
CPD
Get verifiable CPD units by 
reading technical articles

The magazine for fi nance professionals
ABIE Accounting and Business

Think AheadThink Ahead

Dirty secrets
Money laundering feels the political heat

Ball pits before bonuses
The changing face of incentivisation 

Sustainability Hammering out a new Kyoto Protocol
Living wage The business case

Budget 2016 Austerity loosens its hold
Future of audit The sector must evolve or die

IE 11/2015

IE.A
B

   A
ccou

n
tin

g an
d

 B
u

sin
ess 11/2015

Star hunter
Ruth Curran, managing partner of 
executive search fi rm MERC Partners

Hack to the future
Cybercrime is on the rise and businesses 
need to build strategies to counter it

IE_A_cover.indd   1 13/10/2015   16:44

ww.accaglobal.com


IE_cover02-Nov15.indd   1 13/10/2015   11:50

www.caseware.co.uk/demo


Welcome

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

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

Also from ACCA

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

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

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

Member benefits
To learn more about the 
benefits of ACCA membership, 
visit www.accaglobal.com/
memberbenefi ts 

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

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 178,000 
members and 455,000 students 
throughout their careers, providing 
services through a network of 95 
offi ces and active centres.  
www.accaglobal.com 

Channels and media

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

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

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

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

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

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

Webinars
On a raft of topical issues

Leading from the front

Many of us spend almost 
as many hours in the offi ce 
as we do at home, so getting 
that work/life balance 
right is important, and a 

key element is having a working environment that feels 
supportive and responsive.

In this month’s Accounting and Business, we take a look at 
the ways in which companies such as Google go out of their way 
to design motivational workplaces that are not only attractive to 
spend time in, but also encourage new ideas to fl ourish. If you 
want to see how some of the tips they use might translate into 
your company or practice, take a look at page 28. 

Ensuring working practices enable everyone to be as effi cient 
as possible is one challenge. Of course, a lot of this depends on 
the tone from the top, and in our focus interview on page 12 we 
hear from Ruth Curran FCCA, managing partner of executive 
search specialist MERC Partners, about how to nurture and 
develop future leaders.

Leadership usually calls for data, and lots of it, on which to 
base decisions. Keeping that data secure is becoming another 

growing challenge for many companies, and our cyber security 
feature on page 24 examines the costs and risks involved and 
provides some tips on keeping safe.

As fi nance professionals know only too well, data theft can 
result in substantial fi nancial loss, but organised crime involving 
hard cash remains an issue as well. Criminal gangs are increasingly 
employing innovative ways of laundering ‘dirty’ money, and our 
feature on page 16 emphasises the need for accountants to keep 
a wary eye out for clients with unexplained sources of wealth or 
assets that seem out of keeping with declared income. 

Ethics, fi ghting fraud and becoming a successful fi nancial 
professional are all themes that will be explored in depth 
at ACCA’s annual virtual global conference. There’s more 
information about Accounting for the Future on page 10, 
and via www.accaglobal.com/accountingforthefuture. And 
don’t forget, you can join the 10,000-plus members who have 
already downloaded our apps offering a range of additional 
video and audio content. For more details, visit our hub 
at www.accaglobal.com/ab.

Pat Sweet, Ireland editor, pat.sweet@accaglobal.com
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▲ Testing times
Volkswagen Ireland 
has launched a website 
where vehicle owners 
can check if their cars are 
affected by the recent 
emissions test scandal.
www.campaigncheck.ie

▲ Inspiring minds 
Accenture will invest 
more than €25m in 
a research centre in 
Dublin – the Centre 
for Innovation – that 
will incubate and pilot 
technologies and 
solutions for its clients

► Passport cards
Charlie Flanagan TD 
has announced that 
applications for the new 
passport card, which 
will allow citizens with 
a valid Irish passport to 
travel within the EU, are 
now accepted online

▼ Emerald isle
Cape Clear is set to become 
the first offshore community 
in the country to develop a 
whiskey distillery. The island, 
off County Cork, hopes to start 
construction on the €7m facility 
and visitor centre next year
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▼ Home and away
Henry Ford’s ancestral 
home – a stone cottage 
in Ballinascarthy thought 
to date from the 1700s 
– opens to visitors 
following a three-year, 
€20,000 renovation

▼ Visitor numbers
Almost two million 
people visited Titanic 
Belfast in the past three 
years. A Deloitte study 
estimates that the 
resulting tourism spend 
was more than £105m

▼ On the move
The Belfast Telegraph 
is selling its listed city 
centre building to a 
developer. Famous 
for its iconic clock, the 
building has been its 
home for 145 years
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News roundup
This issue’s stories and infographics from Ireland and Northern Ireland, as well as a 
look at the latest developments affecting the fi nance profession around the world 

Watters named
David Watters, managing 
partner of RSM McClure 
Watters, has been named 
by loyalist blogger Jamie 
Bryson, who was giving 
evidence in a hearing 
of the Northern Ireland 
Assembly’s Public Accounts 
Committee, as being one 
of the intended recipients 
of £7m of ‘fi xers’ fees’ paid 
in relation to the sale of 

Project Eagle. In a statement, 
the fi rm said: ‘Neither RSM 
McClure Watters, nor any 
partner in the fi rm, has had 
any involvement whatsoever 
in the sale of the NAMA NI 
property portfolio to Cerberus 
in 2014.’

Tax debt falls by 9%
Gross tax debt fell by 9% 
in the past two years, to 
just over €2bn at the end of 

March, the annual comptroller 
and auditor general’s 
report reveals. At that time, 
€687m was owed in income 
tax – an almost identical 
fi gure to the year before. 
The next highest outstanding 
fi gure was for uncollected 
VAT, at €551m. Capital 
gains tax of €167m was due, 
€156m of corporation tax, 
and €153m of PRSI, and 
€151m of PAYE.

€60bn cost of bail-out
Bailing-out the Irish banks cost 
the state €60bn, according to 
the comptroller and auditor 
general’s report. Recapitalising 
the banks cost €66.8bn, with an 
additional €8.7bn being paid in 
debt servicing costs. The costs 
were partially offset by €5.3bn 
received from disposals and 
Central Bank income of €15.7bn 
related to the bail-out. At the 
end of last year, the National 

Accounting for the Future
Register now for ACCA’s annual virtual global conference and explore how your 
working life and profession will change over the next fi ve years

Speakers include:

Nick Fry (above, left), former CEO, Mercedes 
AMG Petronas Formula One Team | Japheth 
Katto FCCA, former CEO, Uganda Capital 
Markets Authority | Steve Brown FCCA, managing 
director, England Rugby 2015 | Paul Druckman, 
CEO, International Integrated Reporting Council

Issues include:

* Ethics in fi nance, featuring 
the IMF’s Christine Lagarde

* Accountants and the fi ght 
against fraud

* Public sector success 
in Africa

* How to be a successful 
fi nancial professional 
in 2020

* Future business models 
for accountancy practices

* Budgeting, forecasting, 
planning and performance

* Plus: audit, tax, shared 
services, change 
management and 
much more.

Find out 
more and 
register at: 

www.accaglobal.
com/accountingfor 
thefuture
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Asset Management Agency 
(NAMA) reported accumulated 
losses of €126m, but expects to 
report a surplus of about €1bn 
by the time it is wound up.

2008 bank audits 
‘satisfactory’
Audits of Irish banks prior to 
sector’s crisis in 2008 were 
of satisfactory standard, with 
the audits complying with 
international audit standards, 
according to a review 
conducted by the Chartered 
Accountants Regulatory Board. 
But the board concluded 
that the relevant international 
standards ‘were found 
wanting’. It added that the 
fi rms needed to improve audits 
‘to clearly demonstrate the 
challenges and scepticism 
applied in reaching their 
conclusions’. EY conducted the 
audits of Anglo-Irish Bank and 
EBS, PwC conducted the 
audit of the Bank of Ireland, 
while KPMG had audited AIB, 
Irish Life and Permanent, Irish 
Nationwide and Postbank.

IBRC’s €150m tax 
demand
The Irish Bank Resolution 
Corporation has received a tax 
demand for €150m, relating 
to tax due from the former 
Anglo Irish Bank. The demand 
has been levied for tax due on 
pay and bonuses to the former 
bank’s senior executives. It is 
likely that the demand will be 
challenged by IBRC’s special 

liquidators, Kieran Wallace and 
Eamonn Richardson of KPMG. 
Their offi ce did not respond to 
a request for comment.

Al-Qaeda Irish 
accounts seized
Bank accounts believed to 
be associated with Al-Qaeda 
containing more than €1m 
have been frozen in Ireland, 
fi nance minister Michael 
Noonan has told the Dáil. In 
addition, €1.4m in accounts 
whose owners are in Libya 
have been frozen, as is €1m in 
accounts connected to Iran.

Tax avoidance 
‘morally wrong’
Irish people are 
overwhelmingly opposed 
to tax avoidance by 
multinationals, according 
to a survey conducted by 
the Christian Aid charity. 
Avoidance mechanisms that 
are legal are nevertheless held 
to be morally wrong by 70% 
of those who were surveyed. 
More than three-quarters of 
those asked supported more 
comprehensive reporting by 
multinationals. Christian Aid is 
using the results of the survey 
to step up its campaign for 
country-by-country reporting.

‘No strengthening 
of tax rules’
Finance minister Michael 
Noonan has warned the 
European Commission not 
to strengthen the tax rules 

agreed by the Organisation for 
Economic Co-operation and 
Development (OECD) as part 
of the Base Erosion and Profi t 
Sharing (BEPS) Action Plan. 
‘We would be very interested 
in ensuring that what has been 
decided at the OECD is the 
policy, and that there aren’t 
any bells and whistles that 
will work against our interest 
added on by the Commission,’ 
said Noonan.

NIAO slams Northern 
Ireland Events Company
Serious governance failures 
led to a loss of £1.5m at the 
Northern Ireland Events 
Company, an investigation by 
the Northern Ireland Audit 
Offi ce (NIAO) has concluded. 

The chief executive and 
accounting offi cer Janice 
McAleese had covered-up 
escalating fi nancial losses, 
fabricating documents to her 
board and the sponsoring 
government department. 
She poorly handled confl icts 
of interest, said the report. 
‘I am not aware of any other 
accounting offi cer failing so 
comprehensively to uphold the 
Nolan principles of conduct 
in public life,’ said Kieran 
Donnelly, the comptroller and 
auditor general, in his report 
published on 29 September.

‘Top rate tax 
deterring talent’
The Irish Tax Institute has 
warned that Ireland’s top » 

ACCA’s new deputy president appointed

Brian McEnery took up his position as the new deputy 
president for ACCA in September.  A partner in BDO 

Ireland and a specialist in 
corporate restructuring 
and healthcare consulting, 
McEnery is a non-executive 
director of the National 
Asset Management Agency 
(NAMA) and non-executive 
chairman of Ireland’s health 
and social care regulator, 
the Health Information & 
Quality Authority (HIQA).  
Read McEnery’s profi le 
in the October issue of 
Accounting and Business, 
page 12.
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rate of income tax may deter 
foreign direct investment. 
Its president Mary Honohan 
said: ‘New research from the 
Irish Tax Institute shows that 
Irish taxpayers on incomes of 

€75,000 pay more personal tax 
than in Sweden.’ She added 
that the personal tax burden 
on higher income earners 
in Ireland is the highest 
of competitor countries, 

including the UK and Germany. 
Honohan warned: ‘The 
higher earners are the mobile 
executives and decision 
makers whose preference and 
choice of country infl uences 
where investments and jobs 
are located.’

Deloitte’s Galway office
Deloitte is expanding its 
operations in Ireland by 
opening an offi ce in Galway, 
creating 30 jobs. The offi ce 
will be led by Gerard Casey, 
audit and advisory partner, 
and Dan O’Donovan, tax 
partner. Deloitte now operates 
from fi ve locations in Ireland. 
Managing partner Brendan 
Jennings said: ‘The city is a 
global centre of activity for 
medical technologies and 
ICT companies.’

EY is LGBT employer 
of the year
EY has been named Employer 
of the Year in the LGBT 
(lesbian, gay, bisexual, and 
transgender) Workplace 
Equality Index Awards. The 
fi rm also won leadership 
awards for ‘Ally of the Year’, 
‘Inclusion Champion of the 
Year’ and ‘Employee Network 
of the Year’. Catherine 
Vaughan, EY’s global 
compliance leader, responded: 
‘Being recognised as Employer 
of the Year and receiving three 
leadership awards is a real 
achievement. Equality in the 
workplace is something that 
everyone should value and 
strive for.’

 
Corruption risk rising
There has been a sharp 
increase in the number of 
businesses feeling highly 
challenged by anti-bribery 
and corruption compliance 
obligations, according to a 
survey conducted in Ireland 
by KPMG. The number of 
companies feeling challenged 
has risen by more than half 
in the last fi ve years. Deirdre 
Carwood, KPMG director, 
said: ‘Ireland is globalising 

How do you feel about the economic 
perspective of your family business for 
the next 12 months?

Confident

Neutral

Negative
Dec 2013 Jun 2014 Dec 2014 Sep 2015

5%
8%8%

12%

34%

54%

71% 70%
75%

21%
25%

17%

Source: European Family Business Barometer, Fourth 
Edition, KPMG International 2015

Sense of optimism

A new survey by KPMG has found that Irish family 
businesses are signifi cantly more confi dent than their 
European counterparts about the economic outlook for 
their businesses for the next six months. 

Two thirds (65%) reported experiencing no diffi culty 
in fi nding funding during the past six months, while 69% 
expect to take on more staff in the next 12 months.

Comparison of Irish and European family 
businesses in previous six months

Turnover 
increase

Staff 
numbers
increase

Activities 
abroad
increase

65%

45%

73%

67%

73%

57%

Irish family businesses Europeans

rapidly and starting to rely 
more heavily on third parties 
than ever before, and often in 
areas where there is a high risk 
of corruption.’

 
Air travel tax 
investigated by EC
Ireland’s exemption of transfer 
and transit passengers from 
the discontinued air travel tax 
is being investigated by the 
European Commission for a 
possible breach of state aid 
rules. This follows a judgment 
by the General Court of 
the European Union that 
annulled a previous fi nding 
by the Commission that such 
exemption did not amount 
to state aid. The court held 
that the Commission should 
have conducted a formal 
investigation into the issue. Air 
travel tax was introduced in 
Ireland in 2009, but ended in 
April last year.

 
Corporate 
insolvencies fall
There has been a 21% fall 
in the number of corporate 
insolvencies in the fi rst three 
quarters of this year compared 
to 2014, according to fi gures 
compiled by Deloitte. 
There were 217 corporate 
insolvencies in the third 
quarter of this year and 742 in 
the fi rst three quarters.

SAS expands 
Global business analyst SAS 
is expanding its operations 
in Ireland with the opening 
of a new contact centre in 
Dublin, which will employ 150 
people. Carl Farrell, executive 
vice president and chief 
revenue offi cer of SAS, said: 
‘We are now experiencing a 
“democratisation of analytics”, 
where more and more 
organisations – including SMEs 
– are investing in analytical 
software and services that 
don’t require a signifi cant up-
front investment.’ ■

Compiled by Paul Gosling, 
journalist

10

Accounting and Business 11/2015

News | Roundup

IE_A_Newsroundup.indd   10 14/10/2015   17:06



AB UK ads_Nov15.indd   12 12/10/2015   11:25

www.accaglobal.com/my-cpd


‘We are the 
intersection of 
powerful silent 

data and are 
trusted advisers 

to our clients’

12 Focus | Interview

Accounting and Business 11/2015

IE_F_Curran.indd   12 14/10/2015   17:06



CV

Search for success
As she takes on the global role of chair of IIC Partners, one of the world’s largest 
executive search networks, Ruth Curran FCCA explains how she got to the top 

globalisation. ‘Companies are seeking high-calibre business 
professionals who are technologically adept, globally aware, 
operationally fleet of foot and, from time to time, open to global 
relocation or, at least, to spending some time overseas.’ 

Positive picture
For candidates who can deliver on that, she adds that the picture 
is an increasingly positive one. ‘Executive remuneration in certain 
sectors has risen dramatically over the last few years, and hiring 
clients recognise a need to offer a material increase on salaries in 
order for the opportunity to be attractive.’ 

In addition to expecting flexibility from candidates, a further 
trend is companies being open to building flexibility into their 
remuneration packages. ‘This can take the form of flexible 
working hours, mentoring services, performance-based packages 
and improved long-term incentives.’

At the core of this is the recognition that the ability to retain 
and engage talent is of paramount importance, and businesses 
generally ‘need to think about how they will continue to stay 
ahead of hiring companies in defining innovative means to 
motivate talent and build loyalty’. While she sees evidence that 
this is recognised at higher executive levels, Curran also cautions 
that ‘talent development needs to be nurtured at a much earlier 
stage than is currently the case in most organisations’. 

The internet has been a disrupter of many business 
models, and with LinkedIn one of the world’s most 
recognised websites, its impact on C-level executive recruitment 
is an interesting one to consider. Curran sees LinkedIn and its 
peers as forming part of an overall change in how candidates are 
engaging with opportunities. ‘One thing we would certainly »  

It is a truth universally acknowledged that every 
organisation must be in search of a leader at some point. 
What is usually far less clear is where this leader will 

come from. It’s one of the perennial challenges of executive 
search and one that executive search firm MERC Partners 
has dedicated some 35 years to resolving. Far from being 
a one-off issue, emerging when a chief or C-level position 
becomes vacant, the quest for leadership is an enduring one, 
if not the single biggest talent issue facing businesses around 
the world today, according to Ruth Curran FCCA, managing 
partner of MERC Partners. ‘In a recent global survey we 
conducted, leadership was rated by 42% of respondents as 
the skill most lacking in organisations,’ she says. 

Curran will shortly get a bird’s-eye view of that global 
challenge when she takes up the position of global chair of 
IIC Partners, a network of independently owned and managed 
member firms which collectively form one of the world’s top 10 
executive search organisations. MERC Partners’ relationship with 
IIC Partners stretches back some 12 years, reflecting not only the 
Irish firm’s leadership position in executive search internationally 
in Ireland but the increasing significance of the country as the 
location of choice for many global brands. 

The role of chair follows Curran’s election as vice chair in 2013 
and makes her the youngest person to hold the position to date. 
She says she relishes the opportunity for a number of reasons. ‘I 
see it as an honour and my vision over the next three years will 
be to elevate the IIC Partners brand internationally,’ she says. 

Curran joined MERC Partners as a junior consultant in 1999, 
having spent a number of years in industry finance roles. 

‘MERC was the first management consultancy company in the 
world to have achieved a quality mark accreditation and it had a 
stellar reputation in the industry in terms of integrity,’ she says. 
‘I felt I was joining a very impressive company where a partner’s 
word was their bond.’ She would quickly see that her background 
in finance could open up valuable conversations with CFOs 
and CEOs in the financial sphere, enabling her to ‘carve out 
a niche for myself very quickly as a result. I got entrusted with 
responsibilities by the partners from an early stage.’

A decade-and-a-half later, and in the wake of economic highs 
and lows, Curran says that the profession of executive search has 
changed, largely in tandem with the growth of globalisation. ‘We 
now operate more on an international scale and that means we 
will source, search for, identify and place talent not only locally 
but globally too,’ she says. 

As to what is changing in terms of client expectations, Curran 
says that this, too, needs to be understood in the context of 

2013
Elected vice chair of board of IIC 
Partners, becomes global chair in 2015  

1999
Joins MERC Partners, becoming 
managing partner in 2014

1997
Becomes a member of ACCA

1993
Graduates with BComm from University College, Galway
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ethical working partnerships has led it 
to hold ‘a significant repeat business 
rate at over 70%. We’ve achieved that 
over the years by being aligned with 
the client organisation, throughout 
every step of the search process.’ 

The recruitment of executive talent 
also provides a privileged window into 
the Irish economy and, while senior 

opportunities are certainly growing, Curran sees a number of 
ongoing challenges to bringing executive talent into Ireland. ‘I 
think the government does need to think more about how we 
can better attract global talent at this level. You see, in some 
countries, a tax rate of, say, 30% for the first five-to-eight years 
of an executive’s placement and you would have to ask why we 
can’t do something along those lines here. We also need more 
international schools and there should be a focus on developing 
Ireland as a centre of excellence in international education if we 
are to attract top executives here.’

Tapping into the Irish diaspora is also central to the global 
recruitment process. ‘It can sometimes be a better opportunity, 
given the factors that may deter international executives from 
coming to Ireland for the first time,’ she says. ‘It is very rewarding 
to facilitate someone with an interest in returning home.’ 

see is that the traditional job advertisement doesn’t appear to 
be as effective as it once was, so there is certainly a value in 
developing creative campaigns, perhaps using social media 
channels, to drive talent to an organisation. From our own direct 
experience, LinkedIn has a credible role to play in validating and 
supporting our research efforts, particularly internationally. It can 
also assist us in mapping the structure of an organisation, which 
may be helpful. However, we don’t see it a disruptor in the area 
of C-level appointments, rather as a facilitator.’

