sharing provisions that reduce 
the sponsor’s exposure. 

The IASB considered 
contribution-based promises 
in the discussion paper that 
preceded its latest revisions 
to IAS 19. In that paper, the 
IASB looked at a fair value 
measurement basis for such 
schemes. However, neither the 
Interpretations Committee nor 
the IASB decided that change 
was needed.

IAS 19 requires an entity 
to classify post-employment 
benefits as either defined 
contribution plans or defined 
benefit schemes. A defined 
contribution scheme is 

one where the entity pays 
specified contributions into a 
separate entity (a fund) and 
has no obligation to pay more 
contributions if the fund does 
not have enough assets to pay 
all the accrued benefits. 

By definition, if a scheme is 
not defined contribution, then 
it has to be defined benefit, 
and the entity must use ‘the 
projected unit credit method’ 
to account for it. 

Using an actuarial 
technique with this method, 
the entity calculates the 
present value of defined 
benefit obligation (DBO), 
which has been discounted by 
bond rates. The discount rate 
used is determined by » 

Many hybrid 
pension plans 

are classified as 
defined benefit 

schemes but their 
risks are quite 

different
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reference to market yields at 
the end  of the reporting 
period on high-quality 
corporate bonds, or, if there is 
no deep market in such bonds, 
by reference to market yields 
on government bonds. 

The entity determines 
the deficit or surplus as the 
difference between the 
present value of DBO and the 
fair value of its related plan 
assets. This deficit or surplus 
is recognised as a net defined 
benefit liability (asset) in the 
statement of financial position, 
subject to an asset ceiling test. 

IAS 19’s measurement 
process does not properly 
reflect risk differences among 
plans because the present 
value of the DBO does not 
fully reflect the value of risk 
relating to future cashflows 
from the DBO. However, the 
fair value of the plan assets 
reflects the value of risk 
relating to future cashflows 
from them by the use of 
market prices. 

Defined benefit plans are 
distinguished from defined 
contribution plans by the 
fact that the entity suffers the 
actuarial and investment risks. 
The accounting for defined 
benefit plans is covered by 
IAS 19 but the accounting for 
hybrid plans such as CBPs 
under IAS 19 often results in 
counterintuitive measurement. 

Many hybrid plans are 
classified as defined benefit 
schemes but their risks are 
quite different. For example, 
in some CBP schemes, the 
obligation is calculated by the 
entity projecting the benefit 
on the basis of an assumption 
of future performance of 
the plan’s assets, which is 
potentially higher than bond 
rates. In CBPs, investment risk 
does not always fall entirely on 
the entity, but is often shared 
by employees. This sharing 
of risk is not dealt with by IAS 
19 and thus the entity could 
show an excessive plan deficit 
because the present value 
of the DBO is much higher 

than the fair value of the plan 
assets. This is because the 
discount rate is lower than the 
projected higher return on 
plan assets. 

The number of hybrid plans 
is rising as more employers 
reduce their risk exposure. 
Entities are also buying 
annuities, and using longevity 
swaps to manage pension risk. 

IAS 19 has been questioned 
from various other conceptual 
viewpoints as IAS 19’s 
measurement basis is quite 
different from other IFRSs. 
For example, it is difficult to 
reconcile a pension liability 

with the definition of a liability 
in the conceptual framework, 
and similarly, the requirement 
to reflect unvested benefits 
and future salary increases in 
the entity’s obligations. 

The netting off of the 
plan assets and defined 
benefit obligations is also 
inconsistent with other IASB 
pronouncements. IAS 19 has 
current acceptance because 
of its relative ease of use and 
because issuers and users 
have found some merit in its 
information content. A new 
model would increase costs 
and have significant effects on 

the business. The 
general opinion 
is that frequent 
changes of pension 
accounting are 
unnecessary 
and costly. 

The IASB feels 
that the issues 
relating to CBPs 
and eliminating 
diversity in practice 
are important, 
and that costs and 
benefits should be 
carefully assessed 

when recommending any 
change to the accounting 
treatment of pensions. 

The main scope of IASB’s 
current research project is 
accounting for new pension 
plans that incorporate 
features that were not 
envisaged when IAS 19 was 
issued. It is proposing to 
fundamentally review the 
principles of measurement, 
and classification in IAS 19. 
The research will probably 
revisit such issues as CBPs, 
the discount rate for employee 
benefits, and exemptions 
for entities participating 
in multi-employer defined 
benefit plans.

Another topic under 
discussion concerns whether 
a pension surplus could be 
recorded as an asset on the 
statement of financial position 
in certain circumstances. 
IAS 19 limits the measurement 
of a net defined benefit asset 
to the lower of the surplus 
in the defined benefit plan 
and the asset ceiling. IAS 19 
defines the asset ceiling as 
‘the present value of any 
economic benefits available in 

IAS 19 has been 
questioned from 

various conceptual 
viewpoints as its 

measurement 
basis is quite 

different from 
other IFRSs
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For more information:

www.ifrs.org

the form of refunds from the 
plan or reductions in future 
contributions to the plan’. 

IFRIC’s IFRIC 14 
interpretation of the 
requirements in IAS 19 
addresses when refunds 
or reductions in future 
contributions should be 
regarded as available. IFRIC 
14 states that a refund is 
available if the entity has 
‘an unconditional right’ 
to a refund. The IASB has 
undertaken a project to clarify 
whether a trustee’s power to 
augment benefits or wind up 
a plan affects the employer’s 
unconditional right to a refund 
and thus, in accordance with 
IFRIC 14, restricts recognition 
of an asset. 