Curran adds that, in at least one respect, the virtual world 
has a long way to go before it can compete with the traditional 
executive recruitment process: ‘The role that silent data plays at 
C-level can’t be underestimated. As an organisation in operation 
for 35 years, we are in the privileged position of working with 
executives through significant career moves as well as with 
organisations through their multiple incarnations. This allows 
us to pre-empt needs in some cases. It’s only by forging close 
associations and relationships, on a personal level, that you can 
really understand organisational and candidate needs and help 
define the next set of requirements.’ 

In addition to the internet, another challenge to emerge in 
recent years is the development of an 
in-house recruiting capability among 
larger corporations. Again, Curran 
feels these functions are augmenting 
rather than supplanting the external 
consultant’s role. ‘In-house teams will 
undoubtedly become more effective 
as additional resources and network 
support is at their disposal and we 
certainly wish them well. However, 
on several occasions in recent times, 
we have been engaged by major 
businesses when their own search 
had become derailed or their ability 
to execute the search as planned has 
become unstuck.’ 

‘Direct and honest’
Drawn to MERC because of its visible 
commitment to high standards, Curran has always seen it as 
important to live that ethos in her approach to her work. ‘We are 
the intersection of powerful silent data and are trusted advisers 
to our clients and candidates alike. There are two elements to 
that: one is to be direct and honest with people, and the other is 
keeping their confidence. We represent clients going out to the 
market but, ethically, we always want to be sure we understand 
what we are doing. When we are telling a story to a candidate, 
it has to be a truthful story. We pride ourselves on operating by 
these core principles. If we felt a potential client opportunity was 
at odds with those values, we would discuss and deliberate the 
concern. More often than not, we would not proceed.’

MERC also operates an effective ‘off-limits’ policy, where it will 
decline to source talent in a client organisation for one year after 
the completion of an assignment. Its commitment to developing 

‘By forging close 
associations and 

relationships 
you can really 

understand 
organisational 
and candidate 

needs’
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Basics

Tips

her next key roles. ‘He had built up an impressive private media 
empire and a wealth management division was set up in the 
IFSC. I came in as a treasury accountant, but soon got involved 
in every aspect of the business. I had a wonderful managing 
director who threw responsibility at me.’

As an executive search consultant, membership of ACCA 
continues to underpin Curran’s career success. ‘ACCA has given 
me the confidence that a professional qualification should give 
you,’ she says. ‘It has made me financially literate and if you are 
financially literate you can sit at any table.’

As she balances her day-to-day work with her new role, 
Curran says she will continue to be guided by a simple but 
powerful principle. ‘There’s a business book called Give and 
Take by Adam Grant. It sums up the philosophy I’ve always had, 
and that I think a lot of interesting people have, that you should 
always give more than you take. Success is not just about “what’s 
in it for me”. Many people have been very helpful to me over the 
years and I hope I will continue to learn from their example.’ ■

Donal Nugent, journalist

Educational pathway
Curran’s relationship with ACCA can be traced back to her 
grandfather, Paddy Canavan, whose educational pathway she 
would mirror, albeit in different circumstances. 

‘My grandfather was a commandant in the Irish army until a 
government decision in the late 1940s saw the military downsized 
and him out of a job. An unlikely entrepreneur, he, along with 
others, founded the Galway Milk Company while studying for 
ACCA at night. He built an accounting practice from nothing 
and became involved in every aspect of life in Galway, including 
secretary of the Galway Race Committee for many years. He 
was definitely inspirational for me. I admire anyone who is gritty, 
resilient and refuses to give up!’

Having completed her BComm in Galway, Curran also studied 
ACCA by night and began working with a small firm that she 
recalls as ‘punching above its weight in Ireland. The managing 
partner in charge put a huge emphasis on customer service, and 
that was very influential on me in my early years. I am delighted to 
say that a company that he is involved in now is a client of ours.’

The opportunity for a change of pace came as the 
International Financial Services Centre (IFSC) roared to life in 
Dublin in the 1990s, bringing a host of new opportunities to 
young finance professionals. It was through the unlikely avenue 
of the Australian media mogul Kerry Packer that Curran secured 

* ‘Talent development needs to 
be nurtured at a much earlier 
stage than is currently the case in 
most organisations.’

* ‘You should always give more 
than you take; success is not just 
about “what’s in it for me”.’

* ‘You have to be good at developing relationships 
throughout your working career.’

2004
Becomes Irish member firm, IIC Partners

1992
Becomes the first management 
consulting firm in the world to be 
accredited the quality mark ISO 9002

1981
Becomes member of the Association of Executive Search 
Consultants (AESC)

1980
MERC Partners founded by Bill Hennessy and Tom Horgan

For more information:

Adam Grant’s Give and Take website is at bit.ly/GrantGnT
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Whiter than white
Accountants need to be more on their guard than ever against possible money 
laundering by criminal gangs, often with paramilitary connections

leading the investigation into the 
murder of former IRA member Kevin 
McGuigan. ‘One of our major lines 
of enquiry is that members of the 
Provisional IRA were involved in this 
murder,’ Geddes said. The pretence 
that the IRA had gone away suddenly 
became unsustainable. 

No one should be surprised that 
paramilitary groups still operate – 
though mostly for criminal financial 
gain rather than political objectives. 
The Real IRA – which carried out the 
1998 Omagh bombing, exacting the 
highest death toll of any Troubles event 
– is widely reported to be engaged in 
extorting money from drugs dealers 

It’s official – if you’ll excuse the 
expression – the Provisional IRA 
is still ‘in business’. And that 

business is a valuable one, with an 
asset base valued at €200m in 2008 
(just before the crash), according 
to Ed Moloney, author of A Secret 
History of the IRA.

For years, the organised crime 
activities of the paramilitaries have 
been an elephant in the room – 
informally recognised, but seldom 
spoken about. Things changed 
dramatically a few months ago with 
a single statement from the Police 
Service of Northern Ireland. Detective 
superintendent Kevin Geddes is 

Money laundering 
would not 

be possible 
without the help 

of solicitors, 
estate agents 

and, especially, 
accountants

▲ Crackdown
The Kevin McGuigan 
murder investigation 
has sent the issue of 
paramilitary crime rocketing 
up the political agenda
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in Dublin and supplying cocaine and heroin in the city. It is 
estimated, by Forbes magazine, to have an asset base of €44m. 
It is only 11 years ago that the Provisional IRA was blamed for the 
biggest bank robbery in UK history, when £26.5m was stolen from 
the Northern Bank branch on Donegall Square in Belfast (see 
box, next page). 

On both sides of the border, fuel laundering has been 
a serious problem for years, with paramilitaries operating 
plants that extract the dye from red diesel, which is cheaper 
and intended only for off-road agricultural use, so that it can 
be illegally retailed. The ‘factories’ have been destroyed not 
only in the border counties, but also as far away as Dublin and 
Waterford. A battle for control of the laundered diesel supply 
chain may have led to murders in Belfast and Armagh.

At the beginning of this year, the British-Irish Parliamentary 
Assembly reported on the scale of the problem using figures 
compiled for it by Grant Thornton. It estimated that the Revenue 
in Ireland has lost €140m to €260m in tax revenues each year 
from fuel laundering, while the UK’s HMRC forfeited £80m in the 
2012/13 tax year. The current state of the fuel laundering market 
is unclear, with a new marker added to diesel in the summer that 
is more difficult to remove. For the gangs, the trade generates 
annual revenues thought to be in the region of €1bn.

The buttleggers
Tobacco smuggling – also controlled to a large extent by 
paramilitaries – is almost as much a drain on the two jurisdictions’ 
tax revenues as fuel laundering is. The Revenue lost between 
€240m and €575m in 2013, according to Grant Thornton, and the 
Irish government believes that more than 10% of all cigarettes 
sold in Ireland are either smuggled or counterfeit.

Much of the crossborder smuggling is associated with 
Republicanism, including active dissident groups that are (in part) 
raising funds for continuing violent campaigns as well as former 
Provisionals, who use the old cell structures for criminal ends. 
The criminality extends to loyalist paramilitaries, particularly in 
Belfast and Antrim, who may run protection rackets and control 
drug sales, prostitution and people trafficking.

The issue of paramilitary crime has suddenly risen up the 
political agenda as a result of the McGuigan murder. Former 
justice minister Michael McDowell responded in the Irish Times: 
‘Nobody has yet been implicated in the control or disposal of 
the Provo accumulated war chest of hundreds of millions of 
euro and pounds,’ adding this is ‘a challenge made no easier by 
the involvement of not a few household names as fronts for the 
laundering of those monies’.

Sinn Féin says it is as fed up with paramilitary crime as anyone 
else and agreed that the UK’s National Crime Agency could 
extend its operations to Northern Ireland, where paramilitary 
crime is one of its priorities. Martin McGuinness, the North’s 
deputy first minister, has urged anyone with knowledge of such 
activity to report it to the police. 

‘It is difficult to tell how extensive the problem is, but it is 
fair to assume that there is active paramilitary involvement 
in money laundering taking place,’ says Anthony Harbinson, 
Northern Ireland’s director of safer communities and former 
ACCA president. ‘The political crisis that followed the police 
assessment that IRA members were involved in recent 
murders has led to a number of actions. This has included the 
announcement, by the secretary of state for Northern Ireland, 
that the UK government has commissioned an independent 
assessment of paramilitary groups. The chief constable has also 
recently stated that there are about a dozen or so paramilitary 
groups in operation here and approximately 150 organised 
crime groups.’ 

Professional accomplices
None of the criminal activities by paramilitary groups would be 
possible without the help of professionals – solicitors, estate 
agents and, especially, accountants. Harbinson’s advice is 
clear: ‘Any accountant with any suspicions about a current or 
prospective client should report these to the relevant authorities, 
full stop. That is what the law requires and all accountants should 
be aware of their responsibilities. The department, in conjunction 
with colleagues in the Organised Crime Taskforce, is involved in 
arranging and contributing to conferences and training days »  
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‘Paramilitaries tend to use accountants who they know are 
sympathetic to their cause and are therefore unlikely to report 
their activities. The accountants chosen are also unlikely to be 
members of ACCA, but if they are members of ACCA their days 
as a member would be numbered.’

A wealthy person in Ireland who cannot explain the source 
of their wealth can be given an ‘unexplained money order’ and 
those assets seized. Proposals for similar legislation in Northern 
Ireland and the rest of the UK are under consideration, potentially 
removing the requirement to prove specific criminal activity for 
civil recovery of property. Paramilitary gangs will accordingly 
be in need of more assistance than ever to protect their illegal 
earnings. Accountants need to step up their vigilance. ■

Paul Gosling, journalist

by and for the financial sector regarding various types of 
criminality which they may encounter.’

Aidan Clifford, ACCA’s advisory services manager in Ireland, 
urges accountants to consider carefully how their clients 
obtained their assets and to take steps to avoid breaching 
money laundering regulations. ‘I spend a lot of time dealing with 
money laundering as part of my job,’ he explains. ‘There are 
lots of examples of crime around the border – fuel smuggling, 
tobacco smuggling, etc. Money laundering, of course, is taking 
these funds and putting them into the white economy. 

‘There is no point having millions in illegal cash if you 
can’t benefit from it. Buying trophy assets to consume or use 
yourself is the main method of laundering modest-sized criminal 
proceeds – cars, foreign holidays and conspicuous spending. 
Other criminals will lend money to “legitimate” businesses, or 
invest it in them by taking shareholdings.’ 

There is also a risk that institutions with lax controls could be 
used to launder funds. Western Union was fined earlier this year 
for weak identification controls, and credit unions were criticised 
by the Central Bank in May for weak money laundering controls – 
though deposits are limited to €100,000. 

Clifford adds: ‘Some criminals will use cash to build massive 
houses or buy other properties or assets in cash. They might 
carry the cash to a jurisdiction where they can buy foreign 
property in cash or lodge it in a bank and not get reported. 
Sometimes an account will be opened offshore, with an ATM 
card used to make withdrawals in Ireland. Another option is to 
“smurf” the cash, laundering it through a network of associates, 
drip-feeding it into bank accounts.

‘There are several other routes to launder proceeds of crime. 
Some criminals import cars and other vehicles and sell these for 
“clean cheques”. Financial organisations may unwittingly assist 
with laundering: insurers may sell a single-premium life assurance 
policy, which is then cancelled and the premium refunded 
through a clean cheque. The cash might even be lodged with 
an accountant or solicitor, placed in a client account and then 
refunded by cheque.’

This point was underlined in a report published a few years 
ago by the US State Department: ‘While money laundering 
occurs via credit institutions such as banks, money has also been 
laundered through schemes involving remittance companies, 
solicitors, accountants and second-hand car dealerships.’

The dangers
Clifford admits there are physical dangers for accountants, some 
of whom will be approached by paramilitaries. It is not always 
easy to say no. ‘It is very difficult to confirm to an accountant 
that they must still report the suspicion, even where they or 
their family are in jeopardy,’ he says. ‘Their “error” was made in 
implementing lax client acceptance procedures in the first place. 
The Garda has said that all reports are in confidence, and the 
name of the person making the report will not be disclosed to 
the criminal or the paramilitary, and the suspicious transaction 
report is made to the central AML division in Harcourt Street in 
Dublin and not a local Garda station. 

The heist and the packet of Daz

Don Bullman was convicted of IRA membership in 2007 
and sentenced to four years in jail. Following a tip-off that 
he had some of the ‘laundered’ proceeds of the Provisional 
IRA’s £26.5m Northern Bank robbery in Belfast in 2004, the 
chef had been stopped at Heuston railway station in Dublin 
in 2005 and found with €94,000 hidden in a Daz washing 
powder box. In 2013 the Criminal Assets Bureau seized 
over €600,000 of Bullman’s assets to pay his Revenue debts. 

In 2014, financial adviser Ted Cunningham was handed 
a five-year suspended sentence for laundering around 
£275,000 from the Northern Bank robbery.

For more information:

ACCA has published guidance for members on money 
laundering at bit.ly/money-launder

▼ The Heuston stop
Scene of the 2005 arrest of a man 
with €94,000 in clingfilm-wrapped 
bundles in a box of soap powder
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Garbage in, garbage out
Using data analytics in audits offers many benefits and solutions, but we must not 
become overwhelmed by the constant flow of real-time information, warns Jane Fuller

It is hard to go anywhere in the auditing 
world these days without having the 
virtues of data analytics impressed upon 
us. Presenters purr over the potential of 
data analytics to crunch huge quantities 
of real-time information, spot trends 
and anomalies and turn them into visual 
displays. All this will free up auditors 
from tedious tasks and make the 
profession more attractive to the ‘digital 
natives’ that everyone wants to recruit.

A white paper by the American 
Institute of Certified Public Accountants 
(AICPA), Reimagining Auditing in a 
Wired World, holds out the prospect of 
continuous monitoring of data and an 
‘evergreen’ audit opinion: always available 
and catering for green stakeholders and 
any other lobby group seeking assurance. 
Audit teams will have fewer accountants 
(apparently this is to be celebrated) and 
more ‘specialists’ in statistics and data 
analysis. Perhaps analysis in the general 
sense, which takes in external pressures 
and human motivation, will be old hat. 

Before joining other generalists in 
jumping off the nearest bridge, my 
professional scepticism kicked in. This 
was partly prompted by the AICPA hype 
itself: if some of the mundane tasks are 
outsourced to ‘solution providers’ utilising 
cloud computing, there are ‘clearly 
confidentiality, privacy, and independence 
challenges’. As a pre-digital wag 
observed, every silver lining has a cloud.

My doubts were strengthened 
by another report: Uses and Abuses 
of Discount Rates – a Primer for the 
Unwary. Published by Long Finance and 
written by Nick Goddard, a scientist and 
engineer with experience in industry and 
government, it is a timely reminder of the 
limitations of whizzy computer modelling. 

Goddard points out that in 
mathematical models, the sums are likely 
to be accurate; it is the input assumptions 
that may be dodgy. Writing about 
discounted cashflow (DCF) valuation 
techniques, he spins the old adage 
about garbage in, garbage out into a 
new acronym: GIMAGO. The MA stands 
for massively amplified. So, while data 

analytics may work wonders with inputs that 
are certain, it cannot substitute for human 
judgment where the inputs are uncertain. 

Accountants have to grapple 
increasingly with such judgments. This is 
not to say that a mega-ability to count and 
to analyse statistics is not extremely useful 
– just that it tells only part of the story 
and it does so in an indiscriminating way. 
That last point might sound like a virtue 
but, at their core, both management and 
auditing are about judgment.

Another concern is that the excitement 
about data analytics chimes with the 
modern habit of spending too much 
time staring at screens of all sizes, 
updating work and social information 
and re-running computer programs. In 
auditing, some things – property, stores of 
expensive inventory – have to be seen to 

be believed. And some humans need to 
be looked in the eye to be believed.

But there’s another thing. It is easier 
to keep busy – and appear diligent 
– by constantly reacting to real-time 
information. The demands of the ‘wired’ 
age make it even more difficult to stop 
and think. But think we must, in particular 
about what exactly is being fed into the 
analytics, by whom and why; and what the 
analytics do not cover. ■

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

and Assurance Council of the 
Financial Reporting Council 

For more information:

To read Reimagining Auditing in a 
Wired World visit bit.ly/aicpa-wired

Uses and Abuses of Discount 
Rates – a Primer for the Unwary is 

available at bit.ly/aicpa-wired
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Something for everyone
Budget 2016 had more to do with politics than economics, with workers gaining 
more than the businesses which underpin future prosperity, argues Ian Guider 

Finance minister Michael Noonan 
dispensed with poetry for his final 
budget speech of the current 
government. A year ago he quoted 
liberally from Richard Frost’s The Road 
Not Taken, but this year’s Budget was a 
direct appeal to the pockets of voters, 
who go to the polls in just a few months.

There were many goodies to share out 
in Budget 2016, but its basic attraction 
could be summed up in a single, simple 
sentence: for the average worker, across-
the-board cuts to the hated Universal 
Social Charge (USC) would mean an extra 
week’s pay in their pockets next year.

And there would be more to come if the 
Fine Gael/Labour coalition were returned 
in the election: the USC could be abolished 
entirely, and the self-employed could 
expect the same benefits as PAYE workers.

There’s very little to be outwardly critical 
of in the Budget. That has been the whole 
point of it. A little something for everyone. 
All the bases covered. USC cuts, pensions 
and child benefit increases, more resources 
for key government departments, more 
teachers, guards and special needs 
assistants. Has anyone been left out?

If you want to quibble, there were 
very few measures to assist the business 
community which helped bring about 
the recovery. Over the summer the 
Department of Finance began a 
consultation with businesses, seeking 
views on how to make it easier to start 
a company, finance it, grow it, sell it and 
move on. However, little of the response 
received made it into the Budget.

This year is the first time the coalition 
has had the cash to splash on voters. And 

splash it did. But in doing so it showed 
that its priorities were not the economy, 
not assisting Irish business and not using 
its resources in a targeted way.

Where was the vision? Aside from relief 
for micro-brewers, the final details of last 
year’s knowledge development box and a 
nod to the agriculture industry, there was 
little to demonstrate an economic strategy.

Noonan repeated several times that 
the boom-and-bust economic cycle had 
been eliminated (echoes of Gordon 
Brown in his pomp). Yet it was impossible 
to listen to the speech and not think 
forward to the general election.

Thinktanks from home and abroad have 
cautioned against adding unnecessary 
stimulus to the economy. But that is 
ignoring the reality. For all the talk of new 
politics in Ireland, politics still trumps 
economics when an election is near. The 
government promised not to go back 
to the days of spending money when it 
flowed into its coffers in the form of huge 
tax receipts – yet that is what it has done. 

Recovery was mentioned quite a bit. 
And no doubt the economy has rebounded 
far beyond expectations. Of course, this 
ignores the fact that the global economy, 
which Ireland relies on, is slowing down. 
That will have an impact on Ireland: growth 
in the economy will slow to 4.3% next year 
and 3% over the rest of the decade. 

Is it prudent to spend so much of the 
fruits of the recovery now? As we know 
from the recession, part of the problem 
was the failure to use tax revenues 
wisely, resulting in massive borrowing 
requirements and staggering annual debt 
service costs.

Budget 2016 wasn’t bad. It could 
have done more for Irish businesses 
looking to reap the rewards of the 
recovery, but it served its purpose as a 
tease for the election.

Just as the road diverged in Frost’s 
poem, Noonan and the coalition are 
trying to travel in two directions, wanting 
both re-election and to steer the economy 
away from boom and bust. Did they take 
the road less travelled in Budget 2016 or 
the more familiar path? ■

Ian Guider is markets 
editor at the Sunday 

Business Post
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Adapt to survive
Small and medium-sized practitioners face many challenges, but if they are to have the 
best chance of success they need to be versatile, says ACCA president Alexandra Chin

When I became president I outlined my 
priorities for the year ahead. As someone 
who has worked in practice since 1986 
and having had my own accounting 
practice in Sabah since 2006, one of the 
issues I want to focus on is our members 
who work in small and medium-sized 
practices (SMPs). It’s a critical area 
in which many thousands of ACCA 
members are engaged on a daily basis.

The sector faces a number of issues, 
not least the ongoing problem of 
unqualified accountants. It still mystifies 
me that people are quite happy to hand 
over their business affairs to someone 
who is not a professional accountant.

We are continuing to raise 
concerns and issues over the blight 
of ‘unqualifieds’, as long as the term 
‘accountant’ remains unprotected by 
law in most jurisdictions. It is important 
that SMEs understand the importance 
of using finance professionals, not 
simply to ensure that they produce 
reliable accounts, but also to understand 
how they can reach their full potential 
and create wealth and employment 
opportunities, and ACCA will continue to 
work to raise that awareness.

But it is also vital that practitioners 
understand what they need to do 
to successfully compete for new 
clients. Recent research by ACCA, 
the Institute of Singapore Chartered 
Accountants, Corpul Expertilor Contabili 
si Contabililor Autorizati din Romania, 

the Malaysian Institute of Accountants, 
the Chinese Institute of Certified Public 
Accountants and the Vietnam Association 
of Certified Public Accountants 
resulted in the report The global SMP 
business model survey: understanding a 
changing profession.

The responses showed that 
deregulation, rising audit thresholds 
and the rise of social, mobile and cloud 
technologies have had a great impact on 
the sector.

The conclusion was that SMPs with a 
core technical skillset who were prepared 
to be versatile had a better chance of 
survival, particularly as deregulation has 
led to a shift away from a reliance on 
assurance to compliance. The survey 
showed that SMPs in more competitive 
markets offered five more types of service 

than those with fewer rivals.
The research also highlighted another 

issue – and one that I found concerning 
– that almost a third of SMPs have no 
succession plan in place. The risk that this 
entails is something that everyone in small 
practice needs to consider as a priority 
to ensure that we can continue providing 
services and support to our clients. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia

It is vital that 
practitioners 

understand what 
they need to do 
to successfully 

compete for  
new clients

For more information:

To download The global 
SMP business model survey: 

understanding a changing 
profession, visit  

www.accaglobal.com/uk/smp
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The view from
Victoria Gillespie FCCA, associate director, depositary 
services, GlobeOp Markets

GlobeOp Markets is a subsidiary of 
SS&C GlobeOp, a global fund services 
company. It provides fi nancial technology 
products and services, including helping 
alternative investment funds outside the 
European Economic Area (EEA) fulfi l the 
requirements of the alternative investment 
fund manager directive (AIFMD). 

My focus is on depositary operations, 
where I provide strategic support to 
our clients. Our services include cashfl ow 
monitoring, the safe keeping of other 
non-custody assets, oversight functions 
and other actions designed to help clients 
meet the AIFMD requirements. 

The depositary services team is 
split between client monitoring and 
operations. The operations team is 

split between three locations: London, 
Dublin and Mumbai. All the teams work 
to GMT to allow smooth workfl ow and 
three managers report to me. The Dublin 
team is comprised of highly experienced 
accountants whose focus is on delivering 
excellent customer service. They work 
in the International Financial Services 
Centre, which is a good fi nancial hub. It’s 
only a short distance from London and 
people can fl y there and back in a day, so 
we have lots of interaction. 

Most of our clients have offi ces in 
London but funds are domiciled in 
offshore locations, such as the Caymans. 
We talk to some clients daily, to others at 
monthly or quarterly board meetings. 

I’m a fi rm believer in the value of 
studying to advance your career. 
I studied for AAT before going on to 
complete the ACCA Qualifi cation and 
the Oxford Brookes degree. I completed 
the Investment Operations Certifi cate, 
and in the future I will consider an MBA, 
possibly something more compliance-
based. I’m also considering a specialist 
qualifi cation in risk.

Planning is key to juggling a full-time 
job and studying. I determined how long 
each qualifi cation would take and worked 
back from there. The Oxford Brookes 
degree took me six months to complete. 
I didn’t go to university and felt it was a 
fantastic opportunity to obtain a degree 
while leveraging the hard work I had put 
into gaining the ACCA Qualifi cation. 

In 2014 I was elected as a panel 
member of ACCA Women’s South 
East UK network. I think networks are 
one of ACCA’s strengths because of the 
opportunity to share experiences. It’s very 
rewarding to help shape the programme 
of events we can offer members.

As a mother to two fantastic children, 
I’m proud to have obtained my ACCA 
Qualifi cation and advanced my career. 
I now have my sights set on the future. ■

The Dublin team 
work in the 

International 
Finance Services 

Centre, which is a 
good financial hub
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Snapshot: 
manufacturing
Amid talk of global competition 
and the pace of change around 
innovation, one might assume that 
manufacturing was in the midst 
of transformation. But a closer 
look suggests major players are 
concentrating on business models 
and operating structure in readiness 
for renewed competitive pressures.

KPMG’s global manufacturing 
survey found that manufacturers are 
attaching slightly less importance to 
sales growth for 2015, placing more 
of a premium on reducing the cost 
structure and improving risk controls.

The reason is uncertainty. Until 
opportunities become clearer, 
most global players are focusing on 
building solid fi nancial war chests.

Short-term issues abound: 
energy remains volatile in supply 
and as a cost; and the pressure 
to commit to new technologies 
is increasing. So manufacturers 
continue to look for breakthrough 
innovations and invest in R&D. 

Increasingly, companies are 
entering into partnerships and 
adopting new technologies to lower 
costs and improve speed to market.

Manufacturers must continue 
to increase and upskill their 
talent pool, including fi nancial 
management teams: these have 
a key role to play in helping drive 
more operational effi ciency and 
develop new business models, to 
keep manufacturers competitive.
 
Stephen Cooper, UK head of 
industrial manufacturing, KPMG
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Hack attack
Cybercrime is on the increase, and businesses need to build strategies to  
minimise the potential for financial loss and reputational damage 

For those who are unsure of the 
importance of data and information 
security, the statistics of cybercrime 
are compelling. According to Grant 
Thornton, cybercrime is costing 
Irish businesses at least €300m a 
year. The firm adds that one in four 
Irish consumers has been a victim 
of cybercrime. 

Internationally, the average financial 
loss due to security losses is now US$2.5m 
(€2.2m), according to PwC’s latest global 
information security survey. In the UK, the 
average cost of data security breaches 
now stands at £1.7m (€2.3m). Crucially, 
the survey found that, globally, there were 
38% more security incidents detected 
compared with the previous year.

In addition, many governments have 
classified cybersecurity as one of the 
top threats to their country, alongside 
natural disasters, international terrorism 
and military invasion. And it is top of the 
agenda in many boardrooms; according 
to the PwC survey, 45% of corporate 
boards now participate in their company’s 
overall security strategy, while spending 
has increased by 24% in a year.

Media coverage of hack attacks is 
undoubtedly fuelling concerns. Experian, 
the credit agency whose headquarters 
are in Dublin, admitted in October that 
records it held for one of its clients, 
T-Mobile in the US, had been stolen, 
affecting the personal data of up to 15 
million customers. The data acquired 

included names, dates of birth, addresses, 
social security numbers and alternative 
forms of identification such as drivers’ 
licences, as well as additional information 
used in T-Mobile’s own credit assessment.

Reputational damage
The revelation wiped nearly 4% off 
Experian’s share price in a single day; 
reputational damage could be greater. 
‘Undoubtedly a breach of this magnitude 
is a major setback, especially to a 
company that takes data security very 
seriously. Experian’s business is that of 
handling data, which makes this incident 
particularly embarrassing,’ analysts at 
Barclays said.

Even before this latest attack, senior 
regulators have been taking cyber risks very 
seriously, both in Ireland and elsewhere. 
The Central Bank of Ireland’s deputy 
governor, Cyril Roux, recently warned that 
many regulators, such as the International 

‘Many 
organisations 

are now building 
a strategy, but 
the problem is 
that it is not a 

comprehensive 
strategy’

Organization of Securities Commissions, 
believe that the next big financial shock 
will come from a series of successful cyber 
attacks on financial services firms.

‘So far we have not had a cyber event 
that led to systemic problems but it is 
only a matter of time,’ he said, speaking 
recently at the Society of Actuaries in 
Ireland’s risk management conference. 
‘Cyber risk will be a permanent feature of 
business and regulatory life.’

However, Roux sees this threat as 
positive news. ‘Such concerns are a 
welcome development as it means 
the risk is being considered before it 
materialises,’ he said.

But just how widely is it being 
considered? According to Grant Thornton, 
19% of businesses in the European Union 
have faced a cyber attack in the past year, 
with an estimated loss of business revenue 
reaching US$62.3m (€54.8m). And yet, only 
just more than half (52%) of companies 
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it surveyed as part of its International 
Business Report say they currently have a 
cybersecurity strategy in place.

‘Waking up
‘Many organisations are now building a 
strategy, but the problem is that it is not 
a comprehensive strategy,’ says Manu 
Sharma, director of cybersecurity at Grant 
Thornton. ‘It is left to the IT department, 
but cybersecurity is broader than that. The 
strategy doesn’t exist at the right level of 
many organisations, but people are waking 
up and realising what the threat is now.’

Grant Thornton warns that businesses 
cannot afford to be behind the curve as 
cyber attacks can strike without warning 
and without the victim being immediately 
aware. If security cannot be guaranteed, 
the ultimate risk is that customers and 
clients will simply go elsewhere.

Similar concerns have been raised by 
EY. The Big Four firm found that 50% of 
organisations surveyed globally said a 
lack of skilled resources is one of the main 
obstacles challenging their cybersecurity 
programme. Only 6% said they had a threat 
intelligence team with dedicated analysts.

Of course, organisations can protect 
themselves by insuring against the risk of 

cyber attacks. PwC reckons that the global 
cyber insurance market is set to reach 
US$7.5bn in annual sales by 2020. But 
organisations need to make sure they have 
read the small print. As Martin Adams, 
special risks director of Irish insurance 
broker Arachas, says: ‘Standard policies 
for material damage, business interruption 
and liability do not cover cyber events.’

Adams adds that the ‘it-will-never-
happen-to-me’ syndrome needs to 
be addressed as all businesses are at 
risk. ‘Insurance is only one part of risk 
management; training and investment are 
vital,’ he says.

Likewise, EY believes that although 
Irish organisations have come a long 
way, they need to further educate 
themselves on the reality of cybercrime 
for Ireland to maintain its competitive 
edge as a leader in technology and digital 
services. ‘Success in the digital economy 
is founded on trust, and cybersecurity 
breaches can severely damage that trust,’ 
Hugh Callaghan, EY’s financial services 
advisory director, says. ‘Ireland needs 
to be regarded as a safe place to do 
business online.’ ■

Phil Smith, freelance journalist

10 steps to cybersecurity

GCHQ, the UK government’s intelligence and security organisation, together with 
the UK Cabinet Office and Department for Business, Innovation and Skills, has 
produced 10 Steps to Cybersecurity, offering guidance for organisations to help 
them deal with the threat of cyber attacks:
1 Assess risks to information assets with the same vigour as for legal, regulatory, 

financial or operational risk.
2 Introduce corporate policies and processes to manage the configuration and 

use of ICT systems.
3 Filter all traffic at the network perimeter, and monitor for unusual or malicious 

incoming and outgoing activity.
4 ICT system users should only be provided with the user privileges that are 

needed to do their job.
5 Produce policies that describe acceptable and secure use of ICT systems.
6 Establish an incident response and disaster recovery capability that addresses 

the full range of incidents that can occur.
7 Produce policies that directly address the business processes (such as email, 

web browsing, removable media and personally owned devices) that are 
vulnerable to malware.

8 Establish a monitoring strategy and develop supporting policies, taking into 
account previous incidents and your organisation’s incident management policies.

9 Produce policies that control the use of removable media for the import and 
export of information.

10 Assess the risks to all types of mobile working (including remote working 
where the device connects to the corporate network infrastructure) and 
develop appropriate security policies.

Read more at bit.ly/1zrhNUA.

Hacked off – a timeline 
of recent attacks

October 2015 
Experian reveals that data held on 
behalf of client T-Mobile in the US 
was hacked, including personal 
records for 15 million consumers.

August 2015 
Account details of 37 million 
members of Ashley Madison, the 
extra-marital affairs website, leaked.

August 2015 
Personal data of up to 2.4 
million customers of a Carphone 
Warehouse division hacked.

July 2015 
RBS and subsidiaries Ulster Bank 
and NatWest suffer a ‘denial-of-
service’ attack.

July 2015 
China allegedly behind hacking 
of US government’s human resources 
systems affecting 21.5 million people.

February 2015 
Security company Kaspersky claims 
up to US$1bn held by 100 banks 
and other financial institutions had 
been put at risk by ‘spear phishing’ 
attacks over a two-year period.

January 2015
Cisco warns that more than half of all 
websites vulnerable to cyber attack 
nine months after the discovery of 
Heartbleed, a security bug.

December 2014 
Sony Pictures sees private emails, 
film scripts and personal accounts 
hacked ahead of release of 
The Interview, a movie about North 
Korean leader Kim Jong-un.

September 2014 
US retailer Home Depot admits up 
to 56 million card details could have 
been compromised by hackers.

May 2014 
EBay forced to ask all its 150 million 
registered users to reset passwords 
following hack of personal data.
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Snapshot: 
integrated reporting
Integrated reporting (IR) provides 
an opportunity for companies to 
tell the story of how they create 
sustainable value in a new way. 

Largely voluntary at this stage, 
it is an international movement 
that is gaining momentum. IR is 
based on South Africa’s corporate 
governance codes, the third 
of which – recommending that 
companies tell an integrated story 
of their performance and prospects 
– has been adopted as a reporting 
requirement of the Johannesburg 
Stock Exchange.

The skills required and demands 
placed on the practitioner by IR 
are mostly around the provision of 
board-level advice to companies on 
how to embed ‘integrated thinking’ 
into organisations. Senior directors 
and fi nance professionals may be 
tasked with assessing the benefi ts of 
this new model and establishing a 
road map to IR. This would include 
how the six ‘capitals’ – fi nancial, 
human, natural, social, intellectual 
and manufactured – interact with 
one another in creating value. 

The UK Strategic Report places 
companies well on the road to 
IR, with requirements around 
the business model, corporate 
strategy and value creation. The 
EU Directive on non-fi nancial 
reporting, expected to be adopted 
by member states over the next two 
years, will reinforce UK measures. 

Jeremy Osborn, integrated 
reporting leader, EY

The view from
Tanya Graham FCCA, manager in the Risk Advisory 
team of EY, Belfast 

As manager in the Risk Advisory 
team of EY, I focus on helping clients 
evaluate, and improve, their systems of 
internal control. While my role is based in 
Belfast, I am one of a team of more than 
120 professionals within the EY Advisory 
Services practice in Ireland.

Business has embraced the concept 
that structured processes around the 
identifi cation and management of risk 
can help support business operations 
and development. Organisations don’t 
always have business process expertise 
in-house, and so they have been reaching 
out to professional services fi rms, such 
as EY. We bring expertise, pragmatism 
and proportionality in helping growing 
businesses (including those moving 
towards a stock exchange listing) develop 
and embed robust systems of risk 
management and control. 

My current role centres on providing 
transaction support to companies 
listing on the markets of the London 
Stock Exchange or undertaking 
signifi cant transactions, working with 
our Transactions Advisory Services team 
as reporting accountants. Specifi cally, 
my role involves managing the fi nancial 
position and prospects workstream, 
which provides assurance over those 
processes that impact on reporting of 
current fi nancial position and future 
prospects. I love the variety that each 

assignment brings, covering anything 
from pharmaceuticals to high-end fashion, 
and the challenges of tailoring my own 
experience to each individual business. 
Longer term, my goal would be to revisit 
some of the growing businesses I have 
helped to support, and see to what extent 
they took our advice on board.

What I fi nd particularly rewarding in my 
role is that I work in collaboration with 
clients. I get to spend time with them, 
talking about, and understanding, their 
business – and then advising them as to 
how best to improve their systems and 
controls. We support clients by working in 
partnership with them and, when a client 
acknowledges the role that we play, that 
gives me a real sense of achievement. 

The most important lesson I have 
learned in my career is to learn from 
the people around you. I have been 
fortunate to have worked alongside some 
great people, who have supported me 
in my own development. I always do my 
best to coach and develop those with 
less experience. 

Looking to 2016, one of the biggest 
challenges we will face is continued 
competitiveness in our market. 
However, our focus on leveraging 
our collective experience in order to 
serve our clients will position us well to 
respond to this. ■

‘I love the 
variety that each 

assignment 
brings, covering 

anything from 
pharmaceuticals 

to high-end 
fashion’
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Trialling a no-
meeting day 

once a month 
would certainly 
be welcomed by 

many practices – a 
gift to all staff

Ball pools, slides, workers scooting 
their way across the office – is this your 
view of a typical day’s work in Silicon 
Valley? Some of the more traditionalist 
among us might baulk at the idea 
that we can learn from the tech giants 
that have risen to prominence over 
the last decade. But can companies 
like Google and Facebook, who are 
succeeding in motivating the brightest 
talent, show us the way forward when 
it comes to attracting and retaining 
our own staff? 

Companies in California’s technology 
hub are moving away from the traditional 
‘carrot-and-stick’ model of motivation to 
what author Daniel Pink calls Motivation 
2.0. In his book, Drive: the Surprising Truth 
about What Motivates Us, Pink uses a range 
of scientific experiments to illustrate that 
traditional ‘if then’ incentives (for example, 
bonuses on meeting targets) don’t work 
and can actually have a detrimental impact. 
Motivation 2.0 focuses instead on intrinsic 
motivators: autonomy – the desire for 
self-directed work; mastery – wanting to 
become good at what we do; and purpose 
– the feeling that we are working towards 
something bigger than ourselves. 

So what do these companies do to 
transfer their ideas to the workplace? 

How can we in the accountancy world 
foster the same sense of excitement, 
collaboration and innovation? 

Time off 
One incentive that repeatedly hits the 
headlines is Google’s ‘20% time’, whereby 
staff can use 20% of their time to pursue 
projects that aren’t part of their day job. It 
has paid off for Google, providing it with 
new services such as Gmail and AdSense. 
Taken at face value, encouraging staff to 
use 20% of their time – that’s right, 20% 
of their chargeable time – for their own 
projects would seem like a nonstarter 
for any practice partner to contemplate. 
However, when you consider benefits 
such as the ability to engender your staff 
with a purpose and feeling of ownership 
(something that can be very difficult 
to do in a partnership environment), 
while mastering practical skills, not 
to mention the potential innovative 
projects themselves and the value they 
could add to the firm, it is certainly 
worth considering. 

Google, like many accountancy 
practices, has a highly skilled and 
technical workforce brimming with 
energy and ideas. I can’t imagine any 
accountancy partner I’ve ever worked 
for implementing 20% time, but perhaps 
this traditionally risk averse group could 
start with 5% time – just one day a month 
to give their staff autonomy to work on 
their own work-related projects, master 
skills, and feel they are working towards a 
project bigger than themselves. As Laszlo 
Bock, senior vice president of people 
operations at Google, says, ‘Give staff 
freedom and they will amaze you.’ 

 
Ditching meetings
Another widely publicised move is 
Facebook’s ‘No meeting Wednesday’, 
implemented with the goal of giving staff 
time to gain mastery in their work without 

being interrupted, time to ‘get in their 
flow’. When was the last time you had a 
whole uninterrupted day to get things 
done? And if you do have that important 
piece of client work to finish, where and 
when do you do it? Perhaps you work 
from home, book yourself a meeting 
room, or go into the office early or stay 
late, but imagine if you could guarantee 
one day a week, of uninterrupted 
work time. Jason Fried, co-author (with 
David Heinemeier Hansson) of Rework, 
goes even further to suggest ‘No talk 
Thursdays’, describing giving someone 
uninterrupted time as ‘the best gift you can 
give anybody at work’.  

I don’t think we need to go as 
far as a silent Thursday, but I’m sure 
trialling a no-meeting day once a 
month would certainly be welcomed by 
many practices – a gift to all staff of a 
day of uninterrupted work time to feel 
the sense of achievement at getting 
things done. 