Essentially the project 
is assessing whether an 
entity could get economic 
benefit from a surplus in a 
scheme and whether there 
is an unconditional right to 
a refund. At present, entities 
can recognise a surplus as an 
asset, even though the trustees 
could change the benefits 
and wipe out the surplus. The 
implications of these changes 

appear less 
severe than 
previously thought – IFRIC 
is not seeking to prohibit 
recognition of surplus in 
schemes where there is no 
future accrual of benefits. The 
changes are expected to be 
made separately from the 
annual IFRS improvements 
process and, once they are 
confirmed, entities should 
review the rules of their 
scheme and revisit any legal 
opinion previously obtained 
about the ability to recognise 
a surplus.

Because pension schemes 
can have infinite variations 
with differing degrees and 
forms of risk-sharing, the IASB 
may consider the general 
principle of measurement 
of pension schemes with 
the aim of determining a 
measurement basis that works 
for all types of schemes. The 
IASB’s work relating to the 
measurement of insurance 
liabilities and discount rates 
may help here.

Finally, compounding the 
above potential changes, the 
economic situation has had an 

impact on pension schemes. 
In 2014, long-term inflation 
assumptions derived from the 
gilt market were about 0.2% a 
year lower than at the start of 
the year. Taking the changes 
in inflation, discount rates and 
interest costs into account, 
a typical pension obligation 
could be significantly higher 
than at the end of 2013. 

The degree of change in 
the net defined benefit liability 
will depend on whether the 
asset performance has kept 
pace with the change in 
the size of the obligation. 
However, as bond yields are 
down significantly since the 
start of the 2014, the value of 
liabilities will probably have 
increased much quicker than 
scheme assets. ■

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

Qualifications
Technical 
Advisor
(Taxation)
ACCA’s reputation is grounded 
in over 100 years of providing 
accounting qualifications. We 
complement our long traditions 
with modern thinking and aim to 
create value for the professional 
business community through 
standards and services which 
are innovative, relevant,
and of the highest quality.

The main purpose of this job is 
to work within a small team of 
technical tax people to ensure 
the quality control of all the tax 
papers in the ACCA Qualification 
up to Professional level exams.

As part of this role, it is essential 
to ensure that examinable 
documents, study guides and 
examiner reports are also kept 
up to date. This includes quality 
assurance of tax exams set for 
up to 20 different countries, 
for which training will be given. 

The Qualifications Technical  
Adviser (QTA) will play an 
important role in shaping the 
new syllabus for Taxation at all 
levels whenever the ACCA or 
CAT syllabi are reviewed. 

ACCA has a vision that all exams 
will be delivered on-line and 
taking the current paper exams 
to an on-line environment will 
be an exciting challenge for the 
QTA, who will be supported 
through the project. Work on 
shaping the syllabus and study 
guides for all the Fundamental 
level tax exams has started, and 
implementation of the creation 
of paper and computer-based 
exams, specimen exams and 
computer-based practise tests 
is commencing. 

If you believe you have all the 
necessary skills to effectively 
perform this role then please 
apply at the following link: 

http://recruitment.accaglobal.com

The role can be based in 
either London or Glasgow.
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Technically speaking
Aidan Clifford outlines voluntary restrictions under the Companies Act 2014, the pension 
compliance scheme for construction companies, and new governement funding initiatives

1 Operating leases
The International Accounting 
Standards Board (IASB) is 
finalising a new International 
Financial Reporting Standard 
(IFRS) that will require leases to 
be brought onto the balance 
sheet. While generally used 
only by the larger and quoted 
companies, IFRSs over time 
filter down into standards used 
by smaller entities. 

Some operating leases can 
be for 20 years or more and 
are currently off balance sheet, 

so bringing these and two-
year and three-year operating 
leases onto the balance sheet 
will involve some difficult 
accounting. 

To assist in the transition, 
the IASB has published a 
document outlining the likely 
effects of the new leases 
standard, as well as the 
similarities and differences 
between its requirements 
and those of the US Financial 
Accounting Standards Board 
(see also page 22). The final 

leases standard is scheduled 
to appear later this year. 

For all leases, the IASB 
model requires a lessee to: 

* recognise lease assets and 
liabilities on the balance 
sheet, initially measured 
at the present value of 
unavoidable lease payments

* recognise amortisation of 
lease assets and interest 
on lease liabilities over the 
lease term

* separate the total cash paid 
into a principal portion 
(presented within financing 
activities) and interest 
(presented within operating 
or financing activities).

For leases already recognised 
on the balance sheet today (ie 
existing finance/capital leases), 
the US GAAP model requires a 
lessee to account for them as 
the IFRS model does. 

For leases not recognised 
on the balance sheet today (ie 
existing operating leases), US 
GAAP requires a lessee:

*  to recognise lease assets 
and liabilities (measuring 
lease liabilities as the IFRS 
model does)

*  to recognise a single lease 
expense typically on a 
straight-line basis over the 
lease term

*  to present total cash paid 
within operating activities.

The effect of the standard will 
be to increase the amount 
of assets and liabilities on a 
balance sheet. Over time it 
is expected to depress the 
overall equity amount on the 
balance sheet as the asset 
will depreciate faster than 
the lease liability decreases, 
although this will depend on 
the lease terms. 

For the IASB document, 
see tinyurl.com/pdjauun.

2 Government funding 
Circular 13/2014 sets out the 
criteria for the management 
of, and accountability for, 
grants from Exchequer funds 
to various bodies, including 
agencies, companies, 
committees, advisory groups, 
charities and individuals. 

The requirements are that 
all grants and grants in aid 
will be classified as ‘grants’ in 
future and treated the same. 
Grants will be paid based 
on vouched expenditure, 
although some prefunding 
will be facilitated in limited 
circumstances. There will also 
be a move away from ‘block 
grants’, and more funds will be 
made available for specified 
outcomes for service users. 