Companies in Silicon Valley may offer some unusual 
employee perks but their reasoning is sound and could be 
a good example to practices, says Catherine Flannery

Learning  
from giants
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For more information:

Find Drive: the Surprising Truth 
about What Motivates Us by Daniel 

Pink at bit.ly/drive-pink

Rework by Jason Fried and David 
Heinemeier Hansson is available at 

bit.ly/rework-jf

Going dark
Like many other companies, those in 
Silicon Valley have their fair share of 
perks designed to keep staff at the office 
longer: free food, dry-cleaning services 
and so on. But a key factor for many 
in choosing their employer is work-life 
balance. Staff work hard but also want 
space from work to be able to recharge 
their batteries, and this should be 
encouraged if firms want to get the best 
out of their staff in the long term. 

While the culture of being the last 
person at your desk still pervades in 
many workplaces, Google’s Dublin 
office instigated ‘Dublin goes dark’, 
encouraging staff to switch off at the 
end of the day by not only telling 
them not to check emails after 6pm 
but also asking them to leave their 
laptops in order to remove the 
temptation. Many firms talk about work-
life balance but few actively force it on 
their staff! 

How often have you found yourself 
or your staff checking emails at evenings 
or weekends? Generally, the volume of 
emails after 6pm is small and there are 
few that can’t wait until the morning. 
Encouraging your staff to ‘go dark’, 
even on an ad hoc basis, could send the 
message that the partnership cares about 
its people – an active demonstration 
of the tone at the top and the firm’s 
commitment to staff. 

Keeping highly trained skilled 
technicians motivated in the long term 
can be a tricky business and traditional 
monetary benefits don’t cut it anymore. 
If we want to attract and retain the best 
staff, perhaps we should take on board 
some of these more bold moves. Google 
receives more than two million job 
applications a year and and came out on 
top for employee satisfaction in Glassdoor’s 
Employees’ Choice Awards 2015. 

Trialling these ideas and offering 
incentives that focus on autonomy, 

mastery and purpose may be a bold move 
and require a key shift in the tone at the 
top of many practices, but could be one 
that pays dividends. Putting trust in the 
staff in this way will not only ensure that 
firms can attract the best and brightest 
but that they can also get the best out of 
them in the long term, by giving them a 
stake in the firm and a feeling of purpose 
and ownership that can be difficult to 
come by in a partnership environment. ■

Catherine Flannery is director,  
CMF Training 
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All change for SMEs
Small businesses reporting under UK GAAP with foreign currency exposure should 
prepare for fundamental change, as our fi nal article in association with World First explains

needs to be in place before placing the hedge, which is 
challenging, unless you have a partner who provides this service,’ 
says Greg Smith, head of corporate dealing at WorldFirst.

Earthquake in accounting standards
This earthquake in accounting standards is all part of the 
Financial Reporting Council’s desire to move UK GAAP closer 
to IFRS. The greater emphasis on hedge accounting is one of 
the consequences of that. But that, in any event, just recognises 
reality. In a forward foreign exchange (FX) contract, there is 
a derivative fi nancial instrument that acquires its value from 
changes in its underlying FX rates. ‘Under FRS 102 for smaller 
companies, you have to recognise the derivative on the balance 
sheet,’ says Collings. ‘That didn’t happen under FRSSE because 
everything was accounted for on settlement.’ But FRS 102 
requires derivatives to be recognised on the balance sheet.

It is this thinking that is behind the change that could end up 
causing the most problems. When a foreign exchange transaction 
takes place, it must be accounted for using the closing rate of 
exchange on the day of the transaction. That principle applies 

irrespective of whether there is a 
forward foreign currency contract in 
place for the transaction. As Collings 
points out, this is different from the 
procedures offered in SSAP 20, where 
an entity can record the transaction at 
the rate of exchange on the date of 
the transaction or the rate listed in the 
contract. Under the new regime, if there 
is a movement in the exchange rate 
between the date the transaction was 
agreed and the date it was settled, any 
difference on exchange is recognised in 
profi t and loss.

In any event, most companies have 
traditionally used an average rate and 
recognised exchange gain or loss on 
the payment or settlement of relevant 

The way SMEs handle the accounting treatment of 
foreign currency transactions is about to change in a 
signifi cant way. There could be trouble ahead as FRS 

102 comes into effect for small and medium-sized entities 
in the UK for accounting periods beginning from 1 January 
2016. ‘When listed companies moved over to International 
Financial Reporting Standards (IFRS), there was absolute 
carnage,’ says Steve Collings FCCA, who has been writing 
books about accounting standards for years. ‘People didn’t 
see what was involved in that transition.’ 

Collings is worried that the shift to FRS 102 could produce 
similar chaos, especially when it comes to foreign currency 
translation. The problem starts with the fact that smaller 
companies will need to operate under one of three somewhat 
different regimes: medium-sized businesses (up to £36m 
turnover, £18m balance sheet total, 250 employees) using 
standard FRS 102; smaller companies (turnover £10.2m, balance 
sheet total £5.1m, 50 employees) using FRS 102 with reduced 
disclosures; and micro-entities (turnover £632,000, balance sheet 
total £316,000, 10 employees) following FRS 105.

‘This is going to be a bit of 
a nightmare for some smaller 
companies,’ says Collings. ‘If you’ve 
got a small company without a 
structured fi nance team, it’s going 
to be a particular challenge.’ The 
fundamental problem, Collings 
explains, is that if smaller companies 
want to continue accounting for foreign 
currency transactions in much the 
same way as they have been under 
the Financial Reporting Standard for 
Smaller Entities (FRSSE) – which tends 
to reduce volatility in the profi t-and-
loss account – they will need to use 
hedge accounting. 

‘There are complexities in the 
documentation required, and this 

‘Taking a 
straightforward 

and strategic 
approach to 
FX from the 

outset will save 
both time and 

resources’
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invoices, points out Andrew Moss, head of corporate fi nance 
at accountancy fi rm DSG. ‘Entities with relatively few currency 
transactions will see little impact and may choose to use the spot 
rate, as the administrative effort will be low,’ he says.

‘Companies that transact a signifi cant proportion of business 
in foreign currency may need to consider changing processes 
or even upgrading systems to adapt to the new FRS. That 
said, if currency fl uctuation is low, an average rate may still be 
acceptable and the chance of material misstatement will be low.’

But micro-entities don’t need to worry too much about 
these changes. They can still keep it simple by using the 
contracted rate. Besides, it would be impossible for them to 
recognise a derivative on their balance sheet as they cannot 
use fair value accounting.

Despite the changes, 
the message for companies 
remains the same: keep it 
simple. ‘Unwinding foreign 
exchange currency amounts 
on the balance sheet can be 
time-consuming and lead 
to unwanted write-offs,’ 
says Robert Gothan, chief 
executive of Accountagility, a 
business process management 
specialist. ‘So taking a 
straightforward and strategic 
approach to FX from the 
outset will save both time 
and resources.’

Meticulous approach
A company that encounters 
foreign exchange for the fi rst 
time will save itself a lot of 
trouble later on by observing 
some accounting basics – 
irrespective of the accounting 
standards ruling at the time. 
‘The fi rst step is to decide 
which currencies a fi rm will 
be trading in – and how the 
currency of each transaction 
will be determined – without 
any uncertainty,’ advises 
Gothan. ‘You need to set up 
a clear FX policy and then 

adhere to it consistently. Changing policies midway through 
the year can be diffi cult and lead to residual balances, so, if a 
conversion is necessary, you should introduce it at the beginning 
of the fi nancial year.

‘From the start, SMEs must also take a meticulous approach 
to FX recording – which is largely non-discretionary – so 
processes must be thorough and systematic, particularly in larger 
transaction environments. General ledgers also need to be 
chosen carefully to ensure they support full currency capability, 
including settlement and revaluation process.

‘Finally, receivables and payables ledgers need to be 
constantly tested to make sure that FX is being correctly dealt 
with. This is especially important for cross-border settlements 
and write-offs. You must avoid manual FX interventions »
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Those goalposts aren’t only moving in accounting standards, 
either. In the past year to 18 months, currency markets have 
become more volatile following a quieter period immediately 
after the Lehman Brothers crash in 2008. The increasing 
divergence in economic performance of major countries around 
the world, coupled with higher volumes of speculative currency 
trading, is likely to make that volatility a permanent part of the 
picture – at least for the foreseeable future.

And sudden shocks – such as the Swiss franc’s decoupling from 
the euro earlier this year – cannot be ruled out in the future, either. 
Although the worst of the Greek crisis seems to be over, there are 
still question marks over the future of the euro. All of these trends 
are likely to mean that more companies that use foreign currencies 
as buyers or sellers will want to hedge their risks.

Those goalposts may have moved, but the game remains 
the same. ■

Peter Bartram, journalist

unless strictly necessary. If such cases do arise, you must 
document and book them to separate accounts, as they often 
attract audit attention.’

A company with business settled in foreign exchange will 
also encounter a number of year-end issues – for example, with 
handling related financial instruments such as hedges and swaps. 
SMEs need to be cautious about these, says Gothan. ‘You should 
measure foreign exchange exposures monthly and hedge them 
where necessary to minimise problems further down the line.’

Whatever happens, when companies switch to FRS 102 
or FRS 105, they should make sure that they don’t take their 
eye off the commercial ball, no matter how vexing the new 
accounting standards prove to be. ‘The main aim is to manage 
the commercial risks – though this can give rise to P&L volatility 
for any element, which cannot be covered by hedge accounting,’ 
says Smith. ‘This can, in turn, have an impact on any banking 
covenant the corporate may have in place, or on any targets that 
may be there from a private equity owner.’
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Trust at an all-time low
Building trust is essential for nurturing innovation and for businesses to succeed. But a 
recent study found the level of trust in decline across the world

Technology remains the most trusted of all sectors at 78%, although it too has lost ground since last year’s 80%. Declines across 
all tech-based industries were evident in 2015, with recent privacy and security breaches having weakened trust in both tech 
products and the sector. Financial services and entertainment were the only sectors where trust rose (up 1% in each case).

Evaporation of trust

Building trust is essential to successfully bringing new 
products and services to market, and requires companies 
to demonstrate clear personal and societal benefi ts 
as well as their own integrity. The 2015 Edelman Trust 
Barometer study found that countries with higher trust 
levels overall also show a greater willingness to trust 
business innovations. Overall, the number of ‘truster’ 
countries in the Edelman trust index is at an all-time low.

Trust in business on the ebb

Levels of trust in business rose in 11 of the 27 countries surveyed but fell in the other 16. 
Canada, Argentina, Germany, Australia and Singapore registered the biggest falls, and the 
Netherlands, Italy and India the biggest rises. The global average fell from 59% to 57%.

While trust in government has risen, it has fallen for NGOs, 
business and the media; the fi gures show 2014 versus 2015.

53%
Banks

54%
Financial

63% 
Telecoms

67%
Food/drink

67% 
Entertainment

71% 
Automotive

75% 
Small electrical

78% 
Technology

1 NGOs 2 Business 3 Media 4 Government

For more information:

Edelman’s 15th annual Trust Barometer can be viewed at: bit.ly/edel-trust
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Trust deficit

84 UAE
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75 China
65 Singapore
64 Netherlands
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The 2015 index contains 
fewer trusters and more 
distrusters – 22% and 48% 
of total index respectively 
compared with 30% and 
33% respectively in 2014.

■ 2014          ■ 2015 ■ 2014          ■ 2015

Trust up Trust down
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Balancing the pay scale
As the idea of a living wage gains support around the world, Faye Chua considers the 
business case and challenges for employers in addressing pay imbalance

Asia, for example, the Asia Floor Wage Alliance is a sector-
based initiative that campaigns for a decent wage for garment 
factory workers. In the US, the dominant form of action has been 
isolated initiatives by individual cities, resulting in around 120 
different versions of a living wage across the country. 

For international businesses managing global operations 
and supply chains, the more that 
living wage movements can align their 
thinking, the better. To encourage 
debate, ACCA and the LWF has held 
seven roundtables in Europe, North 
America, Asia and Africa this year. A 
key goal was to see whether some 
general principles could be developed 
to encourage common approaches to 
a living wage around the world. 

These principles were still being 
finalised at the time of writing, but they 
capture some important ideas. For 
example, they highlight the need for 
local consensus about what elements 
should be included in a living wage 
shopping basket. They indicate that 
a living wage should not just cover 

Many countries now have some form of national 
minimum wage, but many workers on low income 
still struggle to make ends meet. The desire to 

tackle such in-work poverty has led to the concept of the 
‘living wage’, intended to help family units achieve a decent 
standard of living and play a full part in society.

The movement is strong in the UK, 
having been launched by a community 
group in 2001, then drawing in unions 
and academics, and is now led by 
the Living Wage Foundation (LWF). 
The living wage and the successes of 
living wage employers are celebrated 
annually in the first week of November 
during Living Wage Week. 

A common approach?
Separate living wage movements 
have sprung up to help low-paid 
workers across the world, but as the 
first of two research papers soon to 
be issued jointly by ACCA and the 
LWF highlights, they are often driven 
by different stakeholder groups. In 

‘The living wage 
should extend 
to outsourced 

employees. Big 
companies set 

the example of a 
good employer’
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essentials such as food and housing, but also allow some money 
for discretionary spending (perhaps to enable some leisure 
activity and social engagement).

The business case
At one level, the case for a living wage is a moral or ethical one. 
For reasons of social justice, it seems unacceptable to many that 
working people should still suffer from poverty when they are in 
paid employment – particularly when the imbalance between 
their pay packets and those of global CEOs has grown so huge. 
But for employers currently paying below the living wage, raising 
pay for all staff will increase costs. So is there a business case in 
favour of paying it? 

Advocates of the living wage believe there is, arguing that 
employers will benefit in a variety of ways. Paying the living wage 
could reduce employee turnover, bringing cost savings in staff 
hiring and training. It might also lower absenteeism and raise 
staff motivation, and improve productivity and service quality as 
a result. Formal research on the impact of paying a living wage is 
limited, but a 2015 University of Strathclyde study considered the 
business costs and benefits of living wage adoption by a number 
of employers. It found that, while there are undeniable costs that 
need to be mitigated, potential benefits can be achieved, such as 
financial savings from lower staff turnover and higher productivity.

Living wage supporters also believe that businesses should 
gain reputational and risk management advantages from paying 
a living wage. In developed economies at least, some consumers 
will support brands that adopt an ethical stance, even if that 
results in higher prices for a product or service. Encouraging the 
payment of a living wage throughout the business – and down 
the supply chain – could also mitigate the risk of a human rights 
scandal damaging the brand.

From a macro-economic perspective, if employers raise low 
pay rates up to a living wage level, the extra spending power 
generated could flow out into the broader economy, boosting 
growth – although this depends in part on any counter-effect 
caused by higher prices as a result of businesses incurring 
increased costs. 

When measuring the impact of paying a living wage, a holistic 
perspective should be taken. For example, there are concerns 
that employers forced to pay a living wage to secure a contract 
might recover the extra cost in some way that negatively affects 
their staff – by cutting staff benefits, for example, or eliminating 
jobs in supporting or monitoring roles. 

Supply chain challenges
When a business does embrace the living wage concept, it 
faces particular challenges in spreading the idea down its supply 
chain. It may be able to influence its direct suppliers, or even 
stipulate in contracts that its suppliers pay a living wage to their 
employees. But what about its suppliers’ suppliers? The further 
down the chain the business goes, the less pressure it can bring 
to bear.

Global businesses are addressing their supply chain challenge 
in a variety of ways. One option is to work with suppliers to help 

them identify ways to improve productivity. Another solution is 
to internalise the supply chain and go for vertical integration. For 
example, food manufacturers or retailers could take ownership 
of farms themselves, gaining control over operations and wage 
rates. However, such a strategy clearly requires a radical change 
of business model.

Outsourced staff pose a particular challenge for businesses. 
These people may be working in your office but are not 
employed by you. Again, contracts requiring the outsourced 
service provider to pay the living wage could be introduced. 
Otherwise there is a risk that an organisation may brand itself as 
a living wage employer, but still be dependent on the efforts of 
lower-paid human resources.

The recent work by ACCA and the LWF confirms the strong 
interest in the living wage around the world. Sharing ideas on how 
to tackle some of the challenges it poses for employers will be 
important in encouraging its wider adoption. ■

Faye Chua, ACCA’s head of futures research

For more information:

The ACCA and Living Wage Foundation research papers 
will be made available at www.accaglobal.com/ri

Views from the global roundtables 

‘In-work poverty is not an issue that can be tackled 
piecemeal by companies. It is a systemic problem that 
needs a systemic collaborative solution in industries, 
sectors and countries in order to avoid more inequalities 
or disadvantages.’
London 

‘The living wage is to do with enough food, shelter, 
clothing, basic needs, dignity; and if an individual 
manages their budget they can break free from the cycle 
of poverty.’
Johannesburg

‘In Canada we have a universal methodology for the living 
wage, which is about meeting basic needs such as rent, 
food and utilities, but also transport and childcare. And it 
goes beyond that to enabling community participation, 
allowing children to take part in sports, for example, or a 
modest once-a-month family night out.’
New York

‘All the workers in a business should benefit, not just 
direct employees – the living wage should extend to 
outsourced employees. Big companies set the example of 
a good employer.’
Hong Kong
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Seeking sustainability
The next few months will be a critical time for action on climate change and sustainable 
development – and accountancy has a key role to play, says Rachel Jackson

The next few months could see historic progress – or 
failure – in sustainable development and climate 
change action. In September, national leaders 

gathered in New York for the United Nations summit 
organised to adopt a new set of sustainable development 
goals (SDGs) – ‘a blueprint for a better future’, as secretary-
general Ban Ki-moon described it. The SDGs will replace the 
expiring Millennium Development Goals (MDGs) and run 
from 2016 up to 2030.

From 30 November to 11 December, the centre of 
sustainability action moves to Paris for the 21st session of the 
Conference of the Parties to the UN Framework Convention 
on Climate Change (COP21). The goal here is to set a universal 
and legally binding protocol (to replace the Kyoto Protocol) 
supporting the goal of reducing greenhouse gas (GHG) 
emissions to levels capable of limiting global warming to less 
than 2°C. 

Each event affects the other. Success in achieving the 
SDGs will depend in part on firm commitments being made to 
reduce emissions at COP21. Similarly, COP21 commitments and 
subsequent action by governments to reduce emissions will 
be encouraged by the agreement of strong environmental and 
climate change SDGs. 

Building on the past
The 17 SDGs aim to build on the work of the MDGs and address 
three dimensions of sustainable development: economic, 
social and environmental. While the MDGs were focused on 
issues around people (such as eradicating extreme poverty 
and reducing child mortality), the SDGs also pay substantial 
attention to environmental sustainability and economic factors 
(for example, access to affordable and sustainable energy, 
promoting sustained and sustainable economic growth, and 
building resilient infrastructure). 

The SDGs are intended to be action-oriented and so 
are supported by 169 associated targets that define the 
‘means of implementation’. Some of these are specific 
and numeric, such as sustaining at least 7% GDP growth 
per annum in the least developed countries, but many 
are more general – for example, to increase the access 
of small-scale industrial and other enterprises to financial 
services. Whether they will have real impact therefore remains 
to be seen. 

Nevertheless, the goals and targets are the result of over 
two years of intensive public international consultation, including 
the establishment of an open working group, with 30 » 

Mike Kelly

‘SDG 8 prioritises employment, decent work for all and social 
protection. To end poverty requires a full range of policy 
interventions, including voluntary instruments. One such, 
the Living Wage, is a well-established concept that enables 
people to provide for themselves and their families, and 
promotes sustainable economic growth, leading to healthier 
communities, businesses and societies. Accounting practices 
and other large businesses can lead by example.’

Chair of ACCA’s Global Sustainability Forum, head of living 
wage, KPMG, and chair of the Living Wage Foundation

Teresa Fogelberg

‘Goal-setting for the SDGs is a critical part of understanding 
where we are today, and what we hope to achieve in 15 
years. In order to achieve the SDGs, a real commitment 
to global partnership has to be made. This means that 
businesses must play an active role in bringing the SDGs to 
fruition. This is where GRI is working to help. Together with 
UN Global Compact and the World Business Council for 
Sustainable Development, GRI launched the SDG Compass, 
a tool that will help the global community monitor business 
contributions to the goals, at the UN Summit.‘

Deputy chief executive, Global Reporting Initiative (GRI)

Jane Stevensen

‘Climate change has a direct impact on poverty around the 
world, with significant implications for economic activity, 
and therefore corporate performance. Poor and developing 
countries will be among those most affected and least able 
to cope with the shocks to their socio-economic and natural 
systems. We represent organisations sharing the concern 
that financial markets do not take sufficient account of 
climate-related corporate performance, and consequently 
the risks and opportunities relevant to future value.‘

Managing director, Climate Disclosure Standards Board
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ACCA is looking 
into how 

accountants can 
help businesses 

assess and report 
on their impacts 

and dependencies 
on natural capital

► Green giant
This ecologically sustainable office tower in Sydney 
was awarded six-star green status by the Green 
Building Council of Australia
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members representing 70 countries and two elected co-
chairs, one each from a developing and a developed 
country. Throughout July 2015 negotiations took place on 
the final wording of the SDGs adopted by heads of state and 
government in September.