The grantor agency 
will set out all terms and 
conditions for a grant, which 
will be based on service level 
agreements (SLAs) where 
appropriate. SLAs can not only 
cover standard matters, such 
as outcome measurement and 
review, but also the level of 
assurance required, such as 
audit or annual declarations. 
The appropriate accounting 
and financial controls must 
also be put in place with 
regular management accounts 
or audited accounts ‘as 
appropriate’, accompanied 
by a certificate of assurance 
signed by the entity’s 
management. 

The circular sets out 
additional requirements 
for funds drawdown and 
payment, including an annual 
declaration for entities with 
multiple funders to ensure that 
there is no duplication of the 
funding. The circular confirms 
that virement is allowed only 
by prior approval (using saving 

Aidan Clifford is 
advisory services 

manager, ACCA Ireland

In this article

1 Operating leases IASB sets out practical process to 
bring leases onto the balance sheet

2 Pobal and government funding Criteria
3 CWPS Certificate of compliance
4 Restriction and disqualification Companies can 

volunteer rather than have it imposed
5 Credit union M&As Sector consolidates
6 Credit union regulation 2015 set passed
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from one grant head to fund 
overspends on another head). 

The circular recognises 
that not all grantees will have 
an audit performed and does 
not require one, although 
individual grantors may as part 
of their conditions. 

Grantees’ financial 
statements must disclose: 

*  the name of the grantor; 
if not a government 
body such as Pobal, the 
sponsoring government 
department must also be 
recorded

*  the actual name of the 
grant programme

*  the intended application 
of the funds – under the 
headings of pay and 
general administration; 
service provision/
charitable activity; and 
specified others, including 
advertising and consultancy

*  the amount and term of the 
total grant awarded

*  the amount of the grant 
taken to income in the 
current financial statements; 
and if that differs from 
the cash received in the 
relevant financial period, 
a table showing the grant 
taken to income in the 
period, the cash received in 
the period, and any grant 
amounts deferred or due at 
the period end

*  for capital grants, the 
amount provided and the 
conditions/milestones in 
relation to current and 
future instalments

*  in a table accompanying 
the report, the number 
of employees whose 
total employee benefits 
(excluding employer 
pension costs) for the 
reporting period fell 
within each band of €10k 
from €60k upwards, 
and an overall figure for 
total employer pension 

contributions; this applies 
even if salaries are not 
funded by the Exchequer 
and is consistent with the 
requirements in the charity 
statement of recommended 
practice (FRS 102) 

*  whether and how the use of 
the grant is restricted 

*  whether the entity is 
compliant with ‘relevant 
circulars’ – specific mention 
is made only of circular 
44/2006 on tax clearance 

*  details of other funding 
if the entity gets funding 
from different sources

*  confirmation of adherence 
to an SLA if one is in place. 

The circular does acknowledge 
that small community and 
voluntary groups will have only 
basic financial statements and 
receipts available as a basis for 
reporting but does not set out 
a reduced disclosures regime 
for such entities. See tinyurl.
com/circ13-2014.

3 CWPS compliance
Many construction companies 
need a certificate of pension 
compliance from the 
Constructions Workers Pension 
Scheme (CWPS) if bidding for 
certain government work. In 
the past their auditor certified 
compliance (we recommended 
not doing this) or the 
companies sent CWPS copies 
of their P35 (employee annual 
tax returns). 

However, the current 
standard communication 
from CWPS mentions only a 
certificate from the auditor. 
After clarification was sought, 
CWPS confirmed that a copy 
of the P35 is still acceptable. 

4 Voluntary restrictions 
The Companies Act 2014 
lets directors of insolvent 
companies voluntarily agree to 
a restriction or disqualification 
rather than having one 
imposed by a court. The new 
regime is expected to come 
into force on 1 June. 

The Office of the Director 
of Corporate Enforcement 
(ODCE) has published a 
consultation outlining the 
new regime’s proposed 
procedures. While it is a 
voluntary process, only the 
ODCE can initiate it, not the 
liquidator. See www.odce.ie.

5 CU rationalisation
Mergers and acquisitions are 
abounding in the credit union 
(CU) sector, with the 27 March 
edition of Iris Oifigiúil reporting 
that no fewer than seven 
CU registrations had been 
cancelled. Higher compliance 
costs and reduced investment 
income have encouraged many 
CUs to merge. 

6 CU regulations 
The Central Bank has passed 
Regulations 2015 for the 
Central Bank Reform Act 2010 
(sections 20 and 22 – CUs 
that are also authorised as 
retail intermediaries). ■

aidan.clifford@accaglobal.com 
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Tax update
Cora O’Brien outlines new Revenue strategies and initiatives for 2015, the EU tax 
transparency package and what it entails, and the UK Budget 2015

1 Statement of strategy
The Revenue has published its 
statement of strategy for 2015 
to 2017. It has been framed 
around two key strategic 
priorities: to make it easier 
and cheaper for taxpayers 
to comply voluntarily with 
the Revenue’s requirements, 
and to identify and confront 
non-compliance. 

The key points are:

* The Revenue will strive to 
deliver an excellent service 
that facilitates voluntary 
compliance and to collect 
the right amount of tax at 
the right time. Self-service 
and electronic channels are 
to be the primary service 
delivery channels. Where 
this is not a viable option, 
the Revenue will prioritise 
‘an excellent telephone 
service experience that 
is organised around the 
needs of our customers’, 
delivering early resolution 
to queries. A customer 
engagement strategy is 
also under development. 