‘Unfinished business’
The draft outcome document acknowledges that there 
is ‘unfinished business’ in relation to the MDGs. It notes 
that ‘progress has been uneven, particularly in Africa, 
least developed countries, landlocked developing countries, 
and small island developing states, and some of the MDGs 
remain off-track, in particular those related to maternal, 
newborn and child health and reproductive health’. It is 
also clear that extreme poverty and hunger have not been 
eradicated, for example.

Successful implementation of the SDGs, as the draft 
outcome document notes, will require ‘a revitalised global 
partnership for sustainable development’ and the actions 
of governments. UN member states are encouraged to set 
‘ambitious national responses’ to support implementation 
of the SDGs, and to conduct regular progress reviews. 
Successful implementation is also seen as depending on ‘the 
resources, knowledge and ingenuity of business, civil society, 
the scientific community, academia, research institutions, 
philanthropists and foundations, parliaments, local authorities, 
volunteers and other stakeholders’.

Role of accountancy
Some of the SDG targets have specific relevance to the 
accountancy profession, such as improving the regulation 
and monitoring of global financial markets and institutions 
and strengthening the implementation of such regulations, 
or substantially reducing corruption and bribery. Developing 
and running sustainable businesses is also increasingly 
part of the accountant’s role. So as both individuals and 
through the representation of their professional bodies, 
accountants have an important part to play in the successful 
implementation of the SDGs. 

The accountancy profession is already helping to stimulate 
thinking around sustainability issues. ACCA, for example, 
through its Global Sustainability Forum, is looking into how 
accountants can help businesses assess and report on their 
impacts and dependencies on natural capital – the stock of 
natural resources (such as ecosystems, air and water) from which 
people can derive benefits. 

ACCA has also been holding roundtables to consider the 
factors that could boost the introduction of a living wage 
– relevant to the SDGs of ending poverty and promoting 
decent work for all. Research is also being conducted into how 
fossil fuel companies report on their risk of stranded assets 
(reserves that can’t ultimately be developed due to emissions 
controls or other factors) – an issue likely to rise up the agenda 
of investors if governments do introduce tight emissions targets 
backed up by regulation. 

Now is the time for accountants to take a leading role in 
developing sustainable business models and incorporating 
sustainability into decision-making. ■

Rachel Jackson is former head of sustainability at ACCA

Terence Jeyaretnam

‘When businesses work to create societal value, they 
do not just make a positive impact on society – they 
also perform better. In a survey EY conducted with 
the Harvard Business Review, 87% of business leaders 
believe a company performs best when its purpose goes 
beyond profit. The SDGs offer a powerful way for this 
to make a greater impact on both business and society. 
The accountancy profession has an important role in 
measuring and accounting for the value created and 
helping governments and business meet their SDG goals.’

Partner, climate change and sustainability services,  
EY Australia

Rodney Ndamba

‘Implementing SDGs in Africa should be high on the 
agenda. The goals provide the opportunity for the 
continent to work with specific and measureable targets, 
which will require continuous monitoring and evaluation 
of progress and impacts. The accounting profession has a 
critical role to play in allocating appropriate and adequate 
resources, measuring performance and reporting progress 
from both government and private sector. Achieving the 
goals and targets in Africa will be a defining factor and 
legacy for any leader in accounting, business and politics.’

Chief executive, Institute for Sustainability Africa

Adrian Henriques

‘Few can disagree with the aspiration represented by the 
SDGs. But there are questions over how it will be monitored 
(the coherence, precision and role of the targets will be 
crucial) and how it will galvanise corporate activity. There are 
also questions as to how far the SDGs really embody human 
rights. These are mentioned several times in the introduction, 
but the MDGs were equally admirable and their realisation 
was sadly lacking. To avoid this fate, we need vigorous action 
by nations as well as the unequivocal backing of companies.’

Vice chair of ACCA’s Global Sustainability Forum, and a 
sustainability, governance and CSR adviser and researcher
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Why the audit profession must evolve or die
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Evolve or die
Imagine you had the audit profession in your offi ce as a client. What course of action 
would you advise? Evolve or die, suggests Grant Thornton’s Nick Jeffrey

Once upon a time I was asked at a party what I did for 
a job. It was a polite enquiry from someone I had just 
met – there was no hidden agenda. I am ashamed to 

say I ‘confessed’ to being a fi ghter pilot. The response to 
that – ‘You’re an auditor, aren’t you?’ – not only ruined 

my evening, it also provided my friends with plenty 
of ammunition in the weeks and months to come.

Audit as a facilitator for growth

* Facilitate innovation through flexible, proportionate 
regulation and an avoidance of regulatory straitjackets.

* Providers should listen carefully to users, and 
understand who the users are, what information they 
use, and what they use it for.

This memory came back to 
haunt me when I was speaking 
at a series of ACCA/Grant 
Thornton roundtables on the 
future of audit. I fi nd my job 
interesting and challenging, 
and I know it performs a public 

benefi t, so why was I afraid that 
others would fi nd it dull? Why 

didn’t I have pride in what I did? 
Or at least insuffi cient pride to 

explain that to new acquaintances? 
Would my project with ACCA help 

auditors of the future avoid similar 
embarrassment and help them speak 

with pride and passion instead?
In recent months, ACCA and Grant Thornton have jointly 

hosted a number of roundtables about the future of audit. 
We chose locations to cover a range of business environments 

with differing characteristics, in China, the EU, Singapore, South 
Africa, the UAE, the UK and Ukraine. We invited representatives 

from a range of stakeholder groups  such as companies, providers 
of fi nance, and policymakers to a series of private open-ended 
discussions (under the Chatham House rule) to share their views 
and experiences. In November we will publish a deeper analysis 
of what we heard, together with more detailed implications and 
recommendations for policymakers and the accounting profession.

Yet with a couple of roundtables still to go, some themes have 
already emerged from the debates. »
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A consistent message was the need to get as much 
as possible from the audit. Equally important was 
the need to build user confidence and scale in the 
auditing profession before moving on to anything 
else – the market is not ready.

For others, audit has been mandatory for a 
long period. There may have been moves to 
exempt businesses of certain types or sizes from 
the audit requirement. Companies may have more 
skilled finance teams, producing more trustworthy 
financial information. Finance providers may receive 
regular financial updates as a matter of course, so 
that the annual audit report is old news and only 
confirmatory. And they may receive a regular, rich 
and varied range of information about the business, 
which is critical for investment decisions but is not 
financial and not part of the audit.

In these countries, audit is seen as a critical 
bedrock for larger companies, but with no 
value other than confirmation of what is already 
understood about a business. For companies 
that are not large or publicly traded, there 
are significant questions being asked about 
whether the audit report is useful. And if not, 

whether it should be scrapped and replaced.
This has important implications for standard-setters and 

regulators. Whatever your operating environment, a stable 
body of standards is essential. For the first group, a stable 
body of standards fosters understanding and improvement 
in audit quality. For the second group, there is a feeling that 
only marginal gains in the usefulness of an audit are available, 
which may be out of proportion to the effort required to capture 
those gains. While consistency of standards is important for 
international business, the implication is that standard-setters 
need to articulate the business benefit of changes.

Who, what, why
Where doubt in the roundtables was cast on the continuing 
usefulness of an audit report, the common misgivings were about:

* who: the report is addressed only to shareholders

* what: the report is issued months after the period end and 
covers only historical financial information

* why: the report is a standardised product with limited 
reference to particular user needs.

In other words, the audit report misses a significant group 
of potential users, and would not give them what they 
wanted when they wanted it anyway. And for ongoing users, 
the audit report is not as useful as it used to be because it 
only confirms the basis for other more timely and impactful 
information previously published by the company. That is 
never a great combination if you are seeking steady and 
sustainable revenue growth.

There was some speculation from roundtable participants 
about which other users could benefit from a form of report 
on a business. There were some ideas about what business 

Enabler of growth
Everywhere, audit was seen as an enabler of growth. At its most 
effective, it underpinned market confidence, mitigated the cost 
of capital, boosted capital flows and served as a cornerstone for 
the business environment. However, the impact of audit remains 
unfulfilled in some countries and nearing its use-by date in others.

Location, location, location
For some people, the start and end point of a discussion about 
the future of audit is historical financial statement audit. For 
others, audit has a future as part of a range of assurance services 
that address a range of user needs on a range of data sets, not 
all of which are financial. The conversations we heard could 
be split between the two groups, depending on where the 
discussion was held.

Broadly speaking, we found that what people think about the 
future of audit reflects the evolution and development of their 
local business environment. For some, audit is a comparatively 
recent offer, with finance providers mainly interested in financial 
information about a company and little else. There is limited 
interest in other assurance services that might replace or 
complement the audit. 

In such countries, the future of audit is all about building 
consistent quality and making the process more efficient for 
companies, users and auditors. The audit might be increasing 
in popularity, or demand for audit might outstrip supply. The 
auditing profession might be relatively small, making use 
of expertise from other countries, or in the early stages of 
moving from national to international standards. The quality of 
audits might be inconsistent, or there might be relatively few 
firms capable of auditing banks, utilities or the public sector. 
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demanded by the users of our assurance products. Where the 
product can be tailored and informative and respected. And 
a future assurance career which is the number one destination 
for our brightest people, simply because it is the most varied, 
interesting, rewarding (in all senses of the word) and challenging.

It is admittedly quite a stretch to imagine a complete 
turnaround where future fighter pilots hold themselves out to be 
business assurers. But I am sure that we business assurers will in 
future have greater pride in what we do. 

If we only knew what our customers want. But that is for 
another day. For now, I am off out with my nine-column, my 
pencil and my calculator. And my flying goggles. ■

Nick Jeffrey is director, public policy, at Grant Thornton

information other users needed, what they would use it for, the 
degree of reliance they wanted to place on it, and when they 
needed that information for maximum benefit. No-one knew the 
answers and there were no consistent themes.

There was agreement that relying on information about a 
business implied a degree of confidence in the quality of that 
information. The greater the degree of reliance, the greater the 
required degree of confidence. At some point, on some issue, 
there would likely be a user need for independent confirmation 
from a skilled and trusted third party.

The conclusion? Assurance
The future of audit is assurance. This is more than just a 
rebranding exercise to let auditors become providers of 
assurance services. It uses the core skills of what we refer to 
today as an auditor. 

These services collectively still offer a significant public 
benefit. But, with assurance, those skills are applied in a more 
flexible and proportionate manner to individual circumstances 
and specific user needs. Assurance therefore delivers bespoke 
services and products that should be much more rewarding for 
all parties from users to companies to firms and their people.

This has implications for policymakers. The regulatory 
environment needs to facilitate innovation in this area, even 
to the point of keeping out of the way until there is evident 
demand for standards or independent oversight of providers. 
Providers and businesses should be free to develop these 
services unhindered by excessive standards, and remain flexible 
to respond to market demands, or even changes from one 
client to the next.

Doctors make the worst patients
The key to success is knowing what your customers want. 
There has been a lot of talk in Europe about the impact that 
increasing the audit exemption limits will have on the profession. 
These roundtables have given me – someone with an audit 
background – a degree of comfort that there will always be 
a need for some form of assurance on historical financial 
information. Even in a future of virtual currency, a business will fail 
if it runs out of virtual cash. 

Throughout my career, the audit profession has been dogged 
by an expectation gap, independence scandals and being 
perceived as an increasingly unattractive line of work. In some 
countries the historical financial statement audit is thought to be 
a dying product because it is expensive but unvalued. 

All of which sounds like an extract from conversations that 
accountants have with clients every day. It is time for accountants 
to stop behaving like doctors who smoke cigarettes and drink to 
excess. If we were advising the audit profession, and faced with 
the circumstances in front of today’s audit profession, what would 
we advise our client to do? Clearly, it would be: evolve or die. 

As a public policy professional, these roundtables have 
given me renewed hope. They show a future for assurance that 
leaves behind the concerns about the expectation gap and 
the rest. A future where assurance skills are instead valued and 

Robert Stenhouse

‘Whilst “reports of the death of audit are greatly 
exaggerated”, to misquote Mark Twain, the audit 
profession cannot afford to be complacent. The real 
question is “What is the future of auditors?” By auditors, 
I mean finance professionals who can analyse business 
information, interpret it, use industry expertise and 
professional scepticism to challenge it, and communicate 
their findings. The ACCA vision is to be number 1 in 
developing professional accountants the world needs. The 
world will always need accountants with auditing skills; 
even if it decides it no longer needs audits.’

Chair of ACCA’s Global Forum for Audit and Assurance, 
and director, national accounting and audit, Deloitte UK

Sue Almond

‘For many years, the focus of standard-setters and 
regulators alike has been on audit, and especially setting 
the basis for consistent, high quality audit. This stems from 
the profession’s long-standing public value role in building 
trust and confidence in financial information. That role is just 
as important today, but perhaps in a broader context. With 
so much information available, and not just in a financial 
sense, users are working out what they need, and how 
reliable they need each element to be. Assurance may well 
be the way to differentiate quality, trustworthy information.’

Head of assurance at Grant Thornton UK and former 
ACCA external affairs director

For more information:

More on the future of audit will be published at at www.
accaglobal.com/ri and also at www.grantthornton.global
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Boost your impact
A simple technique can help you to maximise your performance in interviews and 
presentations, says Rob Yeung, plus the perfect social media presence

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: standing out

Are there any situations in which 
you would like to come across as 
more charismatic, more impactful, 
more persuasive? Think about your 
experience of speaking in a high-
stakes situation, perhaps at a big 
presentation, a critical job interview, 
or even a social occasion such as a 
wedding where you need to deliver 
a speech. Undoubtedly, these are 
times when you really want to make 
a great impression.

In my training and consulting work, 
I aim to equip clients with research-
backed techniques. An example is a 
fi ve-minute technique you can use 
to boost your impact, taken from my 
latest book, How To Stand Out, which 
was tested in an international study 

conducted by Joris Lammers, assistant 
professor at the University of Cologne, in 
collaboration with French and American 
business school academics. 

Lammers and his team identifi ed 
a group of undergraduates who were 
preparing for business school interviews. 
The investigators invited the students 
to participate in a round of practice 
interviews. Just prior to the mock 
interviews, the participants were randomly 
assigned to one of two groups. One group 
was asked to spend a few minutes writing 
about an occasion when they had felt 
powerful. The second acted as a control 
and sat quietly for the same length of time.

The mock interviewers – all experienced 
in the art – were not told which candidates 
had been given which set of instructions. 

They were simply asked to probe the 
candidates hard and then to answer a 
single question: ‘Would you admit the 
applicant to business school?’ 

The results showed a clear 
difference: of the control group who sat 
quietly, 47.1% passed the interview. In 
contrast, 68.4% of the participants who 
wrote about a power situation passed.

The implication is clear. If you want 
to maximise your chances in a high-
stakes situation, write about a previous 
situation when you felt powerful. 
Don’t just think about the situation, 
though – write about it.

I call this the ‘power paragraphs’ 
technique. Strangely, the method 
also works for written applications. A 
second experiment established that 
participants who fi rst wrote about a 
time they felt powerful created more 
persuasive written applications too.

The study has been replicated 
several times, so the technique is 
robust. Whether you are looking to 
boost your impact in a professional 
or personal situation, writing about a 
time you felt powerful – in control or 
having infl uence over another person 
or group of people – may help you to 
perform better.

There is a wider point to learn too. 
Obviously, to become a more profi cient 
professional, you want to learn only 
tools and techniques that are likely to 
work for you. So the next time a trainer 
or coach suggests you use a technique, 
ask: ‘What is the published evidence 
that this will actually work for me?’ ■

To buy How To Stand Out 
with a 30% discount, visit 
www.wiley.com and enter 
the code VBM16 at checkout.

For more information:

www.talentspace.co.uk

@robyeung
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The perfect: social media profile

A social media profile that makes you easy to find and showcases your expertise (as well 
as portraying you as professional, skilled, hardworking and yet human) isn’t impossible to 
achieve, but it is attention to detail that will make yours stand out. If you are serious about 
the professional face you are putting out there, Adam Gordon, managing director at Social 
Media Search, has the following recommendations. 

First, make sure you have a profile picture that looks like you. People don’t trust social 
media profiles without a picture of a human and a picture of your dog just looks stupid. You 

are not a dog. Second, include plenty of relevant key words so 
you are found easily when someone’s looking for an expert 
like you. And to really supercharge your profile, include links 
to your other social media accounts and other rich media 
(such as video, presentations and similar) to which you’ve 
contributed, so people get to know much more about you.

Next, if you’re looking for career opportunities or are 
offering a service, include your contact details so it’s easy for 

people to reach you. If you are also 
thinking of leveraging the power 

of social media to extend your 
network and communicate,  
think about your connections. 
The more relevant connections 
you have on LinkedIn, the 
better. ‘If you’re connected 
directly with every single 
person who you might provide 
service to, now or in the 
future, and everyone you 
might recruit now or in the 
future, you have ginormous 

competitive advantage,’ says 
Gordon. 

Overseas attraction 
A recent survey by the website 
careersinaudit.com found that 
a lack of opportunities in their 
home country would entice 
eight out of 10 accountants 
to look overseas for career 
development. This is more 
marked among those who 
have just missed out on a 
promotion or who are not 
able to find the types of role 
they are looking for in the 
open market. Top destinations 
include Qatar/UAE, Singapore, 
Shanghai, Hong Kong and 
New York.

Big Four go back to basics 
The Big Four accountancy 
firms are turning to advisory 
and management consulting 
work to supplement 
traditional accountancy and 
audit. Deloitte, KPMG and 
PwC all recently recruited 
executives from BNP Paribas, 
Deutsche Bank and Rothschild 
respectively to lead the 
growth of their investment 
banking advisory practices. 
In September Deloitte 
acquired UK-based Kaisen 
Consulting, a boutique of 
business psychologists and 
leadership consultants, and 
said it planned to expand the 
business by recruiting 700 
people – including consultants 
and project managers – 
globally by 2020.

China needs boost 
According to the Chinese 
Institute of Certified Public 
Accountants there are around 
300,000 accountants in China, 
which has a population of 
1.3 billion. This compares 
with around 327,000 
accountants in the UK, with 
its population of around 64 
million, according to the UK’s 
Financial Reporting Council. 
Former ACCA president 
Anthony Harbinson said at the 
Reuters Financial Regulation 
Summit in Hong Kong that 
China needed accountants 
for roles in government and 
regulatory organisations, as 

well as for private companies. 
‘Mainland China wants to 
develop accountants in the 
millions for both indigenous 
development and growth 
but also because Chinese 
companies are expanding out 
beyond the borders of Asia 
and they want people who 
understand what it’s like in an 
international market.’

New career paths needed 
The digital age and a growing 
global economy have created 
a need for new types of 
accounting career path 
than most people realise. 
According to survey results 
from US university DeVry, 
nearly half of respondents 
do not believe accounting is 
an in-demand field, though 
the US Bureau of Labor 
Statistics projects it will grow 

13% between 2012 and 2022, 
with select specialisations 
projected to grow even 
faster. Forensic accounting, IT 
consulting and global business 
management have emerged 
as growing opportunities 
for accounting graduates 
in almost every industry. 
Global companies now 
employ forensic accountants, 
and nearly 40% of the top 
100 accounting firms in 
the US now have forensic 
accounting departments.

Multitasking ‘mare
As the demands of 
technology and social media 
in the workplace multiply, 
multitasking is becoming a 

bigger part of accountants’ 
jobs, according recruitment 
agency Randstadt Financial 
& Professional. In a poll of 
UK accountancy and financial 
services professionals, 63% of 
respondents said they have to 
deal with more multitasking 
in their working lives than 
they did two or three years 
ago (juggling admin, calls 
and emails with client work). 
Asked if they ever change 
their environment to reduce 
multitasking, only two-fifths of 
respondents said yes. ■

Compiled by Adam Akbar, 
MD, Bronzegate – finance 
leadership search adamakbar@
bronzegate.co.uk 
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Checking out
A seismic shift is taking place in the UK supermarket sector, with former giants  
reduced to scrabbling underdogs. Tony Grundy looks at their rise and fall

Structurally, the supermarket industry has become more 
difficult – the score for buyer power is down from two to one – 
especially with budget-consicous shoppers and niche low-cost 
entrants addressing their needs. Rivalry also scores low, as it is 
severe – the industry is protected mainly through low supplier 
power and continuing barriers to entry, although these are being 
tested. Worringly for supermarkets, after the bad publicity over 
how suppliers are treated, this score of three could be reduced.

Years ago the scores would have been much higher – say, 11 
for the food business and higher for non-food. Porter’s five-forces 
framework matters because it influences operating profit margin 
and thus return on net assets –  a key driver of shareholder value.