* The Revenue will maximise 
the use of data analytics in 
compliance interventions 
and focus on conducting 
the right intervention for 

the right customer at the 
right time. 

* It will build partnerships 
with stakeholders to 
support voluntary 
compliance.

* It will presume honesty 
and act with respect 
and courtesy.

* It will minimise the 
compliance burden on 
taxpayers.

* It will help implement 
the tax roadmap, the 
appeals system reform, 
and initiatives from 
the Organisation for 
Economic Cooperation and 
Development (OECD) and 
other international bodies.

2 ROS eBrief
The Revenue has published 
eBrief 37/15 drawing attention 
to a number of important 
Revenue Online Service (ROS) 
issues, as follows: 

* Revisions to ROS CT1 
for 2014. The revised 
CT1 corporation tax form 
contains some additional 
fields relating to iXBRL 
filing requirements.

* CT1 for 2015. CT1 for 
periods ending in 2015 has 
been released on ROS.

* Mandatory iXBRL 
filing criteria. Where a 
company does not exceed 
the size criteria related 
to balance sheet total, 
turnover and employee 
numbers, it will not be 
subject to the current 
(phase 2) mandatory iXBRL 
filing requirement. The 
Revenue is changing the 
meaning of ‘balance sheet 
total’ for determining the 
exemption from ‘total net 
assets’ to ‘aggregate of 
assets without deduction of 
liabilities’ from 1 November 
2015. Transitional 
provisions will apply. 

* Companies in liquidation. 
The iXBRL position for 
companies in liquidation 
has also been clarified. 
Where there are no net 
assets for distribution, an 
iXBRL filing is not required. 
The Revenue reserves the 
right to request an iXBRL 
return in specific cases.

* Form 46G 2015. The ROS 
online and ROS offline form 
46G (company) for 2015 has 
been released. An updated 
version of the 46G return 
tool (spreadsheet) will 
be available shortly. The 
existing return tool can be 
used in the interim. 

* Tax clearance certificates. 
Electronic tax clearance 
certificates will be 
introduced from 1 January 
2016. Tax clearance 
certificates issued from 
1 April will have an expiry 
date of 31 December 2015.

3 VAT guidance 
The Revenue has issued two 
leaflets on the revised VAT 
treatment of member-owned 
golf clubs, following a recent 

European Court of Justice 
judgment and changes 
introduced in the Finance 
Act 2014. From 1 March 2015, 
all golf income of member-
owned golf clubs arising 
from green facilities – such as 
green fees, competition fees 
and membership fees – will 
be exempt from VAT. In line 
with the Revenue’s previous 
eBrief, golf clubs may treat 
such fees as VAT-exempt on 
an administrative basis from 
1 January 2015. 

The Revenue has also 
addressed the retrospective 
application of the change. 
A golf club may make a 
repayment claim for overpaid 
VAT, subject to the four-year 
time limit. However, golf 
clubs seeking a refund of 
overpaid VAT are expected 
to undertake a ‘compliance 
review’, as adjustments will 
have to be made to the 
amount of VAT reclaimed 
on purchases that related 
to taxable golf income. This 
could include VAT recovered 
on capital expenditure such as 
developing the golf course. 

4 Budget 2015 
The UK Budget 2015 has 
been announced and the UK 
Finance Act 2015 enacted in 
recent weeks. Some of the key 
UK tax changes that have been 
introduced are: 

* Non-UK residents will 
be liable to capital gains 
tax on the disposal of UK 
residential property from 
6 April 2015. A tax return 
and payment must be made 
to HMRC within 30 days 
of the conveyance of a 
property, unless the non-
resident is already within the 
UK self-assessment regime.

In this article

1 Revenue’s statement of strategy Greater focus on 
customer service to support compliance

2 ROS eBrief Revenue publishes eBrief on a number of 
issues with its online service

3 VAT guidance Revised VAT treatment for member-
owned golf clubs 

4 Budget 2015 Budget 2015 in the UK and the Finance 
Act 2015

5 EU Tax transparency package launched
6 BEPS papers OECD publishes further consultations on 

base erosion and profit shifting
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The Revenue 
says that it will 

presume honesty 
and act with 
respect and 

courtesy

▼ Tax and mend 
EU tax and customs 
commissioner Pierre 
Moscovici introduces 
measures to tackle 
corporate tax avoidance

* The diverted profit 
tax, which seeks to tax 
companies that artificially 
avoid having a permanent 
establishment in the UK, 
came into force from 
1 April 2015. A number 
of amendments have 
been made to the draft 
legislation that was 
originally published last 
December.

* A move to roll out digital 
tax accounts prepopulated 
by HMRC will be launched. 
It is intended that small 
businesses will be able 
to link their accounting 
software with their personal 
tax account, eliminating 
the need for a separate 
tax return.

* The rules around 
entrepreneurs’ relief in 
relation to joint ventures 

and associated disposals 
have been tightened.

* Small companies making 
their first research and 
development tax relief 
claims will be able to apply 
for a voluntary advanced 
assurance that will last for 
three years.

Some anti-avoidance 
measures in relation to 
the use of carried forward 
corporate losses have also 
been announced.

5 EU tax transparency
The European Commission has 
presented a tax transparency 
package with measures 
aimed at tackling corporate 
tax avoidance. The measures 
include a proposed directive 
requiring greater automatic 
exchange of tax rulings 
between member states. The 

directive will now be 
considered by the 
Council of the EU. 

6 BEPS
The OECD has 
published two 
more base erosion 
and profit shifting 
(BEPS) papers for 
consultation. 

The first 
examines 
mandatory 
disclosure rules. 
The report outlines 
such rules and considers how 
international transactions can 
be best captured by disclosure 
regimes. A public consultation 
will be held in Paris on 11 May. 