The market
There are three groups of players in competition:

* the premium, niche players – M&S and Waitrose (see the 
March edition of this column on John Lewis)

* the supermarket majors – Tesco, Sainsbury, Asda and Morrisons

* the cost-leadership niche players – Aldi, Lidl and Netto.
Over recent years, the supermarkets at the top and bottom of the 
price spectrum have fared best – that is, Waitrose, Aldi and Lidl. 
Tesco and Sainsbury have been particularly exposed to the attack 
of the discounters, as they operate with higher prices. Asda has 
fared better, with its longstanding focus on ‘everyday low costs’ 
– a mentality that pervades the corporate mindset – but such has 

UK supermarket CEOs have a lot on their minds these 
days. Top of the list is increased price competition, 
particularly from the discounters. But they have also 

had to worry about overcapacity (particularly in non-food), 
internet competition, scrutiny over supplier relationships and 
accounting for ‘deals’, and how to reduce costs. 

Clearly, these issues reflect the sector’s maturity. Accounting 
for supplier deals has been a particular problem for the UK’s 
largest supermarket, Tesco, which is being investigated by the 
Serious Fraud Office and the Financial Reporting Council after 
overstating half-year profits by £263m in 2014. The press has 
suggested that there is a wide practice in the sector of asking for 
very high levels of supplier support in return for the privilege of 
prominent product displays and other incentives.

So how does the supermarket CEO come up with novel, 
strategic ideas? In the late 1990s I worked with one of the major 
players on projects relating to non-food, to small-format stores and 
to their online business. Around that time there was very much a 
‘prospector’ strategy, as gurus Raymond Miles and Charles Snow 
call it, with a pervasive mindset of giving things a try. Now the 
general mood tends to the ‘defender’ strategy – attempting to 
repel intruders like Aldi, Lidl and Netto from the competitive space.

The diagram below maps the industries we have looked at in 
this column in the past against Porter’s five competitive forces. 
Supermarkets come bottom of the overall ranking. 

Buyer power

Competitive rivalry

Entry barriers

Substitutes

Supplier power

Total

    Accountants Opticians Funerals Oil and gas Supermarkets

10 12 13 11 9

Fo
rc

es

Industries

Very attractive Medium attractiveness Low attractiveness

Porter’s competitive forces
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For more information:

See more on Porter’s five competitive forces at  
bit.ly/1YDeLXG

www.tonygrundy.com 

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd

been the ferocity of the discount retailers that even Asda, which 
is owned by Walmart, the world’s biggest supermarket chain, 
faces challenges. 

The discounters have much simpler business models, which 
allow them to drive costs down to levels extremely difficult for 
the bigger, diversified chains to emulate. They can therefore set 
prices at levels that allow them to naturally gather relative market 
share. With more integrated buying across their European 
operations, they also gain economies of scale.

In the 1990s when the discounters first came onto the UK 
scene, Tesco started its sub-brand ‘Value’ range, to keep 
customers from switching to Lidl and Aldi. Two decades on, the 
discounters are much bigger and stronger. They have improved 
their reputation for quality – for example, the media scores Lidl’s 
wine the best value for money – and are now advertising too. If 
they improved their queues at the cash tills, that would further 
reduce barriers to switching.

The wrong aisle 
Few would have thought 10 years ago that Tesco – then trumpeting 
breaking the £2bn profit barrier and with Terry Leahy at the helm – 
would end up with many of its top team on gardening leave.

Tesco’s slide may have come as a surprise, but I began to 
sense a drop in its strategic health a few years ago, particularly 
in light of the decline in its previous customer service advantage 
between 2009 and 2012. When it issued £5 vouchers for every £40 
spent in late 2011, I knew it was in serious trouble. Why give away 
12.5% of your sales when you have margins at best around 5-6%?

Tesco’s fall will no doubt be a turnaround case study for 
MBA students for years to come. Its new CEO, David Lewis, 
who joined from Unilever, faces a massive challenge, not only in 
reviewing the strategy but also in finding a new leadership team 
and addressing the management culture. Tesco won brownie 
points by freezing, and in some cases mothballing, its new store 
openings, but that is only a small part of the jigsaw. It also has a 
big overcapacity problem, especially in non-food, which is being 
eroded through the rise of online.

The latest strategy from Tesco is to sell brands at knock-down 
prices. The only Porter’s force that scores positively for Tesco is 
supplier power. Lewis’s team seems to have turned to that to 
squeeze out more sales. But have the issues of how they deal 
with suppliers been addressed? Is this a short-term tactic or a 
sustainable strategy? ■

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

‘How to’ video 

Tony Grundy looks at lessons in 
strategy to be learnt from the successful 
business model of Hot Bikram Yoga. See 
http://bit.ly/1jzVC94
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Welch’s winning ways
In the first of a two-part series, David Parmenter looks at what finance teams can learn 
from the wisdom of leadership expert Jack Welch, who set sparks flying at General Electric

He was crowned ‘manager of the 20th century’ by 
Fortune magazine, but Jack Welch – the man who as 
CEO took General Electric (GE) from a market value of 

$10bn to $500bn in 20 years – is that and more. I view him as 
a ‘paradigm shifter’. 

Anybody lucky enough to have attended a Welch 
presentation will have witnessed at work one of the best 
management communicators in the world, and hundreds of his 
‘one-liners’ will outlive him.

Welch had many mentors along his journey, including the 
renowned management thinker, Peter Drucker. He counsels against 
the belief that there is a single, ‘right’ mentor for any individual, 
saying there may be several over a lifetime; he also views 
mentoring holistically, pointing out that a mentor can be a staff 
member lower down the hierarchy who passes on their knowledge.  

All great leaders are great in a crisis, and Welch is no 
exception. He would take the necessary action, face the criticism 
and move on, based on his belief in the five stages of a crisis:
1 The crisis will be worse than it first appears.
2 The bad news will come out sometime so you may as well 

face the music now.
3 The press will portray the situation in the worst possible light.
4 There will be carnage.
5 The organisation will survive.
Welch was aware that many of GE’s investments did not make 
sense but was prepared to cut the losses, admit when he had 
made an error of judgment and move on. If a business did not 
meet the strict criteria of being either number one or two in its 
sector, his ruthless view was ‘fix it, sell it or close it’.

Welch was one of the first CEOs to talk about ‘candour’, by 
which he meant being honest and upfront with underperforming 
staff. One has to realise that underperforming staff members may 
be in the wrong place at the wrong time; encouraging them to 
follow their passion, to find the job in which they will excel, is the 
kindest thing you can do for them. 

Welch adopted a 20/70/10 ‘differentiation’ rule. The top 20% of 
performers should be promoted into jobs that fit their strengths; the 
next 70% should be assisted to meet their potential better; and the 
bottom 10% should be persuaded that their future lies elsewhere.

He saw recruiting and promoting people more skilled than 
himself as a positive thing, calling it laying the ‘golden egg’, 
and took great care choosing his own successor from the great 
wealth of talent who had thrown their hats into the ring. ■

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

Next steps

1 As a priority, read Winning, by Jack Welch with Suzy 
Welch, published by Harper Business in 2005, available 
at bit.ly/1JrBZ7W. 

2 Get into the habit of reading at least three chapters a 
week from the great business writers.

3 Email me at parmenter@waymark.co.nz for a 
recommended-reading list of the business writers who 
are paradigm shifters.

From the library of Welch one-liners

* ‘If you are big enough you can go to bat often, take a 
swing and miss a few and still be in the game.’

* ’Never buy a company with a culture that does not 
match yours.’

* ‘Use every brain in the game.’

* ‘Ponder less and do more.’

For more information:

www.davidparmenter.com
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IFRS 3: user views
Graham Holt takes a look at the main issues raised in 
the feedback received by the IASB on IFRS 3

The International Accounting 
Standards Board (IASB) 
recently completed its 
post-implementation review 
(PIR) of IFRS 3, Business 
Combinations. It concluded 
that there is general 
support for IFRS 3 and 
its related standards 
but that there are 
several areas where further 
research is required. This 
article examines the main 
issues raised in the feedback 
received by the IASB.

By defi nition, IFRS 3 
only applies to ‘business’ 
combinations. The standard 
defi nes a business as an 
‘integrated set of activities and 
assets that is capable of being 
conducted and managed for 
the purpose of providing a 
return in the form of dividends, 
lower costs or other economic 
benefi ts directly to investors 
or other owners, members 
or participants’. 

It further states that a 
business consists of inputs and 
processes applied to those 
inputs that have the ability 
to create outputs. The PIR 
found that most participants 
believed there were benefi ts 
in having separate accounting 

treatments for business 
combinations and asset 
acquisitions. Many users 
believed that it was sometimes 
diffi cult to assess whether an 
asset acquisition was related 
to a business because the 
defi nition of a business was 
too broad and more guidance 

It can be argued that a 
separate accounting treatment 
for business combinations 
and asset acquisitions is 
conceptually justifi ed only 
with respect to whether or 
not goodwill is recognised. 
The main differences in the 
accounting treatment of 
an asset acquisition and a 
business combination relate 
to deferred tax, contingent 
payments and acquisition 
values. Given the diffi culties 
in determining whether the 
transaction is a business 
combination, it was felt that 
the IASB should revisit whether 
the differences in accounting 
treatment are really justifi ed. 
Applying the defi nition of a 
business is problematical in 
certain industries – such as real 
estate, extractive activities, 
and pharmaceuticals.

IFRS 3 requires all assets 
acquired and liabilities 
assumed in a business 

combination to be measured 
at acquisition-date fair value. 
Fair values do allow users to 
understand the transaction 
better. However, fair value 
makes any comparison 
between companies that grow 
organically and those that grow 

through acquisitions 
very diffi cult. Where 
inventory is increased 
in value due to the 

fair value exercise, an 
entity’s profi tability is 
reduced in the next 
accounting period 

following the acquisition. 
It appears that entities have 

had several problems when 
fair valuing net assets on a 

business combination.
IFRS 3 requires the 

separate identifi cation and 
measurement of intangible 
assets and goodwill, 
irrespective of whether the 
entity had recognised the 
asset prior to the business 
combination occurring. 
However, due to the lack of 
suffi ciently reliable data and 
the unique nature of many 
intangibles, intangible assets 
are particularly diffi cult to 
measure, especially customer 
relationships, intangible assets 
with no active market, and 
development intangible assets.

There are varying views 
on the separate recognition 
of intangible assets from 
goodwill because of the 
subjectivity involved. One 
view is that these intangible 
assets should be recognised 
only if there is a market for 
them whereas an alternate 
view is that the identifi cation 
of the intangibles provides 
insights into the purchase 
and an understanding of 
the components of the » 

What users think of IFRS 3 

Technical: Business combinations
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IFRS website >

Most participants 
saw benefits in 

having separate 
accounting 
treatments 

for business 
combinations and 
asset acquisitions

is needed on when 
an asset acquisition 
is not a business. 
For example, the 
wording ‘capable 
of being conducted 
as a business’ 
was unhelpful in 
deciding whether a 
transaction includes 
a business. Some 
sets of assets may 
be considered as 
a business in one 
industry but not 
in another.
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acquired business. 
Many intangible 

assets are unique, not 
easy to value and 
valuation methods are 
often complex.

In addition, the 
measurement of 
contingent consideration is 
highly subjective. Contingent 
consideration must be 
measured at fair value at 
the time of the business 
combination and is taken into 
account in the determination 
of goodwill. Contingent 
consideration classifi ed as an 
asset or liability is measured 
at fair value at each reporting 
date, and changes in fair value 
are recognised in profi t or loss. 

An example given by the 
IASB was the pharmaceutical 
industry. Here, the research 
and development stage 
of a drug can constitute a 
signifi cant period before it 
comes to market. Therefore, 
contingent consideration 
payments linked to the 
success of the drug can 
be diffi cult to fair value 
at the acquisition date or 
within 12 months of that 
date. Furthermore, many 
participants felt that the 
IASB should reconsider the 
subsequent accounting for 
contingent consideration. 

Where contingent 
consideration is directly linked 
to an acquired intangible 
asset such as the research 
and development of a drug, 
the values of the liability and 

the intangible asset change in 
relation to the development 
of the project. The argument 
is therefore that in order to 
avoid an accounting mismatch, 
changes in the fair value of the 
liability should be adjusted 
against the value of the related 
intangible asset, instead of in 

the fair valuation exercise is 
not helped by the current lack 
of guidance in IFRS 3.

There was interesting 
feedback on the treatment 
of goodwill and bargain 
purchases on acquisition. 
IFRS 3 states that where the 
acquirer has made a gain from 
a bargain purchase that gain 
is recognised in profi t or loss. 
If the gain from a bargain 
purchase is properly disclosed, 
then investors have the choice 
of stripping out or leaving in 
gains from bargain purchases 
in their assessment of the 
entity’s performance. 

Many investors have no 
strong views on accounting for 
bargain purchases although 
some think that such gains 
should be shown in OCI (other 
comprehensive income). IAS 
36, Impairment of Assets, 

Contingent 
consideration 

must be 
measured at fair 
value at the time 

of the business 
combination

states 
that 
goodwill should be 
tested for impairment annually 
and thus is not amortised. 
However, investors have mixed 
views on the impairment-only 
approach to goodwill.

Investors who support the 
impairment approach feel 
that the current practice is 
useful, as it relates the price 
paid to what was acquired and 
helps in the  calculation of the 
return on the investment. The 
impairment approach further 
refl ects whether an acquisition 
is working as expected and 
confi rms the current ‘value’ of 
goodwill. However, there are 
alternative views. 

Purchased goodwill 
is gradually replaced by 
internally generated goodwill 
over time (which is the 

profi t or loss. 
Contingent 

liabilities that are a 
present obligation 
and can be 
measured reliably 
are recognised 
in a business 
combination. 
However, the fair 
value of contingent 
liabilities is diffi cult 
to measure as 
fair value relies 
on a number of 
assumptions and 
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Think ahead

principle 
behind not 
allowing any 
impairment reversal), hence 
goodwill should be amortised. 
The useful life of goodwill can 
just as easily be calculated 
as that of other intangibles, 
and amortisation would 
reduce the volatility in profi t 
or loss as compared to annual 
impairment charges. 

As mentioned above, the 
identifi cation of intangibles on 
acquisition is diffi cult, therefore 
the amortisation of goodwill 
would reduce this pressure as 
both goodwill and intangible 
assets would be amortised. 

The Accounting Standards 
Board of Japan (ASBJ) 
has published a research 
paper, which reviews public 
disclosures regarding 
goodwill amortisation under 

the Japanese accounting 
standards. The ASBJ staff 
found that it is diffi cult 
to conclude that the 
impairment-only approach 
is superior to the 
amortisation approach. 
The majority of Japanese 
fi nancial statement users 
expressed support for the 

amortisation approach.
It is inevitable that 

managerial discretion will 
be used in recognising 
impairment of 
goodwill as it involves 
signifi cant judgment. 
There is an opinion 

that the impairment 
test is complex, time-

consuming and expensive. 
The value in use calculation 
has its limitations, due to the 
diffi culty in determining the 
pre-tax discount rate, the 
subjective assumptions used 
in the calculation and the 
requirement to use the most 
recent approved budgets, 
which over time can be 

substantially different from 
the business plans at 
acquisition. In addition, 
the allocation of goodwill 
to cash-generating units 
is subjective, as is the 

re-allocation of goodwill 
when a restructuring occurs.

Many investors do not 
support a measurement 
choice for non-controlling 
interest (NCI). IFRS 3 allows 
an accounting policy choice, 
available on a transaction by 
transaction basis, to measure 
NCI either at fair value or the 
NCI’s proportionate share of 
net assets of the acquiree. 
However, investors were 
divided on which policy was 
preferable. The measurement 
of NCI at fair value creates 
practical diffi culties where, 
for example, the shares of 
the acquiree are not traded 
in an active market. As part of 
accounting for the business 
combination, the acquirer 
remeasures any previously 
held interest at fair value 
and takes this amount into 

account in the determination 
of goodwill. Investors do not 
consider these gains (or losses) 
in their valuation models and 
thus they feel that it would be 
useful to have these gains (or 
losses) clearly identifi ed in the 
fi nancial statements.

Many investors feel that 
it is often diffi cult to assess 
the subsequent performance 
of the acquired business and 
think that better disclosure is 
required. In particular, they 
fi nd it hard to determine how 
much the business has grown 
organically as opposed to 
through acquisitions. More 
information on the operating 
performance of the acquired 
business after the business 
combination is, in their 
opinion, required, specifi cally, 
information on its revenues 
and operating profi t.

IFRS 3 requires the 
disclosure of the revenue 
and profi t or loss of the 
combined entity for the 
current reporting period as 
though the acquisition date 
for all business combinations 
that occurred during the year 
had been as of the beginning 
of the annual reporting period. 
Entities fi nd it very diffi cult 
to disclose this information 
because information prior to 
the acquisition is not always 
readily available. Because 
of the practical limitations and 
the signifi cant effort required 
to determine the disclosures, 
they think the IASB should 
consider providing some 
relief from this disclosure 
requirement. The IASB 
has expressed its opinions 
on the signifi cance of the 
above points. ■

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

For more information:

www.ifrs.org  
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Technically speaking
Aidan Clifford looks at changes to the auditing of bank loans, new arrangements for 
collecting small debts, and the tax issues facing Airbnb hosts 

Compliance in audit
Apparently an average corner 
shop not only requires up 
to 105 different licences to 
operate but most of those 
licences are not coterminous, 
make use of different 
application forms, and have 
different application criteria. 
The requirement for a shop to 
have a licence to sell wine and 
beer is pretty well known, but 
how many people know that a 
licence is also required for the 
sale of eggs? 

ISA 250, Consideration of 
Laws and Regulations in an 
Audit of Financial Statements, 
requires an auditor to identify 
the laws and regulations 
applicable to the entity and 
to consider whether non-
compliance with those laws 
might be material to the 
audit. This requirement brings 
up the thorny problem of 
the 105 different regulations 
applicable to a corner shop 

– how do auditors find out 
what laws and regulations 
are applicable to a specific 
audit client? 

The Department of Jobs, 
Enterprise and Innovation 
has made this task easier by 
setting up a website to assist 
entrepreneurs in identifying 
the laws and regulations 
applicable to their startup 
business and identifying the 
state agencies that assist with 
compliance. Auditors can 
simply go to the site, select 
the relevant industry sector, 
and get a simple list of all 
the regulations applicable to 
that sector. 

Grants and other financial 
assistance available in each 
economic sector are also 
highlighted on the portal, so 
any SME adviser will find it a 
particularly valuable website 
to browse. 

The website can be found 
at businessregulation.ie.

Small debt recovery
If you have ever tried to 
collect a small debt from a 
person unwilling to pay, you 
will welcome the news that 
the process has just been 
made easier. The Civil Debt 
(Procedures) Act 2015 was 
designed for Irish Water but 
is equally accessible to a 
landlord trying to collect rent 
or an accountancy practice 
trying to collect a fee, or 
indeed anybody trying to 
collect a debt of between €500 
and €4,000. 

While the Act has not 
yet come into force, it is 
expected that an application 
can be made to court and the 
debt collected by way of an 
attachment to employment 
earnings or social welfare. 

Clearly, this won’t be 
effective for the ‘can’t pay’ 
brigade as the judge’s 
imposition of an order for €5 a 
month or whatever will leave 
a creditor still collecting it well 
into their retirement. However, 
it will be effective for ‘won’t 
pay’ debtors as the employer 
will have to adhere to the 
attachment order or itself 
become liable for the debt. 

And as for rent allowance 
recipients who refuse to pay 
the allowance over to their 
landlord, landlords can seek 
simply to have it attached and 
paid directly to them. 

The Act is not available 
to banks and other financial 
institutions. 

You can find the text of the 
Act at bit.ly/CDA-procedures. 

Bank loan audits 
A review to determine whether 
the auditors of covered 
institutions complied with 
the relevant standards when 

auditing bank loans and the 
associated provisions for 
2008/09 has reported. 

The report, On the review 
of the audit of the provisions 
for impairments for the 
Irish covered institutions for 
financial year-ends between 
30 September 2008 and 31 
March 2009, was instigated 
by the Irish Auditing and 
Accounting Supervisory 
Authority (IAASA) and 
prepared by the Chartered 
Accountants Regulatory Board 
(CARB), which is the regulatory 
arm of Chartered Accountants 
Ireland (CAI). In future, IAASA 
will undertake the scrutiny of 
the largest audit firms, but at 
the time it was CAI that was 
doing the monitoring.

The report’s overall 
conclusion was that audit work 
on impairment provisions was 
satisfactory, with the audit firms 
generally applying appropriate 
procedures and complying 
with the relevant standards. In 
a small number of instances 
where the audit firms did not 
fully comply and areas for 
improvement were identified, 
these were not material. 