The second draft 
considers best practice for 
introducing controlled foreign 
company rules. It makes 

recommendations for the 
design of such rules, and a 
public consultation will be 
held in Paris on 12 May. ■

Cora O’Brien is director of 
technical services, Irish Tax 
Institute
cobrien@taxinstitute.ie
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Tax diary
The Irish Tax Institute supplies important dates and deadlines for May/June 2015,  
which financial professionals working in Ireland will need to take note of

General

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

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

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

Companies 

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

Corporation tax
21 May
Return and final payment 

for accounting periods 
ended 31 August 2014 (ROS 
extension to 23 May).

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

Corporation tax
21 May
First instalment of preliminary 
tax for ‘large’ companies for 
accounting periods ending 
30 November 2015 (ROS 
extension to 23 May).

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

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 in respect of 
certain transactions that 
commenced prior to 
23 October 2014.

Companies

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

Corporation tax
21 June
Return and final 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 periods ended 
30 September 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  
round-up of the latest developments relevant to practitioners in Northern Ireland

Notice and guidance 
updates
VAT Notice 700: the VAT 
guide has been updated 
to reflect the changes to 
the treatment of prompt 
payment discounts from 
1 April.  

Revenue and Customs 
Brief 7 (2015): new rules for 
the self-employed claiming 
working tax credit highlights 
that new claimants who are 
using self-employed work 
to meet work test rules for 
working tax credits must show 
that they are trading on a 
commercial basis and that 
their business is undertaken 
with a view to achieving 
profits. It is a very basic 
brief and better guidance 
is available as part of the 
universal credit guidance, 
highlighted last month in 
Accounting and Business and 
available at bit.ly/uni-credit.

Revenue and Customs 
Brief 8 (2015): deduction 
of VAT on pension fund 
management costs explains 
HMRC’s position following the 
ruling by the Court of Justice 
of the European Union in 
C-26/12 Fiscale Eenheid PPG 
Holdings BV cs te Hoogezand 
(PPG). HMRC has stated 
that the ‘transitional period 
announced in Revenue and 
Customs Brief 43 (2014) will 
continue until 31 December. 
In the meantime, businesses 
may continue to use the 
VAT treatment outlined in 
VAT Notice 700/17: Funded 
Pension Schemes should 
they choose, provided that 
both employer and pension 
scheme trustees agree the 
same treatment.’ HMRC 
also states in the brief that, 
following the decision, it has 

‘received enquiries in respect 
of the impact of the PPG 
decision on VAT recoverability 
relating to:

* other types of service (such 
as legal, actuarial and 
accounting services)

* other types of pension 
scheme (such as defined 
contribution and hybrid)

* VAT Groups that include 
a corporate trustee and a 
sponsoring employer

* trustees that charge 
employers to run their 
pension schemes.’

HMRC indicates that guidance 
on these areas will be available 
in the summer. 

You can find links and 
guidance on VAT notices and 
Revenue & Customs Briefs 
at www.accaglobal.com/
advisory. 

Social investment 
tax relief
The social investment tax relief 
factsheet has been updated. 
The tax relief allows individuals 
making an eligible investment 
to deduct 30% of the cost of 
their investment from their 
income tax liability, either 
for the tax year in which the 
investment is made or the 
previous tax year (if 2014/15 or 
later). The investment must be 
held for a minimum period of 
three years for the relief to be 
obtained. Social enterprises 
need to apply to HMRC to 
confirm that both they and 
the investment they have 
received meet the conditions 
of the scheme and that there 
is a defined and regulated 
social purpose. Generally the 
social enterprises are charities, 
community interest companies 
or community benefit societies 
carrying out a qualifying trade, 

with fewer than 500 employees 
and gross assets of no more 
than £15m.

You can find links to the 
guidance, together with 
previously issued guidance – 

Social Investment Tax Relief: 
how to claim tax relief and 
Social Investment Tax Relief: 
guide for social enterprises 
– at www.accaglobal.com/
advisory. ■

No tax returns 

Thank you to the many members who responded to 
our Budget newsletter request for their views on the 
announcement by the chancellor of the exchequer to abolish 
tax returns: bit.ly/acca-views. The comments made are 
greatly appreciated and are extremely valuable. 

The following summarises the overwhelming opinion:

* The government should think very carefully before it 
proceeds, and then think again; it is nice in theory but it 
just will not work in practice.

* It creates additional, unnecessary burdens for 
taxpayers; the cost of doing this would be much higher 
than at present.

* It relies on HMRC’s IT system being able to deal with 
additional pressures.

* There is concern that there was no consultation as 
to how this might work for the accountancy and tax 
professions, which have already been heavily relied upon 
to make the tax system as efficient as possible.

* The view is that HMRC is understaffed and overworked 
already, and that nothing within the organisation works 
very well as a result.

We summarised your views, issued a press release and shared 
your opinion with government, and we will continue to do so. 
You can see a summary of your views at bit.ly/acca-return.

▼ Return to sender?
Chancellor George 
Osborne announced the 
abolition of tax returns in 
March’s Budget
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Bin the boilerplate
With new-style audit reporting due to begin next year, auditors around the world are 
bracing themselves for the accompanying challenges. Audit will never be the same again

The brief, binary, clean or 
qualified boilerplate auditor 
report known to generations 
of auditors and readers of 
accounts is being consigned 
to history. The roots of the 
extended auditor reporting 
that will replace it across the 
globe go all the way back to 
the financial crisis. 

The International Auditing 
and Assurance Standards 
Board (IAASB) has published 
its finished work on extended 
auditor reporting, with 
implementation slated for 
December 2016 year-ends. 
The US is working on its own 
standard but the two are 
closely aligned, with similar 
concepts and much discussion 
between the standard-setters. 

Sue Almond, ACCA’s 
external affairs director, says 
that extended reporting is 
‘one of the most exciting 
developments in audit 
reporting in my whole 
professional career. There 
have been no significant 
changes in auditor reporting 
– certainly on a global basis 
– in 30 or 40 years. This is the 
standard-setter trying to be 
responsive and take a major 
step forward.’

Providing colour
An extended audit report 
is all about responding 
to the demands for more 
information. The idea is to 
enhance the information value 
of the report, moving audit on 
from its current binary pass/fail 
nature, and to provide users of 
accounts with colour around 
what happened in the audit 
and where some of the key 
audit judgments were made.

Brendan Murtagh FCCA, 
former ACCA president and 
founding partner at LHM 
Casey McGrath in Dublin, 
joined the IAASB in 2012. He 
is one of 18 board members 
responsible for developing 
and revising the auditor 
reporting standards over the 
past three years. 

He says: ‘Following the 
financial crisis, it became clear 
the level of information in the 
audit report needed to be 
improved and there needed to 
be greater transparency. As we 
worked through the project, 
what became clearer was that 
it was not an expectation gap 
but an information gap that we 
needed to bridge.’

The principal change facing 
auditors is reporting on key 

audit matters: 
those issues that 
have taken up the 
time and effort 
during the audit. ‘It 
is a judgment piece  
for the auditor, 
who is required to 
discuss the issues 
with those charged 
with governance 
and then disclose 
in the audit 
report why it is of 
significance, how 
the auditor has 

responded and how sufficient 
comfort has been achieved 
to be able to give the audit 
opinion,’ Murtagh explains. 

So while the audit opinion 
(clean or qualified) will be 
at the top of the report, the 
detailed context for that 
opinion will be presented 
– and that represents a 
fundamental change. The 
result, Murtagh says, ‘is 
intended to put information 
in the hands of the users 
so they can make a more 
informed decision’.

‘Game changer’
Diana Hillier, PwC partner for 
international standards, says: 
‘These new standards give 
us an opportunity to deliver 
innovation and insight in a way 
not previously permitted. We 
can demonstrate publicly the 
relevance of the audit, rebuild 
trust in auditors and, crucially, 
underpin confidence in 
reported financial information. 
This a game changer for 
all stakeholders.‘

And game changers are 
never universally welcome. 
There is bound to be 
nervousness, with questions 
raised over issues such as 
auditor liability. But once an 
audit is subject to a legal 
challenge, anything becomes 
discoverable. As Almond 
points out: ‘There is nothing 
in the extended audit report 
which shouldn’t be in the audit 
file anyway.’

Indeed, the extended 
auditor report is a chance 
for auditors to show off 
their stuff. ‘Audit partners 
will be wary of significant 
change but the other side is 
it opens up opportunities,’ 
Almond says. ‘The debate 

‘The regulators 
are already alive 

to the impact 
on the market if 
auditors were to 

say something 
that could cause a 

run on a bank’

about competition and 
concentration underlines 
there is very little that lets 
firms differentiate themselves. 
There is an opportunity for 
firms to look at the way they 
report in the audit report – 
the final product – and the 
quality insights they give. 
There is an opportunity for 
more to be in the public 
domain which reflects on the 
quality of what they do.’ 

Robert Stenhouse 
FCCA, chair of the ACCA 
Global Forum for Audit and 
Assurance and director of UK 
national accounting and audit 
at Deloitte, agrees, adding 
that he is a huge fan of 
extended auditor reporting. 
‘I encourage ACCA auditors 
around the world to grasp 
this opportunity and use their 
audit reports to showcase 
what fantastic work they do,’ 
he says. 

Through the reports, 
auditors will be seen to 
respond to challenges in a 
way that should resonate 
with stakeholders, Stenhouse 
adds. ‘We need more 
transparency about what 
auditors do and how they 
do it. We should no longer 
live with the pretence that 
everyone knows what a bland 
audit report means.’

Such a major step will 
not be without its problems 
in practice. The IAASB has 
tried to limit the degree of 
specificity in the standard 
to allow practice to develop 
and evolve. Almond says: 
‘Only when you come to write 
some of these things do you 
uncover some of the practical 
challenges from both the 
company perspective and the 
auditor perspective.’
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Too bright a light?
But is there a danger that 
the light being shone by 
the extended audit could 
end up being too bright in 
some circumstances? When 
the economy is benign an 
extended audit report may 
not worry management, 
but when times get tough 
Stenhouse warns that 
‘these audit reports will 
become trickier’. 

If the entity does not 
value external audit, then 
it won’t value an extended 
audit report. ‘However, the 
best boards will know there 
is comfort from, and value in, 
the fact that stakeholders and 
investors get an audit report 
which shows that auditors 
have looked at the right thing, 
know their business, and are 
engaging and challenging 
the entity appropriately,’ 
Stenhouse says. 

There may well be some 
questions raised about 
specific, heavily regulated 
sectors. ‘For systemically 
important sectors such as 
banking, the regulators are 
already alive to the impact 
on the market if auditors 
were to say something 

that could cause a run on a 
bank or provoke some sort 
of economic contagion,’ 
Stenhouse says. ‘As extended 
reporting spreads around 
the world, there needs to 
be appropriate recognition 
that this is a powerful 
communication mechanism.’

Feedback from a pilot 
suggests that auditors were 
confident of being able to 
identify the right key matters. 
‘We see implementation 
bringing both opportunities 
and challenges,’ Hillier says. 
‘The new reports will be as 
new to management, audit 
committees and users as they 
are to auditors – we will all be 
on a learning curve. 