The report also noted that 
many standards have since 
been amended. It appears 
from the report that much of 
the blame for bank failure was 
placed on the inadequacies of 
IAS 39, Financial Instruments: 
Recognition and Measurement. 
Accounting standards allow 
for a true and fair override 
to be made available where 
a standard does not give a 
‘true and fair’ presentation. 
IAS 39 notes that the true and 
fair override is to be used in 
‘extremely rare circumstances’. 

The full report from CARB 
is at bit.ly/CARB-review. 

Aidan Clifford is advisory 
services manager, 

ACCA Ireland
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Credit union news
The August 2015 edition of 
the Central Bank publication 
Credit union news has been 
issued. The publication 
includes articles on the 
lending restrictions review 
programme, consultation 
paper 88 on regulations, credit 
union restructuring, fitness and 
probity, the new requirements 
for attached savings, anti-
money laundering, the 
minimum reserve requirement, 
and a very useful list of Central 
Bank contacts for queries.

To read the August 2015 
issue, go to bit.ly/CU-News-3.

CLG disclosures
It appears that the Companies 
Act 2014 does not allow a 
company limited by guarantee 
(CLG) to use the words 
‘income and expenditure 
account’ instead of ‘profit 
and loss account’ in its 
financial statements. 

The old 1986 Act set the 
standard format of accounts we 
are all used to, but exempted 
entities that were not trading 
for a profit. These entities used 
to fall back on schedule 6 of 
the 1963 Act, which allows the 
use of the description ‘income 
and expenditure account’. 
However, the new 2014 Act 
does not appear to allow this, 
so CLGs are stuck with using 
the description ‘profit’ even 
though they make surpluses 
rather than profits. 

Section 407 provides a 
one-year reprieve for not-for-

profit entities wishing to use 
the traditional descriptions. 
However, the reprieve will be 
of limited application.

The Department of Jobs, 
Enterprise and Innovation has 
been made aware of the issue. 
While it is being addressed, 
CLGs could use the true and 
fair override. The override 
would allow not-for-profit 
entities to continue to use 
the description ‘income and 
expenditure account’ where 
this was necessary to show a 

true and fair view. 
When the true 

and fair override 
is used, S291(5) 
requires that ‘the 
reasons for it and 
its effect shall be 
given in a note 
to the financial 
statements of the 
company’. 

Such disclosure 
could run as 
follows: ‘The 
directors have 
availed of the 

provisions of Section 291(5) 
of the Companies Act 2014 to 
use a format for the financial 
statements that better 
describes the activities of a 
company not trading for a 
profit. The main change is that 
the title “profit and loss” has 
been replaced with the title 
“income and expenditure”, 
along with consequential 
changes in descriptions of 
certain items to be consistent 
with descriptions appropriate 
to the not-for-profit sector.’ 

Single premium pension
As we come up to tax season 
in October, lots of accountancy 
practice clients will be making 
single premium pension 
contributions. If the practice 
arranges the contribution for the 
client, then it has to complete a 
small amount of documentation 
to demonstrate its compliance 
with the investment business 
rules in the matter. 

A short checklist has been 
developed for use in those 
circumstances where existing 

Simply go to the 
website, select the 

relevant industry 
sector, and get a 
simple list of all 
the regulations 

applicable to 
that sector

clients are making further 
annual contributions to pension 
schemes as part of the annual 
review of their finances and 
tax position. The checklist 
should not be used as part of 
the toolset for advising a client 
for the first time; it is intended 
to be used only to assist 
with annual, single premium 
payments to pension schemes. 

The checklist is available at 
bit.ly/pen-checklist. 

More Airbnb grief
If Airbnb hosts exceed €36,000 
in income in a year, then 
they need to register for VAT 
(as well as pay income tax). 
More importantly, any sole 
trader who is VAT-registered 
for their business (or farm) 
must also charge VAT on all 
Airbnb income. 

If an Airbnb host has 
exceeded the limit or has 
another VAT-registered trade 
and has not charged VAT, then 
Revenue will treat the income 
as VAT-inclusive and issue a 
VAT demand. ■

▼ Indispensable
The Central Bank has 
published the August 
2015 edition of Credit 
union news, with key 
features and contacts 
for the sector
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which countries are 
expected to move towards 
over time, including 
introducing measures 
to generally limit tax 
deductions for interest and 
related expenses

3 guidance on best practice. 
If countries choose 
to implement certain 
measures they should 
follow OECD guidelines, 
including if strengthening 
controlled foreign 
corporation rules.  

Now that the reports have 
been published, the focus 
over 2015 and 2016 will be on 
the implementation of these 
measures. Countries will be 
introducing changes to their 
domestic law and there will 
be changes to multilateral tax 
instruments to underpin the 
BEPS proposals. 

From an Irish perspective, 
the minister is expected to 
announce certain measures in 
Budget 2016 on 13 October, 
including the introduction of a 
new Knowledge Development 
Box (KDB), which is in line with 
OECD parameters for patent 
boxes. Under the KDB, income 
arising from qualifying IP assets 
will be subject to a preferential 
rate of corporation tax.  

The minister is also 
expected to announce the 
introduction of the country-by-
country reporting framework. 
This requires certain large 
multinationals to provide tax 
administrations with information 
on their revenues, profits and 
taxes, along with indicators of 
activity in each jurisdiction.

ROS deadline looms
The ROS Pay & File deadline 
for 2015 is 12 November. The 
extended phone access hours 

Tax update
Cora O’Brien highlights the OECD’s strategy on BEPS and the EU’s directive on cross-
border corporate tax rulings, and looks at Ireland’s new electronic tax clearance regime

HRI extended
Minister for finance Michael 
Noonan announced that the 
Home Renovation Incentive 
scheme will be extended for 
another year to 31 December 
2016. The scheme provides tax 
relief by way of an income tax 
credit on the costs of repair, 
renovation or improvement 
works on a person’s home or a 
landlord’s rental property, once 
the work is carried out by tax-
compliant contractors. 

The scheme has proved 
very popular; over 37,900 
works have been registered 
across more than 27,000 
individual properties 
nationwide since it began.

Information is available on 
the Revenue website.

BEPS reports released
The Organisation for 
Economic Cooperation 
and Development (OECD)
published a package of key 
measures from its Action Plan 
on Base Erosion and Profit 
Shifting (BEPS) in October. 
The package provides a 
comprehensive reform of the 
international tax framework 
with recommendations to 
address concerns identified 
by the OECD in its 15-point 
action plan of July 2013. 

Thirteen reports have been 
published and are available 
on the OECD website. The 
reports are divided into three 
categories for implementation 
by OECD countries:  
1 minimum standards that 

must be introduced, 
including adoption of 
more detailed transfer 
pricing documentation 
requirements by 
OECD countries

2 common approaches, 

for the ROS technical helpdesk 
and the payments support 
deadline are on the website; 
phonelines will remain open 
until midnight on the filing 
deadline day.

New eTC regime 
A new electronic Tax 
Clearance (eTC) regime will 
be introduced from 1 January 
2016. As part of the transition, 
tax clearance certificates 
issued in 2015 will have 
different expiry dates; those 
issuing from October until 
December will have a 30 June 
2016 expiry date.

All new applications for a 
tax clearance certificate must 
be made through the new 
service from 1 January 2016. 
Under the new system there 
will be no expiry date on a 
certificate; tax clearance will 
be reviewed on an ongoing 
basis, which means it will 
be critically important that 
taxpayers stay up to date with 
their tax affairs.

Under the new system, 
when you apply online for 
clearance you will be given a 
tax clearance access number. 
You can provide this to public 
service bodies or third parties 
who wish to verify your tax 
clearance status.

Revenue decision reviews
If you are unhappy with 
a Revenue decision, you 
can seek to have your case 
reviewed under Revenue 
complaints and review 
procedures. You can choose to 
have your case reviewed by an 
internal or external reviewer. 
Revenue has published a 
sample of anonymised cases. 
This is aimed at improving the 
transparency of the review 
process. The sample cases 
are now available on the 
Revenue website. ■

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

EU directive focuses on information exchange

A new European Union directive aimed at improving the 
exchange of information and enhancing tax transparency 
is being introduced. The directive will require member 
states to exchange information automatically on advance 
cross-border tax rulings, as well as advance pricing 
arrangements for transfer pricing purposes. There are 
certain exclusions in relation to SMEs. The directive will 
be effective from 1 January 2017 but will apply to rulings 
made in the previous five years (from 2012).

54

Accounting and Business 11/2015

Technical | Update

IE_T_UpdateOBrien.indd   54 14/10/2015   17:09

mailto:cobrien@taxinstitute.ie


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

Ethical and auditing 
standards
The Financial Reporting 
Council (FRC) consultation, 
Enhancing Confidence in 
Audit, includes revisions 
to Ethical and Auditing 
Standards, the UK 
Corporate Governance 
Code and related Guidance 
on Audit Committees. 
These include: 

* a revised ethical 
standard for audit and 
other public interest 
assurance engagements 
incorporating changes 
required by the new 
European Union Regulation 
and Directive on statutory 
audit (ARD)

* revised quality control 
and auditing standards 
incorporating, where 
necessary, specific 
requirements of the ARD, 
guidance to address UK 
and Irish legislation, and 
cultural and business 
issues. The FRC is of the 
view that auditor reporting 
related to going concern is 
in the public interest and 
is valuable to investors. 
The FRC therefore 
proposes, in addition 
to the enhancements 
made by the International 
Auditing and Assurance 
Standards Board, to include 
additional UK requirements 
on the reporting of the 
going concern basis 
of accounting and 
related uncertainties

* changes to the UK 
Corporate Governance 
Code, which are being kept 
to the minimum required to 
align with the ARD and to 
limit the regulatory burden

* rewritten Guidance 

on Audit Committees 
to take account of 
amendments to the code 
and regulatory framework, 
and recommendations put 
forward by the Competition 
and Markets Authority, 
many of which coincide 
with amendments made by 
the ARD. 

The proposed changes to 
the code and the revised 
Ethical Standards and Auditing 
Standards will apply to 
financial periods beginning 
on or after 17 June 2016, the 
implementation date of the 
ARD. The consultation closes 
on 11 December. More at 
www.accaglobal.com/
advisory.

New GAAP
Updates to FRS 100, 
FRS 101 and FRS 102 have 
been made. In addition to 
minor typographical and 
presentational corrections, 
each has been updated 
as follows:

* Updates from FRS 100 
issued in November 2012 
include: 

 a)  the withdrawal of FRS 27, 
Life Assurance (as set 
out in FRS 103, Insurance 
Contracts, issued in 
March 2014) 

 b)  consequential 
amendments to 
FRS 102 included 
in FRS 104, Interim 
Financial Reporting, 
issued in March 2015 

 c)  amendments to FRS 
100 issued in July 2015, 
and 

 d)  an editorial amendment 
to paragraph A2.19 to 
include a reference to 
the strategic report.

* Updates from FRS 101 

issued in August 2014 
include amendments 
to FRS 101, Reduced 
Disclosure Framework – 
2014/15 cycle, and other 
minor amendments issued 
in July 2015.

* Updates from FRS 102 
issued in August 2014 
include: 

 a)  an editorial amendment 
to Section 12, Other 
Financial Instruments 
Issues, in relation to 
the examples of hedge 
accounting issued on 
17 September 2014 

 b)  amendments to FRS 
102, Pension obligations, 
issued in February 2015 

 c)  consequential 
amendments to FRS 
102 included in FRS 
104, Interim Financial 
Reporting, issued in 
March 2015 

 d)  amendments to FRS  
102, Small entities 
and other minor 
amendments, issued in 
July 2015.

More at www.accaglobal.
com/advisory.

FRS 102 – FRC guidance
The Financial Reporting 
Council has prepared 15 
Staff Education Notes for 
the users of FRS 102, which 
aim to illustrate certain 
requirements. More details, 
along with other FRS 102 
guidance, are at www.
accaglobal.com/advisory.
 
Consultations
A number of consultations 
and discussion documents 
have been issued, closing in 
November. They include:
Public consultation on 
modernising VAT for cross-

border e-commerce. The 
European Union consultation 
runs until 18 December 
and is part of the ongoing 
assessment of the new rules 
for VAT payments on cross-
border telecommunications, 
broadcasting and electronic 
services (VAT MOSS), 
which came into force 
earlier in the year. The 
consultation highlights 
that the ‘Commission will 
propose simplification 
measures for small business 
including an appropriate 
threshold’. Proposals include:

a)  extending the current 
single electronic 
registration and 
payment mechanism 
to cover the sale of 
tangible goods

b)  introducing a VAT 
threshold to help 
online start-ups and 
small businesses

c)  allowing cross-border 
businesses to be 
audited only by their 
home country for VAT 
purposes

d)  removing the VAT 
exemption for the 
import of small 
consignments from 
suppliers in third 
countries.

More at www.www.
accaglobal.com/advisory. ■
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Watch our video 
on lease accounting 
ahead of the publication 
of the final standard: bit.
ly/acca-lease. See the 
January 2016 edition of 
AB for more guidance. 
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Tax diary
The Irish Tax Institute supplies important dates and deadlines for December 2015 and 
January 2016, which financial professionals working in Ireland will need to take note of

General

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

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

Capital gains tax
15 December
Deadline for payment of 
CGT on taxable gains arising 
in the period 1 January 2015 
to 30 November 2015. 

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

The four-year rule
31 December
Deadline for submitting 
a claim for repayment of 
corporation tax or income tax 
in relation to the year ended 
31 December 2011. 

Companies

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

Corporation tax
21 December
Due date for payment of 
preliminary tax for companies 
with a financial year ended 31 

January 2016 (ROS extension 
to 23 December 2015).

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

Corporation tax
21 December
Due date for payment of  
initial instalments of 
preliminary tax for large 
companies with a financial  
year ended 30 June 2016  
(ROS extension to 
23 December 2015).

Form 46G – return of 
third-party information
31 December
Last date for filing third-
party payments return 
46G for companies with 
a financial year ending 
31 March 2015.

R&D tax credit
31 December
Deadline for claiming 
R&D tax credit for R&D 
expenditure incurred in an 
accounting period ended 
31 December 2014.

General

PAYE 
14 January  
P30 monthly return and 
payment for December 
2015 (ROS extension to 23 
January 2016).

PSWT
14 January 
F30 (PSWT) monthly return 
and payment for December 

2015 (ROS extension to 
23 January 2016).

VAT
19 January 
Bi-monthly VAT3 return 
and payment for the period 
November/December 
2015 (ROS extension to 
23 January 2016).

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

CGT
31 January  
Due date for payment of 
capital gains tax for disposals 
in December 2015.

Companies

DWT 
14 January 
Dividend withholding tax 
return filing and payment 
date for distributions made 
in December 2015. 

Corporation tax
21 January  
Due date for payment 
of preliminary tax for 
companies with a financial 
year ended 28 February 
2016 (ROS extension to 
23 January 2016).

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

Corporation tax
21 January
Last date for filing corporation 
tax return and making final 
payment for financial year 
ending on 30 April 2015 (ROS 
extension to 23 January 2016).

Form 46G – return of 
third-party information 
30 January 
Last date for filing third-party 
payments return 46G for 
companies with a financial year 
ending 30 April 2015. ■

Information supplied by the 
Irish Tax Institute

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

Overmatter:
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The rise of robots in finance

News: Robotics
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are coming? Implications for 
financial shared services >

Rise of the robots

New ACCA research suggests robots could go far in reducing costs and improving 
efficiency in the finance function – but not all CFOs are rushing to embrace them

The responsibilities of a 
CFO often make them 
understandably risk adverse, 
but according to a new 
report from ACCA, for many 
finance leaders ‘hiring’ 
robots may be the next step 
in delivering a more effective 
and efficient business.

Jamie Lyon, co-author of 
the report and ACCA’s head 
of corporate sector, said: 
‘Robotics is evocative, it’s  
high-tech and, most 

importantly, it is emblematic 
of what many see as the next 
natural step in the evolution 
of business process delivery: 
fewer people in favour of 
intuitive, machine-based 
learning technologies.

‘However, talking to finance 
leaders during our research, 
they are clearly not sure about 
the benefits of wholesale 
automation of this type. Many 
still can’t understand what it 
really means for finance.’

Advocates 
are claiming 
compelling 
numbers in support 
of robotics in 
finance, including 
a potential 50% 
reduction in future 
costs. However, 
according to Lyon, 
there is trepidation 
among CFOs on 
the issue, and 
rightly so:

‘There needs 
to be far more 

clarity around the proposition 
for finance beyond headcount 
reduction. Yes, the numbers 
seem appealing, but finance 
directors are unclear about the 
hard benefits of robotics over 
and above its cost-efficiency 
when compared to employees.’

According to the report, 
the relatively poor penetration 
into finance that robotics has 
experienced to date may be 
down to the approach taken  
to selling the technology, 
both by external vendors and 
internally to budget holders. 
Deborah Kops, co-author 
and managing principal of 
Sourcing Change, explains:

‘When you build a value 
proposition for robotics 
in finance, you have to 
remember that this is not a 
product sale. You are selling 
a whole new way of working 

and it must be approached in 
this manner.

‘Don’t price the software 
as a lower cost alternative to 
employees. Serve up a cost 
proposition that demonstrates 
the cost-benefit against the 
total cost of ownership.

‘Resist the urge to over-
scope or over-price. There is 
a tendency to wave robotics 
in front of budget holders like 
a shiny new toy, but changing 
an entire way of working takes 
time. Be willing to start small 
and scale up.

‘Finance leaders are always 
seeking better practices. If 
robotics is going to make 
the kind of inroads into the 
finance function that many 
believe they should, the 
value proposition needs 
to be around domain-rich, 
transformative solutions.’ ■

For more information:

The robots are coming? Implications for financial shared 
services report is available here: tinyurl.com/o5xl3yj

‘There’s a tendency 
to wave robotics 

in front of budget 
holders like a 

shiny new toy, but 
changing an entire 

way of working 
takes time’
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Gender agenda
With companies seeking to address the gender balance by encouraging more female 
representation on boards, women can equip themselves for senior roles with an MBA

Gender diversity at senior 
levels is still a challenge 
for businesses, and even 
though there is a growing 
understanding of the 
contributing factors that 
negatively impact women in 
the workplace, there remains 
controversy and heated 
debate as to how that can – 
and should – be tackled.

The issue of the gender pay 
gap has been under increasing 
scrutiny, especially over the 
last 12 months. However, it 
can’t be truly rectified unless 
the underlying causes are 
addressed.

Companies of 
all shapes and sizes 
have introduced 
initiatives that 
not only aim 
to increase the 
number of women 
they recruit at 
all levels and 
create a working 
environment that 
is sympathetic to 
the challenges 
for women in the 
workplace; but 
that also ensure 
development opportunities 
are clear. These initiatives 
include policies for working 
parents, back-to-work 
schemes, flexible working 
and training for employees 
returning from maternity, 
paternity and adoption leave. 

The reasons companies 
are doing this are not simply 
to tick a box and show they’ve 
adhered to a moral or legal 
duty. According to consultants 
McKinsey, companies across 
all sectors with the highest 
percentage of women on 
their boards significantly and 
consistently outperform those 

with no female representation 
– by 41% in terms of return on 
equity and by 56% in terms of 
operating results.

Thomson Reuters 
compared the performance of 
companies with more than 30% 
women on their board and 
with those with less than 10%, 
and found that companies with 
greater numbers of women 
leaders fared better in periods 
of greater economic volatility.

A Danish study found 
that companies with good 
numbers of women on the 
board outperformed those 
with no women, with a 17% 

higher return on sales and a 
54% higher return on invested 
capital.

Leeds University Business 
School reports that having at 
least one female director on 
the board appears to cut a 
company’s chances of going 
bust by about 20%. Having 
two or three female directors 
lowers the risk even more. 

FTSE progress
The UK has made great 
progress in just over four years 
under a voluntary, business-
led framework. As of March 
2015, women’s representation 
on FTSE 100 boards stands at 
23.5%, almost double where it 
started at 12.5% in 2011. The 
representation of women on 
FTSE 250 boards has more 
than doubled, to 18% – up 
from 7.8% in 2011. 

There are now no all-male 
boards in the FTSE 100, a 
milestone achievement. There 

remain 23 all-male boards in 
the FTSE 250, down from 48 
this time last year. 

The accounting profession 
takes this gender imbalance 
seriously and is working 
hard to address it. ACCA’s 
recent report, Increasing 
Gender Diversity to Boost 
Performance, says that many 
barriers still exist to achieving 
more equal representation 
of women, and other social 
groups, in senior management 
positions. These hurdles 
include lack of commitment to 
diversity initiatives around the 
business, pressure to focus on 
short-term financial results and 
lack of investment in training 
and mentoring.

Calling for these barriers 
to be removed, ACCA chief 
executive Helen Brand says: 
‘Change is long overdue and I 
am glad that the accountancy 
profession is playing a part in 
that transformation.’