‘The aim is audit reports 
that are insightful and tailored 

to the company. It would be 
a setback if this just becomes 
a boilerplate exercise. That 
said, there will be a certain 
degree of similarity when 
auditors address similar 
facts, circumstances and 
outcomes, both for the same 
company over time and across 
industries. But that, in and of 
itself, provides insight.’ 

The point of extended 
auditor reporting is that 
it will allow auditors to 
enhance audit quality, 
improve transparency and 
alter their engagement with 
stakeholders. Audit, never 
mind the audit report, will 
never be the same again. ■ 

Peter Williams, accountant and 
journalist

▲ Audit’s engine room
The UK’s extended audit 
reporting requirement has 
been widely interpreted, with 
KPMG’s five-page report on 
Rolls-Royce being notable for 
detailing the risks that had the 
greatest effect on the audit, its 
procedures and its findings
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Ahead of the game
ACCA’s 11 global forums are delivering international thought leadership that is helping 
persuade policymakers of the profession’s vision of the future, says Sue Almond

Ethics and professionalism, 
integrated reporting (IR) 
and the skills needed by 
accountants in the future 
were among the issues 
discussed at Think Ahead, 
the third symposium of 
ACCA’s global forum chairs 
and vice chairs, which took 
place in March in London. 

ACCA has 11 global 
forums, with members who 
are experts in a wide range of 
issues relating to business and 
accountancy. The forums help 
ACCA meet its 2020 strategy, 
and shape and influence its 
national and global policies. 
The expert members ensure 
that ACCA is at the forefront of 
a changing business landscape.

Influence
The day began with a lively 
session on success, impact and 
influence, with global forum 
members discussing future 
aspirations for their agendas. 

They shared their views 
on the value of the forums in 
providing thought leadership, 
advocacy and a complete 
picture of business and the 
public sector that enables 
ACCA to comment externally 
with credibility. 

Alan Johnson FCCA, 
chair of the Global Forum for 
Accountants for Business, said: 
‘The work we are undertaking 
on governance with the 
Organisation for Economic 
Cooperation and Development 
is important, and ACCA and 
the global forums are ahead 
of the game, in position to 
influence outcomes that could 
take up to 10 years or more to 
fully adopt.’

This view was echoed by 
Robert Stenhouse FCCA, chair 
of the Global Forum for Audit 
and Assurance, and director 
for national accounting and 
audit at Deloitte. He said: 
‘ACCA’s global forums provide 

evidence, and through this 
are able to demonstrate what 
we think. That carries a huge 
amount of weight externally 
with our many stakeholders.’

Integrated reporting
The key issue of IR was tackled 
in a session chaired by Sarah 
Grey, markets director of 
the International Integrated 
Reporting Council (IIRC). 
Attendees were asked how 
more organisations can meet 
investor needs for higher-
quality information in areas 
they consider key for their 
capital allocation, and how 
IR and the reporting process 
can help to join up and 
implement integrated thinking 
across organisations.

Faris Dean FCCA, chair of 
the Global Forum for Business 
Law, said: ‘Investors are 
demanding more information 
after the dotcom crash and the 
most recent global financial 
crisis. IR could benefit the 
organisation more. There also 
needs to be a cultural shift, 
and accountants have a role to 
play in IR.’ 

All agreed that IR 
brought accountability and 
transparency, but that more 
awareness-raising is necessary. 
Some forum members said 
more advocates are needed to 
explain the benefits of IR.

Ethics
On the issue of ethics and 
professionalism, Ewan Willars, 
ACCA’s director of policy, 
reminded attendees that 
ACCA was proud to offer the 
first accountancy qualification 
with an ethics module. He 
added: ‘Ethics is high on 
the agenda of consumers, 
governments and business. 

Organisations are becoming 
more reliant on non-financial 
data to make decisions. 
Society’s perceptions of what 
is appropriate behaviour, and 
what is ethical, are changing.’ 

Many agreed that the 
profession has a vital role to 
play in an ethical future, but 
thought the challenges arose 
from cultural differences in a 
global business environment. 
All agreed that the 
accountancy profession had 
to maintain and protect its 
ethical stewardship, but that 
expanding its ethical stance 
was even more important.

Future skills
The day ended with forum 
members examining the skills 
and competencies required 
by accountants in the future, 
in a session called ‘Looking 
to 2020’. Members saw the 
issues affecting skills in the 
future as wide-ranging, from 
the influence of technology to 
changing career trajectories. 
The skills seen as important 
were commercial ability, 
analytical and decision-making 
skills, strategic thinking and a 
flair for communication in an 
increasingly digital age.

It was also agreed that 
accountants should be 
leading the debate on ethics, 
governance and management 
of risk. The forums believe 
the world in 2020 will be 
one with more regulation, 
more risk, more integration – 
especially political – and one 
where business knowledge, 
communication and 
engagement skills will matter 
even more. ■

Sue Almond, external affairs 
director, ACCA

▼ A decade down 
the line
Alan Johnson: ‘We are 
in position to influence 
outcomes that could take 
10 years to fully adopt’
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Upcoming events
ACCA Ireland runs an exciting programme of events across the country, featuring  
high-profile speakers and offering networking and CPD opportunities

Athlone

FRS 102 Conference  
for Credit Unions
13 May
09.30-16.30
Practitioners’ Network in 
partnership with CUMA
Denise O’Connell, Grant 
Thornton and Aidan Clifford, 
ACCA Ireland
Hodson Bay Hotel, 
Roscommon Road
7 CPD units

Belfast

FRS 102
7 May
18.00-20.00
Ulster Members’ Network
Robert Kirk, University of Ulster
Venue TBC
2 CPD units

Practitioners  
Conference 2 
13 May
09.30-17.00
Practitioners’ Network in 
partnership with Mercia Group
Phil Frost, Mercia Group
Ramada Plaza, Shaw’s Bridge
7 CPD units

Cork

Practitioners  
Conference 2 
28 May
09.30-17.00
Practitioners’ Network in 
partnership with Mercia Group
Various speakers
Radission Blu, Little Island
7 CPD units

Derry
Practitioners  
Conference 2 
12 May
09.30-17.00
Practitioners’ Network in 

partnership with Mercia Group
Phil Frost, Mercia Group
City Hotel, Queens Quay
7 CPD units

Dublin

Business Breakfast
7 May
07.30-09.00
Business Leaders’ Forum 
Breakfast
Alain Rolland
Conrad Dublin,  
Earlsfort Terrace
1.5 CPD units

Risk Appetite Statement
14 May
18.00-20.00
Financial Services Network
Máiréad Devine,  
Central Bank of Ireland 
The Spencer Hotel, IFSC
2 CPD units

Corporate  
Restructuring and 
Buying/Selling 
a Business – Tax 
Considerations
21 May
09.30-16.30

Corporate sector training in 
partnership with the Irish Tax 
Institute
Various speakers
Radisson Blu Royal,  
Golden Lane
7 CPD units

Practitioners  
Conference 2
23 May
09.15-16.15
Practitioners’ Network
Various speakers
Fitzpatrick Castle, Killiney
7 CPD units

Career Management
26 May
18.15-20.15
Leinster Members’ Network
Various speakers
Hilton Dublin,  
Charlemont Place
2 CPD units

Limerick

Tax Update 2015 and 
Revenue Audits
27 May
18.00-20.00
Munster Members’ Network in 
partnership with the Irish Tax 
Institute
Colm Browne,  
O’Hurley Blair Irwin
Clarion Hotel,  
Steamboat Quay
2 CPD units

Sligo

Revenue Audit/Tax 
Update
6 May 
18.00-20.00
Connaught Members’  
Network
Liam Kenny and Jane Quirke, 
Grant Thornton
The Glasshouse, Swan Point
2 CPD units ■

▼Making a point
Revenue audit and tax 
update event at The 
Glasshouse in Sligo
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► Eminently 
suitable
ACCA was the 
first professional 
accountancy body 
to admit women 
members

Inside ACCA

64 Events Networking 
and CPD opportunities 
in our programme 
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Impact, integrated 
reporting, influence, 
ethics and other hot 
professional topics

24 President Digital 
natives, rejoice! 
AB embraces the future

Happy 110th, AB!
This year we celebrate 110 years of ACCA’s member magazine, 
which has always reflected the spirit of the age, whatever its name

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

In 1905, ACCA launched a 
journal called the Circular, a 
modest, one-page affair. Its 
profile was raised, its content 
expanded, and its name 
changed regularly over the 
succeeding years.

The Circular became The 
Accountants’ Circular in 1908, 
The Certified Accountants’ 
Journal in 1909, The 
Accountants’ Journal in 1947, 
The Certified Accountants’ 
Journal in 1966, Certified 
Accountant in 1981 and 
Accounting and Business in 
1998. The last name change 
reflects the centrality of 
accountancy in commerce 
and remains relevant to our 
members’ interests today.

By 1926, ACCA’s journal 
had a circulation of 5,000. It 
rose to 36,000 by the end of 
the 1960s and 108,000 by 2004, 
and stands at 170,000 today.

A browse through the back 
issues in ACCA’s reading room 
revealed some interesting 
content. In 1912, for example, 
it was proclaimed: ‘Although 
many women might make 
excellent bookkeepers, there 
is much in accountancy proper 
that is altogether unsuitable 
for them and [we should] not 
say anything which might 

tend to encourage women to 
embark upon the accountancy 
profession. Accountants’ work 
does not sound romantic 
enough for the average girl, 
who likes something more 
sentimental and thinks figures 
dry and uninteresting.’ 

Undermining this view 
was the fact that ACCA had 
already admitted its first 
female member, Ethel Ayres 
Purdie, in 1909. 

Indeed, ACCA was a 
pioneer of sexual equality. 
Not only was it the first 
accountancy body to admit 
female members, it started 
doing so 19 years before the 
vote in the UK was extended 
to all women over the age 

of 21 – the same suffrage as 
for men. 

Other highlights from 
the journal in the same year 
include an article on the 
importance of having a really 
good pen, ‘which will do its 
work without one having to 
think about it’; an article about 
whether auditors should insure 
themselves against themselves 
(conclusion: ‘…dead against 
this form of insurance as 
tending to lower the morale of 
the profession’ – although the 
article does go on to endorse 
a Lloyd’s indemnity policy); 
and an update on a court 
decision in a case of motorist 
versus farmer in which it was 
decided that sheep going 
along the highway at night 
need not carry a light.

It seems fitting to mark our 
110th anniversary by launching 
multiple digital formats of the 
magazine (see pages 9 and 
24). We may have come some 
way in our thinking, coverage 
and delivery channels, but the 
magazine’s obligation to its 
readers remains the same: to 
offer impactful and compelling 

coverage of key business 
issues affecting finance 
professionals. 
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CPD
 
Get verifiable CPD units by 
reading technical articles

The magazine for finance professionals
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Ability to adapt 
Should the EU have a single model for corporate governance?

Accountants as leaders 
Can accountants become effective leaders and entrepreneurs?

Right on target 
Managing director Siobhán Talbot 
continues to outperform at Glanbia

Women on top
Irish female leaders in business explore 
diversity management

www.accaglobal.com/abcpd
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