‘An MBA is the 
best choice for 

personal and 
professional 

development, 
the surest path 
to becoming an 

entrepreneur’
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The ramifications of any 
continuing disparity have not 
gone unnoticed by employers. 
‘Gender diversity is less of an 
issue in the profession now, 
but you only have to look at 
the number of female partners 
in any professional firm to see 
the issue still exists,’ says Julie 
Walsh, managing partner, 
Kingston Smith. ‘In the top 50 
accountancy firms, only four 
have more than 25% female 
partners. In the top 100 firms 
there are only eight female 
managing partners, which is 
an incredibly low number in 
this day and age.’ 

No quotas please
So what are the answers? 
‘Like many women, I am not 
a fan of quotas and believe 
women want to achieve 
promotion and senior roles 
on merit,’ continues Walsh. 
‘However, firms must have 
an environment that allows 
women to flourish, which 
cannot be the case when there 
are few role models in senior 
positions. It isn’t just more 
family-friendly policies that are 
needed; the firm must have 
an inclusive approach to all 
staff and encourage woman 
to put themselves forward to 
senior positions rather than 
perpetuating that now 
very old-fashioned and 
outdated jobs-for-the-
boys approach.’

Something else that 
women can think about 

putting themselves forward 
for, in order to give them the 
much needed edge in the 
workplace, is an MBA. 

‘To take on a leadership 
position at the top of an 
organisation, you need a 
good grasp of all the key 
business functions covered 
by the MBA, plus the ability 
to present, negotiate and 
influence successfully and 
with credibility,’ says Dr Julie 
Hodges, MBA programme 
director, Durham Business 
School. ‘Durham’s MBA 
gives its students exposure 
to innovation, diverse 
experiences, research and 
people from a wide variety 
of sectors and job roles, so 
students learn to approach 
issues and challenges from 
different perspectives.’ The 
programme includes modules 
such as the Boardroom 
Exercise, where students 
develop core practical skills in 
a boardroom setting.  

‘Typically our intake is well 
balanced between male 
and female students. 
For example, in 2013-
14, 51% of our MBA 

students were women,’  
says Hodges.

The benefits of having an 
MBA are also demonstrated 
well by those who have 
been through the process. 
Ala Lutz graduated as an IT 
engineer from the Technical 
University of Moldova and 
worked for PwC and Credit 
Suisse in Switzerland. She 
was approached to become 
the official distributor of 
different make-up brands in 
Switzerland, and her goal is to 
open a luxury make-up retail 
chain in Switzerland, but she 
wanted to add another string 
to her bow. She decided to 
pursue an online MBA with 
the UK’s Open University in 
order to gain the necessary 
knowledge and skills to set up 
a new business. 

‘I think most women 
still have difficulties in 
breaking the glass 

ceiling because of the existing 
stereotypes in the Swiss 
market, placing the ladies at 
home and taking care of the 
family,’ she says. ‘The degree 
helped me research the Swiss 
market, write a business-plan, 
develop a business model and 
set up new strategies to win 
new clients.

‘I have had the opportunity 
of meeting many talented 
women in business. There 
are enough senior positions, 
but in order to succeed, 
a woman needs to 
work 10 times as 
hard as a man, 
to build her 

credibility 
and improve 

her persuasive 
skills. The more 

actions you take, the 
more recognition and 

business you can get.’
 Kutz believes an MBA 

degree provides the 
instruments to better manage 
intangibles such as customers, 
brands, intellectual capital 
and so on. ‘It helps forge 
new support disciplines for 

decision-
making, develop 

entrepreneurial 
and leadership 

capabilities and skills 
for innovative business 

creation,’ she says. ‘It is the 
best choice for personal and 
professional development, 
the surest path to becoming 
an entrepreneur with a global 
mindset and cross-cultural 
leadership abilities.’ ■

Beth Holmes, journalist

56%
The amount by which 
companies with the 

most women on boards 
outperform those with 

all-male boards

23.5%
The representation  

of women on the boards 
of FTSE 100 companies 

37%
The percentage of MBA 

applicants in the  
UK in 2014 who  

were female

0%
The number of FTSE 100 
companies with all-male 

boards – a milestone 
achievement

For more information:

Read ACCA’s report: 
Increasing Gender 
Diversity to Boost 

Performance at  
tinyurl.com/otozy63 

59

11/2015 Accounting and Business

Postgrad pages | ACCA 

IE_UK_A_MBA.indd   59 12/10/2015   12:12

http://tinyurl.com/otozy63


MBAs get thumbs-up
According to GMAC’s 2015 
Global Management Education 
Graduate Survey, 63% of 
full-time MBA graduates were 
offered a job prior to finishing 
their course, and the median 
salary increase after completing 
an MBA was 90%.

A total of 3,329 students 
who graduated in 2015 from 
112 universities worldwide 
took part in the survey earlier 
this year. The results also 
showed that nine in 10 (89%) 
respondents rate the value 
of their degree as good to 
outstanding, and 88% would 
recommend their programme 
to others considering a 
graduate business degree.

Stanford stays on top
Stanford Graduate School of 
Business has, for the second 
year in a row, beaten Harvard 

to the top slot in the recently 
published Forbes list of the 
top US business schools, 
based on their return on 
investment, with a five-year 
gain of $89,100 for graduates. 

Forbes’ ninth ranking of 
business schools is based 
on the return on investment 
achieved by the class of 
2010. It surveyed 17,400 alumni 
at 95 schools, comparing 
graduates’ earnings in their 
first five years out of business 
school to their opportunity 
cost (two years of forgone 
compensation, tuition and 
required fees) to arrive at a 
five-year MBA gain, which 
determines the final rank.

Oxford lures top talent
The Said Business School at 
the University of Oxford has 
launched a programme aimed 
at attracting some of the 

world’s brightest students to 
its MBA degree.

It is set to welcome 
selected Schwarzman Scholars 
studying in Beijing to add a 
second masters’ degree to 
their CVs by continuing their 
studies in the UK.

The Schwarzman Scholars-
Tsinghua University Master of 
Global Affairs was set up in April 
2013 with a $100m donation 
from Steve Schwarzman, 
founder and chief executive 
of investment company 
Blackstone. Its first students 
start their studies in July 2016.

Graduate premium
Research by the Institute 
for Fiscal Studies, Harvard 
University and the University 
of Cambridge found that 
median earnings of English 
women around 10 years after 
graduation were just over 

three times those of non-
graduates. Median earnings of 
male graduates were around 
twice those of men without 
a degree. This advantage for 
graduates was maintained in 
the recession, although the 
downturn had a large impact 
on the earnings of people 
in their twenties and early 
thirties, particularly women, 
who experienced much lower 
earnings than previous cohorts.

Other findings include: 10 
years after graduation, 10% of 
male graduates were earning 
more than £55,000 per annum, 
5% were earning more than 
£73,000 and 1% were earning 
more than £148,000. Ten 
years after graduation, 10% of 
female graduates were earning 
more than £43,000 per annum, 
5% were earning more than 
£54,000 and 1% were earning 
more than £89,000. ■

▲ Picture this
Sixty-three per cent of MBA 
graduates in 2015 were 
offered a job before they 
finished their course

Roundup
A summary of recent developments in the post-grad market, from top-rated business 
schools to new courses and the value of the ‘graduate premium’
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Upcoming events
ACCA Ireland runs an exciting programme of events across the country, featuring 
high-profi le speakers and offering network and CPD opportunities

Antrim

Practitioners
conference 3 
19 November
09.30-17.00
Practitioners’ Network in 
partnership with Mercia Ireland
Various speakers
Dunsilly Hotel, Ballymena
Seven CPD units

Belfast

Technical update
4 November
18.00-20.00
Ulster Members’ Network
Tom Penman, EY
Ramada Encore
Two CPD units

Practitioners 
conference 3 
18 November
09.30-17.00
Practitioners’ Network in 
partnership with Mercia Ireland
Various speakers
Ramada Hotel, Shaws Bridge
Seven CPD units

Cork

Business breakfast
6 November
07.30-09.00
Business Leaders’ Forum
Bob Savage, EMC
Clarion Hotel, Lapps Quay
1.5 CPD units

Derry

Practitioners conference 3 
17 November
09.30-17.00
Practitioners’ Network in 
partnership with Mercia Ireland
Various speakers
City Hotel
Seven CPD units

Dublin

Business breakfast
12 November
07.30-09.00
Business Leaders’ Forum
Patrick Honohan, Central Bank
Westbury Hotel
1.5 CPD units

Economic update
12 November
18.00-20.00
Eoin Fahy, Kleinwort Benson
The Spencer Hotel, IFSC
Two CPD units

The complete tax 
roundup for the 
corporate sector
17 November
09.30-16.30
Corporate Sector Training 
in partnership with Irish Tax 
Institute 
Paul Murphy, Martin J Kelly 
& Co
Alexander Hotel, Dublin 2 
Seven CPD units

Internal audit for cloud 
computing and social 
media risks
19 November
18.00-20.00
Leinster Members’ Network
Mazars speaker
Radisson Blu Royal, Golden 
Lane
Two CPD units

Accounting in France 
and Germany
24 November
09.30-16.30
Corporate Sector Training
Chris Nobes
Gibson Hotel, Point Village
Seven CPD units

Practitioners
conference 3
28 November
09.30-16.30
Practitioners’ Network
Various speakers
Fitzpatrick Castle Hotel, Killiney
Seven CPD units

Galway

Technical update
19 November
18.00-20.00
Connaught Members’ Network
Aidan Clifford, ACCA Ireland 
Menlo Park Hotel
Two CPD units

Letterkenny

Tax update 2015 and 
Revenue audits
24 November
18.00-20.00
Ulster Members’ Network 
in partnership with Irish Tax 
Institute
Rose Tierney, Tierney Tax 
Consulting
Radisson Blu
Two CPD units

▼ Business breakfast
Central Bank governor 
Patrick Honohan will be at 
this Dublin event
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Limerick
 
Corporate finance
26 November
18.00-20.00
Munster Members’ Network
John Doris, Meridian 
Business Advisors
Clarion Hotel, Steamboat 
Quay
Two CPD units

Sligo

Performance 
management
19 November
18.00-20.00
Connaught Members’ Network
Chris McDonagh, CMD 
Training
Sligo Park Hotel
Two CPD units

Cork 

Practitioners conference 3 
2 December
09.00-17.00

Practitioners’ Network in 
partnership with Mercia Ireland
Various speakers
Radisson Blu, Little Island
Seven CPD units

Dublin

VAT and VAT on property 
1 December
09.30-16.30
Practitioners’ Network in 
partnership with Irish Tax 
Institute
Various speakers
Radisson Blu Royal, Golden 
Lane
Seven CPD units

ACCA Leinster 
chairman’s Christmas 
lunch
4 December
12.30 
Leinster Members’ Network
Anton Savage, broadcaster
InterContinental Dublin 
(formerly the Four Seasons), 
Ballsbridge

Technical update
9 December
18.00-20.00
Leinster Members’ Network
Aidan Clifford, ACCA Ireland
Hilton Hotel, Charlemont 
Place
Two CPD units

US GAAP
10 December
09.30-16.30
Corporate Sector Training
Chris Nobes, University of 
London
Gibson Hotel, 
Point Village
Seven CPD units

Corporate restructuring 
and buying/selling 
a business – tax 
considerations
15 December
09.30-16.30
Corporate Sector Training 
in partnership with Irish Tax 
Institute
Various speakers

Hilton Hotel, Charlemont 
Place
Seven CPD units

Galway

Enterprise schemes 
and grants
10 December
18.00-20.00
Connaught Members’ Network
Barry Egan, Enterprise Ireland
Menlo Park Hotel
Two CPD units

Waterford

FRS 102
2 December
18.00-20.00
Munster Members’ Network
Fergus Condon, Grant 
Thornton
Tower Hotel
Two CPD units ■
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110th ACCA AGM
Minutes of the 110th annual general meeting of ACCA held at 29 Lincoln’s Inn Fields, 
London, on Thursday 17 September 2015. Anthony Harbinson, the president of ACCA, 
took the chair and there were 57 members of the association present

1 Notice and auditor’s 
report
With 42 votes in favour and two 
against, the notice of meeting 
and the auditor’s report on the 
accounts for the period 1 April 
2014 to 31 March 2015 were 
taken as read.

2 Minutes
With 47 votes in favour and 
one against, the minutes of the 
annual general meeting held 
on 18 September 2014 and 
published in the November 
2014 issue of Accounting and 
Business were taken as read 
and signed as correct.  

3 Resolution 1
Adoption of the report of 
the Council and the accounts 
for the period 1 April 2014 
to 31 March 2015
Anthony Harbinson gave his 
presidential address and asked 
Helen Brand, chief executive, 
to give a presentation. He 
then invited questions and 
comments on the report 
and accounts.

The president called 
for a poll and declared the 
resolution carried, the votes 
being as follows:
For 5,229 Against 77

4 Result of the ballot 
for the election of 
Council members
The scrutineer’s report and the 
number of votes received by 
each candidate in the ballot 
for the election of members 
of Council were reported 
as follows:
1 Anthony Harbinson 2,520
2 Orla Collins 2,397
3 Robert Stenhouse 2,280
4 Susan Allan 2,225
5 Belinda Young 1,970

6 Jenny Gu 1,895
7 Japheth Katto 1,865
8 Marta Rejman 1,840
9 Joseph Opeyemi Owolabi 1,756
∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙ ∙
10 Gustaw Duda 1,629
11 Peter Lewis 1,575
12 James Lee 1,489
13 Thong Siew Quen 1,218
14 Arthur Lee 1,086
15 Leo Mucheriwa 1,026
16 Frankie Ho 988
17 Abiodun Bamgbala 804
18 Umar Saeed 785
19 Billy Kang 777
20 Aamer Allauddin 766
21 Ibikunle Olatunji 749
22 Usman Karim 726
23 Muhammad Junaid Younas 673
24 Oscar Osabinyi 629
25 Peter Rumyee 540
26 Thomas Mensah Abobi 538
27 Theodosis Ignatidias 522
28 Emmanuel Kapizionis 389

The president therefore 
declared the following 
members elected or re-elected 
to Council:
Susan Allan
Orla Collins
Jenny Gu
Anthony Harbinson
Japheth Katto
Joseph Opeyemi Owolabi
Marta Rejman
Robert Stenhouse
Belinda Young

5 Resolution 3
Appointment of auditors
The president reported that 
Council recommended that 
BDO, chartered accountants 
and registered auditors, be re-
appointed as the association’s 
auditors. He then invited 
questions on Resolution 3.

The president called 
for a poll and declared the 
resolution carried, the votes 

being cast as follows:
For 5,128 Against 179

6 Resolution 4
District societies to be 
introduced where 10 or 
more members request it
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 1,559 Against 3,748

7 Resolution 5
The chief executive and a 
minimum of two members 
of the senior management 
team to be ACCA-qualified 
by examination, and the 
secretary to hold a relevant 
professional qualification
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 2,280 Against 3,027

8 Resolution 6
Payment of senior 
management bonuses to be 
approved by members in 
general meeting
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 2,322 Against 2,985

9 Resolution 7
The senior management 
team to be subject to the 
same disciplinary rules as 
ACCA members
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 2,653 Against 2,654

10 Resolution 8
The minimum number of 

member signatures required 
to submit a resolution to a 
general meeting to be not 
less than 10
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 1,827 Against 3,480

11 Resolution 9
Changes to subscriptions to 
be passed by members in 
general meeting
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 2,274 Against 3,032

12 Resolution 10
The practice of delegated 
proxy votes to cease at 
all meetings
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 1,575 Against 3,732

13 Resolution 11
All senior officers to be 
appointed by members 
in general meeting, and 
Council members to be given 
the right of free speech
The president called for a poll 
and declared the resolution 
not carried, the votes being 
cast as follows:
For 2,031 Against 3,276

The president thanked 
members for their attendance 
and confirmed that the 
issues raised by the Special 
Business resolutions before 
the meeting would feature in 
future debates at Council. He 
declared the meeting closed 
at 2.50pm. ■ 
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Council elects officers
The annual Council meeting’s election of new officers sees further diversity at ACCA, with 
Council members hailing from around the world and nearly half being female

Council held its annual 
meeting on 17 September. 
Before the meeting, ACCA’s 
110th Annual General 

Meeting (AGM) took place 
in the Long Room at 29 
Lincoln’s Inn Fields, London 
(see opposite page).

At the annual 
Council meeting, 
Council elected 
ACCA’s officers 
for the coming 
year. ACCA’s 
new president is 
Alexandra Chin, 
and she will be 
supported by 
Brian McEnery 
(deputy president) 
and Leo Lee 
(vice president). 
Alexandra Chin 
is only the fourth 

female president of ACCA and 
the first to hail from Malaysia.

Council also welcomed 
three new members, whose 
election was declared at 
the AGM: Susan Allan (UK), 
Joseph Opeyemi Owolabi 
(Nigeria) and Marta Rejman 
(Poland). As a result of 
the elections, Council has 
members based in 17 different 
countries, and nearly half of 
Council members are female, 
reflecting the increasing 
diversity of ACCA as a whole.

Council took a number 
of other decisions at its 
annual meeting:

* It approved Council’s 
standing orders for 2015-

2016, in accordance with 
the bye-laws

* It agreed to appoint a 
number of lay members 
to serve on ACCA’s 
Regulatory Board and its 
Qualifications Board

* It chose three Council 
members to serve on the 
Nominating Committee 
in 2015-2016 along with 
the officers

* It agreed a Council 
work plan and a set of 
objectives for the Council 
year 2015-2016.

The next meeting of Council is 
on 21 November, immediately 
after the 2015 meeting of the 
International Assembly. ■ 

Council has 
members based in 

17 countries and 
nearly half are 

female, reflecting 
the increasing 

diversity of ACCA
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Trust in business comes 
from good ethical values, 
Christine Lagarde, managing 
director of the International 
Monetary Fund, told the 
audience of the fifth edition 
of the Ethics in Finance 
Robin Cosgrove Prize, of 
which ACCA is a partner.

In her welcome address, 
Lagarde asked: ‘How can 
trust be built? Predominantly 
on the basis of ethics. Ethical 
behaviour is key to building 
trust in the system and 
entering financial stability.’

Justin Welby, Archbishop 
of Canterbury and head of the 
Church of England, addressing 
the audience by video 
message, echoed Lagarde’s 
views, stressing that with the 
power that large institutions 
have goes responsibility; he 
also underlined the dangers of 
a temptation of a ‘box-ticking 
culture’ of compliance.

But the focus of the 
prestigious ceremony, held 
in Washington, DC, was to 
announce the winner of the 
2015 prize. Ross Murdoch, a 
lawyer for the UK’s Financial 
Conduct Authority, wowed the 
judges with his project idea. 
He was awarded the prize 
by Carol Cosgrove-Sacks – 
mother of Robin Cosgrove and 
professor at the College of 
Europe in Bruges, Belgium. 

Robin Cosgrove was a 
bright investment banker who 
died aged 31. He believed 
passionately that the lack of 
integrity and ethical practice in 
banking and finance could be 
a major barrier to sustainable 
economic development.

This year saw more than 
100 applicants. In the final 
phase, the jury of 22 world-
class personalities worked on 

a shortlist of 11 papers, from 
which it awarded five prizes.

Applicants were asked to 
submit a paper of up to 5,000 
words, which demonstrated 
intellectual rigour, innovative 
ideas and clear conclusions. 
The runners-up were Christian 
Buckson and Anne Godbold 
from Accenture; Mehta 
Anshuman, founder of IT startup 
Casteller; and Josh Glendinning 
of Hill+Knowlton Strategies.

Murdoch’s paper, 
‘Behavioural Ethics and the 
Next Generation in Finance’, 
explores how behavioural 
ethics can by applied to a 
variety of corporate scandals, 
‘from LIBOR to Madoff to 
Enron, in order to understand 
the pressures faced by young 
professionals in finance and 
consider how we can use this 
knowledge to enable more 
young people to become 
ambassadors for ethical 
decision-making.’

In relation to ACCA’s role 
in supporting the prize, chief 
executive Helen Brand said: 
‘Finance professionals bring 
greatest value when they are 
supporting and embedding 
an ethical approach across 
business and society. As a 
global organisation, ACCA 
recognises our role in 
educating and supporting 
our members across the world 
in taking an approach to their 
work that prizes integrity 
and accountability.

‘The prizewinner and the 
runners-up have shown that 
they understand how vital a 
role ethics plays in the financial 
world; and it is those who 
champion it who will ensure in 
years to come that it becomes 
the norm in organisations.’

► Top priority
Christine Lagarde 
is a firm believer in  
the importance of 
ethical behaviour in 
building trust

IMF head Christine Lagarde delivers a strong message at this year’s 
Ethics in Finance Robin Cosgrove Prize, which is partnered by ACCA
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ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

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

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

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our careers 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
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